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How to Perform
An Economic

Feasibility Study
of a Proposed

Hotel,4vlotel
Stephen Rushmore. CRE

Reprint of a Sell Out

Learn the procedures and information needed to evaluate the
feasibility of a proposed lodging facility.

The most important components of such a study are a forecast
of the economic values and the estimated cost of the project. A
case study of a proposed hotel or motel in upstate New York
illustrates the steps taken to determine these values and costs.

llrl
D€sc.b€s nrne steps lo complete a

. comp€l|tle analls's

. (ac,loes and coo(ept
recommendations

. lorecast of ,ncome .nd ery€ns€

. econom'c value esrimrne

. estimate of total projecl cosl

. .etu.n on rnveslrnenl anat,tsis

104 pages. maps. graphs. pholos
andover lm chads and tables

\\tl Rlr \\:irx rl I \ r,r

ORDER NOW! How to Perform an Economic Feasibility

CREs S2l.5O Study of a ProPosed HoteyMotel

Nonmembers s24.00

Chcck for 5- encto*d. Pay.ble to ASREC Palrnent must ecomPany this fom' I r&'47 3eoi

-V|5. -l'taster 
Card Number- E(Ptation Date-

-t 
am interested in obtamng inlomaton abolt olher publicauons from ASREC

-l.m 
a m€mb€r ol 

-AIREA -lREi\ -RNAI-UU -OlherName- A/dres-

Fim- 

-- 

CitY/State/ZiP-
Td._....... 

- -- 

Phone-

RE \r !:s r \r r.
(l)l \sl toRs

430 N Mrchrgan

Chicaqo.lL
6061 t-4089
312.3298/21
FAx:312129.8841

REAL
ESTATE
ISSIIES
Ediror in chief
ROCKY TARANTELLO, CRE

A5sociote Editors
ROGER \I FOsTER, CRE

JAME5 E. GIBOONS CRE

ftesident
L, DICKsON FLAKE. CRE

Editoriol Boord
BYRL N BOYCE CRE

I(ALCOLM L 5. BRYCE, CRE

BRUCE P HAYDEN, CRT
PAUL G. ]OHNsON, CRE
JOHN MCMAHAN. CRt
HALBERT C. sMITH, CRE

JOHN ROBERT WHITE, CRE

The Counselor of Real Estate
Expands to Other Countries
Since its founding in 1953, the American Society oI
Real Estate Counselors has promoted the profession of
real estate counseling. The membership has included
real estate experts seeking to enhance the quality of
advice available to individuals, businesses, government
agencies and financial institutions. The membership,
then and now has encompassed the leaders in the
North American real estate community. As the industry
evolved so has the size, experience and knowledge of
our membership. ln particular, the institutionalization of
the real estate investment and capital markets has
resulted in a prolific change in the membership's
profile. Still, the growth of the Society was concentrated
in the United States and Canada.

More recently, the Society has entered in a new era for
the real estate counseling profession. At the Society's
1988 Convention, sig,nificant strides were made torvard
an internationalization of the membership. ln addition
to Counselors from North America, we now have
invited to membership outstanding real estate
counselors from Creat Britain, Australia and Japan. The
Society always has been a leader in its vision of the real
estate market. The globalization of its membership is

sure to secure that leadership position. Not only will it
keep our organization abreast oi the real estate industry
as it evolves to global proportions, but it also will
provide a broader base of experience and knowledge to
those who rely on the services of the Counselor of Real
Estate (CRE).

We welcome our new international members and thank
our existing membership for their foresight. But most
important, we wish to encourage the furtherance of our
international membership tor the benefit of all.

Exe<utive Vice Presidenr
LOIS HOFSTETTER

Monoging Ediror
LINDA I(AGAD

The publicalion is provrded as n medium of expression of individual
opinion concerning empirical and theorelical approa(hes lo
problem\ and topi(s in the broad iield ol realeslale. The a.ticles
prinied herein do not n€aessrrily represenl lhe endorsemenl of lhe
American Sfiiely of Real Eslale Counselors or the maioritv ol its
members. The editors exer(ase onl!'a Seneral superuision oi the
malerial and assume no responsibility ior opinions expressed by
contribulors whether or not the arlicles are siBned.

Publi5hed semiannualy by lhe American Society of Real [strte
Counselors of lhe NATIONAL ASSOCIATION OF REATTORS', .lJ0
North Michi8an Avenue, ChicaSo, lllinois 60611. Copyright 1989 by
the American Society oi Real Istale Counselors of lhe NATIONAt
ASSOCIATION OF REAIIORSa. All ri8hls reserved. Third class
posta8e paid ar Chicago. Subscriplion rates: $24 per year ($40 ior
two years, $54 for three yearsJ, Sl8 per year to sludents and iacully;
$26 foreign rale, submil in U.5. currency; sing,le copy Jl5.
Remittances may be made by personal checks, drafts or post oifice or
express money orders payable lo the American Society of Real [slate
Counselors. Remiltances, chan8e of address notice5, undeliverable
copies, orders for subscriplions and editorial malerial should b€ sent
to Real Estale lssues, lhe American Sociely of Real [slale Counselors,
430 Norlh Michi8an Avenue, Chicago, lllinois 60611. f12/]29-A257
FAX: ll2l129'88t,1.

The American Sociely of Real Estate Counselors, a professional
affiliale of the National Associalion oi Reallors, was iormed in 1951 to
establish pro{essional standards lor lhose who provide lhe public with
e\perr. independent rerl estate adr ir e for compen5ation.
Membership is by invitation only. The privile8e of usinS the respecled
CR[ (Counselor of Real Eslate) desiSnalion obli8ates the Counselor lo
a 5trict Code of [thics and Standards of Profession.l Praclice.

Library of ConSress card number tC 76-55075

Printed in U.S.A.

First Vice Presideor
,AMEs E, GIOOONs, CRE

Vce Presidents
THOMAs B, DUPREE, JR,, CRE

ROBERI 5, SIJTTE, CRE
MARITYN K VEIIIMAN CRE

Editor in chief
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Contaminated Properties:
Investors & Industry Beware!

'I he -\dolphrrs. I)allas. Ibras
'Iuesdar; \oremlrcr' 7, l()81)

I::]( )an)--1::l()pn]

This all-dav norkshop pror ides ;r forunr ol' elchange anr(ng e\perts in haz:rr dorrs nratcrials and corrtanr-
inatior. the larts regulating hazardous substances, tlre pr-oblenrs of liabilitr and t he el lbt t ol corrranrirr.rriorr
on propert\ r'alue. Indtrstrr leaders plesent an oven ierl ol the inrportnrrt issrres poserl bt t orr titrrr inarctl
propertr; and questi(D and ansu.er sessions enable participants to fbcus on ker issucs ol lisk arr<l liabilirr.

Who Should Attend:
o Derekrpers/builders
r -\ppraisers
a Real estate consultants
r Financial managers
a I ndustrial propertv or{ners

ReBistration Fee:
. CREs: $150 ($175 after October l0)
o Nonmembers: Sl75 ($200 afier October l0)
Registration fee includes workshop materials and lunch

What You Will karn:
a \\'lrat state antl lklelal larls <lenranrl
o Horr'the nrirllct is rcspontling
I Hou' to arrrid liabilitv
o \\'har is a clean prrrpeltr
a \l here lo go lrrr adlice

For nurre inftrrmation, contact Janet Drorer ;rt the .\merican Societr ol Real Esrare (irurrsckrrs
+:10 \orth \Iichigan -\rnue, (lhicaqo, Illinois 60{iIl. :}12.329.8+2t.

Registrariorr lbrnr
C,ontaminated Properlies:

Investors and Industry Bewarcl
The .\rlolphu', Dalla', T}ra.

\or;nlhc' ; l!,8!,
Otrc pe$on p?r ,'?gtsb ation - Pli,l,:? lr|i||. Phok,.opu'\ tut?ft

\anrc \ icknarne lirr barlgc

I ir le I ilrn

{tldrerr
(.ir\ Statc t;t,
Phonc t,\\
FEES: \lirr-kshop fce includes non-relirndable 550 processing charge

\O refunds are issued after October 2-1.

t'.\\'\l!.\ I r E check enclosecl for S (pa\able to -{SRl-(,)

n:,,,1119;,11, crcditcardS- n l\laster(larrl fl Visa

Expiration Date (:ar'(l \unrl)rr
( iarrlholder'.s Signature

[\'int nanre as it appears orr card

RETUR\- TO: American Society'of Real llstare Counselors
{30 North Nlichigan Aenue
Chicago, tllinois 6061l-4089

IS

7

Volume 14
Number 1

Spring/Summer 1989

Environmental Hazards and Real Estate
lohn McMahan, CRE
Real estate inYestors nray iace .1 variely oi environmental hazards, from asbestos in
insulation and fireprooiinS nraterials to under6iround toxic wasles. Assessing the impact
of enYironmental hazards on a real estate development is often complex and
complicated by increasingly stricl governn'rental cleanup standards. This.rrticle describes
how the assessn]ent mav be done cost efiectively and explains horv the results of the
assessment nray be used in nr.rking transaction decisions.

Relhinking Large City Public Housing Proiecls:
Thp lnfluence of Politics of the '80s
Paul l. Burka, Michael W. lones, Charles P. Kofron and Robert E. Mendelson
The conditions of providing and maintaining public housinB h.rve chang,ed to the point
that older and more conventional techniques no lonSer apply. The focus of this study is.1

Conrprehensive lnlprovement and Assistance Program (CIAP) application planning
process and the effort of a large public housing authoritv in St. Louis, Missouri, to
renovate and maintain a dwindling supply of units.

Reprint lnformation
You can order single and multiple copies oi articles that
have appeared in any edition of Rea/ fslale /ssues. For
iurther information and fee structure, contact Rea/ fstrte
/ssues, 430 N. Michigan, Chicago, lL 60611 or call (112)

329-8431.
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ENVIRONMENTAL HAZARDS AND
REAL ESTATE

tJnderwriting investment risk in an
i n c reas i n gly- st r i n g,e n t re1u I atory
env iron ment.

by lohn McMahan, CRE

R::i;,'jl[i"J",,x"il:"ll3,1"f]:rii"l,i,""iil';t'1",,,1
ronment.ll hazards on existing and prospective projects.
This assessnrent usually is more than a technical evalu.r-
tion, and it frequently involves balancing conrplex envi-
ronmental, legal, political and business consideralions.
The proress is complicated by ever-changing leliislative
and judicial standards where conrpliance in one year
may not mean compliance in anolher.

Frustrated bv the need to enSage in such complic.rted
assessments, many choose to remove themselvt's from
the playing field sirrrply by not getting invoh,ed with
properties that are associated with enVironmental haz-
ards. While this strategy may be wise in the case of
inYestnrents in older buildings thal contain asbestos, il
severely restricts market opportunities when it is applied
to more common environmental prol>lems. Many iine
buildings, often relatively new have been built on Iand
thal had been contaminated in one fornr or another. To

exclude these properties is to unreasonnbly restrict expo-
su re to what otherrvise may be good nl..rrket
opportun ities.

A more realistic approach is to system.ltically determine
the additional risks posed by environnrental hazards and
then judge whether the projected yield from the invest-
ment is commensurale with the .rdditional risk. This
article reviews the types of environnrental risks the real

estate investor is likely to encounter, as well as legislative
efforts to define or control the problem and establish
liability. lt then outlines a step-by-step program [or deter-
mining when a property has an environment.rl problem
and how to assess and underwrite the risks involved.

Environmental Hazards Primarily Affecting Buildin6s

Asbestos

Certainly the most extensively reported environmental
hazard in existin6 buildings is .rsbestos. This once-ac-
claimed miracle fiber was used extensively after World
War ll in a variely of building applications including
roofs, ceiling and floor tiles and for insulating and fire-
proofing purposes. However, in the mid-1970s, the fed-
eral government banned its use following disclosure that
inhalation of asbestos fibers could lead to cancer and
other lung diseases.

According to the Environmental Protection ABency (EPA),

approximately 20 percent of all public and commercial
buildings in America contain.lsbestos in some form. Not
all these buildings pose imnrediate danger; only'10

lohn McMahan,CRE, pre\identoi ltlclrlahan Rer/ f!late Ad!iic,rs, /n...
is a San fen(isco assel manaier iot institulional rnd indi|idual inreg'
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percent to 20 percent have friable asbestos, meaning the
asbestos crumbles easily and its fib€rs get into the.rir.
Dormant asbestos can become iriable, however, ii it is

disturbed by somethin6i..rs simple as a janitor's broom
puncturinS a ceiling tile.

PCBs

Polychlorinated biphenyls (PCBs) constitute a family cii
synthetic organic compounds that are nonflammable and
can conduct heat withoul conductinB electric ity. As suclr,
they have been widely used in insulatinS electrical capac-
itors and transformers in and around buildings. When
discharged into air or water, the chemicals released tend
to bu ild up in the bod ies of .rnimals and humans and, over
time, may cduse ( dncer or hirlh deter ts.

The federal Bovernment banned the production of PCBs
in the late 1970s. A few years later, scientists developed a

system for reducing the chemicals to harmless salts.
Public utility companies have been systematically renrov-
ing PCBs from electrical equipmenl in most areas, al-
though sonre electrical equipment containing PCBs still is

in use.

Radon

Radon, a byproduct of decayinB uran ium, exists in nature
and normally percolates through the soil into the atnros-
phere. When trapped under a building, howevet radon
can enter the foundation and structural elements and
become concentrated in amounts that m.ry be harmful. A
colorless, odorless gas, decaying radon releases parlicles
that, when inhaled over time, may lead to lung cancer. A
recent study indicated that radon may be present in
concentrated doses in as many as 4 million to B million
homes in the United States.

Environmental Hazards Primarily Affecting l-and

Radioactive Waste

Major environmental problems have been created as

utilities have sought to dispose of radioactive waste irom
nuclear power plants. Radioactive waste disposal sites
have contaminated not only the surrounding soil but
often the underground water supply as well. ln some
cases, the soil from these sites has been used as landfill,
which has spread radioactive contamination to other
areas. The Department oi Ener8y (DOE) estimates that as

much as $70 billion may be required to clean up sites
contaminated by radioactive waste and that the effort
may take as long as 20 years.

Properties also have been contaminated by radioactive
waste fronr the operations of industrial firms that produce
nuclear fuel rods and other radioactive products as w,ell
as from nuclear plant accidents, such as Three Mile
ls la nd.

Underground Storage Tanks

Much of the land in America sits on top of honeycombs of
underground tanks that store diesel fuel, waste oil, and

gasoline ior fueling trucks and automobiles and other
chenricals for agricultural, nursery, and dry-cleaning, op-
erations. Chemicals leaked fronr these tanks into water-
ways or underground water tables usually pose formida-
ble he"rlth hazards I)ecause they are Jmong the nrost toxic
and carcinogenic materials known lo man.

Unlike radioactive clisposal sites, the location oi under-
ground storaSe tanks is not always known, and it may not
be discovered even .rfter extensive test-boring. Although
the federal Bovernnrent requires registration of all new
placements of underground storage tanks, it cannot ac-
count for all existing tanks, many of which renrain un-
known until a site is excavated or le;rkage problenrs are
discovered.

lndustial Operations

Over the years many industries have routinely used haz-
ardous products in their operations and dumped the
residue into underground disposalsites or nearby water-
ways. This dumping has been done by older industrial
operations, such as the Hooker Electrochenrical Com-
pany which dumped hazardous byproducts of its manu-
facturinS into the Love Canal ne.rr Niagara Falls, as well
as clean high-technolopiy firms concentrated in areas
suclr as the 5ilicon Valley .rnd Orange County in
California.

Underground contan]ination often takes years to detect.
Problems at Love Canal, as an ex.rmpie, took almost 40
years to sunace, and then only after a period of heavy
rains and snow.

Underground disposal sites may be contanrinaled by a

wide range of potenlially toxic nraterials. Many of the 300
materials identified by the EPA as loxic are used by a
diversiiied range of industries.

federal Regulation

Responding to the public health problems created by
environmental hazards, the U.S. Congress has passed
sonle very tou8h, but often confusing, laws that may
severely restrict the developnrent and/or transterability of
property. The real estate investor should be .rware of
several major t-ederal laws.

Resource Conservation And Recovery Act I RCRA)

Originally passed in 1976, this leg,islation has been mod-
ified over the years to provide a means of regulating
hazardous substances from production throuSh transpor-
tation, use and ultimate disposal (cradle to grave regula-
tion). The legislation has established permitting and re-
portinB requirements, through which persons.rnd firms
thal utilize hazardous materials must fully account for
every slage of the process or face stifi civil and,/or criminal
sanctions.

A special section under RCRA established the Under-
ground StorageTank lUST)program, wh ich undertakes to
develop an inventory ofthe underground tanks that store
oil, petroleum and other hazardous substances and
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authority's personnel. Minimally, the responding consul
tants were expected to analyze neighborhood conditions 
and the current impac.t of the project on the neighbor
hood and to evaluate the impact of existing and antici
pated public and private investment on public and private 
housing in the neighborhood. Beyond this, they v.ere 
expected to formulate a private sec.tor perspective on the 
rationale, cost and time frame for implementing the 
development option. Also, thev were to describe the 
implications the option would have on the neighborhood 
and the management of the property. 

SLHA's strategy was to assemble the most experienced 
property developers and managers in the area to imple
ment the options according to U.S. Department oi Hous
ing and Urban Development (HUD) regulations and 
requirements. Seeking and integrating private sector de
velopment perspectives on difficult properties represents 
a major shift in public housing policy. In retrospect, it 
appears that public housing policy has come full circle 
and now reilects the policy goals and objectives oi the 
initial 1937 housing legislation. Standing in the way of 
private sec.tor involvement, however, is a large Jnd in
creasing need for low-income housing and an aging 
public housing stock that is becoming more difficult to 
maintain and operate. 

Public Housing Policy Trends And Perspectives 

Housing low-income households never has received 
wide political acceptance. Initial legislation included 
provisions to assuage the real estate industry and to 
clearly establish low-income housing as a Depression era 
public works program. Some of the factors designed to 
placate the real estate industry included income and rent 
requirements for tenants that ,\ere clearly belov. those of 
the lowest tenant population in the private sector. Another 
provision, which evidenced hostility toward public hous
ing, was the exclusion of upwardly mobile households 
from public housing after they readied a certain income 
level. The mixture of income classes was not endorsed 
even though history has demonstrated that it stabilizes 
projects. 

Thus, public housing was designed primarily for the 
temporary poor, or those predominately white house
holds with intact, employed familie�. After passage oi the 
1949 Housing Act, which gave priority for tenancy in 
public housing to households displaced by urban re
newal, the composition of large-scale urban public hous
ing projects changed from predominately white to black 
households and from intact families with employed 
householders to female-headed, federally assisted 
families. 

This clientele plus the elderly are essentially the occu
pants of most units owned and operated by large urban 
housing authorities. These constituencies essentially are 
powerless to demand standard housing. Moreover, pub I ic 
housing has not enjoyed wide support. This lack of 
support is apparent in the position of critics who hold that 
to provide rehabilitated and new units at costs exceeding 
$60,000 per unit is unfair to working households with 

8 

low to moderate incomes who neither qualify for nor 
choose to live in environments such as those found in 
public housing. This group of critics, along with those 
who might be considered unsympathetic or unfeeling 
towards the poor, have combined to oppose funding 
which would maintain public housing for the clientele it 
now serves. Several other factors indic.ate the antipathy of 
the rich and powerful towards public housing. These 
factors indude the requirement that public housing proj
ects must meet only minimal construction standards and 
the need for community approval of public housing sites 
prior to construction approval. The next major change in 
public housing legislation occurred in 1969 with the 
passage of the Brooke Amendment which limited rents to 
25 percent (now 30 percent) of a tenant's income. While 
the provision was not expected to be punitive, its net 
effect was disastrous. Supposedly, differences in rental 
revenues to housing authorities were to be operating 
subsidies from the federal government. However, the 
lengthy moratorium on operating subsidy payments im
posed by the ixon Administration severely impaired the 
financial vitality of most big city housing authorities. 

Many of the projects built under the 1949 and 1954 
Housing Acts \\ere constructed in locations adjoining 
highly dysiunc.tional business districts. In fact, a convinc
ing argument can be made that dating back to the time of 
passage of the original legislation of 1937, a conspiracy 
existed to restrict locations. Public housing typically was 
placed in the absolute worst sections of American com
munities and furthest away from wealthy and influential 
leaders. 

However, an interesting phenomenon has occurred in 
recent vears. Real estate locations that once encircled 
obsolete business districts have belome valuable. Revi
talization of downtowns has transformed old and aban
doned warehouses and manufacturing buildings into 
chic residential units and modern, updated office space. 
'Jearby public housing units, Cabrini-Green in Chicago 
is a classic example, now lie on land that could be 
developed into apartment complexes renting upward of 
$1,000 a month or office space renting for $35 a square 
foot. Many big city public housing projects are under
maintained and only partially occupied. The dilemma of 
local housing authorities and HUD is what to do with this 
supply of residential units. It is apparent that, despite long 
waiting lists for public housing, the units continue to be 
under-maintained. Because of this disinvestment, the 
dwellings will not be occupied and may eventually be 
abandoned. In St. Louis, for example, the housing author
ity has a 17,000 household waiting list and is no longer 
adding names to the list. Although the need is evident, the 
long-term prognosis suggests that the housing authority 
will not be financially able to keep the housing in stan
dard condition and public housing units that are now 
occupied will be lost. Faced with that situation, the 
relevant question is, should public housing authorities act 
as if they were private entities? Should they sel I high-rise, 
dysfunctional and under-maintained projects in areas 
ripe for development and use the proceeds to construct 
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TABLE 

Relationships Bet\\.een Mortgage Rates And Risk-Free Market Rates 

Veterans' 
Administration 

Federal 
Housing Conventional U.S. Treasury Bills Certificates U.S. Treasury 

Selected Authority Mortgage Loan Secondary Markets Of Deposit Notes & Bonds 
Years• Rates (Effective Rate) 3 mo 6 mo 1 yr 1 mo 3 mo 6 mo 1 yr 2 yr 5 yr 

1975 8.0- <).() 8.92 ,.HO 6.11 6 30 6.76 -_77 
1977 8.0 ll.ll2 ).27 5.5.3 5.75 (>.()<) 6.-15 h.99 

I 9711 8.5- 9.0 9 l7 7.19 7.58 7.7-l B. l-l 8.3-l B.29 

1980 11.5-1 Ul 12 -16 I I .-l l 11.r 10.89 12.91 u.o:- I 2.99 12.05 11.77 11.-18 

1981 13.5-17.5 I-l l<J I-l.Ol 13.80 I 3.I-l 15 ')I 15.9 I I 5. -- 1-1.78 1-1.56 1-l.2-l 

1982 12. 5-1 ), 'i I-1.- i 8 ll 8.-ll 8.-19 9 Oh 9.19 9 l 1 9 2 l 9.86 10 56 

198b 9.'i-10. 'i CJ.87 5 91l 6 03 b.08 b hi 6 ;2 /, 'ii 1,,-ll, 6.8- -. l I 

1987 .. 9.0-I0.'i 'J.28 :;, J 7 5.<J l 6. lO 6.96 7.-12 7.'iO 6.7 l 7.60 /l. 38 

D1lfc'r(•nt H'clr\ are U"'t"(I to rl•llt•tt time ... \\lwn r.ne, ,\ere h1�h ,111d ,,hen the, \\('rl' u.·l,1t1\el\ Im, 
·· \\one·, ,rnd <.ap1t.1I m,uh•t r,lle.., ror Ottubt•r Hl 1'18-

Souru.•, ft"'<ler,1/ Rt",t:'fH' Hull,·t,n ,<.·letted p,,ut•., \\a..,h111g1on [) ( Board 01 (..o,f;rnor, 01 1he h"'<lt•r,11 Rt.•,t•r,e S,"-lem 
R1-.1J £ \lJlt> Fin.inc t' .md 1-lou,,n� JtlHH ( >utlcXJJ.. and /.J< thooJ... \\ cl'-hmKton, [)_( \\ortg.1�t.• B,111!...t·r<, A�� 1 .. ,11on 01 AmeritJ l qga 

mortgage interest rate and represents the risk-free yield 
on the investment. 

Model 

The mortgage prepayment decision may be analyzed 
easily on a microcomputer using Lotus 1-2-3 software. 
Even though the calc.ulations may be made with a hand
held calculator, the process is long and tedious. It is much 
easier and considerably faster to analyze mortgage pre
payment yields on a microcomputer using spreadsheet 
software, especially if such analy�i� will be made on a 
frequent basis. 

The following model presents the present value dollar 
savings on the mortgage prepayment, the new term of the 
loan, and verification of the prepayment yield. 

Mortgage prepayment involves either (1) an increase in 
the current monthly payment schedule or (2) a lump-sum 
payment. Since the normal procedure for amortizing a 
loan adheres to a monthly payment format, the model is 
limited to that analysis. 

The adjustment in the monthly payment may be deter
mined in either of two ways: 

1. Select any affordable amount and increase the
monthly payment accordingly.

2. Determine the length of time one wishes to reduce
the term of the mortgage loan and the monthly
payment amount that will accomplish the
reduction.

Conventional analysis of an investment rate of return or 
prepayment yield determines the rate of return provided 
by the beneiit stream relative to the cost required to 
generate the stream of benefits. The analysis of the pre
payment decision is simplified as follows: 

[Mb(l/a;,i
,,

) - (MPo)j (a;,i) = MPo(a;,i..) (Vno:l 

Where: Mb = Current mortgage loan balance for the 
appropriate interest rate and term 

1/a;,i = Term for the partial payment factor 
(amortization) 

o: = ew mortgage term for new payment 
MPo = Original monthly mortgage payment 

a;,i = Present worth of one-per period 
& = Current mortgage term minus the new 

mortgage term 
vn = Present worth of one 

The left-hand side of the e4uation reflects the cost that is 
required to generate the benefit stream, and the right
hand side reflects the benefit that is received by shorten
ing the loan term. 

Example: The current balance on a $70,000, 30-year, 10 
percent original mortgage is $67,602.02. At the end of 
year 5, the borrower decides to reduce the mortgage term 
to 15 years ( 180 months). As a result, the original principal 
and interest payment oi $61-1.30 is increased to S 736.-15. 

Substituting for the model: 

[$67,602.02(.010746) - ($614.30)1 (93.057438) =

$614.30 (75.671163) (.224521) 

Present Value Cost = Present Value Benefit $10,436 

The present value costs and benefits equate at a unique 
discount rate of 10 percent, which verifies the yield on the 
prepayment investment. 

When the mortgage rate is higher than alternative safe 
market rates, the true benefit from prepaying the mort
gage is in the dollar savings. The nominal dollar savings 
resulting from mortgage prepayment are easily calcu
lated. Since the term of the loan in the example is reduced 
by 120 months, as a result of a $112.15 increase in 
monthly payments, the nominal dollar savings are 
$73,716 ($614.30 x 120 months) less $20,187 ($112.15 
x 180 months) which is $53,529. 

However, the real savings are determined by comparing 
the results of investing the increased payment in the 
market or in the mortgage prepayment. Assume that the 
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FIGURE 2

Ownership Option Variables

standard units seems more important than vainly trying to
keep every un it that is now in the current stock oi housing
authorities, whether the unit is occupied, vacant or unfit-
for-occupancy. This means public housing authorities
nrust choose not to invest in a number of properties or
possibly sell others using lhe proceeds fronr the sale to
m.lintain and cor]struct units with better prospects ior
long-term stal)ilily.

Our tentative findinSs dictate thal it may be wise for big
city housing..luthorities to sell prolects, especially those
u,ith lar6,e numbers of unoccupied and subsLlndard units
on siles where land values are high and use revenues fron't
the sale ro purch.rse and construct new units. This strateSy
may be especially.rpplicable to cities whose large high-
rise public housinB projects have been traditionally in-
hibited try families. Our findings also indicate that scat'
tered site projects in areas of substantial disinvestment
may have to be abandoned because the long-term prog-
nosis is a fate sin'rilar to the surrounding neighborhood.

Tlrese positions are heresy to public housing advocates
rvho want nrore units and more funds for operatinS
sul;sidies to maintain existing units. Their rationale is the
extensive demancl ior low-irrconte housing rvhich has

been clearly documented by every large housing
.ruthority. Public housing authorities are nol being realis-
tic because funds to carrv out those go;ls rvill not be
iorthcomin6 anrl public housinB units prob.rl;ly never
rvill be located in neighborhoods lhat have a potential for
long-term stability. lf public housing is to be effective, it
must be viewed.rs a maint.rinnl)le and renewable re-
source. Ultimatel.v, CIAP represents both a rationalization
ior nraking investment choices in pul;lic housing re-
sources and an obvious consequence oi the public hous-
ing privitization perspective.

NOTES

l. U.S. Deparlment oi Housing rnd Urban Developmenl, Compre_
h(,nsie /Dpro\enert A\\i\tance Prolardn) Prccessingoi PHA Appli(a-
tic,ns iot fiscal\?at I98a l\lodernization funds ll9S5). Noti(e PIH 85-1,
,.

2. U.S. Department oi HousinS rnd Urban Development, Compre_
hen\ive Imprcvement A\sistance Prcgem Comprehentive Planning
dnd Additional lniorm.ltion ior Prcc.\sing fiscal\?at Iq85 CIAP Appli-
..rtions (19851. Noli(e PIH 85 2, l.

]. U.5. Deparlmenl oi Housing and Urban Development. Public
Houring Comprehensive lmprovemenl Assistance Handbook (198.1).

Wa\hington, D.C.: Ll,S. covernmenl Prinling Oilice. 7485.1, rcv.2,
chan8e l, 3-4.

.1. Fox, Clara, "Publi( housinS'l iuture: A look aheaL1." lournal oi
HourirS lNovember,iDecember l98,lr 192.

5. Clark, tindlet. ll.. Jr., "Here 5 n hctusing idea thal's eurelv worlh r
ltr." l|allStreeL loundl(October 9, 198.1).

6. walker, leiirey, "Privatization oi housing pro8rams: Policy and
implicntions." Ioutnal of Hou\inB (Novem ber/De(em ber, 1986)
211.212.

7. Slernlieb, Ceolge, 'Abandonmenl: Urban HousinS Phenome-
tlot\. HUD Challenge\ (N1av 12, l97l).

8. Xolodnli Robett. t\plotinB Ner' s(rileSies br lmprc\inq Public
Housiog lrlana9emenl.Washinglon, D.C.: U.5- Colernment Prinling
Offi(e, HUD-PDR-s()l. p 8.

9. Connerly, Charles, E., "What should be done wirh the public
housing programi" 4PA /oornal {Spring, )986) l.+9-150.

10. Stanfield, Ro.helle. L, "CashinS out housing-A iree markel ap-
pronch lhat mi8hl al5() (ost less." Nrliond/ /our,1.r/ (September I9, l98l )

l6{,1 .

.10. See relerenre.l, pp. 21 22.
-ll. ll should b€ noled thal Men lo Pnrk-Alherlon i5 nol lho \'pical re.rl

eslnle market. The .r.(eplance oI the MtS lisling chanSe i\ .rllributed tct

sophislicated brokers and a wealthy and sophisti(aled (lientele. To

illuslrale, in 1981, lhe a\era8e Menb Prrk-Atherton hr-rme sold ior
5l{t7,000. See relerence l, pp.2l-ll

4,1. See relerence l, p. .ll.
.11. fmpiri.ale!irlerl(e lends lo supuort lhe boardi su\pi(aons. ln Ihe

l9tt ] FTC sludv cited enrlier 62 per(enl oi the surveyed buyers reponeti
that lheir brokers rold them how low a price the seller rvould probablt'
accepl. See releren(e 5, buyer survelr queslion 5lkl), p. 26.

.1.1. See relerence l, pp. 27 28.

.15. ln rhe puresl iorm oi buveri broker.rge. both buler .rnd seller par

their respecti!e aSents. Oicourse, lhe ob!ious concern wilh iee splitlinS
is lhat iilheiee islied loa percentage oi the sale price,lhe motivation oi
the burer's broker lo obuin the lo\lesl price foI lhe buyer is dubious.
Reilly {reierence I'}, pp.9.l-95)suggesls lhal some of tht' problems of fee
spli(in,t could be reduced by usin8 a net purchase pri(e iee.rrrange
nrenl. Bv lhis methcxl, the buyer! broker is paid a flat conlin8enl iee, and
rhe bur'er ofters the seller lhe nel purch.r\e price tthe purch;se price lerr
lhe bulers broker'.\ feet. Thereiore, lhe bu\,er pals hii o\tn broker, rnd
the ,ce iMol liec/ to lh(, purchase price. lel. as noled by Reilly, lhe nel
purchase price method 5ometimei (Juses confu5ion imatng the parlies

and is therefore not widely used in lhe marketplace. Buyers, sellers,
brokers nnd outside participant! such nt lenders, appr.risers.lnd insurer\
are .rccustomed lo lhe slnndard iee spliIin8 arrangemenl.

.16. See relerence.l, pp.9 l0

.17. See reierence:, p. 10.

..18. see reierence l, p. 20.

.t9. See reierence 2, p. 28.
50. see reierence 2, p. 11.

51. The increase in !in8le aSencv arvareness may be nllribuled largel!
to the eiiorls ot \Vho s \! ho in Crealive Finrncing. ln(., nn(l lohn Reill\.
\\'ho'! who in Cre.rtr\e frnancing, lnc., mdintains n Suter:\ 6role/
Reg^trr, which idenliiies brokers lr.rined lo practitt'sin8le.rgency. lt
also publishes.r qu;rrterly newslelter, A8enct Advo(JlE', and olher
iniornration and lools neccessary ior establ,shing a single agency
p(r.tice. ln his book.48encv Re/itionsh,2s ln Red/ tslllc, lohn ReillY
provides a "how to" tluide ior establishing alternative rBencl arrange_
medr\- Sample bu\'er! lisling aSreemenl iorm5 {E\(lusive Righl-to'
Represenl contr.r(ts) nre provided, rlon8 tt ilh ample pr.1(li(.!l and le8al
advice on the do\ and clon'ts oi esl.rbli(hing a single r*en(! pr.rclice.
52. See relerence l, p.;110.
5.1. See reierence 5. volume l, pp.8l-82.
i-1. see relpren(e'; lolume l. pu. q.l qt.
55. Under subaSen(\r the seller nra! be liable lo lhe buver ior

misrepresentalions o[ the cooperati\e broker Re5cissron rs.r remedv ior
5uch nlisrepresenlnlions arailable to lhe buver Horvever, ii sub.rgenc! is

eliminated, this remedy is not available to the buyer. "ln su(h a silualion,
the iinding oi agency betlveen the buyer and selliDg lcooperativei
broker may be more harmiul Io lhe buyer than beneficitl, because the
buyer would lore his nclion of resci\\ion and reslitulion tgainst lhe
seller" See reierenre l l. p. 771, loolnde ]1.

ln respon5e, one commentalor noted lhnt Ihe eliminali()n oi suba8enc!
does nol necessiril\' cleslroy the renred! oi recission lsee re[eren(e ], p.

447). and iurlher noted, " . . . drs(u\\ion oi the buyer's remedier
assumes litiSntion h.rs commenced, iSnorinB the 8o.rl oi stopping
liliSrlion beiore it 5tartr . . . . The eiimin,rtion oi subagencv by avoiding
(oniusing dulies rnd the tendencv to mislead consumerr, should lead Io
le!,! dissalistaction in rerl estate tr.rnsa(lions, and hen(e less litiSalion.
This \tould under(ul the harm thal lhe buler ma! suiier irom lhe loss oi
lhe rescissaon remed\'." See relerence l, p..1.18. t!,en wilhoul the
remedy oi rescission, the buyer 5lill has re(ourse agninst the cooperalive
broker. And, if the sour(e of the misrepresentation is lhe listing broker,
lho buver may ultimntely h]ve recour\e .r8nan5t lhe seller. see relerence
8, p. 100'l, iootnote I l{,.

5(r. $irh 5ubaSenc\, riasellerba(ksouloiadeal 1$ilhoulcause), the
(ooperalive broker rlill hn! a righl lo his commission. Llnder single
nSencli and in the nbsence of a contrJalual a8reemenl bellveen lhe
cooperative broker and seller, the cooperative broker may have no legal
right to his commission. Thereiore,'it is rensclned, lhis threnl to commis-
sions \rill reduce the number of cooperrtive sale!, thereby reducing lhc
etii(iencv oi lhe market. See reference I, p. 72.

Ar alreadt di5(u5srd in this arli(le, there rs no threal to n cooperative
broker! commission. The.ooperalive broker mat be par<l br'the buver.

Or ii lhe seller is lo pav lsLrndard l'ee splil). lhe (ooperalive brckerl
(ommission i5 protected as long as the iee arranSement is parl oi an
express a8re.,nrent.
57. Under \ingle agency, the lislinS and cooperatrve broker! are

;dversaries. Thereiore. il is reasoned that less rniormation on the
property will b€ provided to buvers by the lisling broker and "lnlddi'
tional cosl mighr accrue k) lhe boyer in ordef lo obtain lhe d$ired
i[tormation." See reterence l, p. 7],
This argument is queslionable ior 5everal reason!. First, lhe obie(live of

home seller\ is to markel lheir houses, whith is accomplisherl by
providinS iniormilion to pdentiil bulers. To limil normal markelinS
iniormation to a buver's broker, !u.h a prohibiting propeny inspe.tion,
will redu(e the likelihood oi \nle and thereiore is irrational. Regardless

oi aSency relalionships, relelnnl unfavorable iniormation mud be
revealed. A! nlreadv discussed, the lisling broker has certain le8.rldulies
lo prospective purchasers. These include lhe duly lo enSase in f.rir and
honest business dealinSs and kr disclose propt'rty deiects. se(olld, the
empirical e,,i(lence su8gests that single ageno is normally prncti(ed in
cooperali\r'r;les. even though the legal relationship is subagencv.
Thereiore. eliminatinB subagencv rhould not significantly change trans'
action costs or rhe flow oi inlbrmalion irom il\ present stale. This rs

partially evidenced by the Menlo Park-Atherlon MLs which eliminnted
subagency and used the stanthrcl iee split. See reierence 2, p. 27-.18.

58. See releren(e 14.

59. See reirrences 7. l5 nnd l{).
60. See reierenre 2,1.

6l. The clir( losure iorm is enlirled, "Notice lo Prospective Rerl Est.rte

PurchaseL" nnd slates, 'As.r prospective purchrser you should know,

th.rtr Cenerdlly, the lislinB ind cc,operative (selli E) broker! .rre lhe
aSents oi lhe seller. Their iiducinr), duties oi loyaltv and iaithiLrlness are
o\red to lherr (lieni (lhe sellert" fhe disrbsure iornr iurther \lrle\. "li
r'ou choose to h e a real estnte hroker represent vou as \'our.rsent. vorl
should: Enlel intct a lvrilten (ontracl that cleirlv est.rblishes the obliga-
tions of bolh patres." See relr'rence 14, unnunlbered pages rthich
would b€ .12 .n.i 21.
62. See reference 24, p. l{.
61. The Ti5l torce iu(her n.lvised: The Nlulliple Lirting Poli(t Com-

miltee lhould rer ie$ exininB NlLS Rules and Policies to idenliiv those
chanSes lh.rl 5hould be madt'and those ne\ slruclures thal !houkl be
developed lo better accommr.rd.rle sellers rvho d.t not wish Io sell
through subaHenls.rnd buye15 !vho desire independent represenlrlion.

The Professionrl Standards Commiree should revrew existing.rrli(les
of lhe Crxle oi Ethics, Standnd! oi Practice rnd (ase interprelnlion5 to
identii! thole lhal are predi(.rled on an.rssume(l \uba8enc\ reli(ion'
5hip bet$een lielinB and \ellinH broker and propose clariiication\ and
modific,rlions lhat rvould govern RtALTORST iun(lioninB in.rn rdver'
sarial relationship.
The Le8.1l Education Sub.ommittee and leBnl Action Committee

should prepare tor issuan(e tct.rll member bo.rrds a comprehensive
'A8enc!'Edurntion Progr.rnr" including, but not limited to, the iollow-
ing: prepar.ltion oi malerirl5 relllting to buver( brokera8e- in(ludin,a
a8eocy ngreemenls and de\criution5 o[ riShls nnd obligations as distin-
guished lrom lhole oi listing brokerages. See reference 2.1, pp. l5 I6.
64. Rule oi the Texas Real Estate Commissron, sec.515.162, "Dis'

closure oi ABerrcy-Residen(i,rl," eftective Seplember 1988.
65. See reierence 20-

66. Cal. Ci!. Code SS2l7l'l i82 (\\'est Supp. I987)(eilectiYe l.nuary
t, 1988).
67. See reiercn(e 5, volume l, p. l9l, foolnole 571.
68. See relerence l, p.420.
69. Thii rese,rrch has iorust'd on agentr Lrrv .rnd issues in the

residentirl brokera8e industr\'. The findings prt'sented here do nol
necessarih .:rpplr lo the commercial broker.r8e indusk!. The (ouns
have a diiierenl perception c,i the private home buyer and the commer-
cial propeny rnvestor. The.rSenry issues in the residenlial broker.rge
industry arise because the courls with to prolert home buyers and
sellers. Howerer, the alrthor! nnticipate that no :uch protection rvould
be aftorded to commercial invellora. Thereiore, the a8ency (ase law ior
commerci.rl brokerage will lrrob.rbl\,be diiterenl irom that oi re\identral
brokerage.
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(including, for example, properties for sale by owner),
instead of the traditional broker! showing, which usually
consists of properties listed in the MLS.

ln a cooperative sale, a buyer's agency is advantaBeous lo
brokers and to the seller. For the cooperative broket
conflicts of interest and the risk of undisclosed dual
agency are minimized. Underthe subagency model, both
the listing broker and the seller are liable for the acts of the
cooperative broker. This is especially unfair to lhe seller
who has little, if any, control over the cooperative broker.

The objective of this research is not to advocate the
elimination of subagency. Buyer's agency is simply an
alternative for home buyers, an alternative that lhey
should know about and that should be made available to
them. Some buyers may prefer to be treated as customers
rather than as clients and retain the ri8ht to work with
several brokers. As for home sellers, some may prefer
using a subagent; others may not want to be liable for the
acts of cooperative brokers or may be wary of the cooper-
ative broker's true loyalty. Therefore, sellers should be
free to list their homes but not permit the listing broker to
use subaBents.

Agency is a consumer issue. lt concerns the consumer's
right to be informed of agency relationships and his right
to freely choose the agency relationship that is best.
Brokers, as servants of the consumer, may serve them-
selves best if they make the interests of consumers the first
priority, work to educate consumers and strive to protect
the riSht of free choice.

NOTES

l. sft referen(e 22, se(tion l.
2. According (o a federa, Trade Commission consLrmer survey, 6()

percent ol brokered home sales involved cooperalive brokers. See

reference 5, volume l, p. 182.
l. see reiqence 21, pp.770'771.
.1. For e\ample, pnr.r8raph 5 oi the Exclusive ListinS ASreemenl oi

the Denlon Ifexnsl Board oi RtALTORSI, lnc., reads as iollo\y\: "MUL-
TIPLt LlSTlNC SERVICEITI . . . Owner aBrees thal all members oi said

lNltsl seni.e and orher BROKTRS ma)'cooperale \tith BROKER in
pro(urinB or allempting lo procure a Buver for lhe prop€rtv.'

i. See reierence 22, seclion 5.
6. see reieren(e 3. p.402.
7- see reieren(es 6, ll, l2 and 21.
8. k'e reierence 6, pp. ll.l-115.
9. lngdlls v. Ri(e, 5ll S.$l 2d 78 (Tex. Ci!. App.-Houslon, 19741;

Cameron v. Tenell and Crlrell, 618 S.W 2d 5]5 (Tex. l98l); [rcRae v.

qolstad,641, P 2d 771 (Wash. Civ. App.1982); Fulbn \'. Aszmdn, 111,
N.E.2d ltol (Ohio App. l98l).
10. see reierence ll, p.634.
ll. A note in Ihe Ha^?rd lar{.Review recommends, inslead of relying

on agency law to impose tort liabilily on brokers, lo require them,
wilhout .1n acl oi the state leSislatures, to inspecl in some detail the
homes they would sell and lo disclose all such intormalion lo prospe(-
live buyers. See relerence 17. A "lon" is a civil wron8, independenl oi
contrn(t or criminal l.rw. For example, negliSence i! a irequently
Iitig.rled tort.

12. 5ee reGrencet 9 and 25.
ll. see reieren(e lS lnd relerence 5, volume l, p. l9i.
I'1. see relerence 5, volume l, pp. 183 184.
I5. This findinB i5 iurlher confirmed by a 1984 survey bv lhe ll.lwaii

Real Eslate Commission which iound that 90 percent oithe buvers who
dealt with n cooperati!€ broke( ihouSht thev lvere represented by lhe
(ooperalive aBent. see relerence 11, p. l2 lciting releren(e ll, pp- 6-17
ro 6-l8l

16. ln practice, those brokers rvho consciously (hoo5e to acl a5 dual
agents usually acl merely as middlemen, brin8ins the p.rrties to8ether
.lnd penbrmin8 minimal tasks ior either or both p.rrlies in order to
iacilitate the transaclion.

17. See relerence .1, p,:118.
18. See reference 8, p.390.
19. see relerence l.l, p. l0-
-10. See reference 8, pp. 185, 189.
,:1. ()therlegal remediesareavailabletolhepliinlrll. Theplainlrllalso

may sue [or damages and return oi the comfli!sion. see reierence 8, p,

]q0.
22. 5e€ reierence 8, p- 190.
21. see relerence 19, p.5{.
24. See references 4 and 10.

25. see relerence 19, p. 9l and reierence 4. pu. 679'680.
26. 58 Atiz. 462, 467, 121 P.2d 423, 425 (19.12). This .rppro.rch was

also used in Menzel v. Morue, 162 N.W2d 465,475 (lov,,r l9B5).
27. 193 Neb.586, 596-97,228 N.W2d 287,29J-9.1 (1975).

2a. I21 Atiz. 36,37 ,601 P2dI320, IJ2l (l979).seealso, 
^relJzel, 

]62
N. W.2d at.l75.
29. Jtl A.2d 207 (Del.5uper. Ct. 1975).
J0. Many of lhe "Srandiather case!." rvhi(h laler opinionr poinl for

their rnlionJles, were restraint oi lracle c.rses in whi(h the coun an-
alyzed the iunction oi MLS. For examples, see Unitod Strlei r. Rer/t!
Aru/r,-li!-I, 629 F.2d l l5l (sth Cir. 1980): Sro/troan I Beneiicinl finance
Co.,716 P.2d l9l (Colo. 1987)j and /orr,r v C<lar Rapids Banrd oi
Rer/lors!, 100 N.\'. 2d 127 (19811. Oi \pe(r.rl inlerell is fr,ie// r.

NclrmdD. 7l \\ash. 2d 520. .129 P2d 86.1 ll967l. in whi(h lhe courl
iound suba8ency in spite oi the local MtS polir! (nol $ritlen inlo the
lislinB contra(l) thal lhe cooperative broker was the buyer s agt'nt. The
coud held lhat i local MLS could not chan8e basi( rUles oi,rSencY b! a

lxilicy or re8ulalion outside oi the li5linS (ontra(t.
]1. Se€ reterence 2.1. exhibrt 2, p. 21.
12. For addilional discussion on boih minorily .1nd majorily rourt

opinions, see reterence l, pp. 404-418.
ll. SubaBency may be crealed even lhouSh lhe prope(y is nol listed

wilh MLS. see reference 1, p. 29; referen.e 19, p- 167; rnd relerence l,
pp. 409 and 4ll415.
J4. Buyert brokers praclicinB in minority rule st.rtes should al\o adopt

lhese procedures to avoid any possible dual n8ency allegations.
J5. As long as the asency relation i5 clenr, it does nol maller le8ally

rvho pays the fee. See Velten v. Robe son,6Tl P,:d l0ll lco. 198])and
Ri<hatdton \,. DuPree,l22 5.E. 707 (Ctr. 192.{). l'1o!vever, ii the aSency
relalionship is unclear, the couns probably rvill use the source oi
p,ryment Io establish the nature oi lhe ;gency relalionship.

16. According to NAR, another reason ior erpressly eslahli5hinB lhe
fee arranSement is. "ii a cooperatinS broker 50 decllre5 hrmleli a\ an
agent of the buyer, the broker has no eniorceable riEht to be conlpen'
sated as r subaSent by reason of the sub,l8ency oiter extended throu8h
the MtS . .. Anv comp€nsalion arranSemenl berreen lhe lislin8
broker and a broker representin8 lhe buyer will have lo be neSotialed
ourside of lhe MIS iramework." See reierence 2t, e,(hib'l l,p. l5'26.
while agency and iee split arranBemenls musl be expressl! eslab'

lished, thisdoes not mean they neccessrril\' havelobe in nritinF. Nol all
sldles require aBenct, aSreements (e.8., lislinS a8reemenls) lo b,e in
writing. See reference 24, exhibil 2, p.2. However, regardless oi
individual stile laws, a prudent broker should put d// aSency and iee
split a8reemenls in writing.
while most buyer's brokers develop their own buyer! lislinS a8ree-

ment forms, in Colorado, a buyerl broker musl use a state-approved
buyer! agency agreement. See ret-erence 19, p.89.
17 qee rPferen.e 2.

18. see relerence 13, p.6.
19. The basic findin8s ofthe l98l Caliiornia sludy (reference 2)were

that, in Calitornia, the practice of single aSen(y wn5 exlremely linriled
and was orienled to commercial and inveslmenl lransnclions (p. ll),
These commercial brokers tended to work on their own or to have n

small sales slait, to belong to a local Board of REAITORST (p. 19, and to
serve an established clientele rvho engaged in repeated commer.ial
transa(tions (p. I {). They did not alwa_vs limit their practices ex(lusively
to sin8le a8ency. Most entered inlo both dual ,rnd subagency .rrran6e
menl5 when necessary (p.24). Compensation arranSemenls lvere l-lex-

ible, though the three basic methods rvere: a percentage oi sale pri(e, a

ilal l-ee lusually conlinBent on snle), or.rn hourlv wage (p. 27t

ll. Lublin, loann, S, "Declinin8 housinS aid worsens the stru88le ior
many poor people-" lvallSneet lounal l{ugust ll, 1984).

ll. $'a,ler, "Privatization oi housing pro8rams,"al 2{6.

ll. loner. Michael, "Commentary. Housin8 voucher plan is shcrn-
si8hred." Sl. Loui5 Post-Dispatch luarch 23. 1987).

1.1- Clark.'A housin8 idea that! lvonh a try."
l5- Lublin, ,oann, 5, "ln lov/-income public housinS projects, lenants

have new hope of bein8 owners." lth// slreet /ourndl (April 2. 1985).
16. Silver, Hilary, McDonald, ,udilh, nnd Ronald J. Oniz, "SellinS

public housing: The methods and motivations." lounal oi HousinB
rNovember/Decemb€r, 19A5) 226-227.
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PROf ECTTNC HOUSTNC DEMAND FROM
DEMOGRAPHICS

by lames A. Runnels, CRE

rr arket sludies are one oi the mosl interestr]B and
lYI .enainly the most challenging assignnrenti that
real estate analysts are asked to pertorm. The purpose of
the residential m.rrket study is to aid the land planner in
making reconrmendations on land uses and physical
developnrent tl']al will be accepted by the largest percent-
age of the nrarket. Specific land use recommendations
and projected absorption rates then lay the foundation for
development, master planning and econonric feasibility
studies.

"Every markel study involves an analysis of two itenrs.
One is the present and future demand for a certain type of
land use. The other is the present and future supply of
competilive tacilities of that type in the area."r The most
challenging aspect of a nrarket study is the estimation of
future demand. However, previous supply and dem..rnd
trends fronr puhlished sources and primarv research
provide guidelines for proiectinB future trends.

The real estate analyst may use demographic iniornr.r-
tion, in the form oi household population proiections, to
estimate the demand for housing units in a given are.r.
The basic assunrption is that each new household forma-
tion requires some type of housing unit, ranging fronr
subsidized housing to estate homes. Thereiore, a pro-
jected growth in household population translates into.rn
increased demand for housing which may be divided
between owner-occupied and renter-occupied.

Further refinements in demand projections may be based
on household income estimates and projections. Income
levels determine the price ranges of homes and the
market's ability to buy or rent. Most demoSraphic mate-
rials quantify the number of households by income levels,
which allows the analyst to estimate what a speciiic
market can and cannot .rttord.

h,a,es A. Runncls, CRf. r.< vice ptesident ol Merrill L,t'n< h Capital
Itlarkels, lnrestmenl Bankin+, Real tstate Croup, Dalla\. He ha\ b@n
aclitel\ enBaqed in real etlate anal\'sis, market and ieasibilitt studies
and loan portiolio re\ie\\'since 1976-

Menlo Park-Atherton brokers, "a large majority of brokers
continue to split fees. lnterviewees did not identify anv
significant problenrs with the fee splitting method. Coop-
eraling brokers don't perceive a reduction in their effec-
tiveness in representinS the buyer although they are
reinrbursed by the seller."r{ It

The sludy attributed the limited use oi single agency to: a

lack oi iniormation and enthusiasm about single ag,ency
among lhe local MLSs;rb a perceived lack of consunrer
denrand;{, and "uncertainty, and a degree of suspicion,
regarding the possible effects of the change on estab-
lished [ML5] practices."rs The California study con-
cluded that "the maior motivation for brokers to practice
single ag,ency is .1 commitment to a particular form of
'protessionalism' of lhe real estate industry. This concep-
tion stresses clarity of obligations to a single client, landl
effective representation in a (potentially) adversarial situ-
ation...."r"
The study concluded that in the future "brokers nray
begin to practice single agency increasingly to avoid legal
problems, given the confused state of case law" and "the
single agency method can be expected to increase...
due to the iacl that a networking effort is currently
underway . . . lo promote the single agency method and
give single agency brokers an organizational focus'/.5r]' 5r

The study iurther noted that, while only the Menlo Park-
Atherton MLS had adopted single agency (as oi l98l),
"several lother MLSsI are currently discussing the elim-
ination of sub..rgency in favor of single aSency under-
standinSs." ln 1984, the California, Sonoma County MLS
eliminated subagency from its Iisting agreement.5r

lndustry Response

Within the re.rl estate industry, NAR with over 800,000
members, is the nalion's largest trade and professional
association. ll supports affiliated state associalions and
local Boards of R[ALTORS! by participating actively and
aggressively in the resolution of political issues concern-
in8 real est.lte.5r Through the local boards, NAR oversees
90 percent oi the nation's MLSs, and membership in MLS
is essential for a broker to compete and etfectively nrarket
homes in most areas.5r Clearly, NAR and its affiliates-
state associations, local boards and their MLSs-have the
legal, political, and institutional power to significantly
influence the advent of buyer's agency.

Of course, when agency begdn lo emerge as an issue in
the late 1970s, the brokerage industry was reluctant to
change established business practices. Also, there was
concern that subagency would be eliminated by mandate
and buyers would be required to retain a broker. ln
response, the industry mixed legitimate concerns with
natural resistance to change,5s claiming such conse-
quences as commission arran8ements may be threat-
ened5', and tran5.lction (ost5 may rise.i-
However, NAR now is addressing the agency issue and is

opening the door to buyer's agency practices. The first
step in this process was lo educate brokers. ln 1986, NAR
developed a pamphlet for its members that discussed in
detail the agency issue and various agency arrangen'rents,

including buyer's brokerage.iE The booklet admonished
brokers to disclose their a8ency relationship to the buyer
and proi,ided a sample disclosure notice fornr ior this
purpose. lts trade magazine also has educated brokers
:bout their agency duties and alternatives.r"

ln addition, NAR has responded to the challenge of
educ.rting prospective buyers. lts 1986 Agency T.tsl, force
F inal Report'o developed the buyer d isclosure fornr men-
tioned previously, which explains to the prospective
buyer lhe implications of subagency and further informs
buyers of their right to hire their own represenLrlive.6l
The task force, in its recommendations to the state asso-
ci.itions, suggested the adoption of the requirement that
"each licensee shall deliver the ldisclosure noticel to
e.rch prospective purchaser . . . . Failure to deliver the
required Notice and obtain acknowledgement . . . may
be grounds for disciplinary action."6r or At least one
state real estate commission in Texas has .rdopted a
disclosure requirement similar to this proposJl.u{ Along
with NARs push for required disclosure among its state
associations, numerous state leSislatures currently are
considering, or have passed, laws to require agency
disclosure.65 For instance, California recently passed
such a disclosure regulation.66

Since the education of brokers and buyers already has
begun, the next step will be to educate sellers. These
people are normally unaware that the cooperative broker
is their subagent. AccordinB to the FTC study, at least 74
percent of sellers believe that the cooperative broker is

the buyert agent.67 The difficulty begins with the stan-
dardized MLS contracts, which create subagency. As one
commenlator notes, "ln all probability, sellers rarely read
or understand the contents of the standard iornr listing
agreenents they sign, nor do they give much thought lo
the scope of their authorization of sub-agency."6r' Dis-
closure oi agency, in plain and understandable language,
should be required for prospective sellers. Such dis-
closure should explain that the typical lislinS contract
creates subag,ency, and it should outline the leg,al impli-
cations oi subagency.

ln the future, buyer's agency probably will be common-
place in the residential brokerage industry.6! The home
buyer is not interested in industry disaster speculations
nor in inconvenience to brokers who may be set in their
w.lys. As buyers discover from disclosure th.rt they have
not been /egal/y represented in cooperative sales, as

barriers such as industry discrimination and standardized
forms are removed, as more MLSs eliminate subag,ency
from the listing contract, buyer's ag,ency will inevitably
emerSe.

Conclusion

Oi the agency alternatives discussed in this article, only
one, buyer's agency, fully protects the rights and interests
of home buyers in a cooperative sale. Besides client-like
representation, buyer's agency produces other benefits.
Buyer's agency permits the buyer to Sain access to a much
larger nrarketplace, because the buyer's broker is
motivated to show the buyer a// available properties

Demographic information can provide
valuadle support l'or projections oi l'uture
housing demand.

Housing Demand

While completing a t-easibility study of a proposed 500-
acre residential subdivision in suburt:an Chic..rgo, we
utilized a method described by Barret and Bl.1ir to esti-
mate the future demand for housing units in our subject
are.1.r A market area was selected based on major lraffic
arteries and employment centers. A five-mile radius was
selecled because of the rural nature of our loc.llion.

Housing demand was projected as follorvs:

Proiecled increase in household
populalion 1988-1991

VJ(ancy taclor oi 5"6
50.1-lt

.05
2,507

+ 50. l.l i
ToLrlestimaled housin8 required by 1990 tl.i,5l

t.l REAL ESTATE I55UE5, SPRINC/SUMMER ]989 WALLER AND WALLER: PROTECTINC HOME BUYERS IN COOPERATIVELY BROKERED SAIES 35

t



urnL]\
..i -i ( 

,ri
F

raco\oF
..)\ocooirt

e.n:l-.ru)oo\F
:l\o

!O
cO

-.{$O
..i -id-;d 

<
;

1\qq
oocoo

r/)o
ol ..1

rara-i.\tlt,o-o\@
$

al .aoa.l!n-oa!\or.1
1"1 

\o- "1 d:o:ol 
..! \ 

N
-;

rn@
\o.a\oN

\ot.)\oao
N

al-

9q4.:
N

\O
F

!O
.rrO

\O
t

- 9 n qoq.1 q14 
q

F
a{ra.a(aar@

o[.tn
q9-q1.-!
-1-..rO

.{O
tn

@
raN

c
cooco.\

N
N

r-: o.
La.rF

r\.iLaF
o\\o=

t
t.J\O

$-^l\O
-N

(O
!O

-i
L1 $- !o- r\- -- ^1 -- .o- N

- 1 x
.ara\O

.ar\N
a.lf\\O

N
N

al-

F
N

!O
c.l

\1\.1
F

F
<

ta\]..l\oo\oF
..l

O
<

fN
stN

F
slO

\o:l
q \': 

q'1 ':
\ooo.{o.f
01 -----

-tq\.:

F
 

o.i!_.l 
.rt t..r 

- 
N

.r
N

!a-r^C
O

O
,:lC

O
!O

t^--l
.o- "1 -- o-q 

@
- ^l L1 co-qK

o1 .a ,\ -a \o o .? oi rr.r ,

N

(o a.l

(}r-crr
oio-t
"1 .o. c{

.!o@
.\rF

o. "1 "1 .o- "1

O
. O

 \o =
l' O

l
o. N

.aol 
0i

c- .o- .! -r. 'r.

o@
o._.1

.o@
..rN

o.
c-o-o.q11
!o .{ 

.a -

'o. co- ..1 \ 
\

O
oi 

cO
ol .\

\o-.r

ot-cottn
r:ridr-.--'

N
 ..r O

 .{ \o ra
-\O

\O
.O

O
-

d.ri 
c..i 

<
o'

aO
-t@

.a-
o1 r.l .a N

 .\r \o
...t.!-$v.rt
d-i 

{..i 6

!O
.'r-t-O

.a
C

-O
N

.\lcO
cO

. N
 - 

@
. ..) @

-
a.l 

t_ 
.a

o1

N"1

rn i\ 
rn c) .a all

q.o-ra9N
,1 .1 $- O

. .a- ..:
C

)O
Loc'\rn

-l N
 o\.. 

crl co
-I 

F
 

F
 

N
 

- 
.:

O
r\-c)@

@
ra o1 -rto'o\
co. co- u1 !o- r\ d
- 

-t o\ .r 
!i-

N
!O

o.l
9. O

'
Nto\
.1 co

F
O

@
- co

E

.9Eo-oEO
 c"r

-O
1

ao,
_oo-coloI

UIo-dOo:o:ooz2oozaloIotrUdd.o-,'1zzld.o,oulL]zdo-)It-u

,9U
Eet,

T
l.

=
r9E

o..

FcoX

o,.1.

E
-

,Y
 

6J

E
C

:
;}F
B

od
I

O
J

-o9.f

..jl 
N

 s \o
E

6<
r.{9\O

.oO
-Lnt^

3:

0,)
>

' 
q)

La.a t\ O
 !'{ 

<
'i 

+
 

E
p

F
F

.r..,t.fl 
$ta\o 

a <
O

\O
sl@

-LA
L^1.)!at^.9

- 
-.!.\..) 

$ 
ra \9 -o

.. 
0.)

o>6D
-

-oc
cj
.E

 J3
-lf,.
c,Y

dl! 
C

uC
!- 

ro
o 

v 
->

 
L 

o,

>
co<

<
u.E

.. 
.9

(rc
U

T
E

.!d
E

 
\r\

.9

q)
.!a-ooLo)

ccccl
-.Looooo
Y

 !' !. !' o-r
u0r0Jortu

-.c o_ o_ o- o_ !r-
;-.\r<

r
i 

-+
.J

i 
-?

fo-o-
.:of_oo-

.9 *; 
.; .! 

o, 0J ,1. _o o/ o 
,,'. E

 
i 

-, 
o/ 0/ ,.' oJ ! 

q,, c .=
 

co
,^ r 

tD
 Y

 
tu =

 =
 

a Y
 =

 =
 

0J iil -: 
dr =

 =
 

! =
 

: 
:9d:

; i;E
q;:i;E

i;;irliglf i E
f:

-f E
 r I u n E

: E
i+

'- 
- 'rz e -' t 

- i', - 
cJ

E
 =

E
 *: d o,-r. ? E

 c=
-H

g* E
 ;,-oi Z

 
E

-=
i

*+
s"ii5:E

+
i;;i:s R

:*;? gA
; -

ri::+
i 5=

; s: H
i;: ie E

 [E
 i+

 ]t
a iiE

'H
,i :5 E

+
li: E

 p t aE
 f B

 ;;; i
=

2.-aP
 ai.:E

Z
=

ii-. 
e ! lr 

i 6 
a P

 9:

i :T
E

:I;; : IE
 *i; ;:E

I:A
i, $A

:
t !*i * iilsE

s;E
tilr?tt+

i !;gg
g E

i;F
 r; E

sE
+

;i rE
 :::;I:; E

; i:
5 s iE

;;E
E

E
 #;:E

t jai:;tE
 t E

i;

E
i€;;iE

is +
+

iii:;iiE
li Ii€ii;;E

I:i;;;:rg E
ffE

+
f:iiit$ E

t[;itiir
t;€;!*:E

t; i!i:E
irffiii i;iE

*iiiE

* * : E
 i;a{tiiffiii; iiE

i !;g ; i; =
 ; : t ? r

;i:E
;it8ffE

fi

E
+

 ;i aE
 t* ;* 

E
 cE

iiiiiE
iiiE

 E
iiiiE

iii
: at H

t fiE
 E

=
.";=

 5 ! E
t i

- =
E

 
l;l_c 

o, ci ?.i:",i 
E

.a ^- X
e;*r;li=

=
E

E
;B

-E
iE

;:;;;:r=
F

E
iE

E
g:S

i
=

=
 

U
 " E

=
 ! o.q I c A

i i; r;3E
;Y

t;;t 
=

 'r
!:f :*r;: E

i:*:srs
;;i E

; iE
ii* !iE

:E
 I

iiir+
fiit;B

=
i*E

fi
*:s;i;f ;=

t+
tira*t

E
il;itiiE

i:;iii;$

!oo:
0rf
aJ .0 ao

9,=
i:

.: c h+
c r 

q-o
a E

 a-
:* 

ct 
-

6=
7'E

>
.o 

c 
>

':.:
; 

or I 
i.i ;i

f 
:=

 
qr 6

a! r9:9
c 

.: 
L;ie 

o
9o g i^ j 

P
 E

<
; 

F
[.: 

E
-. g: 

tq 
<

l'=
orui!:

E
 d: P

9 6

if ; E
E

ig=
 ;fi;:=

"!=
 Ig+

:,;j=
 3;*;;:!

;+
 E

:ii;t i;;E
;i:3!t:;;gq, :;E

i;!i
|i=

,iE
E

i : 5 ;;ii=
ii:r i,;!jj 

s

it i iiiiii=
 iliiiiE

?ii:iiiii ;:; ii I g

E
E

s :+
3€i;; ;E

E
ii;iii;:3i:ti ii;i5E

i;
tH

E
 s:lE

:E
 E

JifitE
E

-+
g*E

 E
t* [;:€r:* p* E



Units pregentlv (onltru(ted
Units permitted but not yet

13,217

261

" .i 119
[stimnle oi presenl hou$in8 supplv - .15,686

Estimaled lotrldem.rnd ior units 6,96r-

Estimaled total demnnd ior unit5 ea(h 
- 11

year belween 1988 and l99l I ,19.]

AssuminB cen.lin o((upan(y rntes, lhe total demand ior unit5 per year
belween 1988 and l99l !!ns 15 irlllor!5:
Owner-Oc(upied Unirs 6A.0"/., 947
Attn.hed hou!in8: 15.O't" 126
Detached housing: 55.0'l. 520

Renter-Occupied Unit:, 12.090 446

Household population projection figures were available
from a number of sources. Demographic information
from Urban Decisions Systems, lnc., Los Angeles, CA,
was used in this analysis (see Exhibits I and ll).r

Once the household population was projected, an al-
lowance was made for choices and movement in the
market involving homes and apartment units for sale or
lease. The typical 5 percent vacancy factor was used
unless local market conditions dictated otherwise.

Unils presently constructed included the number of
housinB units within our nrarket area. This intormation
was provided by the demographic service we used, al-
though it also could have been obtained from the local
city planning commission or updaled from U.S. Census
reports.

U nits permitted included the housing stock that would be
added to the inventory in the near future. Th is information
was iound al the county planning and permit orfice.

Within the existing housing stock were vacant single-
timily and multiJamily units. Consistency required that
an allowance be made for vacant units in the existing
housing stock as il was made in the projected housing
demand.

The estimated demand for housing units of all types for
the next iive years in our nrarkel are.r was 6,967 or 1,393
per year.

Demographic data provided historical information on the
number and percenlrSe of owner-occupied and renter-
occupied units in our area. Historically speaking, the
neighborhood had a hi6h ratio of owner-occupied units.
lf all factors renrained the s.rme, the.rnnual demand of
1,393 housing units rvould be split into 947 168 percent)
owner-occupied units and.146 (32 percent) renter-occu-
pied units. lntornralion from the Multiple ListinB Service
indicated that attached housing conrprised 55 percent of
the existinB owner-occupied nrarket while detached
housing comprised 45 percent of the market. This re-
sulted in an estimate of future demand in the subiect area
of 426 detached units and 521 altached units (e.g., con-
dominiums, townhomes, etc.).

Capture Rate

The capture rate is that percent of the total housing nrarket
that the subiect subdivision is expected to capture. ln
theory, each subdivision within a market area should
capture its fair share of the projected housing market. For
example, if there are l0 competing subdivisions within
the market area, all things being equal, each subdivision
can be expected to capture l0 percent of the new home
sales within the area. C.rpture rates ior competing subdi-
visions may be calculated by dividing the number of lots
sold within the subdivision by the total number of lots
sold tor the area or county in which the subdivision
resides.

The capture rate is based on lhe market p€netration
theory which is utilized in hotel valuation and compares
the subject's market penetralion, or capture rate, with that
of the competition.
ln our example, we surveyed all conrpeting subdivisions
regarding pricing, amenity packages, proximity to major
employment centers, financing ternrs and transportation.
Historical lot absorption was traced in all competing
subdivisions (see Table 1).

the principal, but for whose conduct the agent agrees
with the principal to l>e prinrarily responsible."s There-
fore, a sub.rgent is essentia lly an agent of both the primary
agenl and the principal, but the subaSent has a fiduciary
duty to the principal. Like the primary agent, the suba8ent
must .rct solely for the benefil of h is principal. ln the usual
transaction and in the al;sence of special contractual
arrangements, any cooperative broker is {by force of the
listing contract, conrnrercial tradition, and the case law) a
subagenl for the seller Consequently, when the listing
contract conta ins such a provision, as do the vast maiority
of residential listinS contracts (and almost all Multiple
Listing Service aSreements),6 tl're cooperative broker has

the duties of agency imposed upon him as a subagent oi
the /lstlng broker. Numerous court cases support the
imposition of these duties, and many books and articles
discuss the legal theories underlying, and liabilities cre-
ated by, lhe law of agency and subagency.T

Agent-Buyer Relationship

Althoug,h the l>roker is d irectly responsible to the seller (as

.18ent or suba8ent, he also has certain legal duties to
prospective purch.rsers. Basically, these duties are to
enBage in Lrir and honest business dealings, to disclose
property defects and to disclose the broker's interest in the
real eshte, ii.rny.3 Although the broker's duty of iaithful
perlbrmance runs to the seller, the broker must act in
good faith wilh third parties .rnd cannot be part of any
fraud on lrchalf oi the principal.

Several courts have held brokers liable to buyers for
material nrisrepresentations and/or false advertisinE.e
California recently has imposed a duty on brokers to
inspect the property they will sell.ro rr Additionallv new
services offered by real estate brokers are leading to new
fornrs of liability. For example, the courts have held the
broker liable to the buyer when he has assisted in creative
fin"rnc;nB.rr Furthec se//er-s may be liable not only for the
acts of the listing broker, over whom they have some
control through person.rl contact and contract, but also
for tl're acts of the cooperative broker, whom they may
never l'rave met and of wl'rose existence they may not have
known until an offer to buy was made.rl

The lssue: Buyer Representation

Subagencv does not reflect the reality of the marketplace.
According lo a 1981 Federal Trade Commission study, 7l
percent of the home buyers who dealt with a cooperative
broker thought the cooperative broker was their
represent.-rlive.lr Il
This empirical iindin,l suEgests that the law of subagency
and the natural working relationship that evolves be-
tween buyer and cooperative broker are in direct conflict.
ln practice, if the cooperative broker ever meets the seller,
it is usually upon presentation of a purchase otler or, at the
earliest, when the cooperative broker is showing the
property to.r prospective buyer On the other hand, the
cooperative broker'.s relationship with the buyer is quite
dif{erent. Otien, the broker has been in the company of
the purch..rser for nrany hours and talked with the buyer at

some length about the buyerl needs, preterences, finan-
cial situation and other matters of a rather personal
nature. Afler such extensive contJct between the buyer
and lhe cooperative broker, it is onlv natural for the broker
to empathize !vith the buyer and for the buyer to teel that
the broker represents his interests.

Because oi such extensive contact with the brokee the
buyer is justified in believing or hopinB that the coopera-
tive broker will do his best to oblain the property for the
buyer at the lowest possible price and on the most
advantageous terms. Of course, for the cooperative
broker lo attempt to do so is a violation of his fiduciary
d uty as the seller's su bagent. U nder theories of trad itiona I

agency law, it is the cooper.rtive broker's legal duty to
obtain the b€sl terms and highest possible price for the
seller. Even with disclosures, the cooperative broker is in
an untenable position because conflicts of interest are
practically unavoidable. More importantly, under the
suba6,ency nrodel the buyer is not legally represented in
the transaction. Regardless oi seller or broker after-the-
fact liability ..rfforded under agency law the typically
unsophisticated honre buyer simply is not legally repre-
sented during, a highly significant transaction-the pur-
chase of his home. For buyers who want such representa-
tion, a different agency model is clearly needed.
Representation ior buyers is available in one oi two ways:
dual agency or buyer s agencv

Dual Agency

One .rltern,rtive to the suba5iency model is dual agency,
wherein the cooperative broker simultaneously repre-
sents both the seller.rnd the buyer The major problem
rvith dual ..iBency is thal the broker must fulfill a duty of
loyalty lo adversaries (the buyer and seller) which, of
course, is impossible. The broker cannot properly assisl
either party in ne8otialions because to Eain an advantage
ior one party is to lose the advantage for the otherr6

"lSltatutes and cases in many slates . . . prohibit dual
agency unless it is fully disclosed to all parties . . . ",r7
meaning both seller and buyer must know of, and ex-
pressly consent to, dual representation. Frequently, how-
ever, cooperalive agents develop such a working relation-
ship with the buyer lhat, in subsequent litigation, the
brokers are held to be agents of the buyer (based on the
agent's acts) and the seller (based on the listing contract),
arrd, therefore, they are deemed to be dual agents. Since
such brokers do not intend to be agents of the buyers,
their dual agencv obviously is undisclosed. The case law
is harshest to the undisclosed dual agent because this
type oI agency is perceived to be a species of fraud against
both buyer and seller.r3

While undisclosed du.rl agency is clearly unlawful, the
National Association of REALTORS! (NAR) warns real
estate brokers to avoid disclosed dual agency. "The dis-
closures and consenls necessary to make a dual agency
l.rwful are so conrprehensive and specific that a typical
real esLlte broker cannot undertake them as a matter of
routine."r'r Particularly in California, but also in other
states, lhe courls have not hesitated to hold that an

Vr(,rn.! ir( tor oi ;',"
{ 1,510

.05

TABTE 
-I

Comparison Of CompetinB Subdivisions

Subdivision
Name

Total No.
Developed

Lots

Date
Sales
Began

Total No.
Lots
Sold

No. Lots
Sold Per
Month

Housing
Type

Average
Home
Price

Villa Verde
The Arbors
Chatham Manor
Lexington Park
LeParc
Hidden Lake
Summerset
HiBhland Point
Terramere
Sunsel Ridge

336
130
180
220
180
152

B4
100
400
164

1B.OB
5.67
4.21

I t.l5
22.OO
9.61
8.86
L3l
3.70
3.3 5

6/88
1/84
5/85
6/87
1/BB
)/tt/

12/87
6/81
1/84
6iB5

235
106
r 61
1 .15

110
135

64
1i3
200
121

Condo
Condo
Condo
Condo
Condo
Condo
Duplex

Single Family
Single Family
Single Family

$ s6,100
$ 6r,750
$ 75,750
$ 70,500
$ 8r,250
$ 80,000
s 7s,750
$ r 00,000
$ 1 s9,000
$16r ,s00
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Sou(e: L.S. Bureau oi the Census

examined the nature of the jobs in th is office-based 5iroup
by focusing on specific occupations (see Exhibit l).

EXHIBIT I

Office-Based Service Employment lndustries

Banking
Savings .rnd loan associations
Credit agencies
Security, commodity, brokerage, investment companies
lnsurance
Real estate, including real estate insurance
AdvertisinB
Personnel supply services
Business manaSemenl and r onsulting :ervit es
Computer and dal; processing services
Detective and protective services
lob training and rehabilitation services
Legal services
Membership organizations
lngineering, architectural, and sun eying serr'ices
AccounlinS. auditing, and bookkeeping, services
Noncommercial educational and scientific research

services
Miscellaneous professional and related services
Public administration

Employment Distribulions ln City And Suburbs

About I 7 percenl (5,996t of all employees su^,eyed in the
iive-county area worked in office categories. Of these
5,996 office enrployees, approximately 57 percent
worked in Philaclelphia City/County. (Table I shows the
maior occup..rtional groups in ottice categories lly loca-
tion and percentage oi total office employnrent.)i Most
occupational Sroups, laken individually, had city-subur-
ban distributions conrparable to otlice emplovmenl dis-
tribution as a whole. Croups that represented a rel.rtively
small percentage of the total had the widest variation.
Sales, finance and business services (B percent of lotal
office employment) were over-represented in the sulturbs
near the population they serve; only 36 percenl were
employed in Philadelphia. Mechanics and repair trades
(5 percent of tolal otiice enrployment) !!'ere over-repre-
sented downlown (67 percent were employed in Phila-
delphia). lf back office enrployment is deiined as super-
visors and adnrinistrative support, computer operators
and secretaries, adiusters and investigators, and nriscella-
neous adnrinistr.rtive support, then the distribution of
back office employment is also comparable to that of
office enrploynrent .rs .r whole, e.g., 57 percent of conr-
puter operalors, secret.lries, etc., and of adjustors/invest i-
gators were empk:ytd in the city.

Commuting Patterns

Table 2 shows city-suburban commuting patterns and
summarizes patterns in sub-county areas within each
county for all office jobs. Only in one county did resi-
dents commute to the central city in significant nunrbers,
that is, only in one sub-county area in Delaware Counly
did 50 percent oi the office employees commute to
Philadelphia. City residents did not commute to subur-
ban locations; 9l percent of all Philadelphia office
workers lived in the city.

TABTE 2

Total Office Commuting
Patterns 8y Place Of Residence

Erample 7. After appraisals tbr two public entities failed
lo accomplish their purpose, which was lo trade the
properties, we prepared a counseling report that pro-
vided a logical solution and a nruch cheaper alternative
to the impasse.

Example B. On .r city sewer proiect, our first slep was to
prep.rre.r counseling report that outlined value ranges,
positive and negative eftects on involved properties and
conrnrents regarding possible ne8otiatin!l techniques. Af-
ter a counseling session with the negoti.rtor, we modified
oft-ers to sonre property owners. Appraisal reports were
requ ired on only 1 

'l of the total 84 parcels o[ land and only
two required actual testimony.

Example 9. When a state agency needed a certain parcel
oi real estate but lacked eminent domain power for lhat
purpose, we prep.rred..r counseling report that outlined
the problems.rnd suggested solutions, including, negoti"r-
tion tips.rnd ..rn .rpprais..rl ol the required property.

Conclusion

Real estate counseling clearly has a place in the field of
eminent domain. However, many attorneys, right-oi-way
agents and others involved in contracting for appraisal
services are not aware of the need for, or the availability
of, counseling services.

TABLE 1

Office Employment By Type And Location

Occupa(ion

Percent Of
Total Office
Employment

Percent Of
Total Office
Employment

ln Philadelphia

Executive, administrative,
and mana8ement services

Professional specialties

Technical (except health)
services

Sales, iinancial, business
services

Supervisory, adminislrative
5upport services'

Computer operation,
secretarial, etc,, rervices*

Adiustors, investigatorst

Miscellaneous administrative
support services*

Cleaning, building services

Mechanics, repair trades

All other

Plac€ Of wo*
Sam€ Olh€r

Philed€lphia Sdb-County tub-Counlt
(."o1 19;) tc")

l

I9

B

lt

55

5;

;J

1t,

6i

57

57

56

59

b7

6i

B

l

Pla(e Of

9

2

5

Philadelphra

Bu(k5 Counly
Hithe( sob-.ountv
Lowert tub-.ounry

HlBhe!t sub-(oufry
Lolvesr sub-(,)urr!

H,Bhen tub-counlv
Lowen eub-counl!

,\,lonigom€ry Counlt
HiShen sub-couni!
Lo\v6t iub'(ount!

,||

-l'l

l9

l,l

J:
l6

18

,tl

.tl
lt

.ll
l1

",9

l

tlt; r8
ll'Potential "b.:rck oiiice" occupations
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Sou(e: L.S. Bureau oi the Census

examined the nature of the jobs in th is office-based 5iroup
by focusing on specific occupations (see Exhibit l).

EXHIBIT I

Office-Based Service Employment lndustries

Banking
Savings .rnd loan associations
Credit agencies
Security, commodity, brokerage, investment companies
lnsurance
Real estate, including real estate insurance
AdvertisinB
Personnel supply services
Business manaSemenl and r onsulting :ervit es
Computer and dal; processing services
Detective and protective services
lob training and rehabilitation services
Legal services
Membership organizations
lngineering, architectural, and sun eying serr'ices
AccounlinS. auditing, and bookkeeping, services
Noncommercial educational and scientific research

services
Miscellaneous professional and related services
Public administration

Employment Distribulions ln City And Suburbs

About I 7 percenl (5,996t of all employees su^,eyed in the
iive-county area worked in office categories. Of these
5,996 office enrployees, approximately 57 percent
worked in Philaclelphia City/County. (Table I shows the
maior occup..rtional groups in ottice categories lly loca-
tion and percentage oi total office employnrent.)i Most
occupational Sroups, laken individually, had city-subur-
ban distributions conrparable to otlice emplovmenl dis-
tribution as a whole. Croups that represented a rel.rtively
small percentage of the total had the widest variation.
Sales, finance and business services (B percent of lotal
office employment) were over-represented in the sulturbs
near the population they serve; only 36 percenl were
employed in Philadelphia. Mechanics and repair trades
(5 percent of tolal otiice enrployment) !!'ere over-repre-
sented downlown (67 percent were employed in Phila-
delphia). lf back office enrployment is deiined as super-
visors and adnrinistrative support, computer operators
and secretaries, adiusters and investigators, and nriscella-
neous adnrinistr.rtive support, then the distribution of
back office employment is also comparable to that of
office enrploynrent .rs .r whole, e.g., 57 percent of conr-
puter operalors, secret.lries, etc., and of adjustors/invest i-
gators were empk:ytd in the city.

Commuting Patterns

Table 2 shows city-suburban commuting patterns and
summarizes patterns in sub-county areas within each
county for all office jobs. Only in one county did resi-
dents commute to the central city in significant nunrbers,
that is, only in one sub-county area in Delaware Counly
did 50 percent oi the office employees commute to
Philadelphia. City residents did not commute to subur-
ban locations; 9l percent of all Philadelphia office
workers lived in the city.

TABTE 2

Total Office Commuting
Patterns 8y Place Of Residence

Erample 7. After appraisals tbr two public entities failed
lo accomplish their purpose, which was lo trade the
properties, we prepared a counseling report that pro-
vided a logical solution and a nruch cheaper alternative
to the impasse.

Example B. On .r city sewer proiect, our first slep was to
prep.rre.r counseling report that outlined value ranges,
positive and negative eftects on involved properties and
conrnrents regarding possible ne8otiatin!l techniques. Af-
ter a counseling session with the negoti.rtor, we modified
oft-ers to sonre property owners. Appraisal reports were
requ ired on only 1 

'l of the total 84 parcels o[ land and only
two required actual testimony.

Example 9. When a state agency needed a certain parcel
oi real estate but lacked eminent domain power for lhat
purpose, we prep.rred..r counseling report that outlined
the problems.rnd suggested solutions, including, negoti"r-
tion tips.rnd ..rn .rpprais..rl ol the required property.

Conclusion

Real estate counseling clearly has a place in the field of
eminent domain. However, many attorneys, right-oi-way
agents and others involved in contracting for appraisal
services are not aware of the need for, or the availability
of, counseling services.

TABLE 1

Office Employment By Type And Location

Occupa(ion

Percent Of
Total Office
Employment

Percent Of
Total Office
Employment

ln Philadelphia

Executive, administrative,
and mana8ement services

Professional specialties

Technical (except health)
services

Sales, iinancial, business
services

Supervisory, adminislrative
5upport services'

Computer operation,
secretarial, etc,, rervices*

Adiustors, investigatorst

Miscellaneous administrative
support services*

Cleaning, building services

Mechanics, repair trades

All other

Plac€ Of wo*
Sam€ Olh€r

Philed€lphia Sdb-County tub-Counlt
(."o1 19;) tc")

l

I9

B

lt

55

5;

;J

1t,

6i

57

57

56

59

b7

6i

B

l

Pla(e Of

9

2

5

Philadelphra

Bu(k5 Counly
Hithe( sob-.ountv
Lowert tub-.ounry

HlBhe!t sub-(oufry
Lolvesr sub-(,)urr!

H,Bhen tub-counlv
Lowen eub-counl!

,\,lonigom€ry Counlt
HiShen sub-couni!
Lo\v6t iub'(ount!

,||

-l'l

l9

l,l

J:
l6

18

,tl

.tl
lt

.ll
l1

",9

l

tlt; r8
ll'Potential "b.:rck oiiice" occupations

l,) REAL ESTATE IS5UE5, SPRINC/SUMMER 1989 SCHWETHELM: COUNSELINC AND EMINENT DOMAIN 27

I

{l



')
I

,
5

II

?-

:corJoA
-! 

=
>

a'-:>
5;isE

E
3- 

=
.fE

;
J.=

.a_orq,-r.=
z'--'

r 
oi 

6:=
 

i; 
- 

.'-./ 
Y

 
c

E
iA

=
_'yiii 

tiE
?t,'

;;e*E
4;- 

e6t6;
- ^..Y

 
- 

i 
>

 - 
=

;,:.: 
,=

 
'!c 

,_J'::-
.: 

!, q _ @
-c o 

x a, - <
.,

; 
-d- 

o >
 +

, 
tr 

- 
9lg;:-

=
:rc€.) 

E
 =

 t 
. F

.: :i
F

 f a.^7f 
:: 

E
u-o,6ig

.c.!!"-+
=

 
r 

e!-
: 

trts, 
o 9-=

 tr 
o i' 

-6
Y

:o.s"L2a 
9-2;;

.: J -=
! 

-:>
 

-o =
 E

 --^9
tr: I.E

i 
*J E

 ;dr=
 E

=
ry;:; kiE

 f, ^ =
 E

 3;
o9!jqx=

.E
o 

-ii=
_

-J
d." 

!^., " {,y 
F

a,9e9
:}.r=

 
--. 

o, c o, i; 
0, t 

9
;-o=

Jc 
b-cE

 
'=

,-b
..8=

i9:! 9:;:al
!/ tr=

,Y
 

O
-E

 r 
o 

- 
C

 E
 0r '

-d7---c7 
<

- i 
-o^ q,

=
c-?->

-r-tu=
=

=
_:!

Ie5!;X
a3 s;:i€

o.o:o

P
E

E
! 

,:E
i

: 
E

 ( 3 
os 

$.
s Y

!! 
E

t!
'r:c 

q/^:
tt r l 

S
E

;
r i F

t s; *
ri*-!- t<

!
X

 -.i 
E

. 
^ r 

d
;: 

cr+
{ 6} E

 : i.
qS

\r\ 
.!"i

E
; E

T
 !<

 
E

l.:q<
; 

F
;{ 

-- af
!E

i.o 
9*F

:x;q 
';;:E

: xsi :;t!
S

ixi 
:t!!

i5;"' 
E

r!!
s: t!. 

S
 P

: 
E

E
&

* E
 E

 v i it
,E

riinsE
iu

gi q;H
tE

tirE
; gE

i :trt I :r }:;;t;i
E

li|e: e=
 e: E

u ; ;E
 E

u !ti; 
? :=

-E
 ;=

'E
:

liE
+

it E
E

;; =
;*,i; ia;jE

;;E
 E

:=
;ei=

Z
?a;q,;',=

 7 ""i;1 ; 
E

=
=

,: s ; ;*.E
€ f E

€ 
E

3 . E
 E

 - - ti 
E

; =
c -l E

E
 

aZ
=

4 4 i=
 

E
 i it=

';9

ffii: i:ii!;=
;i:,iiagii!: 

i iiiiE
irE

i;::t E
E

ilit I, =
 E

 iE
E

i:i i iE
$i;

; IE
 r; i;'-: =

 :;: ;;t * g; lIE
=

=
;€ * €i5 !

E
r;!t :ir=

i; jE
 ii i i;; ;=

inii 
E

 3, , ,,
3n'=

?1'*: :i 
=

 E
 ; Z

 *, : ;" =
 : a ;::E

 6: ; E
 =

 ziE
E

E
 =

 E
:6 i1e1:,;{=

 "5 i I.* 
I=

eq ii 
t F

'
r-t;; i;a=

+
iE

iE
E

 
s - ?rf,; ii.-a2iaE

fi=
i

EFGcELua)

II-a

0J 
c0,!!4.=

\ 
0, 

>
clO

/

; 
: E

€E
: E

:=
 E

E
Z

E
: 

i':tiii9: 
iy=

yt
' ? -p

j 
E

eIt5!:E
 

[,ios
9 

ro 
-E

:'.-]]O
.=

 
C

-=
<

-
t 

E
;:'.F

=
56 

.dO
e

.9J 
aJ j 

- 
Q

 =
: 

=
 

(, 
i: 

-(.
E

 
::9.a7?.a 

' 
.g.F

lE
c 

;* 
! 

- 
=

 l 
cE

 
^* 

: 
u

r! 
*Y

-=
-=

.-- 
:- 

-:=
- 

,!;t?.)i=
 

0 
-!c=

Q
 

;oE
;E

':b 
j 

=
96,q

" 
q=

*9-lh; 
:' 

Jn.9'
o 

.=
:!i:9!oE

 
tS

*.
-J:c

^ 
=

*-a.':r 
>

 
i:- 

or'=
t 

.Y
E

 0,-:>
.x: .=

: 
-.(r.!

q.; 
-o-;=

.Y
 

:, 
rq:-

io, 
^iaJpe.=

=
 

-o:O
;

- 
c 

0, x 
i 

i.=
 

oJ >
 

i- 
o 

=
 

i

t t i;E
.ef a; : 

gE
 ii

u;+
 

1l iU
 41:!i:'=

 
io,O

+
zr A

. 
^ 

--E
-o.Y

 
* 

::U
i

E
t€lig:!E

i fiik:
31F

t;dE
a-?=

, !e g=
x3 t!;3E

A
g:* 

f 5::

o.Iu.zf(]Z&
.

o-L.i

fI

i

qs

cos
tis-9E

:!E
i

!r*X

o-IzaFg.Uzo\t)uc=ozFZo-
ooUCz@cllcoliF:ozzl=

oz-a7A
-

utI
<

I
2aLzO

Arv
srE
a=Q

ur
,u4
ul+
=

\J
tzA

 
]IJ

\J6
zJ;
( 

lu
ca4
e,j
J400A
--=

\E
E

iq: 
s ^0,^t
9:+

-
<

i-9 
F

=
--o

c: 
y 

+
(_r *

9;F
 

soal
i; c :::
-sE

: 
6oi

:,s E
 

e i:
X

 c-o 
<

-:
;t5 

i r 
E

:*? { t 
S

 E
i+

: i ; !I
R

-!i * t.r{
;, r,9u 

-.o;
[-:J;68r.!
I t gE

 "e i i
"s E

i { ! 
E

;eii 
E

P
5 )

* d E
: 

gE
 s:

o.i<
 !: 

E
 I !t)

^E
"t:l i;! 

E
- 

c; 
.{;-, 

qJ

!,::_;dY
<

r'3
E

!8""{S
E

E
E

slE
€+

;i

E
€E

ii*H
=

;=
E

 iE
;*E

tltiii 
g€+

! o *;; vE
 ialtd:E

'iiE
:ii4=

.*4 
=

 t;
:i1tresa..E

:r sE
 i-oii; E

;x€; j 
-tL-{

?7T
=

Z
>

a:E
:re li=

l-l; E
S

pqE
 aE

i
i:i!6t_;z;E

1i z=
 ?i.-:zZ

i:i_ !=
;

{=
rP

 o! -!E
=

 s: z ,i-'*2-:lE
; =

 
\*s

- 1 =
 a .a.i 2 o i 

=
 : c I - 

.=
 &

't * - 
. t . - 

i=
.

p,iE
;; 

E
;:;4 

9€ o;-P
 

o; E
si: 

E
 E

; 
-- ^"

A
7; e i. ,_=

;, =
 i=

=
 iZ

 Lcz;F
 5:; 

E
E

--
; =

E
-d i,ilt':,=

; 
=

 E
!=

3 itp: 
S

=
 

; i:
E

;E
t $s+

E
,i;2-;: :i ;r:; 

e? * i 
# :: i

Z
";?11E

i g9i*: E
IE

=
E

E
 :E

E
 ; i 

E
iE

i
i',=

E
E

2--s!E
Z

E
i f ;: iT

iE
;E

;=
ue E

E
!:

E
tiit ; ; 3; iriillg il€; 

c i€ E
 r; 

E

o
^:Lao

*.] 
!)

6iJ

rB
.Y

dr-

^ 
4.)

c.- .:

>
Y

Ll
: 

tr.:
:f'?5 

0J

oF*= [Jz<
!,

#!l
rrrE
au=

*
O

-r

';< E=fO
-

(r<
r.r.r L,)
(J trr

ifi=
6

r.r- (

nJcB
*:

l-a-
slJs
g:x
qrt6'
..: =

>
E

stg
'a'e s&
.+

9 P
 e

-c.o 
X

J.Y

*s B
s

" u9:
S

=
trf,

6)
-tYl!G6)O

D
l!IIJq).!

'1

';r



a 
I5

 
a 

=
 =

.a
 I

 
t 

a)
(,

.. 
o.

 o
 o

. 
E

o 
l,

H
{?

:6
::;

 
e=

:0
F

l;t
 

=

:i'
E

=
ii?

t*
c 

;+
e:

i t
!

'-L
d 

>
rA

 
P

 i;
 

? 
: 

q 
: 

.i 
=

 - 
i

i1
ir 
iii

i =
lii

le
li 

i
+

+
;;i

i-E
i;;

:z
q;

"=
1

Ll
c!

. 
a 

=
=

i 
i 

ii!
 

+
=

! 
v 

o

i;t
'ii

=
A

_Z
i 
a=

il;
; 

$E
 t

;1
ii=

 *
i{ 

ia
.-

 z
;.a

a
c 

i 
d-

i 
1.

 i 
=

 i. 
Q

 -.
 =

 j 
=

=
- 

t-
o

? 
-?

! 
s 

+
; 

e.
 : 

o 
i 

L 
j..

i 
o;

a 
7=

 5
 i;

13
 ; 

a:
r 
i; 

ii
9.

:E
'=

25
+

? 
o3

i=
1i

,:
!S

3r
.*

i3
a 

je
eE

lil
r:

 
+

; 
-a

Z
p 

a,
t)

'd
lZ

.d
1;

72
 !

 1
: 
? 

+
=

;; 
r;

 =
<

 a
;.:

, 
i 

^ 
o-

 
=

'=
=

.=
 &

.3
? 

d-
i 

2 
1'

o 
i 

o 
=

 i 
d.

4 
=

.i
=

i'r
l>

i4
- 

-=
!-

)7
6

A
3=

{3
 6

i'-
3 

f?
* 

f: 
E

 s
 *

6 
:: 

Ji
,5

 t?
=

 5
 s

e 
=

=
a-

La
 i: 

q 
+

3 
I 

L:
 +

T
;i 

1i
;a

=
dE

 =
 - 

i

;=
5i

ai
 ti

i: 
ac

t+
+

, 
i;i

ii.
i?

 ig
1 

:
-=

=
"?

+
:il

 ia
l E

g:
 =

z\
2=

i =
: 

a:
=

 a
 i

; 
1*

E
€ 

ila
ig

!3
 r

si
iti

E
ia

ai
i ;

,n
* 

+
i r

J:
 a

,_
i,i

i_
t=

 =
t:i

 =
 aA

 i 
;a

?=
L.

=
; 

?
.=

:iJ
l 

! 
=

::1
- 

t 
i 

E
 =

=
;ii

ii:
E

:g
-;

; 
l

:;=
2 

9;
1"

 E
, 
- 

i 
S

 d
:"

 1
=

:: 
-?

i-=
a 

1
!=

? 
Z

.; 
1i

9 
i e

 =
 =

 : 
&

61
;s

 ;
a-

 i
 ! 

t-
-4

 a
iii

 ?
7j

E
 *

r5
i ;

iI+
01

{r
rs

co
! 

re
 !

ii;
2q

e.
l1

-a
t 

4 
1F

S
 +

+
=

:j 
; 

; 
1s

 ri
 i

-i:
 

+
=

-:
.r

::-
-;

,::
l 

f-
4 

r-
i 

-=
=

. 
^!

' 
=

=
t_

f-
_o

 
1=

ca
 

_ 
f-

_:
 

=
.o

_.
D

-u
.; 

t 
o 

=
\-

L 
f-

<
::a

 
a 

C
 

a5
q:

..C
,"

:fC
i;,

^^
 

:_
C

c!
r 

O

Z
ie

i.l
:i:

: 
=

1;
=

i:-
?r

E
;iE

e*
 ;

;3
F

A
dq

=
;3

=
 

1:
r-

er
-.

3-
E

q:
: 

3
'' 

L.
 

=
o.

=
6;

-_
".

:,=
:F

 
O

-

Z
:ie

1;
A

C
E

7 
t=

?{
:1

1*
e.

<
:s

ti 
6

F
=

€r
:d

;=
.:.

.6
'=

 
rs

 
=

 : 
i. 

=
 =

- 
- 

o-
 ; 

a 
=

- 
.)

 
f,

i -
??

iiP
7e

&
 

&
7?

+
;t-

lIi
l3

-=
i-.

] 
.

E
 

J_
=

.:t
 

=
. 

^a
 -

t:.
8 

.)
 

.)
 

<
,a

.D
'_

 
.D

'-!
.D

'J
.j!

 
oD

oJ

)-
C

-'Y
--

r-
)-

1 
9D

--

t-
?q

-o
=

6=
tr

;'<
J-

.D
 =

 ; 
d 

o3
 :

 Y
 =

 ^ 
. 

E
 B

c 
P

 r
r-

9:
.X

 
r1

 
: 

=
 io

 9
Y

dd
=

 
Y

=
t:#

 
!a

-
; 

=
 )

 
d 

i 
i 

.a
 <

 
<

 c
 

! 
! 

Q

3:
A

a;
F

.=
4'

F
 -=

 ll
i

; 
a;

 +
i; 

Y
 i 

=
 ; 

:3
 s

E
 r=

.I6
; 

lri
 ?

- 
-r

 
+

:ld
n:

.=
e-

;-
li 

;d
E

de
Ji

#f
!li

 
a*

:.F
=

ea
iE

&
?=

 e
i

tD
 -

 
-.

 
- 

- 
.i 

.
;..

 E
 d

 A
 d

 =
 =

E
 d

 
J_

?
T

t 
e 

9 
a 

A
 _

 6
 i 

=
, 

9'
<

^:
 

J-
=

 
<

 o
 o

- 
J 

a 
'e

 -
Y

 Y
:.Y

 
T

D
 =

- 
Y

 r
D

 o
]

=
iE

_4
,?

?E
3i

 {
r

=
=

.[;
.4

4-
2!

1 
=

 
;t

.r
oa

--
-!

=
:; 

-.
i

'=
-:

la
l-.

,,E
?-

o 
1s

rD
 ; 

;'=
 

;';
'-<

 
: 

-<
 

=
 o

iil
ni

i[a
iii

il?
is

!,1
lti

iii
ru

iii
i:i

'g
i'a

:?
iii

r=
:+

+
? 

ii?
 ii

iq
 ;i

ii;
+

i+
=

=
t!!

i1
1'

!ii
 ii

ei
i =

 ti
 i1

 [
3i

;E
:; 

iii
+

ai
11

{ 
i+

X
iE

:';
+

tll
iii

; 
iri

r+
 i}

ii;
:ti

iii
 ti

+
iii

lii
 ii

it+
i l

it 
iii

ii 
?*

1t
i i

li?
*

E
iii

il 
;il

ei
?i

i i
ilg

ir:
l:i

iil
li 

lli
ii 

iii
i

: r
| 

J=
+

 
E

'+
-=

i7
E

r 
)E

 6
 d

E
 5

+
 i 

6 
T

E
 i

:1
* 

rj-
 o

 c
 

^ 
: 

^-
:.o

.j 
! 

o 
^:

 
f 

- 
^=

 X
 a

 
t_

. 
11

.
--

L:
 

11
t 

:-
, 

^ 
.1

-i 
m

 C
: 

r=
 

- 
--

 
- 

=
,1

3
^c

: 
a-

' 
\ 

2a
6 

!iZ
-!

P
--

'!:
Io

;!
$i

 i 
:i 

t -
, 

;€
 a

;i1
1;

;+
rE

 g
: 

=
r 

sq
!

: 
=

- 
rD

 d
l =

 
--

l^
-6

 Z
 =

 a
 ;

=
 

x;
 

g!
- 

i 
Z

q 
:o

 
X

=
+

fl 
i I

: H
E

 ri
: ;

i =
is

 rl 
*=

ti 
' i

;?
;

i!:
 ii

l=
 i

;=
:P

ilE
ii;

Z
;=

=
 1

;?
?

=
+

q 
E

=
i a

i!*
r:

a3
H

:2
xX

li 
9E

+
?

_i
5E

 =
;t 

:,t
f 

=
i'[

E
ig

iE
3i

i G
-=

;;,
<

?"
6 

+
r 
i 

;it
+

ia
in

'A
=

=
rii

 l:
It

ol
=

 
t6

 
Y

J 
>

;l
:7

4 
1i

 i 
7Z

:i 
=

;i 
ve

4:
3-

-'_
 :

{7
3

iii
 

re
 "

' e
 i;

: 1
s 

+
t=

 i;
 q

l !
=

2i
+

:'_
 -

t=
; 

is
uI

Z
S

J:
i7

=
4t

 
i+

58
-

1{
; 

7'
? 

p?
i=

=
+

e;
;l"

as
 

*i
6}

j.:
- 

>
l 

-c
r 

=
cJ

--
-.

1 
=

tu
o,

- 
J-

i.

=
it 

E
E

 
=

1a
1;

I:l
ri6

qq
 q;

:::
?

)c
F

 
::.

 
-=

^:
.\9

;F
ri+

:"
 

ii@
,i 

q
A

 <
 -

O
 

:2
 

>
..e

 O
 : 

^ 
5 

Y
 1

A
 

=
 4

.)
- 

! 
; 

-
;^

t1
 

oT
 

o_
>

lt-
J=

;=
=

7d
=

 
- 

A
'=

.;.
-c

=
 

=
9 

=
 : 

:. 
: 

9 
i 

2 
=

. 
.<

 =
 2 

Q
 P

 
::-

g
?:

 
o,

 I 
rT

d9
=

o-
d3

d3
l6

d-
 

5a
?;

=
 , 

;-
, 

^ 
=

i 
^-

=
.!r

=
- 

r=
 

) 
=

- 
u 

n 
r-

 =
i-!

 
i 

--
l 

E
{ 

f=
 -

E
 4

1;
=

7-
nV

d 
-?

 I 
i 

=
=

 !=
li 

? 
T

 E
z.

-=
5=

:.-
;i 

,.'
an

 
-x

: 
X

":
=

!: 
- 

rD
n 

=
, 

j 
j 

- 
o,

 =
- 

- 
--

t-
--

 
=

 =
 . 

:-
)-

 
a 

=
.)

- 
a 

=
 !

 
, 

=
-/

 
=

- 
=

E
 

i 
i:.

r;
:r

i 
l1

i*
 

E
 O

 
=

:O
-.

c3
6'

d'

ii 
1f

,;.
i1

! 
r:

 +
i;3

;-
i 5

 e
 : 

ai
r5

 -
't 

a
:.v

Lf
'^

aa
:_

 
o;

,:6
 

)=
-d

; 
I1

e_
 

gp
 ]

) 
I

.d
 -

=
-' 

71
: 

c 
! 

1:
a 

iJ
T

=
:,"

 
r 

i- 
i?

=
i6

- 
-r

S
iZ

i i
tl 

*+
1i

+
* 

^=
 *.

 7
3 

1i
-_

T
 i_

i A
I:;

: 
E

 6
:J

ai
 i

 =
 =

=
::.

" 
:a

7 
a{

 -
=

t 
d

aa
E

 i5
+

?l
 =

I 
d 

=
 =

 P
3 

: 
g 

3 
I 

" 
" 
"S

I r
,i

=
t 
9E

73
is

; 
E

t*
+

=
:iL

74
 =

 ?j
 i:

 =
 F

: 
--

A
 

^A
=

=
;-

!X
-.

:.i
 

-Q
r 

O
!o

ni
 

o-
7-

-2
=

 
=

i. 
x'

=
9'

=
: 

=
! 

- 
=

<
i5

:-
-=

- 
i'

=
E

r 
i3

: 
+

=
 ;*

v3
i=

i*
 

e,
 E

: 
l =

 e
 =

i .:

; 
: 
;it

 !:
i=

i t
 *

+
;:;

 =
 +

i ;
27

:*
-=

i 
i; 

E
 d

o;
; 

I 
iJ

 F
=

, 
q 

7o
'-;

 "
 E

 l 
o'

:1
! 1

Li
=

'! 
; 

q 
: 
*t

*;
1'

 *
; 

q 
I 
i=

 il
--

=
=

=
.; 

=
 -E

'_
 

=
:, 

o"
 =

 <
 .

-.
 

. 
-1

 
'.,

 
c:

=
lii

e 
'ii

*!
 

*l
 =

 l'
=

E
 

'i{
61

>
 =

 a
-,

^!
61

; 
7,

^-
'- 

-'n
 x

s 
it 

8 
F

I7
=

: 
=

 1i
'=

q7
i =

r=
=

A
=

7
rD

 o
/ 

1i
6 

f 
ai

ra
D

=
<

u=
.D

oo
f, 

<
O

:'!
/a

'D
i

?;
! 

I
a=

 
/n

=
5 

6
:o

; 
!

"r
^ r:
 Y

X
i 

o,
-

N
 

.-
.' 

t
=

:_
,

o 
-.

 
.,l

l
-o

 
5

F
O

 
5

ti 
!.

()
l

J' o_

!C

*F ft-
-

r 
(l)

 (
,r

 (
, 

r,
 (

, 
{,

 r
+

 r
.4

 (
ar

 (
, 

(r
+

c)
co

-r
o\

o.
ua

(/
a.

l.(
!!!

r\
J

- 
O

 -
 

C
o.

l-'
.J

 5
 -

 
C

o 
\.o

 (
!.1

-
v'

 
o 

!,-
c!

 r
J 

q(
! 

ur
 6

 t
- 

Jr
 c

r!
 +

- 
\ 

--
J 

o.
 o

\ 
.t-

 Q
+

.@
5r

!r
!o

.D
!

.I.

c

I c c t o o -.
,1 ,_

,

=
\

o 1 --
.t

C n l

i f- I 
Y

-=

oq

!

o 
-o

i

ro
 !

o 
tJ

Lr
i,,

!r
 

ur
 c

.: 
\l

O
C

c.
.-

@
\o

co
llu

uo
:\O

f 
o;

:=
 

t

: 
: 

?=
 a

-''
. 

z

rc
 

,-
i' 

q

' 
z-

>
 =

, 
+

? 
i! 

!

n --
.t 6 C ? -o n z o C z ? F .o .a .E .> a Z o v o z -) !! I z Z o C @ I o 2 ? z { € l -.
,] C - a o =-.,i F -.
,]



c|.,
r 

41J 
_O

 @
 O

 
r!! 

0r -C
 >

. q'
;.Y

=
.9 !; 

(r E
=

 IA
E

o;O
Q

 
-: 

-.o o, C
 /! 

O
.=

cipu&
9€ 

p€d,97:
---': 

i 
Y

'r 
-o 

.=
E

q;
c u=

: 
q-o 

o a 
- 

.] '
3 qt P

 P
=

* F
 E

:g=
 

g
E

E
E

q=
il 

1,': 
E

gi
X

l :1 +
 6 ; ii -o 

*-o ! 
>

 .! 
6*

.<
i3?=

r! 
"l-o*.cY

6 
:6., 

", 
!=

 
- 

!=
 

=
S

=
-E

=
 F

E
 U

 E
 6E

.Y
 >

.6
>

 
-s: 

- 
o.: 

--c 
t---:=

 
o)

! 
! 

l--.,-i 
0r 

9 
-: 

C
.6

a^9!i 
-{6 

o-:;;t
'!-E

:ra 
d! 

€; 
d I -;

. 
P

 iE
l,E

: 
Q

 -€ 
-'o 

a.'

F
 E

 c 
oi .lr 6 E

 ? r 
Q

 i 
=

.9
9=

arc 
!l! 

o!- 
il 

.s:l.l
- 

lE
'3 

Q
". 

i 
6+

^-0.:i 
o 

or

!rE
=

*E
t E

E
A

T
H

d;
=

':=
=

a 
=

- 
-'-o, 

=
, 

i
F

vg=
 

c6 
orF

---c^

E
a'.7;P

F
 =

--i"d:;I=
^ 

- 
., 

- 
C

- 
:-=

 
=

 =
'=

 
<

-
- 

=
 

c- 
6 

dJ .! 
:.:; 

A
 ! 

-'
! 

c 
;,: 

i.=
=

 
-_od_;:=

 
!

cY
<

-tu 
i'E

 
=

,!-@
0.cc

=
c:-::-E

Y
;L'-,_ .,- 

o
o-E

=
a-:-r]: 

>
E

=
-5O

1

9Io-ct(,oozou.ozo(,Zlor(,ZFUo&
.

6-,,1zzld.

Y
 

-C

! 
cJ; 

^r

=
i:!?9

or " 
ql!

€-iE
c,

E
- 

t. 
4

u 
A

J \O
-

.Y
>

q/!

: 
O

:>
-oO

 
f 

: 
_o : 

;,1 _o =
 c 

Q
 a .1, 0r G

 -g c c .i 
O

E
 ?E

::; i_"gE
e:s€::i$g!r;E

;
: ;;E

E
i d=

{:ii.':[;E
is:E

iI;
r ;+

E
;i 9:?€E

:ileiE
iE

i:!:i
E

 €E
iip 

=
aE

€*E
iE

E
;€;;:=

iF
n

=
 

<
-F

:=
 

2o,a<
 

^L- 
-e-.-->

-. 
!:i-c.o

d 
:>

_: 
.: j 

=
.t_>

-lattroA
- 

- 
jl-,G

a.

5 E
E

i E
E

 I i?;r=
 

E
 3 F

+
 E

E
 E

 E
tn e4

B
 qii;=

 E
E

--aE
f5;i:!F

;;E
*f

=
 ::::E

 i ii :E
:r 

H
 g:?*s;E

 1*:
is €ii:; i!E

iii;E
i;*E

!ii*;E
i; 

i 
P

 F
E

;=
 5E

T
E

i;E
:ge:Y

E
E

E
:.F

H

=
i F

 5: i95 :f;Y
i ir =

E
i E

irtr': 
=

 *

,iirg: : i =
rrF

 ;;!i P
ifsE

iE
 ;E

 
E

E
S

 =
; iE

 +
5 i:i;; :E

E
*'t i ft?:i€ E

s

ol

I4:loza.o-

uil!2Fd.

-r,=t

c

illiE
iiE

i?il; illiifi iiiE
!

Ii€:i i*;;+
;i :=

 ;iE
; E

E
: fi fi+

IT
E

E
E

t!i i!*t;l €::et*:;3r?!

i;E
;ia! ii :+

E
 [i =

:lsii;iij;E

coe.oF-oa)
\O

E
Jo-
6x<

 
IJJ

,E
EfI

l 
:tn 

:=
,1 

>
: 

-o o or.l'!!n 
c 

oJ-I-c,
X

 =
.o " F

 : fl F
 

Q
 I 

c" 9€i 
>

-a bE
 E

H
 h-'.E

 l;; 
g 

t.:-o 
^; 

-a+
!+

=
;i+

€-o:=
E

 
P

z-i.;il3=
I!

: g: ;=
"i=

7 
-+

 E
3€ iZ

 i".A
 i:

Jcoi-cl=
=

_ 
-;=

Ji 
F

--t-2
=

..: 
3 >

--r! 
- qF

.9;: 
;(d.;o 

i
o -'c 

0/;6! 
o 

0J >
 

- -=
 - 

- 
F

 : 
i.'

; f hE
't I a- 

€ !=
-5.E

 
o, e9 ll5 

f
ir,i:.E

"€e 
s gg-P

=
=

8:E
X

-o6 
i-^!a- 

,=
c=

_- 
id?,=

ol_.
E

adl;9:-o:o 
Y

2"
i{H

;+
;:i {;f ;E

";-e ?*3s
!ei*dg+

E
,=

<
?E

il:=
,;?:

Ii:E
r'21: 

:5q:&
!iiiE

e=
., 

A
6E

 -=
E

z- 
E

 !€ F
! t+

a ;H
:&

-E
 E

i;s 
E

 E
e 3il € E

; I E
 .: =

1=
E

:
;;3;E

 ic=
:: E

:: =
:rE

E
;;1=

i?6dtstrrE
E

e a2y !=
f :beE

sr

t E
€;t; E

: 3; ii",i:f ;E
 iiE

i
F

 5=
L:id;i: 

I y 8 .9 3 d F
 i 

*.o ; a.!
{ o ji 

i 
?.._ | } i 

<
 E

 E
 - c.E

 &
5; 

o 6 5

C-i,=oI,Z-o
.t€t!<
aoc
<

,!
F

\J

-cF!o-c0laoI

0.): 
C

 a 
-^

-- 
c 

>
 

oJ cl
r a ", e 2-;
-'F

 
o-c-

=
B

F
'"E

j
.=

 r! Y
 u.or-

,=
-^-:

; 
:- 

! 
F

 F
-c ^ 

s 9 
J_E

oJ ! 
Y

 x ::-
9- 

-: 
X

 .!
I 

!; 
k 

:':
=

a"-y-
'":=

 
" 

i=

=
 o >

ta 
f 

o
h !E

: 
r€

9Q
=

 
P

 2,-

F
r, 

tr -c --: :C

.E9-E
c.9

E
..*&

ey "
s33

r. Ln.^..) - 
- 

o' co @
 * 

9.a 
-r

-i \o Q
 ra .:1. €) r.).a L.).r co.i 

C
)

O
la!i..O

\@
F

.\O
r-.f@

-O
F

 -.J.a..r 
v.o 

La \o \o N
 @

 o-

ocoaooooooooo
q ,.1 "1 "1 qqnL.lo-o-u1 

o- o-
r^ N

 
a\r N

.! 
N

 al r\ 
ro In N

 ra o
r..-j!tLn\O

N
C

r, 
r, 

(, 
r, 

r4 r, 
s9 99 14 99 lrg g' (rt

toF

r.\ o

a a4

seP
F

t 
E

gdE
c,

ae?aQ
Q

cQ
a?a?a

. +
do 

oi - 
<

i o-o- o r.'^io' 
*

- 
^] -t 

ra N
 co o 

o 
- 

- 
l. 

N
 ^t,u

,a te, e, \A
 14, 1A

 .!7 \A
 r' 

!A
 rrC

 r' 
i'

,a
c) .a ..r

q9\
ora=

l

Q
-_

<
9^-

l-E
.a

E
=

<
i/^ -E3

o-tcc,.9

a.;lo-L 
0",

oo-
7_+co
<

 ,ri
ctr1

-cQ

!<z<5oI

=
 

!F

! 
t'D

 
-F

;=
 

E
 9 

U
q *c 

c14

' 
; g! 

5
+

- 
ar 1=

>
r-a 

i 
oL

-ta o;! 
i

cm
^l(D

<

t..ao.
oo\ 

r/-\\o r\ 
o1 @

Q
oN

@
o1 

c.
.l .! ia -t 

rrr r/1 \o t\.1 
..1 -@

@
: 

=
'=

 -9
0J_J6_

q E
v*

F
t 

cE
L 

i=
 

I
6-7>

^-

a)

>
-E

<
 

\,)

al

..; ;;
a\ a.r !l 

co -r' r 
n 

-J
<

ir.N
; 

-i 
-id'oi

ooo
ooo
o. o- o:
-\co.

ooo 
I

ooo
-o. o.

\o-\o

N
N

.O
6060al 

\O
i\o.O

660,6N
-@

-
.oN

o.roN
.o.oojo

eE
 

9
!:Eo.E

c.9A

<
:

l! .19 I
u96
9eJ
i<

@
o-*d

C
E

F

0,
EFoQ

O
E

:
rC=
d.

a,c.J

Ef(,

s
66N

\o-N
-.o.f€\o-6

\ qqq.1 I q ":o9c q.l 1q9qa\cIq{.:.!\

ooooio 
rir!o66\o066N

o
6O

6-O
 

\o^,rN
6

d d.;

9<
,9;

:36;,
-_T

^ILi sst

t- t -a 
-i --fJ-E

 -d 
-6 e---u

l5l ;5 l:l i 
lE

l ;0 
l:l

lE
l :B

 l:l 
.E

g l!l 
"E

ax 
l=

"1
I r [--E

 s-l 
i=

 l--E
 ]-l 

E
 l-iE

;E
* | 5 

|

L l 
as t-| i<

 
tr_l =

s;c L l

ir-,n=
.

Y
 od

<
:

I



of 9'
o

o3 qs

i 
>

o o d

63 Ir
i o

t9 :!. o:

f:> .o
 u

,F qa
)

l.

X
o

T 'o o b o c b o o -o
, o o \c -o O c o o b o o : b o O ! o o o o O o .\o o o o

o> :o !o 3-
o

o 3 o 9-
-o

. oo oo

le
 

-\
o 

-.
c

o,
O

O oo

o'
iD

b oo oa

!3
i oo oo

ai
qg

t3
q3

q.
fi.

"9
3=

; 
E

E
:; 

r:
E

 iE
i3

€ 
rf

i -
La

ai
 [

+
P

-<
J6

tu
=

y-
;',

w
9;

l
ln

 
.D

 i
<

 
6 

: 
-

q 
o 

*-
-:

9 
9 

6;
9 

&
:I

6=
T

E
l*

rr
i=

=
t

+
6 

l.]
.1

 >
iiQ

o 
iQ

 
iE

6 
3H

 9
 3

E
E

 q
 li

 
l

-a
'<

 
^ 

cc
 c

€ 
': 

-:
J

O
 

-=
i;O

.D
:Y

.)
P

if;
E

e:
E

9i
3g

T
i 

9.
, 

1 
; 

; 
o 

-r
d

Ji
l_

di
*;

eI
-I

!
c 

: 
? 

x 
x 

o-
 

l.J
 

rf
 

vj

:.-
H

i;:
9E

T
E

E
_.

y 
_:

1r
D

 
o-

x 
rr

=
.D

i€
 e

 &
5!

;: 
F

::
Y

-.
=

59
:-

ou
'-=

.
;B

;?
+

E
il3

8+
3

o 
b'

; 
* 

o'
H

:-
.D

 1
! 
6-

:0
r

O
=

:r
.D

 
9 

/n

; 
c 

I 
oi

 ;
'

Q
 

: 
oo

 
6

oo
o 

-i:
 

?

D
 6

 q
ao

 
g

- 
6 

-.
e 

+
:

co
 

.D
:-

6 
a 

ar
 

U

o:
5 

d5
:

!?
 ?

 r
D

 f-
o

;A
 

l;
^ 

x 
rr

D
 

-
t^

 c
 i

 
=

-?
I 

&
o,

 E
:

9:
d 

-3
;;A

 is
6-

9=
;

. 
<

 
i.=

.x
16

 o
r 

rD
 =

:

13
>

o< 'o o:
_ ;1 =

. 
C

)
a^

a q6 .D
a

;o -,
-1

 x 9!
r

o l l o- o ? f, q1 1> l(E f @ -! =
, v - 6

i. o }J :'l !.,
, Ji

o
eE

=
{r

9

:r

:- oo l" o o i- O c o

b b P b I o ag o b F o F o s o. b o, b

o o -@ ;. o :- o o. O o O G o o o

9 o I o 9 o P o 9 o 9 o I o 9 o I o 9 o

o I o o i- o c -o o o ,r
O o o -o o o o I o o o

oo oo oo oo oo oo

P
ir

oo oo

IJ
J

co oo oo oo

1,
9 

1,
+

 {
a 

{t
 

{,
 

{r
9 

{' 
{t

r 
1,

5 
1,

 (
, 

{4
r!

or
(n

lrr
uj

N
JN

--
O

(J
r 

\ 
(,

1 
ur

! 
tJ

 \
.r

t. 
\.t

l. 
!

-o
 b

 -u
. 
b 

b 
-u

. 
i" 

\ 
i^

 U
 U

 -,
,.

P
S

ee
ee

e9
aa

aa
a^

^^ {,
 

3+
 {

a 
.(

,q
 (

, 
{r

c 
!q

 {
, 

1,
 (

, 
^

\l 
o,

 (
Ja

 5
 

t! 
(!

 
N

, 
N

J 
J 

f 
{r

q{
,

S
n 

-o
 .

O
 -

a 
-u

a 
-o

 S
, 
.o

 .u
r 

.o
 -

ua
 -

ua

=
 o 

oo
 

oo
oo

o 
a)

a-
a)

.-
)

- 
{,

 {
Jc

 {
rq

 (
, 

(,
 {

rt
 (

,' 
{,

: 
\O

\(
,r

5(
!!,

l!N
ri-

\o
r-

e 
\O

 5
 

\O
 !

O
 !

o 
.tr

 \
o 

A
 \

o 
! 

'- 
rD

\o
 !

o 
\o

 \
o 

!o
 \

o 
!o

 \
o 

@
 C

) 
\o

 o
\o

(o
\o

!o
ro

\o
(o

@
\o

o\
o

:9
:9

99
99

19
99

9-

l! C q o o 3

F

\O
T

'rE
o

n --
.t C .(

..) _! F z o C ? v \o \o :! o Z o 7 C Z - IT I z z - C @ ? o t zl I z { { ? o - a - = 7J --
,1

o o o o -o o o o

oi
' :

 
o

.;i
c

:5
 

e.
r 

iH -.
>

--
:li . 
ilE

i.J
 i

,J
 i.

J 
i.J

P
 \

, 
|-

, 
!.J

 P
 |.

, 
|-

) 
!.,

 !"
(!

 (
! 

ur
 9

1 
cn

 o
, 

\o
 r

o 
N

)

+
, 

1A
 .

Jt
 1

4t
 !

J+
 \

J'
 u

a 
.t 

lA
 

tA
 t

4

o|
. 

U
J 

- 
(O

 \
O

 C
O

 \.
t 

(' 
! 

r.
r 

-
! 

o.
.\o

\o
o1

 -
N

Jo
ro

ao
\

oa
oo

oo
oo

oo
o

_o
 s

,
O

O oo oc

is
 g

gE
: 

a:
 a

ag
iE

g;
 iE

*:
il*

E
ai

t4
51

;q
 1

aE

ilE
s3

 i*
;E

=
*t

rE
 +

E
+

tr
[;i

i]:
tid

:E
rq

la
=

[H
 +

9.
"l 

ia
g;

 a
"ii

 ; 
: 

:
E

;:i
E

i1
f;3

3i
itE

E
i

\E
 =

c.
,.i

 d 
E

 - 
p 

3.
- 

=
;=

fi 
: 

=
;=

i r
rx

 r
 3

:i 
x 

#6
.=

 =
 iq

i 
E

 i 
qr

 -
-.

,i1
6'

; 
=

; 
gi

 
1r

''-
: 
lii

 &
r 

33
e'

* 
ifr

 =
x 

*+
.'

s;
tii

iE
ag

*f
ili

rii
9 

r 
j;5

;1
F

g 
?.

s 
i 3

E
 &

i
ai

re
e,

il3
6i

i?
;i.

 
a.

:

t!;
9!

 
n@

 t
Y

X
 

O
; 

or
 O

 
O

7e
 i#

! 
3 

:
5 

E
 -i

 qB
 d

=
'Y

 
O

-:
l 

f 
->

 A
)

=
 -

r 
a 

P
.r

o 
o

':,
2 

a 
^ 

^ 
q 

n
6'

<
 

>
i'-

!: 
-

.-
 

-<
 

-;
-6

 
c.

 
:

* 
oq

it-
 

3
ua

J-
! 

&
t!,

 
J:

 
+

9 
s 

a 
4a

 1
i

ai
 o

: 
-i 

Y
 l

;6
 

=
 P

=
G

 i
c!

Y
rX

C
r 

-
,, 

r 
2.

=
.4

 
p

; 
:; 

{l'
- 

-
i6

 x
 5

.o
P

 ;
-:

--
.L

=
 

@

3 
-a

o 
3 

- 
o,

E
;i 

=
 =

g 
;

', 
i 

I 
f 

t 
o

e*
9 

=
Q

 :

il<
E

ai
l 

i
5 

Z
i d

 +
-"

-i 
.=

-
o 

=
o 

o;
-:

; 
9.

F
d 

d 
o:

i. 
13

a^
 *

n 
I 

53
 -

D
 r

D
 O

 =
-:

:9
, 

:Y
,O

tu
:?

^.
1

1a
,^

'-A
P

: 
- 

e.
., 

1:
E

d 
I;i

;i'
D

:-
=

:.=
tu

 
-

:r
D

ifn
ro

I 
- 

I 
>

-<
cJ

-:
.il

O
-

9 
o 

i 
=

., 
l

C
;'-

 
- 

di
 

(,

.;9
 {

n 
ts

; 
r 

o 
f-

r 
=

'
1a

i. 
5 

l'-
/i 

o-
r<

 
di

 6

T o lc l- lo
c t_
l lE

 I
f 

-ll
; 

>
t

_ 
rlt

x 
F

l
6 

N
l

3i T
I

o :]l
I



.:... \ q q n e a "1 \ n n \
a.l .i 

.a 
rl 

F
 

a.l cO
 N

 
O

r
r 

<
J.\r.. 

F
 

O
 

cil -Jo\O
O

!tcO

- 
a.l.a.a 

t 
rn 

V
 

!a 
- 

al 
!O

 !:i 
r

..1 .i\o.iF
sr^F

N
.aol-1 

- 
+

o
ra O

 @
..) -f 

O
 O

r tl 
N

 rO
 N

 t 
F

 
N

 
ta..

cO
 t 

$ 
\O

 N
 - 

^l i 
!O

.'l 
cO

 O
\ \O

 t 
r,1 O

N
 

F
F

F
F

r-'.I\o\oN
 

-t 
-f

..1 
\O

 r\

!^ ,C
 !C

 @
 F

 
O

 F
 

O
 F

 
O

 @
 - 

.r 
C

 
@

@
N

 t 
N

 O
 o.l -.n 

- 
- 

ra !o F
.] 

il 
r\.\

.. 
<

r !. 
N

 o. -f- .o. - 
.t- 1 

o- o- co- co- o. o-
..) 

F
 

e 
F

 
a\.J N

 rn rn Ln..j.a 
..r o

..1 
ra \o

.:':qn':1''iqqn1\-
.\ 

.a ta cO
 rr) S

 
..1 O

 ..1 \O
 I 

..1 ..l
=

tN
y).a..Jtc.a\o.a@

!l.o
.i 

f 
co o.a.a 

N
 o. - 

ra.rt 
a! -

coco.1 
C

D
.nO

O
\\O

@
tN

O
!O

 
-f 

O
l

.n O
\ - 

O
\.o..1 

\C
LllN

N
F

O
t 

raO
ln N

.. 
C

)... 
_\o- 11 \t 

!O
. ra I.- tn .1 

!O
.

- 
a..l .a .a .a 

a..t ..r F
 

F
 

F
 

rn
.a .a
t4a t4

c 
@

 tn I 
O

\ N
 Q

.a 
ra O

. C
 

@
 - 

\O
 .n.l

ra@
@

cF
 

t 
N

 N
 tn N

 $ 
cl\ra @

 .! 
ta

oqq.a-\-1 
1.1 

cqo:!o-N
---r\t. 

qL1

-F
F

.\.at=
l 

.a.r.a-F
 

@
N

.a 
N

 ..)

O
 O

l O
l O

\ cl\ crf cl\ 6 
cl' .l\ cr\ cr,

O
 crr cr, O

\ O
\ cll .l\ 6 

O
, O

i .rl 
cn

O
 

cF
, cl! cl\ O

\ cl, O
\ cl\ O

', O
\ o:1 6.

LA
 oi -t oi +

 o. +
 oi oi o. +

 o'

-ooooooooooo
;oooocoooooo
;oooocoooooo
-rnO

rnC
)rnO

.nO
O

O
!.)

B
 

-F
-rN

....tLn\oN
A

J
J 

r4 rr) !.r i, 
rJA

 r3 ec r, ('} rr) rr'

"1 Y

o_E
 o ! 

Q
r -v r:

=
]ltr-E

i-L!
-. o o: 

oi 
o

39-cE
pl6P

c- 
9 ^ 

=
 

c 7 
a

o q*=
 

i 
q d x

u E
 ; 

>
..: t 9 l-

=
:-tr 

u 
A

 ,Jr!
-Y

 
9'- 

Y
,@

" 
r, gi

&
 

::E
:€ 

*5 i
oo 

i.Y
E

;:ci-E
t

c 
;:.i 

-i-dr-
2 

r,>
-2;Y

--
o 

:; 
qJ J t:; 

i

E
 

! 
!;. 

^o.9 0., - 5
<

 
S

.-.Y
-E

E
+

.r-"
or 

'ri 
I 

tr - 
eE

'=
:.-

B
o i: 

E
S

; E
 s !6

X
 

: 
-l?..c-,-li"

r'i 
/<

.{A
,7.'- 

*:--^
; 

Y
:=

r*_b3P
j

ts 
P

 ?6-r,.! 
-,'q,

e 
: 

! 
", :=

 
(/ --c 

a
I 

iL 
i: 

ar-c 
r:.=

:
! 

O
 <

;E
e-aarY

="cJ

--!.9-EO
r9

-c 
(J

A
q 

S
X

H
E

 
.!T

P
 

Y
q

=
-E

 
.! 

" 
j. 

=
 

9_9 
b 

0J
t- 

o.>
.; 

!14 
o.:

2- 
>

=
-E

 
- 

' 
) 

=
 

.. 
L

a:, 
-, c=

.-_ 
=

r-- 
,?

oJ: 
yf!c 

=
!! 

.i^
-c !, 

r: 
-.=

: 
r 

'-V
Y

-or 
-:+

: 
o i.,l- 

i>
P

0 
7;3^! 

72y 
3.E

E
a 

,=
i=

 
dld 

:'
T

 
: 

- 
f, 

Y
 o' 

4!
E

E
 

y-r2 
Q

c,P
 

9!
:) 

-,:a 
!;

E
* 

a{:6O
S

_=
i ;e

[q, 
:-,rs! 

bdi 
=

E .) o
5 

F
!E

9E
 

E
P

; 
hO

; 
c 

c E
 -t: 

-; 
f 

=
: 

.=
 >

=
 

.O
-orY

oN
F

_r 
';.q

E
.? -o-U

g!i1=
p 

Z
=

__: tr 
7: -c l 

!, r 
--=

.=
 

_.!
3=

 s.E
Y

3E
iE

 
d=

a=
.=

^-c'-9;: 
-cJ

;!c 
-c:t9:- 

aL=
 

=
:E

!1 
e_., 

; 
O

P
-?s-P

E
R

iU
i 

cr
=

ir 2=
:1;=

 .'E
l, 5*

5E
*-5i?4^gE

E
-=

q 
:L': 

S
- 

0,6 
O

r 
r 

-o

0,

I(!Q
,,

Fe)

r!z

>
.

UA
J

bO.!S
.

UA
J

oo.!oEs&
.

:<
-

A
 -vr

F
\

R
f,

ico
{ 

--,,

<
d

<
t)

Falue,>
F

JT
2z-F^< t)iZ

A
<

A
<

n \)

=
g

9zH
H

n
l=

?
W

 =
q)

Z
- 

t;
-IIJH
l- 

- 
IIJ

ir2u
E

9E
C

ic
u,=

4
a- L) ca

.'t N
 - 

F
') a.l o\.7) a,l N

 N
 o 

ra tn

tn |o O
 cO

.\l \D
 ta O

 N
 ta O

\ ta t 
O

 
N

 
!O

-itncl\i\.iN
F

\O
C

)N
-1 

..t C
 n.t 

-
- 

N
 F

 
<

)'O
 O

 !a .t 
N

 O
\ C

) Q
.! 

O
f @

.a
O

 
---N

..1 
..1 -lta\O

@
N

t\ 
\O

t
t 

In \O

--N
.r.C

).\lN
t@

tra-t-i
a!.a.a 

-t 
\O

 \D
 N

 N
 -t 

- 
a.t cr. o:\

r\ O
\ t 

r\ ra ra S
.a 

al a.l.a N
 F

,.i 
O

\ @
rl - 

t.o 
o or N

 - 
@

 o\ @
 - 

N
 \o ..r tn

1o 
F

1 .o--u1 
\o. --.1n \.1- o- o- -t 1

.] a] a.t.i 
..1 \c ra ra rJ .t 

!c.a
-t 

tra

:o;

t\6-;
oo

N
to

o .J
rirn ao

F
C

)
.o- @

O
,

F
F

.r.al.i'O
t\r 

l.)t 
F

F

trU

UIo-e.t)o
-s!^;scZ
'42
O

^

l=_.r
2.O
2Zdtr

;etda 
,.r''

U
z

3-e

crl
.t

,!..CaoE

: 
dc'

ao :_:
! 

9co

!o-af,oI

h6-u
ssli

L 
C

F

O
 

- 
.,

u) 2<

-F
-la.t.a.a*froN

o.
1ft (5 rrq (/, (3 1r' g' r^ r, 

(/' {.) {/t

^, 
7)

E
b

-=
 ^ 

=
2

2 
troooooooooo.oo

.. 
,. 

X
 o o. o' o o o o o o o o' o 

:=
h 

--' 
: ; 

o +
 o. +

 o. +
 o. o o. +

 o 
9P

 
Y

: 
-aQ

 
c 

--N
1-r.<

.!^r\o 
+

; 
E

; 
bF

 
- 

Y
; 

Q

_J pi 
]oee(,B

ete(,r'r,r.A
eq,,tn 

:? 
P

aJ lv 
=

 
' 

olr 
:

.! 
a: Y

 ; 
; o o o o o o C

 O
 O

 O
 O

 O
 : 

.D
 -

=
: 

a:-^ i=
,rici 

-id-io'do 
o'o,'icj 

=
 3 

iC
+

(J,1 
d 

9 
--1.]4^^!tu:oN

c 
U

q, 
=

5.. Y
! 

f -3.o * 
(3 (. (, r,e * * *.-,," G

 5 { 
E

O
 

o,!!: 
lo

d 
O

- <
. 

-L 
q

' 
i: 

-c:i:E
>

 
c<

-o:
-! 

-'-=
.:: 

L 
- 

Y
-

t ?.=
 s y.E

 -6._y -., g E
35 9rc,, 

a9E
 6Y

:: 
: 

:- -c 9 --o 
aJ a€

iit:;:E
pfE

t
I!:9 

Y
5 P

Z
J, F

,i
tr:,!-i-oF

or-ibc
!,^ 

-/!xoi! 
j:.Ja,oJ

;--;=
=

:!n-Y
,-b

q, U
 9: 

E
 -=

 F
 9-o:

.9 >
=

 
Y

 o'- 
oi-o-E

 
i

q. 
oJ 9t 

Y
;? 

) 
r 

>
=

 
!)

f 
-o.E

 i,I 
r -;€ 

o.a
E

 
.=

 
O

 (A
=

€-yH
::ipE

0atE
g -- U

 5: P
U

 5 6 s 3 E
- 

aJa 
'",".;eo-aro

.4iP
=

Z
ije*63E

u 
L-,:.9 

F
 

^ 
" 

: 
q

:E
 B

:f B
-uH

:,=
"-8=

!.
E

 q;X
;5-g:H

P
;

$: E
i -tE

 5t=
:;

J-6', 
J 

O
:'1 

.=
;3:

.7 - 
g - u{ a:;

533 E
B

:5i!e
a?=

 
i7;a;2:

=
 aj- 

::69€F
fi

. 
orO

 
:j >

--.c -'. 
Y

;n
9-C

 
L 

- 
u,=

 
_- 

=
-

Y
=

V
 

rca:E
'-""

=
 

a'i 
r9 

=
l 

U
 

o, qo;;i,J=
=

- 
o/a 

- 
"'=

.--c
I o 4 

5..<
 

iF
i

:.r(, 
-a-:-:23

=
E

.=
 

;!!rE
i-c

C
 

E
 

2.=
-i':.!;.=

60=
:,,^>

I 
o.r 

Z
 

..:9 
s'- 

'
Y

 r.s_ 
S

 g E
 3 ^o".S

il.-
sj e" ; fi E

 ". gE
;:

:E
it=

'sH
!qE

€+
U

F
^[r.edpE

ii--4
d 

6, _o d 
r! -o y F

 =
 9 p 9

fE
E

E
E

etq=
"u"-'i

-cE
 

d c 
>

- 
.t 

1;"c 
*

,;;€ 
E

=
I;*E

E
P

f *E
t 

S
-e d r*E

t 
s

! 
a 

i-

i* 
s 

P

; E
 :*

h 6 
b! 

s
a6 

E
::

E
b 

-cu<

:: 
};E

4 -5 
.=

 
o

E
g 

"*;

i'! s E
*€

E
s; ti5

d 5: 
U

r I
E

- r 
i 

E
 I

i;* 
E

dt

o:0, 
q .l].ta

5 cb,! E
 F

:

.!- 
=

 
l'-.s

r! 
dl 

-,
or o/ -- 

19 tr
-o=

 
!; 

ro 
E

:

e€ " *:.q
a;+

 
y 9. )

.: 
6 a-C

; 
C

ti Y
-c; 

E
 o

>
.,E

=
-P

Y

I- #:9 E
i*F

6 6{E
'U

.!
<

 ::-.i 
l-

! E
aq.E

;
.! n-: 

x ! .
a. _ !/ o u =

-
E

 
-c:6;=

 
I

&
"s8€!€E

*f ;;ili: zli+
z E

i!:i;e=
ii

:rE
:=

:i $!;: 5i ;: i=
 1i';:F

-

;i +
zi1=

,iz:i:1t ziicl; i : i i
i:i;: iE

: i; 1i1i:;;;E
iif;;;i

i;6i;E
iZ

;Z
>

ei 
3 :-E

=
: i': - 4E

;
1 E

;,8?: t : i i.i;, i!,i*t 
=

 ? g E
 i

+
iiziaii=

itli:lt ; ii ; E
 E

 : ?
s; : iE

E
 ! : E

E
 E

tiS
 r.i;;::E

: i;
E

=
E

i ia:=
i tiE

ii ! *i3; E
i?4i

o'9alozd.d,./i

lId.

\

4



Units pregentlv (onltru(ted
Units permitted but not yet

13,217

261

" .i 119
[stimnle oi presenl hou$in8 supplv - .15,686

Estimaled lotrldem.rnd ior units 6,96r-

Estimaled total demnnd ior unit5 ea(h 
- 11

year belween 1988 and l99l I ,19.]

AssuminB cen.lin o((upan(y rntes, lhe total demand ior unit5 per year
belween 1988 and l99l !!ns 15 irlllor!5:
Owner-Oc(upied Unirs 6A.0"/., 947
Attn.hed hou!in8: 15.O't" 126
Detached housing: 55.0'l. 520

Renter-Occupied Unit:, 12.090 446

Household population projection figures were available
from a number of sources. Demographic information
from Urban Decisions Systems, lnc., Los Angeles, CA,
was used in this analysis (see Exhibits I and ll).r

Once the household population was projected, an al-
lowance was made for choices and movement in the
market involving homes and apartment units for sale or
lease. The typical 5 percent vacancy factor was used
unless local market conditions dictated otherwise.

Unils presently constructed included the number of
housinB units within our nrarket area. This intormation
was provided by the demographic service we used, al-
though it also could have been obtained from the local
city planning commission or updaled from U.S. Census
reports.

U nits permitted included the housing stock that would be
added to the inventory in the near future. Th is information
was iound al the county planning and permit orfice.

Within the existing housing stock were vacant single-
timily and multiJamily units. Consistency required that
an allowance be made for vacant units in the existing
housing stock as il was made in the projected housing
demand.

The estimated demand for housing units of all types for
the next iive years in our nrarkel are.r was 6,967 or 1,393
per year.

Demographic data provided historical information on the
number and percenlrSe of owner-occupied and renter-
occupied units in our area. Historically speaking, the
neighborhood had a hi6h ratio of owner-occupied units.
lf all factors renrained the s.rme, the.rnnual demand of
1,393 housing units rvould be split into 947 168 percent)
owner-occupied units and.146 (32 percent) renter-occu-
pied units. lntornralion from the Multiple ListinB Service
indicated that attached housing conrprised 55 percent of
the existinB owner-occupied nrarket while detached
housing comprised 45 percent of the market. This re-
sulted in an estimate of future demand in the subiect area
of 426 detached units and 521 altached units (e.g., con-
dominiums, townhomes, etc.).

Capture Rate

The capture rate is that percent of the total housing nrarket
that the subiect subdivision is expected to capture. ln
theory, each subdivision within a market area should
capture its fair share of the projected housing market. For
example, if there are l0 competing subdivisions within
the market area, all things being equal, each subdivision
can be expected to capture l0 percent of the new home
sales within the area. C.rpture rates ior competing subdi-
visions may be calculated by dividing the number of lots
sold within the subdivision by the total number of lots
sold tor the area or county in which the subdivision
resides.

The capture rate is based on lhe market p€netration
theory which is utilized in hotel valuation and compares
the subject's market penetralion, or capture rate, with that
of the competition.
ln our example, we surveyed all conrpeting subdivisions
regarding pricing, amenity packages, proximity to major
employment centers, financing ternrs and transportation.
Historical lot absorption was traced in all competing
subdivisions (see Table 1).

the principal, but for whose conduct the agent agrees
with the principal to l>e prinrarily responsible."s There-
fore, a sub.rgent is essentia lly an agent of both the primary
agenl and the principal, but the subaSent has a fiduciary
duty to the principal. Like the primary agent, the suba8ent
must .rct solely for the benefil of h is principal. ln the usual
transaction and in the al;sence of special contractual
arrangements, any cooperative broker is {by force of the
listing contract, conrnrercial tradition, and the case law) a
subagenl for the seller Consequently, when the listing
contract conta ins such a provision, as do the vast maiority
of residential listinS contracts (and almost all Multiple
Listing Service aSreements),6 tl're cooperative broker has

the duties of agency imposed upon him as a subagent oi
the /lstlng broker. Numerous court cases support the
imposition of these duties, and many books and articles
discuss the legal theories underlying, and liabilities cre-
ated by, lhe law of agency and subagency.T

Agent-Buyer Relationship

Althoug,h the l>roker is d irectly responsible to the seller (as

.18ent or suba8ent, he also has certain legal duties to
prospective purch.rsers. Basically, these duties are to
enBage in Lrir and honest business dealings, to disclose
property defects and to disclose the broker's interest in the
real eshte, ii.rny.3 Although the broker's duty of iaithful
perlbrmance runs to the seller, the broker must act in
good faith wilh third parties .rnd cannot be part of any
fraud on lrchalf oi the principal.

Several courts have held brokers liable to buyers for
material nrisrepresentations and/or false advertisinE.e
California recently has imposed a duty on brokers to
inspect the property they will sell.ro rr Additionallv new
services offered by real estate brokers are leading to new
fornrs of liability. For example, the courts have held the
broker liable to the buyer when he has assisted in creative
fin"rnc;nB.rr Furthec se//er-s may be liable not only for the
acts of the listing broker, over whom they have some
control through person.rl contact and contract, but also
for tl're acts of the cooperative broker, whom they may
never l'rave met and of wl'rose existence they may not have
known until an offer to buy was made.rl

The lssue: Buyer Representation

Subagencv does not reflect the reality of the marketplace.
According lo a 1981 Federal Trade Commission study, 7l
percent of the home buyers who dealt with a cooperative
broker thought the cooperative broker was their
represent.-rlive.lr Il
This empirical iindin,l suEgests that the law of subagency
and the natural working relationship that evolves be-
tween buyer and cooperative broker are in direct conflict.
ln practice, if the cooperative broker ever meets the seller,
it is usually upon presentation of a purchase otler or, at the
earliest, when the cooperative broker is showing the
property to.r prospective buyer On the other hand, the
cooperative broker'.s relationship with the buyer is quite
dif{erent. Otien, the broker has been in the company of
the purch..rser for nrany hours and talked with the buyer at

some length about the buyerl needs, preterences, finan-
cial situation and other matters of a rather personal
nature. Afler such extensive contJct between the buyer
and lhe cooperative broker, it is onlv natural for the broker
to empathize !vith the buyer and for the buyer to teel that
the broker represents his interests.

Because oi such extensive contact with the brokee the
buyer is justified in believing or hopinB that the coopera-
tive broker will do his best to oblain the property for the
buyer at the lowest possible price and on the most
advantageous terms. Of course, for the cooperative
broker lo attempt to do so is a violation of his fiduciary
d uty as the seller's su bagent. U nder theories of trad itiona I

agency law, it is the cooper.rtive broker's legal duty to
obtain the b€sl terms and highest possible price for the
seller. Even with disclosures, the cooperative broker is in
an untenable position because conflicts of interest are
practically unavoidable. More importantly, under the
suba6,ency nrodel the buyer is not legally represented in
the transaction. Regardless oi seller or broker after-the-
fact liability ..rfforded under agency law the typically
unsophisticated honre buyer simply is not legally repre-
sented during, a highly significant transaction-the pur-
chase of his home. For buyers who want such representa-
tion, a different agency model is clearly needed.
Representation ior buyers is available in one oi two ways:
dual agency or buyer s agencv

Dual Agency

One .rltern,rtive to the suba5iency model is dual agency,
wherein the cooperative broker simultaneously repre-
sents both the seller.rnd the buyer The major problem
rvith dual ..iBency is thal the broker must fulfill a duty of
loyalty lo adversaries (the buyer and seller) which, of
course, is impossible. The broker cannot properly assisl
either party in ne8otialions because to Eain an advantage
ior one party is to lose the advantage for the otherr6

"lSltatutes and cases in many slates . . . prohibit dual
agency unless it is fully disclosed to all parties . . . ",r7
meaning both seller and buyer must know of, and ex-
pressly consent to, dual representation. Frequently, how-
ever, cooperalive agents develop such a working relation-
ship with the buyer lhat, in subsequent litigation, the
brokers are held to be agents of the buyer (based on the
agent's acts) and the seller (based on the listing contract),
arrd, therefore, they are deemed to be dual agents. Since
such brokers do not intend to be agents of the buyers,
their dual agencv obviously is undisclosed. The case law
is harshest to the undisclosed dual agent because this
type oI agency is perceived to be a species of fraud against
both buyer and seller.r3

While undisclosed du.rl agency is clearly unlawful, the
National Association of REALTORS! (NAR) warns real
estate brokers to avoid disclosed dual agency. "The dis-
closures and consenls necessary to make a dual agency
l.rwful are so conrprehensive and specific that a typical
real esLlte broker cannot undertake them as a matter of
routine."r'r Particularly in California, but also in other
states, lhe courls have not hesitated to hold that an

Vr(,rn.! ir( tor oi ;',"
{ 1,510

.05

TABTE 
-I

Comparison Of CompetinB Subdivisions

Subdivision
Name

Total No.
Developed

Lots

Date
Sales
Began

Total No.
Lots
Sold

No. Lots
Sold Per
Month

Housing
Type

Average
Home
Price

Villa Verde
The Arbors
Chatham Manor
Lexington Park
LeParc
Hidden Lake
Summerset
HiBhland Point
Terramere
Sunsel Ridge

336
130
180
220
180
152

B4
100
400
164

1B.OB
5.67
4.21

I t.l5
22.OO
9.61
8.86
L3l
3.70
3.3 5

6/88
1/84
5/85
6/87
1/BB
)/tt/

12/87
6/81
1/84
6iB5

235
106
r 61
1 .15

110
135

64
1i3
200
121

Condo
Condo
Condo
Condo
Condo
Condo
Duplex

Single Family
Single Family
Single Family

$ s6,100
$ 6r,750
$ 75,750
$ 70,500
$ 8r,250
$ 80,000
s 7s,750
$ r 00,000
$ 1 s9,000
$16r ,s00

1t) REAL ESTATE ISSUES, SPRING/SUMMER ]989 WALLER AND WALLER: PROTECTINC HOME BUYERS IN COOPERATIVELY BROKERED SALES ll
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PROf ECTTNC HOUSTNC DEMAND FROM
DEMOGRAPHICS

by lames A. Runnels, CRE

rr arket sludies are one oi the mosl interestr]B and
lYI .enainly the most challenging assignnrenti that
real estate analysts are asked to pertorm. The purpose of
the residential m.rrket study is to aid the land planner in
making reconrmendations on land uses and physical
developnrent tl']al will be accepted by the largest percent-
age of the nrarket. Specific land use recommendations
and projected absorption rates then lay the foundation for
development, master planning and econonric feasibility
studies.

"Every markel study involves an analysis of two itenrs.
One is the present and future demand for a certain type of
land use. The other is the present and future supply of
competilive tacilities of that type in the area."r The most
challenging aspect of a nrarket study is the estimation of
future demand. However, previous supply and dem..rnd
trends fronr puhlished sources and primarv research
provide guidelines for proiectinB future trends.

The real estate analyst may use demographic iniornr.r-
tion, in the form oi household population proiections, to
estimate the demand for housing units in a given are.r.
The basic assunrption is that each new household forma-
tion requires some type of housing unit, ranging fronr
subsidized housing to estate homes. Thereiore, a pro-
jected growth in household population translates into.rn
increased demand for housing which may be divided
between owner-occupied and renter-occupied.

Further refinements in demand projections may be based
on household income estimates and projections. Income
levels determine the price ranges of homes and the
market's ability to buy or rent. Most demoSraphic mate-
rials quantify the number of households by income levels,
which allows the analyst to estimate what a speciiic
market can and cannot .rttord.

h,a,es A. Runncls, CRf. r.< vice ptesident ol Merrill L,t'n< h Capital
Itlarkels, lnrestmenl Bankin+, Real tstate Croup, Dalla\. He ha\ b@n
aclitel\ enBaqed in real etlate anal\'sis, market and ieasibilitt studies
and loan portiolio re\ie\\'since 1976-

Menlo Park-Atherton brokers, "a large majority of brokers
continue to split fees. lnterviewees did not identify anv
significant problenrs with the fee splitting method. Coop-
eraling brokers don't perceive a reduction in their effec-
tiveness in representinS the buyer although they are
reinrbursed by the seller."r{ It

The sludy attributed the limited use oi single agency to: a

lack oi iniormation and enthusiasm about single ag,ency
among lhe local MLSs;rb a perceived lack of consunrer
denrand;{, and "uncertainty, and a degree of suspicion,
regarding the possible effects of the change on estab-
lished [ML5] practices."rs The California study con-
cluded that "the maior motivation for brokers to practice
single ag,ency is .1 commitment to a particular form of
'protessionalism' of lhe real estate industry. This concep-
tion stresses clarity of obligations to a single client, landl
effective representation in a (potentially) adversarial situ-
ation...."r"
The study concluded that in the future "brokers nray
begin to practice single agency increasingly to avoid legal
problems, given the confused state of case law" and "the
single agency method can be expected to increase...
due to the iacl that a networking effort is currently
underway . . . lo promote the single agency method and
give single agency brokers an organizational focus'/.5r]' 5r

The study iurther noted that, while only the Menlo Park-
Atherton MLS had adopted single agency (as oi l98l),
"several lother MLSsI are currently discussing the elim-
ination of sub..rgency in favor of single aSency under-
standinSs." ln 1984, the California, Sonoma County MLS
eliminated subagency from its Iisting agreement.5r

lndustry Response

Within the re.rl estate industry, NAR with over 800,000
members, is the nalion's largest trade and professional
association. ll supports affiliated state associalions and
local Boards of R[ALTORS! by participating actively and
aggressively in the resolution of political issues concern-
in8 real est.lte.5r Through the local boards, NAR oversees
90 percent oi the nation's MLSs, and membership in MLS
is essential for a broker to compete and etfectively nrarket
homes in most areas.5r Clearly, NAR and its affiliates-
state associations, local boards and their MLSs-have the
legal, political, and institutional power to significantly
influence the advent of buyer's agency.

Of course, when agency begdn lo emerge as an issue in
the late 1970s, the brokerage industry was reluctant to
change established business practices. Also, there was
concern that subagency would be eliminated by mandate
and buyers would be required to retain a broker. ln
response, the industry mixed legitimate concerns with
natural resistance to change,5s claiming such conse-
quences as commission arran8ements may be threat-
ened5', and tran5.lction (ost5 may rise.i-
However, NAR now is addressing the agency issue and is

opening the door to buyer's agency practices. The first
step in this process was lo educate brokers. ln 1986, NAR
developed a pamphlet for its members that discussed in
detail the agency issue and various agency arrangen'rents,

including buyer's brokerage.iE The booklet admonished
brokers to disclose their a8ency relationship to the buyer
and proi,ided a sample disclosure notice fornr ior this
purpose. lts trade magazine also has educated brokers
:bout their agency duties and alternatives.r"

ln addition, NAR has responded to the challenge of
educ.rting prospective buyers. lts 1986 Agency T.tsl, force
F inal Report'o developed the buyer d isclosure fornr men-
tioned previously, which explains to the prospective
buyer lhe implications of subagency and further informs
buyers of their right to hire their own represenLrlive.6l
The task force, in its recommendations to the state asso-
ci.itions, suggested the adoption of the requirement that
"each licensee shall deliver the ldisclosure noticel to
e.rch prospective purchaser . . . . Failure to deliver the
required Notice and obtain acknowledgement . . . may
be grounds for disciplinary action."6r or At least one
state real estate commission in Texas has .rdopted a
disclosure requirement similar to this proposJl.u{ Along
with NARs push for required disclosure among its state
associations, numerous state leSislatures currently are
considering, or have passed, laws to require agency
disclosure.65 For instance, California recently passed
such a disclosure regulation.66

Since the education of brokers and buyers already has
begun, the next step will be to educate sellers. These
people are normally unaware that the cooperative broker
is their subagent. AccordinB to the FTC study, at least 74
percent of sellers believe that the cooperative broker is

the buyert agent.67 The difficulty begins with the stan-
dardized MLS contracts, which create subagency. As one
commenlator notes, "ln all probability, sellers rarely read
or understand the contents of the standard iornr listing
agreenents they sign, nor do they give much thought lo
the scope of their authorization of sub-agency."6r' Dis-
closure oi agency, in plain and understandable language,
should be required for prospective sellers. Such dis-
closure should explain that the typical lislinS contract
creates subag,ency, and it should outline the leg,al impli-
cations oi subagency.

ln the future, buyer's agency probably will be common-
place in the residential brokerage industry.6! The home
buyer is not interested in industry disaster speculations
nor in inconvenience to brokers who may be set in their
w.lys. As buyers discover from disclosure th.rt they have
not been /egal/y represented in cooperative sales, as

barriers such as industry discrimination and standardized
forms are removed, as more MLSs eliminate subag,ency
from the listing contract, buyer's ag,ency will inevitably
emerSe.

Conclusion

Oi the agency alternatives discussed in this article, only
one, buyer's agency, fully protects the rights and interests
of home buyers in a cooperative sale. Besides client-like
representation, buyer's agency produces other benefits.
Buyer's agency permits the buyer to Sain access to a much
larger nrarketplace, because the buyer's broker is
motivated to show the buyer a// available properties

Demographic information can provide
valuadle support l'or projections oi l'uture
housing demand.

Housing Demand

While completing a t-easibility study of a proposed 500-
acre residential subdivision in suburt:an Chic..rgo, we
utilized a method described by Barret and Bl.1ir to esti-
mate the future demand for housing units in our subject
are.1.r A market area was selected based on major lraffic
arteries and employment centers. A five-mile radius was
selecled because of the rural nature of our loc.llion.

Housing demand was projected as follorvs:

Proiecled increase in household
populalion 1988-1991

VJ(ancy taclor oi 5"6
50.1-lt

.05
2,507

+ 50. l.l i
ToLrlestimaled housin8 required by 1990 tl.i,5l
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(including, for example, properties for sale by owner),
instead of the traditional broker! showing, which usually
consists of properties listed in the MLS.

ln a cooperative sale, a buyer's agency is advantaBeous lo
brokers and to the seller. For the cooperative broket
conflicts of interest and the risk of undisclosed dual
agency are minimized. Underthe subagency model, both
the listing broker and the seller are liable for the acts of the
cooperative broker. This is especially unfair to lhe seller
who has little, if any, control over the cooperative broker.

The objective of this research is not to advocate the
elimination of subagency. Buyer's agency is simply an
alternative for home buyers, an alternative that lhey
should know about and that should be made available to
them. Some buyers may prefer to be treated as customers
rather than as clients and retain the ri8ht to work with
several brokers. As for home sellers, some may prefer
using a subagent; others may not want to be liable for the
acts of cooperative brokers or may be wary of the cooper-
ative broker's true loyalty. Therefore, sellers should be
free to list their homes but not permit the listing broker to
use subaBents.

Agency is a consumer issue. lt concerns the consumer's
right to be informed of agency relationships and his right
to freely choose the agency relationship that is best.
Brokers, as servants of the consumer, may serve them-
selves best if they make the interests of consumers the first
priority, work to educate consumers and strive to protect
the riSht of free choice.

NOTES

l. sft referen(e 22, se(tion l.
2. According (o a federa, Trade Commission consLrmer survey, 6()

percent ol brokered home sales involved cooperalive brokers. See
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standard units seems more important than vainly trying to
keep every un it that is now in the current stock oi housing
authorities, whether the unit is occupied, vacant or unfit-
for-occupancy. This means public housing authorities
nrust choose not to invest in a number of properties or
possibly sell others using lhe proceeds fronr the sale to
m.lintain and cor]struct units with better prospects ior
long-term stal)ilily.

Our tentative findinSs dictate thal it may be wise for big
city housing..luthorities to sell prolects, especially those
u,ith lar6,e numbers of unoccupied and subsLlndard units
on siles where land values are high and use revenues fron't
the sale ro purch.rse and construct new units. This strateSy
may be especially.rpplicable to cities whose large high-
rise public housinB projects have been traditionally in-
hibited try families. Our findings also indicate that scat'
tered site projects in areas of substantial disinvestment
may have to be abandoned because the long-term prog-
nosis is a fate sin'rilar to the surrounding neighborhood.

Tlrese positions are heresy to public housing advocates
rvho want nrore units and more funds for operatinS
sul;sidies to maintain existing units. Their rationale is the
extensive demancl ior low-irrconte housing rvhich has

been clearly documented by every large housing
.ruthority. Public housing authorities are nol being realis-
tic because funds to carrv out those go;ls rvill not be
iorthcomin6 anrl public housinB units prob.rl;ly never
rvill be located in neighborhoods lhat have a potential for
long-term stability. lf public housing is to be effective, it
must be viewed.rs a maint.rinnl)le and renewable re-
source. Ultimatel.v, CIAP represents both a rationalization
ior nraking investment choices in pul;lic housing re-
sources and an obvious consequence oi the public hous-
ing privitization perspective.
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tic,ns iot fiscal\?at I98a l\lodernization funds ll9S5). Noti(e PIH 85-1,
,.

2. U.S. Department oi HousinS rnd Urban Development, Compre_
hen\ive Imprcvement A\sistance Prcgem Comprehentive Planning
dnd Additional lniorm.ltion ior Prcc.\sing fiscal\?at Iq85 CIAP Appli-
..rtions (19851. Noli(e PIH 85 2, l.

]. U.5. Deparlmenl oi Housing and Urban Development. Public
Houring Comprehensive lmprovemenl Assistance Handbook (198.1).

Wa\hington, D.C.: Ll,S. covernmenl Prinling Oilice. 7485.1, rcv.2,
chan8e l, 3-4.

.1. Fox, Clara, "Publi( housinS'l iuture: A look aheaL1." lournal oi
HourirS lNovember,iDecember l98,lr 192.

5. Clark, tindlet. ll.. Jr., "Here 5 n hctusing idea thal's eurelv worlh r
ltr." l|allStreeL loundl(October 9, 198.1).

6. walker, leiirey, "Privatization oi housing pro8rams: Policy and
implicntions." Ioutnal of Hou\inB (Novem ber/De(em ber, 1986)
211.212.

7. Slernlieb, Ceolge, 'Abandonmenl: Urban HousinS Phenome-
tlot\. HUD Challenge\ (N1av 12, l97l).

8. Xolodnli Robett. t\plotinB Ner' s(rileSies br lmprc\inq Public
Housiog lrlana9emenl.Washinglon, D.C.: U.5- Colernment Prinling
Offi(e, HUD-PDR-s()l. p 8.

9. Connerly, Charles, E., "What should be done wirh the public
housing programi" 4PA /oornal {Spring, )986) l.+9-150.

10. Stanfield, Ro.helle. L, "CashinS out housing-A iree markel ap-
pronch lhat mi8hl al5() (ost less." Nrliond/ /our,1.r/ (September I9, l98l )

l6{,1 .

.10. See relerenre.l, pp. 21 22.
-ll. ll should b€ noled thal Men lo Pnrk-Alherlon i5 nol lho \'pical re.rl

eslnle market. The .r.(eplance oI the MtS lisling chanSe i\ .rllributed tct

sophislicated brokers and a wealthy and sophisti(aled (lientele. To

illuslrale, in 1981, lhe a\era8e Menb Prrk-Atherton hr-rme sold ior
5l{t7,000. See relerence l, pp.2l-ll

4,1. See relerence l, p. .ll.
.11. fmpiri.ale!irlerl(e lends lo supuort lhe boardi su\pi(aons. ln Ihe

l9tt ] FTC sludv cited enrlier 62 per(enl oi the surveyed buyers reponeti
that lheir brokers rold them how low a price the seller rvould probablt'
accepl. See releren(e 5, buyer survelr queslion 5lkl), p. 26.

.1.1. See relerence l, pp. 27 28.

.15. ln rhe puresl iorm oi buveri broker.rge. both buler .rnd seller par

their respecti!e aSents. Oicourse, lhe ob!ious concern wilh iee splitlinS
is lhat iilheiee islied loa percentage oi the sale price,lhe motivation oi
the burer's broker lo obuin the lo\lesl price foI lhe buyer is dubious.
Reilly {reierence I'}, pp.9.l-95)suggesls lhal some of tht' problems of fee
spli(in,t could be reduced by usin8 a net purchase pri(e iee.rrrange
nrenl. Bv lhis methcxl, the buyer! broker is paid a flat conlin8enl iee, and
rhe bur'er ofters the seller lhe nel purch.r\e price tthe purch;se price lerr
lhe bulers broker'.\ feet. Thereiore, lhe bu\,er pals hii o\tn broker, rnd
the ,ce iMol liec/ to lh(, purchase price. lel. as noled by Reilly, lhe nel
purchase price method 5ometimei (Juses confu5ion imatng the parlies

and is therefore not widely used in lhe marketplace. Buyers, sellers,
brokers nnd outside participant! such nt lenders, appr.risers.lnd insurer\
are .rccustomed lo lhe slnndard iee spliIin8 arrangemenl.

.16. See relerence.l, pp.9 l0

.17. See reierence:, p. 10.

..18. see reierence l, p. 20.

.t9. See reierence 2, p. 28.
50. see reierence 2, p. 11.

51. The increase in !in8le aSencv arvareness may be nllribuled largel!
to the eiiorls ot \Vho s \! ho in Crealive Finrncing. ln(., nn(l lohn Reill\.
\\'ho'! who in Cre.rtr\e frnancing, lnc., mdintains n Suter:\ 6role/
Reg^trr, which idenliiies brokers lr.rined lo practitt'sin8le.rgency. lt
also publishes.r qu;rrterly newslelter, A8enct Advo(JlE', and olher
iniornration and lools neccessary ior establ,shing a single agency
p(r.tice. ln his book.48encv Re/itionsh,2s ln Red/ tslllc, lohn ReillY
provides a "how to" tluide ior establishing alternative rBencl arrange_
medr\- Sample bu\'er! lisling aSreemenl iorm5 {E\(lusive Righl-to'
Represenl contr.r(ts) nre provided, rlon8 tt ilh ample pr.1(li(.!l and le8al
advice on the do\ and clon'ts oi esl.rbli(hing a single r*en(! pr.rclice.
52. See relerence l, p.;110.
5.1. See reierence 5. volume l, pp.8l-82.
i-1. see relpren(e'; lolume l. pu. q.l qt.
55. Under subaSen(\r the seller nra! be liable lo lhe buver ior

misrepresentalions o[ the cooperati\e broker Re5cissron rs.r remedv ior
5uch nlisrepresenlnlions arailable to lhe buver Horvever, ii sub.rgenc! is

eliminated, this remedy is not available to the buyer. "ln su(h a silualion,
the iinding oi agency betlveen the buyer and selliDg lcooperativei
broker may be more harmiul Io lhe buyer than beneficitl, because the
buyer would lore his nclion of resci\\ion and reslitulion tgainst lhe
seller" See reierenre l l. p. 771, loolnde ]1.

ln respon5e, one commentalor noted lhnt Ihe eliminali()n oi suba8enc!
does nol necessiril\' cleslroy the renred! oi recission lsee re[eren(e ], p.

447). and iurlher noted, " . . . drs(u\\ion oi the buyer's remedier
assumes litiSntion h.rs commenced, iSnorinB the 8o.rl oi stopping
liliSrlion beiore it 5tartr . . . . The eiimin,rtion oi subagencv by avoiding
(oniusing dulies rnd the tendencv to mislead consumerr, should lead Io
le!,! dissalistaction in rerl estate tr.rnsa(lions, and hen(e less litiSalion.
This \tould under(ul the harm thal lhe buler ma! suiier irom lhe loss oi
lhe rescissaon remed\'." See relerence l, p..1.18. t!,en wilhoul the
remedy oi rescission, the buyer 5lill has re(ourse agninst the cooperalive
broker. And, if the sour(e of the misrepresentation is lhe listing broker,
lho buver may ultimntely h]ve recour\e .r8nan5t lhe seller. see relerence
8, p. 100'l, iootnote I l{,.

5(r. $irh 5ubaSenc\, riasellerba(ksouloiadeal 1$ilhoulcause), the
(ooperalive broker rlill hn! a righl lo his commission. Llnder single
nSencli and in the nbsence of a contrJalual a8reemenl bellveen lhe
cooperative broker and seller, the cooperative broker may have no legal
right to his commission. Thereiore,'it is rensclned, lhis threnl to commis-
sions \rill reduce the number of cooperrtive sale!, thereby reducing lhc
etii(iencv oi lhe market. See reference I, p. 72.

Ar alreadt di5(u5srd in this arli(le, there rs no threal to n cooperative
broker! commission. The.ooperalive broker mat be par<l br'the buver.

Or ii lhe seller is lo pav lsLrndard l'ee splil). lhe (ooperalive brckerl
(ommission i5 protected as long as the iee arranSement is parl oi an
express a8re.,nrent.
57. Under \ingle agency, the lislinS and cooperatrve broker! are

;dversaries. Thereiore. il is reasoned that less rniormation on the
property will b€ provided to buvers by the lisling broker and "lnlddi'
tional cosl mighr accrue k) lhe boyer in ordef lo obtain lhe d$ired
i[tormation." See reterence l, p. 7],
This argument is queslionable ior 5everal reason!. First, lhe obie(live of

home seller\ is to markel lheir houses, whith is accomplisherl by
providinS iniormilion to pdentiil bulers. To limil normal markelinS
iniormation to a buver's broker, !u.h a prohibiting propeny inspe.tion,
will redu(e the likelihood oi \nle and thereiore is irrational. Regardless

oi aSency relalionships, relelnnl unfavorable iniormation mud be
revealed. A! nlreadv discussed, the lisling broker has certain le8.rldulies
lo prospective purchasers. These include lhe duly lo enSase in f.rir and
honest business dealinSs and kr disclose propt'rty deiects. se(olld, the
empirical e,,i(lence su8gests that single ageno is normally prncti(ed in
cooperali\r'r;les. even though the legal relationship is subagencv.
Thereiore. eliminatinB subagencv rhould not significantly change trans'
action costs or rhe flow oi inlbrmalion irom il\ present stale. This rs

partially evidenced by the Menlo Park-Atherlon MLs which eliminnted
subagency and used the stanthrcl iee split. See reierence 2, p. 27-.18.

58. See releren(e 14.

59. See reirrences 7. l5 nnd l{).
60. See reierenre 2,1.

6l. The clir( losure iorm is enlirled, "Notice lo Prospective Rerl Est.rte

PurchaseL" nnd slates, 'As.r prospective purchrser you should know,

th.rtr Cenerdlly, the lislinB ind cc,operative (selli E) broker! .rre lhe
aSents oi lhe seller. Their iiducinr), duties oi loyaltv and iaithiLrlness are
o\red to lherr (lieni (lhe sellert" fhe disrbsure iornr iurther \lrle\. "li
r'ou choose to h e a real estnte hroker represent vou as \'our.rsent. vorl
should: Enlel intct a lvrilten (ontracl that cleirlv est.rblishes the obliga-
tions of bolh patres." See relr'rence 14, unnunlbered pages rthich
would b€ .12 .n.i 21.
62. See reference 24, p. l{.
61. The Ti5l torce iu(her n.lvised: The Nlulliple Lirting Poli(t Com-

miltee lhould rer ie$ exininB NlLS Rules and Policies to idenliiv those
chanSes lh.rl 5hould be madt'and those ne\ slruclures thal !houkl be
developed lo better accommr.rd.rle sellers rvho d.t not wish Io sell
through subaHenls.rnd buye15 !vho desire independent represenlrlion.

The Professionrl Standards Commiree should revrew existing.rrli(les
of lhe Crxle oi Ethics, Standnd! oi Practice rnd (ase interprelnlion5 to
identii! thole lhal are predi(.rled on an.rssume(l \uba8enc\ reli(ion'
5hip bet$een lielinB and \ellinH broker and propose clariiication\ and
modific,rlions lhat rvould govern RtALTORST iun(lioninB in.rn rdver'
sarial relationship.
The Le8.1l Education Sub.ommittee and leBnl Action Committee

should prepare tor issuan(e tct.rll member bo.rrds a comprehensive
'A8enc!'Edurntion Progr.rnr" including, but not limited to, the iollow-
ing: prepar.ltion oi malerirl5 relllting to buver( brokera8e- in(ludin,a
a8eocy ngreemenls and de\criution5 o[ riShls nnd obligations as distin-
guished lrom lhole oi listing brokerages. See reference 2.1, pp. l5 I6.
64. Rule oi the Texas Real Estate Commissron, sec.515.162, "Dis'

closure oi ABerrcy-Residen(i,rl," eftective Seplember 1988.
65. See reierence 20-

66. Cal. Ci!. Code SS2l7l'l i82 (\\'est Supp. I987)(eilectiYe l.nuary
t, 1988).
67. See reiercn(e 5, volume l, p. l9l, foolnole 571.
68. See relerence l, p.420.
69. Thii rese,rrch has iorust'd on agentr Lrrv .rnd issues in the

residentirl brokera8e industr\'. The findings prt'sented here do nol
necessarih .:rpplr lo the commercial broker.r8e indusk!. The (ouns
have a diiierenl perception c,i the private home buyer and the commer-
cial propeny rnvestor. The.rSenry issues in the residenlial broker.rge
industry arise because the courls with to prolert home buyers and
sellers. Howerer, the alrthor! nnticipate that no :uch protection rvould
be aftorded to commercial invellora. Thereiore, the a8ency (ase law ior
commerci.rl brokerage will lrrob.rbl\,be diiterenl irom that oi re\identral
brokerage.
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percent to 20 percent have friable asbestos, meaning the
asbestos crumbles easily and its fib€rs get into the.rir.
Dormant asbestos can become iriable, however, ii it is

disturbed by somethin6i..rs simple as a janitor's broom
puncturinS a ceiling tile.

PCBs

Polychlorinated biphenyls (PCBs) constitute a family cii
synthetic organic compounds that are nonflammable and
can conduct heat withoul conductinB electric ity. As suclr,
they have been widely used in insulatinS electrical capac-
itors and transformers in and around buildings. When
discharged into air or water, the chemicals released tend
to bu ild up in the bod ies of .rnimals and humans and, over
time, may cduse ( dncer or hirlh deter ts.

The federal Bovernment banned the production of PCBs
in the late 1970s. A few years later, scientists developed a

system for reducing the chemicals to harmless salts.
Public utility companies have been systematically renrov-
ing PCBs from electrical equipmenl in most areas, al-
though sonre electrical equipment containing PCBs still is

in use.

Radon

Radon, a byproduct of decayinB uran ium, exists in nature
and normally percolates through the soil into the atnros-
phere. When trapped under a building, howevet radon
can enter the foundation and structural elements and
become concentrated in amounts that m.ry be harmful. A
colorless, odorless gas, decaying radon releases parlicles
that, when inhaled over time, may lead to lung cancer. A
recent study indicated that radon may be present in
concentrated doses in as many as 4 million to B million
homes in the United States.

Environmental Hazards Primarily Affecting l-and

Radioactive Waste

Major environmental problems have been created as

utilities have sought to dispose of radioactive waste irom
nuclear power plants. Radioactive waste disposal sites
have contaminated not only the surrounding soil but
often the underground water supply as well. ln some
cases, the soil from these sites has been used as landfill,
which has spread radioactive contamination to other
areas. The Department oi Ener8y (DOE) estimates that as

much as $70 billion may be required to clean up sites
contaminated by radioactive waste and that the effort
may take as long as 20 years.

Properties also have been contaminated by radioactive
waste fronr the operations of industrial firms that produce
nuclear fuel rods and other radioactive products as w,ell
as from nuclear plant accidents, such as Three Mile
ls la nd.

Underground Storage Tanks

Much of the land in America sits on top of honeycombs of
underground tanks that store diesel fuel, waste oil, and

gasoline ior fueling trucks and automobiles and other
chenricals for agricultural, nursery, and dry-cleaning, op-
erations. Chemicals leaked fronr these tanks into water-
ways or underground water tables usually pose formida-
ble he"rlth hazards I)ecause they are Jmong the nrost toxic
and carcinogenic materials known lo man.

Unlike radioactive clisposal sites, the location oi under-
ground storaSe tanks is not always known, and it may not
be discovered even .rfter extensive test-boring. Although
the federal Bovernnrent requires registration of all new
placements of underground storage tanks, it cannot ac-
count for all existing tanks, many of which renrain un-
known until a site is excavated or le;rkage problenrs are
discovered.

lndustial Operations

Over the years many industries have routinely used haz-
ardous products in their operations and dumped the
residue into underground disposalsites or nearby water-
ways. This dumping has been done by older industrial
operations, such as the Hooker Electrochenrical Com-
pany which dumped hazardous byproducts of its manu-
facturinS into the Love Canal ne.rr Niagara Falls, as well
as clean high-technolopiy firms concentrated in areas
suclr as the 5ilicon Valley .rnd Orange County in
California.

Underground contan]ination often takes years to detect.
Problems at Love Canal, as an ex.rmpie, took almost 40
years to sunace, and then only after a period of heavy
rains and snow.

Underground disposal sites may be contanrinaled by a

wide range of potenlially toxic nraterials. Many of the 300
materials identified by the EPA as loxic are used by a
diversiiied range of industries.

federal Regulation

Responding to the public health problems created by
environmental hazards, the U.S. Congress has passed
sonle very tou8h, but often confusing, laws that may
severely restrict the developnrent and/or transterability of
property. The real estate investor should be .rware of
several major t-ederal laws.

Resource Conservation And Recovery Act I RCRA)

Originally passed in 1976, this leg,islation has been mod-
ified over the years to provide a means of regulating
hazardous substances from production throuSh transpor-
tation, use and ultimate disposal (cradle to grave regula-
tion). The legislation has established permitting and re-
portinB requirements, through which persons.rnd firms
thal utilize hazardous materials must fully account for
every slage of the process or face stifi civil and,/or criminal
sanctions.

A special section under RCRA established the Under-
ground StorageTank lUST)program, wh ich undertakes to
develop an inventory ofthe underground tanks that store
oil, petroleum and other hazardous substances and
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ENVIRONMENTAL HAZARDS AND
REAL ESTATE

tJnderwriting investment risk in an
i n c reas i n gly- st r i n g,e n t re1u I atory
env iron ment.

by lohn McMahan, CRE

R::i;,'jl[i"J",,x"il:"ll3,1"f]:rii"l,i,""iil';t'1",,,1
ronment.ll hazards on existing and prospective projects.
This assessnrent usually is more than a technical evalu.r-
tion, and it frequently involves balancing conrplex envi-
ronmental, legal, political and business consideralions.
The proress is complicated by ever-changing leliislative
and judicial standards where conrpliance in one year
may not mean compliance in anolher.

Frustrated bv the need to enSage in such complic.rted
assessments, many choose to remove themselvt's from
the playing field sirrrply by not getting invoh,ed with
properties that are associated with enVironmental haz-
ards. While this strategy may be wise in the case of
inYestnrents in older buildings thal contain asbestos, il
severely restricts market opportunities when it is applied
to more common environmental prol>lems. Many iine
buildings, often relatively new have been built on Iand
thal had been contaminated in one fornr or another. To

exclude these properties is to unreasonnbly restrict expo-
su re to what otherrvise may be good nl..rrket
opportun ities.

A more realistic approach is to system.ltically determine
the additional risks posed by environnrental hazards and
then judge whether the projected yield from the invest-
ment is commensurale with the .rdditional risk. This
article reviews the types of environnrental risks the real

estate investor is likely to encounter, as well as legislative
efforts to define or control the problem and establish
liability. lt then outlines a step-by-step program [or deter-
mining when a property has an environment.rl problem
and how to assess and underwrite the risks involved.

Environmental Hazards Primarily Affecting Buildin6s

Asbestos

Certainly the most extensively reported environmental
hazard in existin6 buildings is .rsbestos. This once-ac-
claimed miracle fiber was used extensively after World
War ll in a variely of building applications including
roofs, ceiling and floor tiles and for insulating and fire-
proofing purposes. However, in the mid-1970s, the fed-
eral government banned its use following disclosure that
inhalation of asbestos fibers could lead to cancer and
other lung diseases.

According to the Environmental Protection ABency (EPA),

approximately 20 percent of all public and commercial
buildings in America contain.lsbestos in some form. Not
all these buildings pose imnrediate danger; only'10

lohn McMahan,CRE, pre\identoi ltlclrlahan Rer/ f!late Ad!iic,rs, /n...
is a San fen(isco assel manaier iot institulional rnd indi|idual inreg'
tots t\'ith oet 5500 million undet managenrcn| l\lclvlahan is a member
oi the iacul4 ai the Slaniorcl Ctaduale School oi Businels and lhe
advis<)ry bodrd oi the Cenlet for Finance and Real Estate al the lohn E.

Anderson Crarluate Sc hool of Managemenl, UCU. Ihe second edition
oihisboo,(. Property Development. tras recc'nl/y' published b1' l\'lcCrat,
Hill . lic l\l ahan \\'as astisted in the prcpa tation oi lh i\ art i. le b\ ludih itl.
Runstad,lyilliam C- i\lurd\. l-, fhomas ()akc\, Thomas Clarl and f red
8augh.
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Contaminated Properties:
Investors & Industry Beware!

'I he -\dolphrrs. I)allas. Ibras
'Iuesdar; \oremlrcr' 7, l()81)

I::]( )an)--1::l()pn]

This all-dav norkshop pror ides ;r forunr ol' elchange anr(ng e\perts in haz:rr dorrs nratcrials and corrtanr-
inatior. the larts regulating hazardous substances, tlre pr-oblenrs of liabilitr and t he el lbt t ol corrranrirr.rriorr
on propert\ r'alue. Indtrstrr leaders plesent an oven ierl ol the inrportnrrt issrres poserl bt t orr titrrr inarctl
propertr; and questi(D and ansu.er sessions enable participants to fbcus on ker issucs ol lisk arr<l liabilirr.

Who Should Attend:
o Derekrpers/builders
r -\ppraisers
a Real estate consultants
r Financial managers
a I ndustrial propertv or{ners

ReBistration Fee:
. CREs: $150 ($175 after October l0)
o Nonmembers: Sl75 ($200 afier October l0)
Registration fee includes workshop materials and lunch

What You Will karn:
a \\'lrat state antl lklelal larls <lenranrl
o Horr'the nrirllct is rcspontling
I Hou' to arrrid liabilitv
o \\'har is a clean prrrpeltr
a \l here lo go lrrr adlice

For nurre inftrrmation, contact Janet Drorer ;rt the .\merican Societr ol Real Esrare (irurrsckrrs
+:10 \orth \Iichigan -\rnue, (lhicaqo, Illinois 60{iIl. :}12.329.8+2t.

Registrariorr lbrnr
C,ontaminated Properlies:

Investors and Industry Bewarcl
The .\rlolphu', Dalla', T}ra.

\or;nlhc' ; l!,8!,
Otrc pe$on p?r ,'?gtsb ation - Pli,l,:? lr|i||. Phok,.opu'\ tut?ft

\anrc \ icknarne lirr barlgc

I ir le I ilrn

{tldrerr
(.ir\ Statc t;t,
Phonc t,\\
FEES: \lirr-kshop fce includes non-relirndable 550 processing charge

\O refunds are issued after October 2-1.

t'.\\'\l!.\ I r E check enclosecl for S (pa\able to -{SRl-(,)

n:,,,1119;,11, crcditcardS- n l\laster(larrl fl Visa

Expiration Date (:ar'(l \unrl)rr
( iarrlholder'.s Signature

[\'int nanre as it appears orr card

RETUR\- TO: American Society'of Real llstare Counselors
{30 North Nlichigan Aenue
Chicago, tllinois 6061l-4089
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Environmental Hazards and Real Estate
lohn McMahan, CRE
Real estate inYestors nray iace .1 variely oi environmental hazards, from asbestos in
insulation and fireprooiinS nraterials to under6iround toxic wasles. Assessing the impact
of enYironmental hazards on a real estate development is often complex and
complicated by increasingly stricl governn'rental cleanup standards. This.rrticle describes
how the assessn]ent mav be done cost efiectively and explains horv the results of the
assessment nray be used in nr.rking transaction decisions.

Relhinking Large City Public Housing Proiecls:
Thp lnfluence of Politics of the '80s
Paul l. Burka, Michael W. lones, Charles P. Kofron and Robert E. Mendelson
The conditions of providing and maintaining public housinB h.rve chang,ed to the point
that older and more conventional techniques no lonSer apply. The focus of this study is.1

Conrprehensive lnlprovement and Assistance Program (CIAP) application planning
process and the effort of a large public housing authoritv in St. Louis, Missouri, to
renovate and maintain a dwindling supply of units.

Reprint lnformation
You can order single and multiple copies oi articles that
have appeared in any edition of Rea/ fslale /ssues. For
iurther information and fee structure, contact Rea/ fstrte
/ssues, 430 N. Michigan, Chicago, lL 60611 or call (112)

329-8431.
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How to Perform
An Economic

Feasibility Study
of a Proposed

Hotel,4vlotel
Stephen Rushmore. CRE

Reprint of a Sell Out

Learn the procedures and information needed to evaluate the
feasibility of a proposed lodging facility.

The most important components of such a study are a forecast
of the economic values and the estimated cost of the project. A
case study of a proposed hotel or motel in upstate New York
illustrates the steps taken to determine these values and costs.

llrl
D€sc.b€s nrne steps lo complete a

. comp€l|tle analls's

. (ac,loes and coo(ept
recommendations

. lorecast of ,ncome .nd ery€ns€

. econom'c value esrimrne

. estimate of total projecl cosl

. .etu.n on rnveslrnenl anat,tsis

104 pages. maps. graphs. pholos
andover lm chads and tables

\\tl Rlr \\:irx rl I \ r,r

ORDER NOW! How to Perform an Economic Feasibility

CREs S2l.5O Study of a ProPosed HoteyMotel

Nonmembers s24.00

Chcck for 5- encto*d. Pay.ble to ASREC Palrnent must ecomPany this fom' I r&'47 3eoi

-V|5. -l'taster 
Card Number- E(Ptation Date-

-t 
am interested in obtamng inlomaton abolt olher publicauons from ASREC

-l.m 
a m€mb€r ol 

-AIREA -lREi\ -RNAI-UU -OlherName- A/dres-

Fim- 

-- 

CitY/State/ZiP-
Td._....... 

- -- 

Phone-

RE \r !:s r \r r.
(l)l \sl toRs

430 N Mrchrgan

Chicaqo.lL
6061 t-4089
312.3298/21
FAx:312129.8841
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The Counselor of Real Estate
Expands to Other Countries
Since its founding in 1953, the American Society oI
Real Estate Counselors has promoted the profession of
real estate counseling. The membership has included
real estate experts seeking to enhance the quality of
advice available to individuals, businesses, government
agencies and financial institutions. The membership,
then and now has encompassed the leaders in the
North American real estate community. As the industry
evolved so has the size, experience and knowledge of
our membership. ln particular, the institutionalization of
the real estate investment and capital markets has
resulted in a prolific change in the membership's
profile. Still, the growth of the Society was concentrated
in the United States and Canada.

More recently, the Society has entered in a new era for
the real estate counseling profession. At the Society's
1988 Convention, sig,nificant strides were made torvard
an internationalization of the membership. ln addition
to Counselors from North America, we now have
invited to membership outstanding real estate
counselors from Creat Britain, Australia and Japan. The
Society always has been a leader in its vision of the real
estate market. The globalization of its membership is

sure to secure that leadership position. Not only will it
keep our organization abreast oi the real estate industry
as it evolves to global proportions, but it also will
provide a broader base of experience and knowledge to
those who rely on the services of the Counselor of Real
Estate (CRE).

We welcome our new international members and thank
our existing membership for their foresight. But most
important, we wish to encourage the furtherance of our
international membership tor the benefit of all.

Exe<utive Vice Presidenr
LOIS HOFSTETTER

Monoging Ediror
LINDA I(AGAD

The publicalion is provrded as n medium of expression of individual
opinion concerning empirical and theorelical approa(hes lo
problem\ and topi(s in the broad iield ol realeslale. The a.ticles
prinied herein do not n€aessrrily represenl lhe endorsemenl of lhe
American Sfiiely of Real Eslale Counselors or the maioritv ol its
members. The editors exer(ase onl!'a Seneral superuision oi the
malerial and assume no responsibility ior opinions expressed by
contribulors whether or not the arlicles are siBned.

Publi5hed semiannualy by lhe American Society of Real [strte
Counselors of lhe NATIONAL ASSOCIATION OF REATTORS', .lJ0
North Michi8an Avenue, ChicaSo, lllinois 60611. Copyright 1989 by
the American Society oi Real Istale Counselors of lhe NATIONAt
ASSOCIATION OF REAIIORSa. All ri8hls reserved. Third class
posta8e paid ar Chicago. Subscriplion rates: $24 per year ($40 ior
two years, $54 for three yearsJ, Sl8 per year to sludents and iacully;
$26 foreign rale, submil in U.5. currency; sing,le copy Jl5.
Remittances may be made by personal checks, drafts or post oifice or
express money orders payable lo the American Society of Real [slate
Counselors. Remiltances, chan8e of address notice5, undeliverable
copies, orders for subscriplions and editorial malerial should b€ sent
to Real Estale lssues, lhe American Sociely of Real [slale Counselors,
430 Norlh Michi8an Avenue, Chicago, lllinois 60611. f12/]29-A257
FAX: ll2l129'88t,1.

The American Sociely of Real Estate Counselors, a professional
affiliale of the National Associalion oi Reallors, was iormed in 1951 to
establish pro{essional standards lor lhose who provide lhe public with
e\perr. independent rerl estate adr ir e for compen5ation.
Membership is by invitation only. The privile8e of usinS the respecled
CR[ (Counselor of Real Eslate) desiSnalion obli8ates the Counselor lo
a 5trict Code of [thics and Standards of Profession.l Praclice.

Library of ConSress card number tC 76-55075

Printed in U.S.A.
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Vce Presidents
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