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PiepMONT REALTY ADVISORS
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BUITE 7085
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202-822-3000Q

June 22, 1987

Mr. Ronald A. Hughes
Assistant Vice President
USF&G

100 Light Street

Baltimore, Maryland 21202

Re: Trammell Crow Apartment Project
Beaverton, Oregon

Dear Mr. Hughes:

This letter and the enclosed exhibits will serve as the investment report
for the 204-unit apartment project being developed in Beaverton, Oregon
by the Trammell Crow Residential Company. This letter and the exhibits
follow the format of Piedmont’s typical investment report, but in SUIMIMArY
form. Additionally, USF&G will receive copies of H.U.D. application and
processing materials, thereby providing full documentation of 2 second
underwriting process. The signed application letter is presented as
Exhibit 1.

THE PROPERTY

Location -- The subject property is located in Beaverton, Oregon,
approximately ten miles west of downtown Portland (see Exhibit 2).
Specifically, the site is located on Murray Boulevard, one-quarter mile
north of the intersection with Old Scholl’s Ferry Road (see Exhibit 3.
The major thoroughfares for the area are Murray Boulevard for
north/south travel, and Old Scholl’s Ferry Road for east/west travel.
Two miles east of the subject Old Scholl’s Ferry Road intersects Highway
217 which provides freeway access throughout the Portland area.

The intersection of Old Scholl’s Ferry Road and Highway 217 also serves
as a major retail and employment hub for the area. Washington Square
Mall is located at this intersection with 121 retail tenants anchored by
Nordstrom’s, Sears and Penneys. Community retail centers and satellite
retail establishments are located along Old Scholl’s Ferry Road as well.

Employment at this location is provided by the mall, the Koll Business
Center (678,000 square feet), Nimbus Technology Center (575,000 square
feet) and Koll Creekside Center (491,000 square feet). Another major
employment center for the area is the Sunset Highway corridor, eight
miles north of the subject on Murray Boulevard. The Sunset Corridor is
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home to numerous high-tech firms such as Tektronix, Intel, National
Semiconductor, and Floating Point Systems. Exhibit 4 lists major
employers in the area.

Adjacent land wuses around the subject site are predominantly built-out
residential developments to the north and east. To the south and west of
the subject are open rolling hills.

The adjacent land uses immediately surrounding the subject will be
controiled by the planned unit development of Columbia-Willamette, a
subsidiary of Portland General Electric (see Exhibit 5). The P.U.D. is 158
acres in size located in the northwestern corner of Old Scholl’s Ferry
Road and Murray Boulevard, The subject site is in the northeast corner
of the P.U.D. This development plans for 350-single family homes, a day
care center, office space, community retail, and eleven acres of open
recreational area. This PUD. will provide convenient, high quality
amenities to the subject property.

The Site -- The site is g 10.21 acre parcel at the crest of one of the
many gently rolling hills in Beaverton. The site will be graded to
preserve the rolling topography, thereby breaking up the architectural
lines, and affording a view of Mt Hood to several of the units. Soils are
of a predominantly clay-like material with no unusual conditions. All
utilities are available at the site, and the intended improvements fully
conform with applicable zoning requirements.

The Improvements -- The improvements will consist of 204 apartment
units in thirteen buildings of two and three-story design. Construction
will be of wood frame with exteriors of cedar siding. The project will
feature a swimming pool, jacuzzi, clubhouse, ‘and exercise room. The
project will have 110 carports and 211 surface parking spaces for a total
ratio of 1.57 spaces per unit. Overall density for the project will be 20
units per acre (see Exhibit 6).

The 204 units will be comprised of 116 one-bedroom units (37% of total)
and 88 two-bedroom units (43%). (See Exhibit 7.) The net rentable area
of the project will total 154,176 square feet or an average of 755 square
feet per unit. The floor plans will incorporate the same design used in
other successful Trammell Crow developments (see Exhibits 8-13). Unit
interiors will feature European style cabinetry, dishwashers, frost-free
refrigerators, walk-in closets, and a patio or deck. Selected units will
also have washer/dryer hookups, and/or woodburning fireplaces.

The Budget -- The development budget is presented in Exhibit 14.
Overall the costs of $41,666 per unit and $55.13 per square foot are
approximately 5% higher than for competing projects in the Beaverton
area. This is due to the premium paid for the site in a master planned
community and the prevailing wage payments necessary to conform with
the Davis-Bacon Act and other H.U.D. requirements. This slight cost
premium should not be a competitive disadvantage for the project.
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Conclusion -- The subject property is located on the edge of growth in
the Beaverton area with very good access to employment, shopping, and
highways. The Trammell Crow Residential Company will use proven
development concepts from other Trammell Crow projects, and the quality
and amenities of the surrounding P.U.D. should distinguish this project

from its competition.
THE MARKET OVERVIEW

The Portiand MSA had z population of 1,292,700 in 1986 and has shown
steady growth over the past five years (see Exhibit 15). Once heavily
dependent upon the wood products industry, Portland has diversified very
well in recent years, particularly as a result of large west coast
emplovers seeking lower cost alternatives to California locations. Exhibit
16 provides background on unemployment statistics for Portland (total
employment up significantly in 1986 with unemployment at 6.6%).

The overall trend of growth for Portland has been from east to west,
with the subject site representing the edge of growth for the Beaverton
area. As a result of recent multi-family developments in this area, and
particularly along Murray Boulevard several excellent comparables exist
for both rental rates and absorption for the subject property.

Exhibit 17 provides rent comparables for directly competitive properties
on Murray Boulevard. The top of the market from a quality standpoint is
Sorrento Bluff, completed in 1984 and the first of the new projects in
the area. The project has low density (10 units/acre), good floor plans,
and spectacular views of Mt Hood. The project has been 90%+ leased
since completion, and in light of current competition could raise rents
approximately $30 per month today. Current average rents are $470 per
month and $.56 per square foot.

The Regency Apartments and Endicoit Woods are two new projects of
lesser quality than the subject (high density, lower amenities, less
attractive sites) that have leased-up very well over the past year. Both
came on the market in 1986, and both are currently 92%+ leased.
Regency recently achieved an across-the-board rent hike of $15 per

month.

The competitivé niche Trammell Crow Residential Company has chosen in
this market is to offer slightly smaller units (750 square feet average vs.
.competitors’ 850 square feet) at the lowest monthly rent ($433 vs,
competitors’ $3473). This strategy has worked well in other markets, and
also gives Crow the highest income per square foot ($.60 vs. competitors’
$.51-.38). The demonstrated demand in the area combined with the lowest
monthly rent should allow the subject property to perform very well in
this marketplace.
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There are 300 units in two competitive properties that are currently
under construction on the east side of Murray Boulevard, just south of
the subject. The developer, G.S.L. Properties, was unwilling to provide |
rent projections or unit sizes so comparisons are unavailable. However,
these projects should be completed in mid-1987, allowing an adequate 12-
month time frame for lease-up of these 300 units before the subject

property is complete.
THE BORROWER/DEVELOPER

The borrowing entity for the investment will be a limited partnership.
The general partner will be an affiliate of the Trammell Crow Company,
the limited partner will be an affiliate of USF&G.

In response to the new tax legislation, the Trammell Crow organization
has been restructured along corporate rather than partnership lines. The
developer of the project will be TCR Residential Seattle, Inc, formerly
Crow-Western Company Northwest. The President of this new entity is
Robert L. Bevan., Mr. Bevan’s experience includes being an operating
partner for Crow-Western, President of L.B. Nelson Corporation (a
diversified real estate company) and Vice President and Regional Manager
for Levitt Residential Communities.

Other directors and officers of TCR Residential Seattle, Inc. include J.
Ronald Terwilliger {President, Trammell Crow Residential Company), John
Carmichael {(Regional Vice President of Trammell Crow Residential
Company), and Harlon Crow. Major stockholders in TCR Residential
Seattle, Inc. include these officers and directors, as well as Trammell
Crow Residential Company.

Management will be provided by Brentwood Management. This is the in-
house management arm of Trammell Crow Residential which is responsible
for the day-to-day management of over 40,000 apartment units.

RISK/RETURN

This transaction is the first investment under the H.U.D. Insured
Participating Investment structure. As such, the risk/return
characteristics are significantly different than for 2 <c¢onventional
participating mortgage.

This investment has been structured and analyzed as a combination of
two separate transactions: a H.U.D. insured first mortgage and an equity
joint venture. This structure provides the ability to use documentation
that would create a true participating mortgage and to pass the mortgage
through GNMA to create mortgage backed securities. Since the
debt/equity structure is the most straight forward from both legal and
analytical standpoints, the investment is being presented in this format.
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The debt portion involves a $7,800,000 first mortgage that will be insured
by HU.D./F.H.A. under Section 221(d)(4) of the National Housing Act.
This insurance provides a full faith and credit guarantee by the US.
Government of principal and interest to the investor. However, recent
regulatory changes by H.U.D. require a nine-month waiting period between
first default and exercising the mortgage insurance. This potential loss
of nine months interest in the event of default would have an adverse
impact on yield. This risk can be fully addressed by passing the
mortgage through GNMA to create mortgage backed securities that are
fully insured with regard to all principal and interest by the full faith
and credit of the U.S. Government. This reinsurance through GNMA
would completely eliminate the risk of default for the debt portion of the

investment.

The debt will receive an interest rate of 8.75%. In addition to this base
mortgage rate, the project must pay 50 basis points per year in mortgage
insurance premiums to H.U.D,, and 28 basis points as amortization on gz
40-year schedule. This totals to a 9.53% constant to the project, with an
interest rate of 8.75% net to the investor. If GNMA reinsurance is
chosen, the 25 basis point GNMA fee would be taken from the mortgage
rate, yielding the investor a net interest rate of 8.50% with no risk of

default.

The equity portion of this investment totals a maximum of $930,000, and
is funded in three stages. $300,000 is funded at completion of the
project at the same time the $7,800,000 mortgage is funded. $200,000
remains in place for 12 months after initial funding to be drawn upon in
the event of negative cash flows. After 12 months any balance remaining
of the 3$200,000 may be earned out by the developer based on a formula
which requires the project to cover all debt service and a 9.5% cash
return on all equity for any earned contributions. An additional $150,000
in equity will be available to Crow only if certifiable costs (as defined by
H.U.D.) exceed the mortgage amount of $7,800,000. This provides Crow
with an "equity cushion" in the event of cost overruns, but it is expected
that this contribution will not be necessary.

In the event that the entire $950,000 in equity is contributed, the total
investment in the project will be $8,750,000, of which $7,800,000 (89%)
will be government insured. In the more likely event of $700,000 in
equity being contributed, the total investment will be $8,500,000 of which

$7,800,000 (92%) will be insured.

The equity investment will receive a 9.5% cumulative preferred return,
50% of net cash flow, and 50% of residual value at sale or refinancing.
Due to the very high leverage given in this structure, the returns to
equity are projected at 24.41% assuming 5% inflation and 35% expenses
(see Exhibit 18). Under this scenario the return to total capital (debt
and equity) is projected at 11.33%. This projected return of 24.41% to
equity and 11.33% to total capital is the "most likely" case.
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The major benefit of this program’s structure is the ability of the
investment to perform even under adverse economic conditions. As a
demonstration of the resiliency that this structure provides, Exhibit 19 is
a yield projection under extremely pessimistic assumptions. Given
inflation of 2% per year, expenses of 39%, vacancy of 10%, and an equity
amount of $1,200,000 (for USF&G to cover all negative cash flows) the
equity yield remains positive at 3.35% while the return to total capital is

7.91%.

The worst possible case would arise if the property defaulted, thereby
wiping out the equity contribution. In this event, given an 8.753% interest
rate, a 1% origination fee, and an 8% equity contribution, the "break-even
holding period" on total capital would be 10 months, That is, the
interest earned over a ten-month period would equal the equity
contribution thereby preserving the total capital amount.

Conclusion -- While this investment carries the market and operating
risks associated with any apartment investment, the combination of a
major national developer and management company, a strong rental
market, and an extremely resilient investment structure provide USF&G
with an attractive rate of return and unusually low risk. We therefore
recommend that USF&G issue a commitment to fund a first mortgage of
57,800,000 and enter into a joint venture agreement with a maximum
contribution of $950,000 subject to receipt of a firm commitment to
insure from H.U.D. under the terms and conditions outlined in Exhibit 1.
If you have any questions, please call me.

Sins,quly

y

’

William' C. Hunter

WCH:clg
Enclosures




EXHIBITS



P bk Bt s st bt ek
N

L
et

fa—y
SVPNOL AL~

LIST OF EXHIBITS

Application Letter

Regional Location Map

Local Map

Major Employers

Columbia-Willamette P.U.D,

Site Plan

Unit Breakdown

Floor Plan - Unit Al

Floor Plan - Unit A2

Floor Plan - Unit A4

Floor Plan - Unit Bl

Floor Plan - Unit B3

Floor Plan - Unit C2

Development Budget

Population Trends

Unemployment Trends

Rent Comparables

Financial Analysis - Most Likely Scenario
Financial Analysis - Worst Case Scenario



Exhibit 1
APPLICATION LETTEK

PiEDMONT REALTY ADVISORS
IS0 CONNECTICUT AVENUE, N. W
SwTE 705
WasHiNGTON, O C 20038

202-822-9000

February 13, 1987

Mr. Ronald A. Yoda
Crow-Western Company

325 East Hillcrest Drive, Suite 212
Thousand Oaks, California 91360

Re; H.UD. Insured First Mortgagse
Beaverton Apartments
Beaverton, QOregon

Dear Ron:

Piedmont Realty Advisors is prepared to recommend to its client’s Real
Estate Investment Committee that it issue a commitment for a
participating first mortgage on the above captioned property subject to

the following terms and conditions:

Property: A 204-Unit Apartment Project containing 13 Buildings of
wood frame construction. The project will include a
swimming pool, jacuzzi, clubhouse, exercise room, 110

carporis, and a total of 321 parking spaces.

Location: Murray Road and Old Scholl’s Ferry Road, Beaverton,
Oregon.

Land Area: 10.21 Acres

Borrower: A limited partnership to be formed by Crow-Western

Company, N.W. or affiliate in conformance with the terms
outlined in Exhibit A.

Lender: USF&G Realty Company
Loan Amount: S?,SO0,000.

Interest Rate: 8.75%.

Loan Constant: 9.53% which includes mortgage insurance premiums and
amortization.

Term: 40 Years

Amortization: Forty-year schedule, as required by H.U.D,
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Call Option:

Prepayment:

Additiona'i Interest

A, Operations:

B. Sale or
Refinancing:

Mortgage Fees:

Subject to conforming with H.U.D., regulations at
time of funding, Leader has right to call loan due
anytime after the [0th loan year. Lender will give’
Borrower six months written notice of intent to call

the loan.

Subject to conforming with H.U.D. regulations at
time of funding, there will be no prepayment through
year 10, and a prepayment fee of [% of the
outstanding loan balance in year Il and thereafter.
There will be no prepayment fee if Lender exercises

its call option.

In conjunction with the equity joint venture
described in Exhibit A, Lender will receive 50% of
the project’s cash flow available for distribution.
Cash flow available for distribution is defined in
Exhibit B. Lender reserves the right to allocate
participations between the mortgage and joint
venture in any way, but in any event the total
participations will equal 50%.

in conjunction with the equity joint venture
described in Exhibit A, Lender will receive 30% of
sales proceeds available for distribution as defined in
Exhibit C or 50% of refinancing proceeds as defined
in Exhibit D, Lender reserves the right to allocate
participations between the mortgage and the joint
venture in any way, but in any event the total
participations will equal 50%.

Fees will total $273,000, including HU.D. Commitment
and Inspection Fees, H.U.D. Mortgage Fees, and
USF&G Commitment Fees. All fees will be paid
directly . to USF&G’s custodial account, with
appropriate distributions made therefrom. Fees will
be payable as follows:

$73,400 USF&G Application Fee. These funds will be
applied to the H.U.D. Commitment Fee of 30 basis
points {$23,400) which may be paid as 15 basis points
for a Conditional Commitment then an additional 13

basis points for a Firm Commitment. These H.U.D.
fees are payable upon submission of an application to
H.U.D. and are non-refundable. The balance of the
Application Fee ($50,000) will be earned upon receipt
of a Firm Commitment to Insure from HU.D. or will
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Initial Funding:

Letter of Credit:

Contingencies:

A. H.U.D.Insurance:

B. Plans and
Specifications:

C. Committee
Approval:

be refunded in the event that H.U.D. does not issue
a Firm Commitment,

$199,600 USF&G Commitment Fee. Upon receipt of a
Firm Commitment to Insure from H.U.D., USF&G will
issue - the loan <Commitment documents, The
Commitment Fee will be $199,600 in cash which is
earned upon Borrower's acceptance of the loan

Commitment.

Full loan amount will be funded upon receipt of
certificate of occupancy and final endorsement of the

mortgage insurance by H.U.D.

Upon funding of the loan, the Borrower will commit
to fund $200,000 in a Letter of Credit or other form
acceptable to HU.D. to cover operating deficits
during the first 12 months of the loan. (See joint
venture letter, "Subsequent Contributions".)

The principal amount of this loan and payments of
principal and interest must be fully insured by the
United States Department of Housing and Urban
Development pursuant to Section 221{d)(4) of the
National Housing Act, as amended.

Lender ressrves the right to approve the plans and
specifications for all proposed improvemsants and to
approve any changes, modifications, or corrections to
the plans during construction.

This application must be approved by the Lender's
Investmcnt Committee by February 28, 1987.

D. Tri-Part
ri-Party %MW Thc Lender,

Agreement:

E. Secondary
Financing:

F. Budget Approval:

Borrower, and Interim Lcndcrn%nteri—&g- in to an

acceptable tri-party agreement within 90 days after
acceptance of the commitment.

Lender will not permit secondary financing on the
propecty.

Lender reserves the right to review and approve
annual operating and capital budgets.

B




Mr. Ronald A. Yoda
February 13, 1987
Page Four

G. Market Value
Appraisal: Lender will receive a market value estimate of the

property from Rees and Associates which is not less
than $9,750,000.

H. Partnership

Documents: The commitment will be contingent upon the Lender’s
approval of the borrowing entity’s partnership
agreement.

If the terms outlined in this letter are acceptable to you please sign

below. February 18, 1987. An applic of §73 WI“ axd
upo'?:’m’fgproval by Lender’s commxtteengJﬁ?%ggg?'Wca ;.on ALY lde be

wired to a custodial account. Please call me for wiring instructions,
This application fee will be applied towards H.U.D. commitment fees, and
any funds paid to H.U.D. are non-refundable, If H.U.D. does not issue a
Firm Commitment to Insure any funds remaining of the 373,400 will be
refunded to the Borrower. The Application Fee will be earned in full
upon receipt of a Firm Commitment to Insure from H.U.D.

William C. Hunter

Accepted:
Z 5/ /557
Name Date

Zj/V/J' e Y. /7(:/ VZ&V
Title

sl



Exhibit A
EQUITY JOINT VENTURE

Piedmont Realty Advisors is prepared to recommend to its client’s
Investment Committee that it issue a commitment to enter into a joint
venture agreement with Crow-Western Company N.W. subject to the

following terms and conditions:

Property: A 204-Unit Apartment Project containing 13 Buildings of
wood frame construction, The project will include a
swimming pool, jacuzzi, clubhouse, exercise room, 110
carports, and a total of 32! parking spaces.

Location: Murray Road and OIld Scholl’s Ferry Road, Beaverton,.
Oregon.
Land Area: 10.21 Acres

Total Project .
Cost: ' $8,650,000.

Maximum Equity
Investment: . 3$3850,000.

Parties: A limited partnership to be formed by Crow-Western
Company-NW or affiliate (Crow), and an affiliate of
United States Fidelity and Guaranty Company (USF&G).

Ownership

Structure: A Limited partnership in which. USF&G is a limited
partner and Crow is a general partner.

Basic

Responsibilities: USF&G

1. Provide Equity Capital
Crow

1. Pay all Application, Commitment, and Joint Venture

Fees;
Delivery of completed project with acceptable title;

Leasing;

w
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Initial

Contributions:

Subsequent

Contributions:

4, Property Management. Property may be contracted
to Brentwood, During lease-up, management fees will
be 5% of 90% of pro forma rents until the earlier of
90% occupancy or nine months after first certificate
of occupancy. Thereafter, management fees will be
5% of collected gross income.

USF&G

Upon completion of the project, receipt of final
certificate of occupancy, and upon funding of a H.U.D.
insured first mortgage of $7,800,000, USF&G will make an
initiai equity contribution of $500,000.

Crow shall be allowed a capital withdrawal in the amount
of the initial equity contribution and any subsequent
equity contributions pursuant to the earnout provision

described below. PRrovided—at—the—regquest of USELG-the.
~partosrshin will-malke-aa-slecton-uader-Seaction254-of-the
Iaternal Revenue-Code for-tie—yrar—imwhich—the—capital

.
Serthdrawal occurs

1. USF&G will commit to fund an additional $200,000 in
a Letter of Credit or other form acceptable to
H.UD. to cover operating deficits for the first 12
months of the partnership, Any unfunded balance of
the 5200,000 remaining after 12 months may be
earned out based on the formula that is attached as
Exhibit E, using 2 9.5% capitalization rate. Earnout
distributions may be made quarterly, and the earnout
period will terminate 24 months after initial funding.

2, USF&G will commit to fund up to an additioaa!l
$150,000 exclusively for construction cost overruns.
This contribution will be made only at initial
funding, and only to the extent that Certifiable
Costs as defined by H.UD. exceed the mortgage
amount of $7,800,000. USF&G reserves the right to
re-process the mortgage insurance through H.U.D. to
include the additional costs in a higher mortgage
amount, not to exceed §7,950,000.45 lon asé ‘f

G@s s eXlee

s

dOGSn'fT 5/3/42’ Qfﬂsfr'uotfon :{Qnd 01'7 /Zﬂ/’/#
ny

dd 1
,5/0,0@0,4
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Cash Deficits:

Failure to
Contribute
Additional
Equity:

Distribution of
Cash Flows:

Allocation of

Profits and Losses: Income for tax purposes will be allocated

Cash deficits occurring after the first of 1) 12 months
after formation of the partnership, or, 2) exhaustion of
the $200,000 letter of credit will be funded 50-30 by Crow
and USF&G as Additional Equity contributions, or, with
the consent of both parties, a third party lender.

If either party fails to contribute its 50% share of
Additional Equity, the other party may contribute the
required Additional Equity, and the contributing party will
receive an additional 1% of ownership in the partnership
for each 352,500 contributed on behalf of the non-
contributing party. If either party coatributes $62,300 on
behalf of the non-contributing party, the buy-sell
provisions will be activated. These provisions will be the
sole remedy for failure to contribute additional equity.

USF&G

1. 9.5% cumulative preferred return compounded

annually on Initial and Subsequent Equity
Contributions, edrned from the time of funding.

2. In conjunction with the HJU.D. insured first
mortgage, USF&G will receive 30% of cash flow
available for distribution. Cash flow available for
distribution is defined in Exhibit B, USF&G reserves
the right to allocate participations between the
mortgage and the joint venture in any way, but in
any event the total participations will equal 50%,

" Croyw

30% of cash flow available for distribution.

in.
accordance with cash distributions (including
cumulative preferred return) up to the amount of the
cash distributions, with the remainder allocated 50%
to USF&G and 50% to Crow. Losses will be shared

50-50.
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Distribuﬁon of
Sale Proceeds:

Lock in Period:

Refinancing:

Buy/Sell
Provisions:

Joiurt Yenture Fee:

Contingencies:

A. HU.D. Mo;-tgage:

USF&G

In conjunction with the H.U.D. insured first
mortgage, USF&G will receive 50% of sales proceeds
available for distribution as defined in Exhibit C or
30% of refinancing proceeds as defined in Exhibit D,
USF&G reserves the right to allocate participations
between the mortgage and the joint venture in any
way, but in any event the total participations will

equal 50%.
Crow

50% of Sales or Refinancing Proceeds available for
distribution.

Unless agreed upon by both parties, there will be no
sale of the property for five vears.

Unless agreed upon by both parties, there will be no
refinancing or prepayment of the H.U.D. insured
mortgage for tenm years. In the event that the
property is refinanced or the loan is prepaid in full,
any participations associated with the mortgage will
transfer to this joint wventure to the benefit of
USF&G. If the property is refinanced or the loan is
prepaid after the tenth year, Crow will pay Lender a
1% prepayment penalty in vyear ! and thereafter.
Refinancing proceeds will be distributed as defined in

Exhibit D.

Acceptable buy/sell provisions, will be included in the
Partnership Agreement.

324,500 payable upon acceptance of Joint Venture
Commitment. ‘

The joint venture agreement will be contingent upon
H.U.D. issuing a final endorsement to insure the first
mortgage in the amount of 37,800,000 pursuant to
Section 221(d)4) of the Mational Housing Act. This
joint venture will also be contingent upon funding of

said mortgage.



Equity Joiat Venture
Beaverton Apartments
Page Five

. Plans and
Specifications:

. Committee

Approval:

. Secondary
Financing:

. Budget Approval:

. Market Value
Appraisal:

. Partnership
Documents;

USF&G reserves the right to approve the plans and
specifications for all proposed improvements and to
approve any changes, modifications, or corrections to
the plans during construction.

This application must be approved by USF&G's
Investment Committee by February 28, 1987,

USF&G will not permit secondary financing on the
property.

USF&G reserves the right to review and approve
annual operating and capital budgets.

The joint venture agreement will be contingent upon
USF&G receiving a market value appraisal from Rees
and Associates for not less than $9,750,000.

This joint venture agreement will be contingent upon
USF&G's approval of the partnership documents,



Exhibit B

DEFINITION OF CASH FLOW AYAILABLE FOR DISTRIBUTION

Ling

A

B Less:

C Equals:
D Less:

E

F Equals:
G Less:
H Equals:

Item

Actual Gross Collected Income

Approved Operating Expenses

Net Operating Income

| all a'l%ew Paﬂtn@rdt.‘ﬂ a/eﬁ,'/’{}

Anv Expenditures or Reserves Reguired bv H.U.D, /LV
: (o

First Mortgage Debt Service 4w¢

Surplus Cash as Defined by HU.D. Regulatory Agreement
Cﬁmu‘lative Preferred Return

Cash Flow Available for Distribution



Exhibit C

DEFINITION OF SALE PROCEEDS AVAILABLE FOR DISTRIBUTION

Line
Al Gross Sales Price
Less:
B. Actual Sales Expenses to Unrelated Third Parties not to
exceed 2% of Gross Sales Price.
C. Qutstanding First Mortgage Balance,
D, Any HU.D. Required Reserves.
E. Other Third Party Debt.
F. USF&G’s Initial and Subsequent Equity Contributions.
G. USF&G's Unpaid Cumulative Preferred Return.
H. ' Pro-Rata Repayment of Both Parties’ Additional Equity
Contributions.
Equals:

1. Sales Proceeds Available for Distribution.



Exhibit D

DISTRIBUTION OF REFINANCING PROCEEDS

Line

A. Net New Loan Proceeds

Less:
B. OQutstanding First Mortgage Balance
C. Other Third Party Debt .

D. USF&G’s Unpaid Cumulative Preferred Return

E. Pro-Rata Repavment of Both Parties’ Additional Equitv Contributions

Equals:

F. Refinancing Proceeds Available for Distribution
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Equals:

Less:

Equals:
Less:

Less:

Equals:

Divided
By:

Equals:

Exhibit E
EARNOUT CALCULATION

Item | - Example

Actual Collected Quarterly Gross Income $ 300,000
Annualized X 4
Annuzalized Collected Gross Income $ 1,200,000
The Greater of Annualized Actuzl Operating
Expenses or $1.950 per Unit - 397.800
Annualized Net Operating Income $ 802,200
Annual Debt Service on First Mortgage - 743,340
.095 Times All Initial and Subsequent
Equity Contributions bv USF&G - 47.500
Earnout NOI $ 11,360

093 093
Amount Earned for C.urrent Distribution ~ $ 119,579




Residential

11400 S.E. 8th Street

Suite 235

Bellevue, Washington 9300+

February 18, 1987
206/453-9030

Mr. William Hunter
Piedmont Realty Advisors
1150 Counecticut Avenue N.W. ~ #7053

Washington, D.C. 20036

Dear Bi11ll:

I have enclosed an executed agreement regarding the financing of the
Beaverton apartment project in Beaverton, Oregon

I have initialed some changes to the letter in accordance with your
conversation with Ron Yoda.

Through this letter, I.also want to clarify four items in the
Agreement: .

1. As Ron discussed with you, we need to know soon who is the
lender and who is the equity joint venture partner. This
knowledge is very important for income tax purposes.

2. In the paragraph on prepayment, it is understood that ino the
case of using insurance proceeds or a condemnation, the
prepayment penalty is waived.

3. All financing fees, joint venture fees and any prepayment
penalty are expenses of the partunership.

4. Crow will use its best efforts to proceed with preparation of
the HUD Conditional Commitment applicatiom as quickly as
possible. We will cooperate with the HUD approved mortgagee.
The application fee will be wired to the custodial account
just prior to our submission to HUD of the application for

Conditional Commitment.

Bill, we at Trammell Crow look forward to working with you and
Piedmont on this project.

Sincerely yours,

4@/%/

Robert L. BeVan
Division Partner

KAB/cfg

Enclosure



PIEDMONT REALTY ADVISORS
NSO ConnECTIEuY AvENuE, N W
SUITE 708
WaASHINGTON, [ &, 20036

20-BI2-VQVD

April 15, 1587

Mr. Ronald A. Yoda

Partner

Trammell Crow Company

325 East Hillerest Drive, Suite 212
Thousand Oaks, California 91360

Re: H.U.D. Tnsured First Mortgage
Beaverton Apartments
Beaverton, Qregon

Dear Ron:

VWith regard to that certain Application Letter dated February 13, 1987
from Piedmont Realty Advisors to you concerning the above referenced
project, Piedmont Realty Advisors is prepared to amend that letter as

follows:

Change #1

Loan Amount; $7,650,000. This amount will be subject to change
upon final HU.D. processing and Cost Certification.
If H.U.D. does not issue a Firm Commitment for at
least 37,650,000, Crow may withdraw from the terms
of this application, In the event certifiablc costs
exceed $7,800,000 the loan amount may be increased
up to 357,800,000 in accord with the interest rate
provisions deseribed below.

Change #2

Interest Rate; 8.50%, In the c¢vent Certifiable

$7,800,000 this interest rate may be reduced by up to
20 basis points in order to increase the loan amount
and cover the excess Certifiable Costs.
this rate is reduced USF&G will recelve additional
participations in cash flow and sale proceeds (as

described in  Exhibit A) at

in the event

participations for cach 10 basis point reduction in

the interest rate.




Mr. Renald A, Yodz

April 135, 1987
Page Two

Change #3

Loan Constant:

Change #4

Mortgage Fees:

In the event H.U.D, underwriting will allow a higher
interest rate for a mortgage of $7,650,000, the
interest rate may increase by up to 25 basis points.
An increase in the interest rate will cause a
reduction of the cumulative preferred return of 10
basis points for each 1 basis point increase in the
interest rate,

9.30%, or as adjusted.

In paragraph 1 of this section, the amount $2?3,000
is changed to $267,750.

In paragraph 2, USF&G's Application Fee will be
$72,950, and the H.U.D. Commitment Fee will be
$22,950.

In paragraph 3, USF&G's Commitment Fee will be
$194,300.

The following changes concern Exhibit A of that certain letrer dated

February 13, 1987,

Change #3

Initial
Contributions:

thngg #§

Subsequent
Contributions:

Change #7

Distribution of
Cash Flows:

The mortgage amount is changed to read “at least
$7,650,000" and the initial equity dontribution is
changed to $650,000.

Item 2 of this section is deleted,

USF&G's  cumulative - preferred  returs  will be
12.0% or as adjusted by increnses in the interest rate
as described above. Participations in cash flow may
also be adjusted by changes in the interest rate as
described above.




Mr. Ronald A. Yoda
April 15, 1987
- Page Threce

Change #8

Distribution of
Sale Proceeds; USF&G's participation in sale or refinancing proceeds
may be adjusted by changes in the int¢rest rate as

described above.

Ql;ange #9

Joint Venture Fee: The fee will be $29,750.

Change #10

Contingency A; The mortgage amount is changed to read “at least
' $7,650,000",

Change #11]

Exhibit E
Earnout Calculation: Line F will be changed to reflect actual annual debt
’ service when knoewn., Line G is changed to rcad “the
Cumulative Preferred Rate times all Initial and
Subsequent Equity Contributions by USF&G".

If these changes are acceptable to you, plcase have the appropriatc party
sign and date below and rcturn a copy to me. 1 look forward fo getting
this project underway. .

" William C. Hunter

Agreed and Acgepted;

/ é/%_/ 5///’0;4“ 7 .

Name Date

Fadn,

Title
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Exhibit 3

LOCAL MAP
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Exhibit 4
LEADING EMPLOYERS IN TUALATIN VALLEY

Key Firm Name Location Number of Employees
1A Tektronics Beaverton 8,697
1A Tektronics Forest Grave 534
1B Tektronics - Sunset Corridor 1,208
1c Tektrenics ' Wilsonwville 2,020
ZA Intel Aloha 1,700
28 Intel Hillsboro - 2,700
3 Floating Point Systems Beaverton 1,161
4 Electro Scientific Industries Beaverton 841
5 Nike, Inc, Beaverton 652
& Pay Less Wilsonville 640
7 Leupold and Stevens Beaverton 508
8 Stanton Industries Tualatin 475
9 Mentor Graphics Beaverton 400
10 Frito Lay/Grandm's Beaverton 380
1" Farmers Insurance Tualatin 375
12 Western Craft Paper Beaverton 310
13 Viewmaster Beaverton 300
14 Sidereal Portland 250
15 Spacelabs Hillshoro 245
16 Lamb-Weston : Tigard 235
17 Oregon Graduate Center Beaverton 210
18 Metheus Corporation Beaverton 210
19 Gerber Legendary Blades Tigard 200

20 Sentrol Tigard ’ 200




Exhibit 4A
MAP OF MAJOR EMPLOYERS
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Exhibit 5
MASTER PLAN
COLUMBIA-WILLAMETTE P.U.D.
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Type Quantity % Description
A-1 20 i0 1BR/1B
A-2 40 20 1BR/1B
A4 56 27 - 1BR/1B
B-3 40 20 2BR/18
B-1 40 20 2BR/28
c-2 8 3 2BR/28B

204 100%
Total Number of Units 204
Average Unit Size Gross 828
Building Area - 168,828
Breezeways 9,178
Recreation Bldg./Laundr 3,500
Total Building Area 181,505

Site Data
Land Area 10.21 Acres
Density 20

Note: All dimensions are approximate

Exhibit 7
UNIT BREAKDOWN

TYPICAL UNIT DATA AND CURRENT RENTS

Net Area Patio/Deck Total Area Gross Area Current

S.F. S.F. S.F,
542 45 587
625 55 680
735 75 810
779 76 855
47 87 1,034

1,017 104 1,121

Unit Type

168,828

Income

3375
$395
$44U‘
$460
$340

$560

Monthly
Income

7,500
$15,800
$24,640
$18,400

$21,600

$92,420



Exhibit 8
FLOOR PLAN - UNIT Al
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; Exhibit 9
FLOOR PLAN - UNIT A2
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Exhibit 10

PLAN - UNIT A4
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Exhibit 11

FLOOR
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Exhibit 12
FLOOR PLAN - UNIT B3
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Exhibit 13
FLOOR PLAN - UNIT C2
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Exhibit 14

DEVELOPMENT BUDGET

Land Acquisition
Construction Costs

General Contractor’s Fee
Interest

l.oan Fees

Pre-Leasing Costs

Legal, Closing and Taxes
Offsite Overhead .
Reserves and Contingencies

- Cost Per Unit

Cost Per Square Foot

$1,045,000
5,410,000
" 250,000
795,000
300,000

. 150,000
© 150,000
300,000
100,000

$8,500,000

$41,666

$55.13
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EMPLOYMENT AND UNEMPLOYMENT IN METROPOLITAN PORTLAND

Exhibit 16

Civitian
{abor Total Unemployment Rate
Year Force Employment Unemployed portland Oregon
1980 624,900 586,000 39,900 6.3% 8.3%
1981 659,500 607,100 52,400 7.9% 9.9%
1982 659,100 592,600 66,500 10.1% 11.5%
1983 666,200 598,800 67,400 10.1% 10.8%
1984 656,100 602,300 53,800 8.2% 9.4%
1983* 615,500 555,400 40,100 9.8% J10.8%
1984 614,800 566,400 48,400 7.9% 9.4%
1985 April 608,700 558,900 49,800 8.2% 10.2%
May 605,400 557,700 47,700 7.9% .74
June 612,900 564,200 48,700 7.9% 2.8%
Dec. 628,300 588,700 39,600 6.3% 7.8%
1986 Jan. 606,100 563,300 42,800 7.4 9.3%
Feb, 603,500 557,700 55,800 7.6% Q.74
Mar., 602,500 555,000 ** 47,500 ** 7.9% ** 2.8%
May 598,700 553,300 46,500 7.8% 9.2%
dune 610,800 ** 562,500 48,300 7.9% B.9%
Aug. 611,900 566,300 45,600 7.5% 8.3%
Nov. 631,208 595,400 41,800 6.6% T84

dek

* Current employment figures are not comparable with earlier series.
New series includes Yamhill County and deletes Clark County.

#* preliminary estimates
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Exhibit 17A
MAP OF RENT COMPARABLES
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