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Realty Advisors, Inc.

FQUITABLE BANK CENTER TOWER 1
100 SOUTH CHARLES STREET

SUITE 1100

BALTIMORE, MARYLAND 21201

PHONE: 3031-752-3300
FAX: 301-752-3366

Investment Memorandum

TO: Realty Investment Approval Committee/
Real Estate Investment Committee

FROM: Edward B. Moseiey

DATE: February 20, 1990

SUBJECT: Duke Industrial Portfolio

Enclosed for your review is an Investment Report on an existing industrial portfolio totaling
1,189,214 square feet in 15 buildings and four business parks as follows: Haywood Oaks
Technecenter (Haywood Oaks) in Nashville, Tennessee, consisting of 210,300 square feet;
Hillsdale Technecenter (Hillsdale) and Park 100 Business Park (Park 100), both in Indianapolis,
Indiana, and consisting of 205,374 square feet and 166,740 square feet respectively; and World
Park Business Center (World Park) in Cincinnati, Ohio, consisting of 606,800 square feet.
Collectively, the parks shall be referred to as the "Property” or the "Porifolio”. Duke
Associates, a large regional developer headquartered in Indianapolis, developed the Property
over the past 2 years at a total cost of over $49,000,000 or $41 per square foot. The Property
is comprised of nine warehouse/distribution facilities totaling 846,240 square feet (71% of the
total); five of fice/showroom buildings consisting of 307,274 square feet (26% of the total); and
one single-story office building containing 35,700 square feet (3% of the total). The Property
is currently 87% leased, leaving approximately 152,000 square feet available for lease. The
proposed loan amount is $52,850,000 or $44 per square foot, with an initial funding of
$48.650,000 which is anticipated to occur on or before March 30, 1990. There will be two
holdbacks; a $2,200,000 holdback for first generation tenant improvements and leasing
commissions, and a $2,000,000 interest reserve holdback (see Exhibit I-1 for a copy of the
executed Application Letter).

A. Haywood Qaks -- Nashville, Tennessee
1I. The Property
A. Location

Nashville is located in the north central portion of the state at the center of the Nashvilie-
Davidson County Metropolitan Statistical Area (MSA). Nashville serves the southeastern
United States as a major transportation center, with six legs of three major interstate highways
connecting Nashville to the nation’s markets. Haywood Oaks is southeast of downtown
Nashville and directly south of the airport with one-half mile of frontage along the west side
of Interstate 24, between the Harding Place and Haywood Lane interchanges (see Exhibit I1I-
1A). The expansion of the Nashville Metropolitan Airport and the opening of the new
American Airlines hub in April of 1986 further enhanced Nashville’s accessibility by air with

A Company of USF&G Asset Management
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more than 500 flights per day to over 100 cities in the US. and Canada.
B. Access

Haywood Oaks is easily accessible from Interstate 24, which divides the state diagonally from
Chattanooga to the southwestern border of Kentucky, and has immediate access from both the
Harding Place and Haywood Lane interchanges. Haywood Oaks is within approximately 15
minutes driving time from downtown Nashville, and approximately five minutes from the
Nashville Metropolitan Airport along the Briley Parkway, the Exell/Donelson Pike, or
Interstate 40 (see Exhibit II-2A). Taking the Harding Place interchange of f I-24, the park is
accessed by traveling south on Linbar Drive, and from the Haywood Lane interchange, the
park is accessed by traveling north on Linbar Drive (see Exhibit II-3A).

C. Neighborhood

Haywood Oaks is in the 1-24 corridor between the Harding Place and Haywood lLane
interchanges. The Harding Place interchange is heavily developed with retail, office, and
industrial properties. The subject property is surrounded on three sides by residential
development and borders Linbar Drive to the east (see Exhibit I1-4A). South of Harding Place,
the neighborhood remains predominately residential.

D. The Site

Haywood Oaks Technecenter is a 60-acre industrial park to be developed in four phases. The
first three phases are contiguous to one another, while the fourth phase is located just off
the Haywood Lane interchange to the south (see Exhibit 1I-5A). The subject property,
Haywood Oaks, is Phase I of the development which consists of 19.31 acres as follows: 4.64
acres at Building 2; 4.83 acres at Building 3; 4.26 acres at Building 4; and 5.58 acres at
Building 5. The site is essentially level with a gradual decline from phase I'V, north to phase
III. Parking for Haywood Oaks is provided by 432 surface parking spaces as follows: 42
parking spaces for Building 2; 38 parking spaces for Building 3; 197 parking spaces for
Building 4; and 155 parking spaces for Building 5.

E. Improvements

Haywood Oaks consists of four recently completed buildings totaling 210,300 square feet,
phase 1 of a partially built-out industrial park. Building 6 {phase II) is currently under
construction, and two additional parcels are available for future development (phases III and
IV which will consist of one additional building at each phase).

Building 2 is a 50,400 square foot, rectangularly shaped warehouse/distribution building
which is 420-fect wide and 120-feet deep. The exterior is split faced block with 11 dock-
height, rear loading doors and eight personnel entrances. This building has a 16-foot clear
ceiling height with tenant bays ranging in size from 3,600 square feet to 9,600 square feet.
Building 2 is constructed on a 5" concrete siab on grade with steel beams and columns, joist
roof framing with rigid insulation, a single-ply membrane roof over metal decking, and a rear
gutter system.

Building 3 is a 52,800 square foot, rectangularly shaped warehouse/distribution building
which is 440-feet wide and 120-feet deep. The exterior is split faced block with ten dock-
height, rear loading doors and eight personnel entrances. Building 3 has an 18-foot clear
ceiling height with tenant bays ranging in size from 4,800 square feet to 9,600 square feet,
The building is constructed on a 5" concrete slab on grade with steel beams and columns, joist
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roof framing with rigid insulation, a single-ply membrane roof over metal decking, and a rear
gutter system.

Building 4 is a 46,800 square foot, rectangularly shaped office/showroom building which is
520-feet wide and 90-feet deep, The exterior is brick and glass with rear block walls, 15 drive-
in, rear loading doors and 16 personnel entrances. This building has a 14-foot clear ceiling
height with tenant bays ranging in size from 2,700 square feet to 4,500 square feet. Building
4 s constructed on a 5" concrete slab on grade with steel beams and columns, joist roof
framing with rigid insulation, a single-ply membrane roof over metal decking, and a rear
gutter system.

Building 5 is a 60,300 square foot, crescent shaped office/showroom building which is 670-
feet wide and 90-feet deep. The exterior is brick and glass with rear block walls, 16 drive-
in, rear loading doors and 16 personnel entrances. This building has a 12-foot clear ceiling
height with tenant bays ranging in size from 2,700 square feet to 4,500 square feet. This
building is constructed on a 5" concrete slab on grade with steel beams and columns, joist roof
framing with rigid insulation, a single-ply membrane roof over metal decking, and a rear
gutter system.

All four buildings at Haywood Oaks are fully sprinklered, have natural gas heating units with
208 volt, 3-phase electricity available. All exterior glass is bronze tinted, and the exterior
metal doors are champagne colored. Building photographs and floor plans for Haywood Oaks
are attached as Exhibits II-6A and II-7A, respectively.

F. Sources and Uses of Funds

The sources and uses of funds statement for Haywood Oaks is presented in Exhibit II-8A, The
loan amount for Haywood Oaks is $10,000,000 or $47.55 per square foot (18.9% of the total
loan amount for the Property). The existing construction loan on Haywood Oaks is $8,523,238
or $40.53 per square foot. Duke’s return of capital is $541,054 or $2.57 per square foot. The
balance of the $10,000,000 loan will be distributed to Duke from holdbacks for tenant
improvements, interest reserve, or deferred developer’s profit.

1. The Market Overview
A. Introduction

The Nashville MSA is an eight-county region including Nashville and Davidson Counties in
the center; Robertson and Sumner Counties to the north; Wilson County to the east;
Rutherford and Williamson Counties to the south, and Cheatham County to the west. In 1980,
the population of the Nashville MSA was 880,000, and the estimated 1990 population is slightly
over one million with an estimated employment base of 490,000 (current unemployment rate
is 4.1%, one full percentage point below the national average). Nashville’s employment base
is well diversified with strong representation in the service and trade industries as well as a
strong manufacturing base, and government sector (see Exhibit III-1A). The combination of
a growing labor force, low taxes, good transportation, abundant resources, temperate climate
and central location continues to draw many businesses to the Nashville area. Tennessece has
attracted over ten percent of all Japanese investments in the United States, more than any
other state. In 1980, Nissan Motor Manufacturing Company chose 2 site just southeast of
Nashville for its first American plant. The plant has over 78 acres under roof, 3,200
employees, and represents an investment in excess of $785 million, the largest single investment
of any Japanese company outside of Japan. More recently, General Motors Corporation

.

selected a site approximately 30 miles south of Nashville for its new Saturn automobile



Realty Investment Approval Committee
Real Estate Investment Committee
February 20, 1990

Page 4

manufacturing plant. This plant will cost approximately $2 billion, and will employ 4,000
people when completed (see Exhibit ITI-2A for a listing of other major Nashville employers).

B. The Nashville Industrial Market

The Nashville industrial market is generally divided into three quadrants including the
northwest quadrant, the northeast quadrant, and the southeast quadrant. In February 1989,
the bulk warehouse inventory was 10,462,000 square feet with a vacancy of 1.9 million square
feet, and the office/showroom inventory was 4.3 million square feet with 986,000 square feet
vacant (see Exhibit I1II-3A), Haywood Oaks is in the southeast quadrant submarket, more
particularly, the I-24 corridor near the Nashville Metropolitan Airport. The Southeast
guadrant is the largest of the three industrial sectors in Nashville, containing over 7.2 million
square feet of bulk warchouse inventory with 1.4 million square feet available. Annual
absorption and vacancy rates for the Nashville MSA are presented in Exhibit II-4A and
annual new construction activity is presented in Exhibit III-5A.

C. Competitive Property Survey

Haywood Oaks is an existing industrial park containing 210,300 square feet which is currently
82.8% occupied (174,091 square fect leased). Buildings 2 and 3 are warchouse/distribution
buildings containing 50,400 square feet and 52,800 square feet, respectively. Building 2 isa
multi-tenanted building with 2,900 square feet available for lease (5.8% vacant). The average
lease term in this building is 49 months, Two leases totaling 19,900 square feet (39% of the
building) are expiring in 1991 with the remainder expiring in 1992 and 1993. Building 3 is
currently 100% leased with an average lease term of 48 months. The largest lease, 28,800
square feet (55% of the building) expires in January, 1995

Buildings 4 and 5 are office/showroom facilities containing 46,800 square feet and 60,300
square feet, respectively. Building 4 is currently 67% leased to two tenants including 28,800
square feet to US Telecom, Inc. for 60 months. Building 5 is a multi-tenanted building with
18,009 square feet available, or 30% vacant. The average lease term in this building is 47
months.

The competitive property survey and the accompanying map are presented in Exhibits III-
6A and III-7A, respectively. Of the 1.8 million square feet of industrial properties listed in
the survey, the largest competitor is Buckley and Company (the principal of Buckley and
Company is an ex-partner of Duke Associates). Buckley and Company’s Air Park Industrial
Park has a superior location to Haywood Oaks due to its proximity to the airport. Air Park
contains 444,000 square feet with 150,000 square feet available for lease.

IV. The Borrower/Developer
A. Introduction

Duke Associates is an Indianapolis-based private real estate firm which develops, manages, and
leases commercial real estate projects throughout a six-region territory in the Midwest. Duke
Associates operates through "Development Companies” and "Operating Companies" (see Exhibit
IV-1A). The Development Companies consist of approximately 80 separate partnerships, each
the owner/developer of a Duke project which may be a freestanding building, a shopping
center, an industrial or office park, or a mixed-us¢ development. The Operating Companies
are separate corporations that provide the development, construction, telecommunications,
management and leasing services to the various Development Companies. Since the firm's
inception in 1972, Duke Associates has developed over 25 million square feet of industrial,
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office and retail space valued in excess of $2 billion (see Exhibit IV-2A). Duke’s average
annual construction volume for the past three years was $250 million, and in 1988, Duke
constructed over 3.5 million square feet of commercial properties. The firm currently employs
approximately 200 professionals with offices in Indianapolis, Indiana (headquarters);
Cincinnati, and Columbus, Ohio; Detroit, Michigan; Nashville, Tennessee; and Decatur, Illinois.

The "Partners” of Duke Associates are those persons who are active in the management of the
company, partners of the Development Companies, and share in the ownership of the
Operating Companies. The Partners of the Operating Companies share in the ownership of the
Development Companies in proportion to their respective ownership in the Operating
Companies. The Operating Companies and the services that each provide to the Development
Companies are as follows:

* Duke Construction Management, Inc. -- Provides construction management
services to the Development Companies.

* Duke Management Company, Inc. -- Provides property management services to
the Development Companies and to institutional investors for properties which
Duke developed.

Duke Realty Corporation -- Provides brokerage and leasing services to the
Development Companiesand toinstitutional investors for properties which Duke
developed.

* ITI/Duke -- Provides telecommunication technology and services to tenants in
all of Duke’s projects. :

Each Operating Company charges fees and commissions to the Development Companies for
services rendered. With the exception of the retail group, the Development Companies of Duke
are directed by general managers for each geographic location. The retail group has a separate
general manager who is responsible solely for retail projects at all geographic locations, The
general managers of Duke report to the firms Chief Operating Officer (COO), who is
responsible for the company’s day-to-day operations. Each of the Operating Companies has
its own administrative structure with its own Chief Operating Officer, who reports to the COO
of the company. Accounting and budgeting services are provided to all of the Operating and
Development Companies by an in-house staff of 40 personnel under the direction of the
company’s treasurer. Duke also has its own in-house legal staff consisting of two attorneys
and a paralegal. Biographical sketches of Duke’s senior management are presented in Exhibit
[V-3A, and a portfolio listing of Duke’s properties is presented in Exhibit [V-4A.

B. Borrowing Entity

The Haywood Qaks portion of this transaction involves four buildings in the Haywood Oaks
Technecenter industrial park. The borrowing entity for Haywood Oaks is Duke Associates #54
a Tennessee limited partnership whose partners are John W. Wynne, Thomas L. Hefner, Darell
E. Zink, and Daniel Staton.

USF&G’s loan securing each property will be cross collateralized and cross defaulted with each
other with the exception that a default in the loans relating to Haywood Oaks, Hillsdale and
World Park will not cause a default in the loan relating to Park 100, and that Park 100 will
not be pledged as security for the other three loans. Park 100 is currently owned by a
partnership consisting of Duke Associates and an institutional investor, while the other three
parks are 100% owned by various limited partnerships consisting solely of Duke Associates’
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personnel.
V. The Risk and Return
A. Introdaction

The proposed investment for Haywood Oaks is a participating first mortgage in the amount
of $10,000,000. However, the Portfolio is structured as two ioans; one loan covers Haywood
Oaks, Hillsdale and World Park, and the other covers Park 100 (see Addendum 1 for the
sources and uses of funds on the Property). The term "loan” may be used throughout this report
when referring to an individual property, a group of properties, or the overall Portfolio, as
appropriate. The proposed loan term is ten years with a five year call option, and a five year
prepayment prohibition. The significant features of the loan (on the Portfolio) are as follows:

1) A holdback for first generation tenant improvements and leasing commissions
in the amount of $2,200,000 to be disbursed as tenant improvements are
completed and leasing commissions are paid;

2) An interest reserve holdback for $2,000,000 to be disbursed monthly to cover
negative cash flow, to be completely disbursed upon the earlier of (a) breakeven
for three consecutive months, or (b) twenty-four months from USF&G’s initial
funding;

3) An interest rate of 9.5% and a pay rate schedule as follows:
Year 1 -- greater of 8.5% or net operating income, not to exceed 9.5%
Year 2 - greater of 9.0% or net operating income, not to exceed 9.5%
Years 3-10 - 9.5%;

4 A 24 month "Negative Cash Flow Guarantee" from Duke Associates;

5) A market value appraisal contingency insuring USF&G an 89% loan-to-value
ratio on an "as is" basis at initial funding, and an 89% loan-to-value ratio based
on stabilized occupancy,;

6) An annual appraisal contingency which permits USF&G to call the loan due and
payable if Duke fails to pay down the accrual wherein producing a loan-to-
value ratio of at least 95%;

7 A "Minimum Additional Interest” clause which insures USF&G an 11.5% internal
rate of return up to 100% of net sales proceeds;

8) To the extent there is accrued and unpaid interest, 100% of the net cash flow
will be paid to USF&G, and will be split 50/50 after payment of accrued
interest, and

9 A "Partial Sales” clause which requires that, if a portion of the Property is sold,
the net sales proceeds from such Partial Sale shall be used to reduce the
Outstanding Loan Balance.
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payment of USF&G’s debt service, and accrued and unpaid interest, will be split 50/50
between USF&G and Duke.

D. Sales Proceeds

Net sales proceeds will be split 50/50 after repayment of USF&G’s Qutstanding Loan Balance,
subject to USF&G receiving its 11.5% internal rate of return. The Minimum Additional
Interest clause provides that Duke’s sales proceeds are subordinate to USF&G receiving its
11.5% internal rate of return, up to 100% of the net sales proceeds. USF&G’s Outstanding
Loan Balance at the end of the ten year holding period is estimated to be $52,850,000 and
USF&G’s cash proceeds from sale are estimated to be $17,521,122 (representing 50% of the net
sales proceeds to split).

E. Yield Analysis

The estimated nominal yield or internal rate of return on USF&G’s invested capital is 11.8%,
representing a real or inflation adjusted return of 6.8%. USF&G’s estimated nominal yield is
comprised of the following components:

1) Annual debt service payments;

2) Additional interest from operations;

3) Additional interest from sale (including Minimum Additional Interest, if applicable),
and

4) USF&G's Outstanding Loan Balance (including accrued and unpaid interest),

The sensitivity of USF&G’s internal rate of return to changes in inflation and terminal
capitalization rates is presented in Addendum 5 for the Portfolio. Due to USF&G Minimum
Additional Interest clause, USF&G’s nominal yield only falls below 11.5% under the worst
scenario in the most conservative case.

F. Risks

The major risks in this investment are (a) market risk (b) default risk and (c) operational risk.
Market risks are present in any real estate transaction, however, the market risks in this
investment are believed to be minimal due to the following conditions and structural
precautions:

1) The Property is currently 87% leased and occupied with long-term, credit tenants;

2) The Property has been comservatively underwritten to allow an average of 13%
concessions upon tenant renewal, and average concessions of 13% to new tenants leasing
vacant space. To the extent concessions are Iess than the above mentioned levels, the
market risk is reduced, and to the extent concessions are greater than 13%, USF&G is
somewhat protected by the Minimum Additional Interest clause;

3) The markets in question are relatively strong industrial markets, and Duke is the
predominant developer in two of the three markets (Iindianapolis and Cincinnati);

4) The market value appraisal contingency insures USF&G at least an 8§9% loan-to-value
ratio; and

5) USF&G’s proposed loan amount of $52,850,000 represents Duke’s cost of construction
plus approximately 1% developer’s profit (plus any cost savings realized from the
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holdbacks). USF&G’s low basis in a significantly leased development further reduces
the market risks associated with this investment.

The default risk occurs if either the Borrower is unable to make debt service payments or if
the Outstanding Loan Balance exceeds the Property value as a result of the accrual feature of
the loan. The default risk is addressed as follows:

1) A $2,000,000 interest reserve holdback to be disbursed monthly to cover negative cash
flow. Actual negative cash flow is projected to be $1,264,623 under the most likely
scenario;

2) A $2,200,000 holdback for first generation tenant improvements and leasing
commissions to be disbursed by USF&G as tenant improvements are completed, and as
leasing commissions are paid;

3) A 24 month Negative Cash Flow Guarantee from Duke Associates;

4) The pay rate mechanism protects USF&G against excessive accrual in that debt service
payments are the greater of net operating income or the scheduled pay rate, not to
exceed 9.5%; and

5) The annual appraisal contingency enables USF&G to call the loan if Duke fails to
either (a) pay debt service at the interest rate (9.5%), or (b) pay down the Outstanding
Loan Balance to a point which provides USF&G with a loan-to-value ratio of at least
95%.

The operational risk in this investment is considered to be minimal. Management and leasing
will be provided by Duke Associates who has developed, leased and manages over 15 million
square feet of industrial space. Duke has a very high tenant renewal percentage in its
buildings which is indicative of a good management and leasing team. Duke is the
predominant developer in two of the three regions in question, Indianapolis and Cincinnati,
which is evidenced by Duke’s annual absorption of nearly 3.5 million square feet per year for
the past three years. USF&G has the right to review and approve all leases which differ from
the standard lease form, and the right to review and approve all operating and capital budgets
for the Property.

B1. Hillsdale -- Indianapolis, Indiana
II. The Property
A. Location

The Indianapolis area is noted for its excellent highway network, which divides the city into
quadrants. Hillsdale is in the northeast quadrant of Indianapolis at the intersection of
Interstate 465 (the Indianapolis beltway) and Interstate 69, The beltway is intersected in an
east/west direction by Interstate 70, which runs from Maryland to Utah, and in a north/south
direction by Interstate 65, which runs from Chicago, Itlinois south to Mobile, Alabama. In
addition, the beltway is intersected by Interstate 74 from the southeast and Interstate 69 from
the northeast (see Exhibit II-1B1). Five major rail systems service the area including the
Indiana Railway Company, CSX, Norfolk Southern Corporation, Consolidated Rail
Corporation, and AMTRAK, all of which converge just west of Avon, Indiana. Primary air
service is provided by the Indianapolis International Airport located in the southwest quadrant
near the intersection of 1-465 and I-70, accessible within 35 minutes from anywhere on the
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beltway. The airport hosts ten major airlines and three commuter airlines, which together
handle nearly 2.9 million passengers annually. Statewide, truck transportation accounts for
nearly 70% of the annual tonnage of state-manufactured products shipped within the state.
The growth of distribution operations in the city has resulted in a growing number of trucking
companies, which currently total over 70 firms.

B. Access

Hillsdale is easily accessible from Interstate 69 at the 82nd Street/Shadeland Avenue
interchange, and has excellent visibility from both Interstates 465 and 69 (see Exhibit II-
2B1). Shadeland Avenue is a heavily traveled, two-lane arterial servicing northeast
Indianapolis. The main entrance to the subject intersects with Shadeland Avenue just north
of 75th Street and just south of 82nd Strect. There is also a secondary entrance south of the
main entrance (see¢ Exhibits II-3B1 and II-4BI).

C. Neighborhood

Hillsdale is in the rapidly growing northeast quadrant of Indianapolis. Development
surrounding Hillsdale is primarily residential (both single family and multifamily), office and
retail. The rapid growth in this area is primarily due to the extensive development of single
and multifamily residential around the Geist Reservoir which is located approximately five
minutes northeast of Hillsdale. The property is bordered by single and multifamily
development on the east and south, by Interstates 465 and 69 on the west, and by vacant land
on the north. Directly south of the subject is phase I of Hillsdale Technecenter which consists
of three industrial buildings which are not included in the Portfolio (see Exhibit 11-5B1}.

D. The Site

Hillsdale Technecenter {phases I and 11} is comprised of approximately 35 acres. The site has
two areas of ingress and cgress as described above with approximately 1,600 feet of frontage
along Shadeland Avenue. All buildings within the park can be accessed by the service roads
or through the parking areas, Hillsdale (the subject property) was built on 18.8 acres as
follows: 3.7 acres at Building 4; 8.5 acres at Building 5; and 4.6 acres at Building 6, The site
is essentially flat with very little topography. Parking for Hillsdale is provided by 676 surface
parking spaces as follows; 325 parking spaces for Building 4; 225 parking spaces for Building
5. and 126 parking spaces for Building 6.

E. Improvements

Hillsdale Technecenter is in an existing, fully built-out industrial park consisting of six
buildings; three warehouse/distribution buildings (Buildings 2, 3 and 6), and three
office/showroom facilities (Buildings 1, 4 and 3), containing a total net rentable area of
446,260 square feet. Buildings 4.5, and 6 make up the Hillsdale portion of the Property.
Buildings 4 & 5 are of fice/showroom buildings containing 73,874 square feetand 67,500 square
feet respectively, and Building 6 is a warehouse/distribution building containing 64,000 square
feet. Building 4 has a 12-foot clear ceiling height, 80 to 120-foot bay depths, and 40-foot bay
widths with ten drive-in, rear loading doors and eight personnel entrances. Building 5 hasa
14-foot clear ceiling height, a 90-foot bay depth, 40-foot bay widths, and 25 drive-in, rear
loading doors with 27 personnel entrances. Building 6 has a 20-foot clear ceiling height,a 120-
foot bay depth, 40-foot bay widths, and five dock-height, rear loading doors with 1] personnel
entrances.

Building 4 is constructed with a combination of split faced biock and thick glazed block on
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a structural steel frame. The roof system consists of ballasted membrane sheet roofing, rigid
roof insulation with a rating of R-10, a ten year installation warranty and a 20 year warranty
on materials. Heating and cooling are provided by 22, 5-ton horizontal fan coil and
condensing units.

Building 5 is constructed of 4" X 12° utility brick with storefront and punch windows, and
painted block in the rear. The structural steel frame consists of joist girders at 30-foot
spacings and running the full length of the building. The roof system consists of ballasted

membrane sheet roofing, rigid roof insulation with a rating of R-10, a ten year installation
warranty and a 20 year warranty on materials.

Building 6 is constructed of precast tilt-up panels. The eight-foot high storefront window
system consists of extruded aluminum frames with a bronze, anodized finish. The roof system
consists of ballasted membrane sheet roofing, rigid roof insulation with a rating of R-10,a ten
year installation warranty and a 20 year materials warranty. Building photographs and floor
plans for Hillsdale, Buildings 4,5 and 6 are attached as Exhibits II-6B1 and I1-7B1, respectively.

F. Sources and Uses of Funds

The sources and uses of funds statement for Hillsdale is presented in Exhibit II-8B1. The
loan amount for Hillsdale is $12,800,000 or $62.33 per square foot (24.2% of the total loan
amount for the Property). The existing construction loan on Hillsdale is $10,455,000 or $50.91
per square foot. Duke’s return of capital is $1,414,532 or $6.89 per square foot. The balance
of the $12,800,000 loan will be distributed to Duke from holdbacks for tenant improvements,
interest reserve, or deferred developer’s profit.

I1IX. The Market Overview
A. Introduction

The Indianapolis MSA, which was redefined during the late 1960’s to include the consolidation
of Indianapolis and Marion County, includes seven contiguous counties as follows: Hamilton
and Boone Counties to the north, Hancock County to the east, Shelby and Johnson Counties
to the south, Morgan County to the southwest, and Hendricks County to the west. The 1980
census ranked Indianapolis as the 29th largest MSA in the nation. The population increased
3.9% between 1980 and 1988 to a total population of 1.2 million. The Indianapolis MSA
suffered a recessionary period from 1979 to 1983 with unemployment rising to 9.0% due toa
57% decline in the manufacturing sector (the largest employment sector at the time,
representing 24.8% of the employment base). By the end of 1988, total employment was 675,000
persons with an unemployment rate of 4.6%, down 4.4% since 1983. Indianapolis’ employment
growth has been led by the non-manufacturing sectors of the economy with the service and
retail sectors each representing a considerably larger base than manufacturing (see Exhibit I1I-
1B1).

The growth of Indianapolis as a distribution center is evidenced by the expansion of the
wholesale sector, which witnessed the creation of 5,000 new businesses during the 1980’s,
bringing the total to over 27,000 as of 1987. The area’s economic development has been
spurred primarily by the growth of interstate and international commerce. Indianapolis is one
of the single most centralized cities in the United States, with 55% of the nation’s population
residing within 600 miles. Indianapolis’ largest employers are listed in Exhibit I1¥-2Bl.
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B. The Indianapolis Industrial Market

The Indianapolis industrial market consists of approximately 132 million square feet, which
is segregated into four submarkets as follows: (1) the manufacturing and trade sectors
representing 77.5 million square feet, (2) large distribution facilities (100,000+ square feet)
which accounts for 30 million square feet, (3) medium sized warchouse space of 10,000 to
100,000 square feet, accounting for 18.5 million square feet, and (4) of fice/showroom buildings
which account for approximately six million square feet. Currently seven million square feet
of industrial space is available for lease, representing an overall vacancy rate of 5.3% (see
Exhibit 111-3B1). The vacancy rates by property type are as follows: 4.5% for manufacturing
and large distribution facilities, 5% for medium sized warechouses, and 15% for
of fice/showroom facilities, A total of 2.5 million square feet was delivered in 1989 along with
575,000 square feet of build-to-suit space. A total of 3,725,000 square feet is projected for
delivery in 1990. The strongest expansion of new construction has occurred in the
of fice/showroom market, resulting in the higher overall vacancy rate for this product type.

At the beginning of 1990, approximately 8.9 million square feet of industrial space was
available for lease or purchase. For the past five years, industrial rental rates have increased
between 3% and 12% annually, with manufacturing and trade properties at the lower end of
the range and the other property types at the high end of the range. The overall absorption
in 1989 was approximately 4.6 million square feet, and the average annual absorption over the
past six years was approximately 4.4 million square feet (see Exhibit 11I-4B1). While the
amount of industrial space introduced to the market has increased 35% to 40% in the past three
years, absorption is expected to keep pace with the available supply. Bulk warehouse space
of 100,000 + square feet with interstate access is expected to be in limited supply due to rising
land prices, and the lack of industrial development, particularly on the north side of town
along 1-465. Current land prices for industrially zoned sites with interstate access range from
$65,000 to $120,000 per acre. The market for medium sized warchouses (10,000 to 100,000
square feet) is expected to remain strong, particularly for those buildings with over 20-foot
clear ceiling heights and truck loading access. The market for major manufacturing space is
expected to decline while the demand for bulk warehouse space continues to outpace the
supply, due to expanding distribution opportunities. Hillsdale consists of two buildings in the
medium sized office/showroom category, and one building in the medium sized warchouse
category.

C. Competitive Property Survey

The competitive property survey and corresponding map is presented in Exhibit HI-5BI and
[1I-6B1, respectively, Since both Hillsdale and Park 100 are located within the same general
market, the competitive property survey has been duplicated for each property. The
competitive properties range anywhere from bulk to medium sized warchouses, to single-
story office buildings, and vary from freestanding buildings to large industrial parks.
Developers/Owners also widely vary from institutions such as Prudential or Citibank to local,
regional, and national developers. Advisors has identified these various property types as
competitive (comparable) properties since USF&G’s proposed investment deals with a variety
of product types. However, the properties listed have varying degrees of competitiveness.
Hillsdale is substantially leased, as more fully described below.

Hillsdale is in the rapidly growing northeast sector of Indianapolis along the 3-465/1-69
interchange. Hillsdale contains 205,374 square feet, of which 179,650 square feet is currently
leased (87.5% occupied). Building 5 contains the majority of this vacancy (18,995 square feet
or 9.2% vacant) with the remaining vacancy (6,729 square feet or 3.3%) in Building 4. Both
buildings are office/showroom facilities currently in lease-up. Building 6, a
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warchouse/distribution building, is 100% leased to two long-term tenants; Blue Cross and Blue
Shield with a ten year term, and Lifeguard Medical with a five year term, expiring in March
of 1998, and October of 1993, respectively. The average lease term in Hillsdale is five years,
and only three leases out of the total 21 leases expire on or before 1993,

The competitive properties in the northeast corridor contain approximately 2.4 million square
feet with approximately 650,000 square feet available for lease (27% vacant). Again, these
properties vary from freestanding, mediumsized warehouses and single-story of fice/showroom
buildings to large industrial parks.

IV. The Borrower/Developer
A. Introduction

Duke Associates is an Indianapolis-based private real estate firm which develops, manages, and
leases commercial real estate projects throughout a six-region territory in the Midwest. Duke
Associates operates through "Development Companies” and "Operating Companies" (see Exhibit
IV-1B1). The Development Companies consist of approximately 80 separate partnerships, each
the owner/developer of a Duke project which may be a freestanding building, a shopping
center, an industrial or office park, or a mixed-use development. The Operating Companies
are separate corporations that provide the development, construction, telecommunications,
management and leasing services to the various Development Companies. Since the firm’s
inception in 1972, Duke Associates has developed over 25 million square feet of industrial,
of fice and retail space valued in excess of $2 billion (see Exhibit IV-2B1). Duke’s average
annual construction volume for the past three years was $250 million, and in 1988, Duke
constructed over 3.5 million square feet of commercial properties. The firm currently employs
approximately 200 professionals with offices in Indianapolis, Indiana (headquarters);
Cincinnati, and Columbus, Ohio; Detroit, Michigan; Nashville, Tennessee; and Decatur, Illinois.

The "Partners” of Duke Associates are those persons who are active in the management of the
company, partners of the Development Companies, and share in the ownership of the
Operating Companies. The Partners of the Operating Companies share in the ownership of the
Development Companies in proportion to their respective ownership in the Operating
Companies. The Operating Companies and the services that each provide to the Development
Companies are as follows:

* Duke Construction Management, Inc. -- Provides construction management services to
the Development Companics.

* Duke Management Company, Inc. -- Provides property management services to the
Development Companies and to institutional investors for properties which Duke
developed.

*  Duke Realty Corporation -- Provides brokerage and leasing services to the Development
Companies and to institutional investors for properties which Duke developed.

* ITI/Duke -- Provides telecommunication technology and services to tenants in all of
Duke’s projects.

Each Operating Company charges fecs and commissions to the Development Companies for
services rendered. With the exception of the retail group, the Development Companies of Duke
are directed by general managers for each geographic location. The retail group has a separate
general manager who is responsible solely for retail projects at all geographic locations. The
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general managers of Duke report to the firms Chief Operating Officer (COQ), who is
responsible for the company’s day-to-day operations. Each of the Operating Companies has
its own administrative structure with its own Chief Operating Officer, who reports to the CCO
of the company. Accounting and budgeting services are provided to all of the Operating and
Development Companies by an in-house staff of 40 personnel under the direction of the
company’s treasurer. Duke also has its own in-house legal staff consisting of fwo attorneys
and a paralegal. Biographical sketches of Duke’s senior management are presented in Exhibit
IV-3B1, and a portfolio listing of Duke’s properties is presented in Exhibit IV-4Bl.

B. Borrowing Entity

The Hillsdale portion of this transaction involves three buildings in the Hilisdale Technecenter
industrial park. The borrowing entity for Hillsdale is Philip R. Duke Associates #41 an
Indiana limited partnership whose partners are John W. Wynne, Thomas L. Hefner, Darell E.
Zink, and Daniel Staton.

USF&G’s loan securing each property will be cross collateralized and cross defaulted with each
other with the exception that a default in the loans relating to Haywood QOaks, Hillsdale and
World Park will not cause a default in the loan relating to Park 100, and that Park 100 will
" not be pledged as security for the other three loans. Park 100 is currently owned by a
partnership consisting of Duke Associates and an institutional investor, while the other three
parks are 100% owned by various limited partnerships consisting solely of Duke Associates’
personnel.

V. The Risk and Return
A. Introduction

The proposed investment for Hillsdale is a participating first mortgage in the amount of
$12,800,000. However, the Portfolio is structured as two loans; one loan covers Haywood
Oaks, Hillsdale and World Park, and the other covers Park 100 (see Addendum 1 for the
sources and uses of funds on the Property). The term "loan” may be used throughout this report
when referring to an individual property, a group of properties, or the overall Portfolio, as
appropriate. The proposed loan term is ten years with a five year call option, and a five year
prepayment prohibition. The significant features of the loan (on the Portfolio) are as follows:

1) A holdback for first generation tenant improvements and leasing commissions in the
amount of $2,200,000 to be disbursed as tenant improvements are completed and leasing
commissions are paid;

2) An interest reserve holdback for $2,000,000 to be disbursed monthly to cover negative
cash flow, to be completely disbursed upon the earlier of (a) breakeven for three
consecutive months, or (b) twenty-four months from USF&G’s initial funding;

3) An interest rate of 9.5% and a pay rate schedule as follows:
Year 1 -- greater of 8.5% or net operating income, not to exceed 9.5%
Year 2 -- greater of 9.0% or net operating income, not to exceed 9.5%
Yeats 3-10 -- 9.5%;

4) A 24 month "Negative Cash Flow Guarantee" from Duke Associates;

5) A market value appraisal contingency insuring USF&G an 89% loan-to-value ratio on
an "as is" basis at initial funding, and an 89% loan-to-value ratio based on stabilized
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occupancy;

6) An annual appraisal contingency which permits USF&G to call the loan due and
payable if Duke fails to pay down the accrual wherein producing a loan-to-value ratio
of at least 95%;

7) A "Minimum Additional Interest" clause which insures USF&G an 11.5% internal rate
of return up to 100% of net sales proceeds;

8) To the extent there is accrued and unpaid interest, 100% of the net cash flow will be
paid to USF&G, and will be split 50/50 after payment of accrued interest, and

9) A "Partial Sales" clause which requires that, if a portion of the Property is sold, the net
sales proceeds from such Partial Sale shall be used to reduce the Outstanding Loan
Balance.

B. Valuation
1. Pro Forma Income and Expenses

USF&G’s initial funding of $48,650,000 is anticipated to occur late in the first quarter of 1990.
This initial funding amount represents a cost per squarc foot of $40.91, which is an
exceptionally low initial basis considering the Property is currently 87% leased and occupied,
Pro forma income and expenses were not prepared on a property by property basis as it was
not appropriate since the properties are Cross collateralized and cross defaulted, however, the
pro forma income and expenses for the Property as a whole are presented in Addendum 2.
The pro forma is based on stabilized occupancy in 1992 which assumes a 12 month lease-up
period or approximately 12,600 square feet per month. This lease-up schedule is considered
very conservative as the average absorption to date in the Property has been approximately
68,500 square feet per month. The economic projections assume a 5.0% vacancy factor in years
two through ten. The projections further assume that leases rollover at an effective rental rate
which is 13.0% less than the nominal or face rate for that particular tenant, and that 70% of
the existing tenants will renew their leases upon expiration (see Exhibit V-1BI for the
Hillsdale rent roll). The indicated debt coverage ratio upon stabilization is 1.08, and the
projected pay rate in year two exceeds the scheduled pay rate of 9.0% in year two by a
comfortable margin (50 basis points), whereby reducing the risk of default through excessive
accruals.

2. Preliminary Valuation Analysis

The preliminary value estimate for Hillsdale of $15,400,000 indicates a loan-to-value ratio of
80% at initial funding and 83% at stabilization (see Exhibits V-2B1 through V-6Bl).
Additionally, Advisors estimates the value of the Property to range from $58,650,000 to
$60,750,000 based on the Preliminary Valuation Analysis for the Portfolio (see Addendum 3).
The market value appraisal contingency, which requires an MAI market value appraisal of
$59,250,000 assuming stabilized occupancy, and an "as is" value of $54,660,000 upon initial
funding, insures USF&G of an 89% loan-to-value ratio both at funding and upon stabilized
occupancy. Advisors’ preliminary value estimate of $60,500,000 indicates a loan-to-value ratio
of 80.4% at initial funding and 87.4% at stabilized occupancy based on a ten year discounted
cash flow analysis assuming a 12% discount rate.
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C. Annual Returns
The annual cash flow projections are based on the assumptions in the cash flow summaries
for all four properties. The cash flow summary for Hillsdale is attached as Exhibit V-7Bl, and

the Portfolio cash flow summary is attached as Addendum 4. The cash flows contributing to
USF&G’s annual return on the Portfolio are as follows:

Most Likelv Scenario

Year 2 Year 6 Year 10
Debt Service $4,804,065 $5,082,899 $5,020,750
Plus: Additional Interest Q 213,773 __773.405
Equals: Total Cash Flow to USF&G $4,804,065 $5,296,671 $5,794,155
Divided by: Outstanding Loan Balance 53,378,500 52,906,757 52,850,000
Equais: USF&G’s Annual Cash Return: 9.0% 10.0% 11.0%

Duke Associates guarantees to fund all negative cash flow after depletion or total
disbursement of the $2,000,000 interest reserve holdback. All cash flow remaining after
payment of USF&G’s debt service, and accrued and unpaid interest, will be split 50/50
between USF&G and Duke.

D. Sales Proceeds

Net sales proceeds will be split 50/50 after repayment of USF&G’s Outstanding Loan Balance,
subject to USF&G receiving its 11.5% internal rate of return. The Minimum Additional
Interest clause provides that Duke’s sales proceeds are subordinate to USF&G receiving its
11.5% internal rate of return, up to 100% of the net sales proceeds. USF&G’s Outstanding
Loan Balance at the end of the ten year holding period is estimated to be $52,850,000 and
USF&G’s cash proceeds from sale are estimated to be $17,521,122 (representing 50% of the net
sales proceeds to split).

E. Yield Analysis

The estimated nominal yield or internal rate of return on USF&G’s invested capital is 11.8%,
representing a real or inflation adjusted return of 6.8%. USF&G’s estimated nominal yield is
comprised of the following components:

1) Annual debt service payments;

2) Additional interest from operations;

3) Additional interest from sale (including Minimum Additional Interest, if applicable),
and

4) USF&G's Outstanding Loan Balance (including accrued and unpaid interest).

The sensitivity of USF&G's internal rate of return to changes in inflation and terminal
capitalization rates is presented in Addendum 5 for the Portfolio. Due to USF&G Minimum
Additional Interest clause, USF&G’s nominal yield only falls below 11.5% under the worst
scenario in the most conservative case.

F. Risks

The major risks in this investment are (a) market risk (b) default risk and (c) operational risk.
Market risks are present in any real estate transaction, however, the market risks in this
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investment are believed to be minimal due to the following conditions and structural
precautions:

1) The Property is currently 87% leased and occupied with long-term, credit tenants;

2) The Property has been conservatively underwritten to allow an average of 13%
concessions upon tenant renewal, and average concessions of 13% to new tenants leasing
vacant space. To the extent concessions are less than the above mentioned levels, the
market risk is reduced, and to the extent concessions are greater than 13%, USF&G is
somewhat protected by the Minimum Additional Interest clause;

3) The markets in question are relatively strong industrial markets, and Duke is the
predominant developer in two of the three markets (Indianapolis and Cincinnati);

4y The market value appraisal contingency insures USF&G at least an 89% loan-to-value
ratio; and

5) USF&G's proposed loan amount of $52,850,000 represents Duke’s cost of construction
plus approximately 1% developer’s profit (plus any cost savings realized from the
holdbacks). USF&G’s low basis in a significantly leased development further reduces
the market risks associated with this investment.

The default risk occurs if either the Borrower is unable to make debt service payments or if
the Outstanding Loan Balance exceeds the Property valueasa result of the accrual feature of
the loan. The default risk is addressed as follows:

1} A $2,000,000 interest reserve holdback to be disbursed monthly to cover negative cash
flow. Actual negative cash flow is projected to be $1,264,623 under the most likely
scenario;

2) A $2,200,000 holdback for first generation tenant improvements and leasing
commissions to be disbursed by USF&G as tenant improvements are completed, and as
leasing commissions are paid;

3) A 24 month Negative Cash Flow Guarantee from Duke Associates;

4) The pay rate mechanism protects USF&G against excessive accrual in that debt service
payments are the greater of net operating income or the scheduled pay rate, not to
exceed 9.5%; and

5) The annual appraisal contingency enables USF&G to call the loan if Duke fails to
either (a) pay debt service at the interest rate (9.5%), or (b) pay down the Qutstanding
Loan Balance to a point which provides USF&G with a loan-to-value ratio of at least
95%.

The operational risk in this investment is considered to be minimal. Management and leasing
will be provided by Duke Associates who has developed, leased and manages over 15 million
square feet of industrial space. Duke has a very high tenant renewal percentage in its
buildings which is indicative of a good management and leasing team. Duke is the
predominant developer in two of the three regions in question, Indianapolis and Cincinnati,
which is evidenced by Duke’s annual absorption of nearly 3.5 million square feet per year for
the past three years. USF&G has the right to review and approve all leases which differ from
the standard lease form, and the right to review and approve all operating and capital budgets
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for the Property.
B2. Park 100 -- Indianapolis, Indiana
I1. The Property
A. Location

The Indianapolis area is noted for its excellent highway network which divides the city into
quadrants. Park 100 is in the northwest sector of Indianapolis with over two miles of frontage
along Interstate 465, between the 86th Street and 7lst Street interchanges (See Exhibit Ii-
1B2). The beltway is intersected in an east/west direction by Interstate 70, which runs from
Maryland to Utah, and in a north/south direction by Interstate 65, which runs from Chicago,
Tilinois south to Mobile, Alabama. In addition, the beltway is intersected by Interstate 74 from
the southeast and Interstate 69 from the northeast. Five major rail systems service the area
including the Indiana Railway Company, CSX, Norfolk Southern Corporation, Consolidated
Rail Corporation, and AMTRAK, all of which converge just west of Avon, Indiana. Primary
air service is provided by the Indianapolis International Airport located in the southwest
quadrant near the intersection of I-465 and I-70, accessible within 35 minutes from anywhere
on the beltway. The airport hosts ten major airlines and three commuter airlines, which
together handie nearly 2.9 million passengers annually. Statewide, truck transportation
accounts for nearly 70% of the annual tonnage of state-manufactured products shipped within
the state. The growth of distribution operations in the city has resulted in a growing number
of trucking companies, which currently total over 70 firms.

B. Access

Park 100 is located ten miles northwest of the Central Business District (CBD) and
approximately 15 to 20 minutes driving time from the airport. Park 100 has excellent access
and visibility along Interstate 465 with two full interchanges, the 86th Street interchange, and
the 71st Street interchange (se¢ Exhibit II-2B2). Either interchange may be utilized when
accessing Park 100. From the 86th Street interchange, take 86th Street east to Zionsville Road,
follow Zionsville Road south to either 79th Street or 76th Street, and access Buildings 79 and
80 from Moller Road. Building 118 can be accessed by taking the 71st Street interchange to
Waldenmar Drive north (see Exhibit II-3B2).

C. Neighborhood

Park 100 Business Park is a partially built-out, 1,450-acre industrial park bordered by 86th
Street to the north, 71st Street to the south, Interstate 465 to the west, and the Penn Central
Railroad and Georgetown Road to the east. The immediate neighborhood consists exclusively
of Duke’s industrial development (see Exhibit 11-4B2). Park 100 is within one to ten minutes
of three child care facilities, nine financial institutions, ten lodging facilities, two postal
service facilities, an occupational center, and 51 restaurants ranging from fast food to fine
dining (see Exhibit I1-4B2 "Continued").

D. The Site

Development of Park 100 Business Park began in 1972 with approximately 320 acres. The park
now ranks as one of the Nation’s largest, with over ten million square feet of industrial space
covering nearly 1,450 acres. The southern most portion of the site is known as "Innerpark”,
where development of a 3.5-acre lake with walking trails is currently under construction.
Buildings 79, 80, and 118, the subject property, was constructed on 22.7 acres as follows:
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3.95 acres at Building 79; 8.95 acres at Building 80; and 4.8 acres at Building 118. Building 118
is situated near the entrance of the Innerpark, while Buildings 79 and 80 are just south of the
center of the park at 71st Street (sce Exhibit 1I-5B2). Parking for Park 100 is provided by 391
surface parking spaces as follows: 99 parking spaces at Building 79; 119 parking spaces at
Building 80; and 173 parking spaces at Building 118.

£. Improvements

Park 100 Business Park is an existing, partially built-out park on 1,450 acres, with over ten
million square feet of development. Buildings 79, 80 and 118 make up the Park 100 portion
of the Property. Buildings 79 and 80 are both warehouse/distribution buildings, and Building
118 is a single-story office building. Buildings 79 and 80 each consist of 65,520 square feet
with 110-foot bay depths, and 30, 40, and 50-foot bay widths. Building 79 hasan 18-foot clear
ceiling height with 16 dock-height, rear loading doors and 22 personnel entrances. Building
80 has a 16-foot clear ceiling height with 17 dock-height, rear loading doors and 24 personnel
entrances. Building 118 is a 35,700 square foot, single-story office building with a 13-foot
clear ceiling height.

The exterior fronts of Buildings 79 and 80 consist of brick and glass with an architectural
feature above the tenant entries, and rear walls of masonry block. The foundations consist
of a 6" concrete slab on grade with a smooth trowel finish. The structural steel frame consists
of joist girders at 40-foot spacings and running the full length of the buildings. The roof
systems consist of ballasted membrane sheet roofing, rigid roof insulation with a rating of R-
10, a ten year installation warranty and a 20 year materials warranty.

Building 118 consists of a combination of split faced block and thick glazed block. The
foundation is a 5" concrete slab on grade with a smooth trowel finish. The structural steel
frame consists of joist girders at 40-foot spacings. The roof system is a ballasted membrane
sheet roofing, rigid roof insulation with a rating of R-10, a ten year installation warranty and
a 20 year materials warranty. Building photographs and floor plans for Park 100, Buildings

79, 80 and 118 are attached as Exhibits [I-6B2 and 1I-7B2, respectively.
¥. Sources and Uses of Funds

The sources and uses of funds statement for Park 100 is presented in Exhibit 1I-8B2. The
loan amount for Park 100 is $7,700,000 or $46.18 per square foot {(14.6% of the total loan
amount for the Property). The existing construction loan on Park 100 is 35,562,750 or $33.36
per square foot. Duke’s return of capital is $1,389,793 or $8.34 per square foot. The balance
of the $7,700,000 loan will be distributed to Duke from holdbacks for tenant improvements,
interest reserve, or deferred developer’s profit.

1. The Market Overview
A. Introduction

The Indianapolis MSA, which was redefined during the late 1960’s to include the consolidation
of Indianapolis and Marion County, includes seven contiguous counties as follows: Hamilton
and Boone Counties to the north, Hancock County to the east, Shelby and Johnson Counties
to the south, Morgan County to the southwest, and Hendricks County to the west. The 1980
census ranked Indianapolis as the 29th largest MSA in the nation. The population increased
3.9% between 1980 and 1988 to a total population of 1.2 million. The Indianapolis MSA
suffered a recessionary period from 1979 to 1983 with unemployment rising to 9.0% due¢ to a
57% decline in the manufacturing sector (the largest employment sector at the time,



Realty Investment Approval Committee
Real Estate Investment Committee
February 20, 1990

Page 20

representing 24.8% of the employment base). By the end of 1988, total employment was 675,000
persons with an unemployment rate of 4.6%, down 4.4% since 1983. Indianapolis’ employment
growth has been led by the non-manufacturing sectors of the economy with the service and
retail sectors each representing a considerably larger base than manufacturing (see Exhibit III-
1B2).

The growth of Indianapolis as a distribution center is evidenced by the expansion of the
wholesale sector, which witnessed the creation of 5,000 new businesses during the 1980%s,
bringing the total to over 27,000 as of 1987. The area’s economic development has been
spurred primarily by the growth of interstate and international commerce. Indianapolis is one
of the single most centralized cities in the United States, with 55% of the nation’s population
residing within 600 miles. Indianapolis’ largest employers are listed in Exhibit III-2B2.

B. The Indianapolis Industrial Market

The Indianapolis industrial market consists of approximately 132 million square feet, which
is segregated into four submarkets as follows: (1) the manufacturing and trade sectors
representing 77.5 million square feet, (2) large distribution facilities (100,000+ square feet)
which accounts for 30 million square feet, (3) medium sized warchouse space of 10,000 to
100,000 square feet, accounting for 18.5 million square feet, and (4) of fice/showroom buildings
which account for approximately six million square feet. Currently seven million square feet
of industrial space is available for lease, representing an overall vacancy rate of 5.3% (see
Exhibit [II-3B2). The vacancy rates by property type are as follows: 4.5% for manufacturing
and large distribution facilities, 5% for medium sized warehouses, and 15% for
of fice/showroom facilities. A total of 2.5 million square feet was delivered in 1989 along with
575,000 square feet of build-to-suit space. A total of 3,725,000 square feet is projected for
delivery in 1990. The strongest expansion of new construction has occurred in the
of fice/showroom market, resulting in the higher overall vacancy rate for this product type.

At the beginning of 1990, approximately 8.9 million square feet of industrial space was
available for lease or purchase. For the past five years, industrial rental rates have increased
between 3% and 12% annually, with manufacturing and trade properties at the lower end of
the range and the other property types at the high end of the range. The overall absorption
in 1989 was approximately 4.6 million square feet, and the average annual absorption over the
past six years was approximately 4.4 million square feet {(see Exhibit 1I1-4B2). While the
amount of industrial space introduced to the market has increased 35% 1o 40% in the past three
years, absorption is expected to keep pace with the available supply. Bulk warehouse space
of 100,000 + square feet with interstate access is expected to be in limited supply due to rising
fand prices, and the lack of industrial development, particularly on the north side of town
along [-465, Current land prices for industrially zoned sites with interstate access range from
$65,000 to $120,000 per acre. The market for medium sized warehouses (10,000 to 100,000
square feet) is expected to remain strong, particularly for those buildings with over 20-foot
clear ceiling heights and truck loading access. The market for major manufacturing space is
expected to decline while the demand for bulk warehouse space continues to outpace the
supply, due to expanding distribution opportunities. Hillsdale consists of two buildings in the
medium sized office/showroom category, and one building in the medium sized warchouse
category. Park 100 consists of two medium sized warehouses, and one single-story office
building. Building 118 at Park 100 is an office building, however, due to its small size (35,700
square feet) and its current occupancy of 88.2%, the Indianapolis office market will not be
addressed separately in this report except to state that the overall vacancy rate is 22.5% (2.7
million square feet available for lease out of approximately 12 million total square feet).
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C. Competitive Property Survey

An exceptionally large number of properties have been identified and are listed in Exhibit III-
582, and plotted on the corresponding map listed as Exhibit 11I-6B2. The competitive
properties range anywhere from bulk to medium sized warehouses, to single-story office
buildings, and vary from freestanding buildings to large industrial parks. Developers/Owners
also widely vary from institutions such as Prudential or Citibank to local, regional, and
national developers. Advisors has identified these various property types as competitive
(comparable) properties since USF&G’s proposed investment deals with a variety of product
types. However, the properties listed have varying degrees of competitiveness. Park 100 is
substantially leased, as more fully described below. It remains apparent that the most
competitive challenge will arise from those buildings developed within the park by Duke
Associates. Our attention, therefore, will focus on the Park 100 Business Park as well as the
other competitors,

Park 100 is in the northwest sector of Indianapolis along the 1-465/1-65 interchange. This
submarket contains over 1.7 million square feet of competitive space. The only sizeable
addition to the inventory in this submarket during 1989 was a 46,000 square foot office
building (Building 119) in Park 100. The northwest submarket is achieving some of the highest
effective rents in the suburban market, and of fers concessions averaging eight to nine months
free rent on a five year lease.

Park 100 Business Park is a 1,450-acre industrial park containing over ten million square feet
with an overall occupancy rate of approximately 90% (warchouse space is nearly 98% leased
and office space is approximately 88% leased). Currently, 707 acres have been developed in
Park 100 Business Park leaving approximately 743 acres for future development. Assuming
the historical land absorption rate and square feet developed, Park 100 Business Park will be
fully developed in 16 years with approximately 18 to 20 million square feet.

Buildings 79 and 80 at Park 100 are warehouse/distribution buildings containing 65,520 square
feet each. Building 79 is a multi-tenanted, 100% leased building with an average lease term
of 57 months, and all but one lease expires in 1994. Building 80 is a multi-tenanted building
which is currently 95.4% leased (3,040 square feet available). Lease terms in this building vary
from one 12-month lease to one 120-month lease with an average lease term of 59 months. A
4,400 square foot lease is expiring in January of 1991, and the next lease will not expire until
December of 1992. The majority of space (30,580 square feet out of 65,520 square feet) has
an average lease term of 96 months. Building 118 is a single-story of fice building with 88.2%
out of the total 35,700 square feet leased to three tenants with an average lease term of 60
months. There is presently one other office building under construction in Park 100’s
Innerpark. This building is similar in size and design to Building 118, however, since Building
118 only has 4,200 square feet available, the building should not compete directly with
Building 118.

IV. The Borrower/Developer
A. Introduction

Duke Associates is an Indianapolis-based private real estate firm which develops, manages, and
leases commercial real estate projects throughout a six-region territory in the Midwest. Duke
Associates operates through "Development Companies” and "Operating Companies” (see Exhibit
IV-1B2). The Development Companies consist of approximately 80 separate partnerships, each
the owner/developer of a Duke project which may be a freestanding building, a shopping
center, an industrial or office park, or a mixed-use development. The Operating Companies
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are separate corporations that provide the development, construction, telecommunications,
management and leasing services to the various Development Companies. Since the firm’s
inception in 1972, Duke Associates has developed over 25 million square feet of industrial,
office and retail space valued in excess of $2 billion (see Exhibit IV-2B2). Duke’s average
annual construction volume for the past three years was $250 million, and in 1988, Duke
constructed over 3.5 million square feet of commercial properties. The firm currently employs
approximately 200 professionals with offices in Indianapolis, Indiana (headqguarters);
Cincinnati, and Columbus, Ohio; Detroit, Michigan; Nashville, Tennessee; and Decatur, Iilinois.

The "Partners’ of Duke Associates are those persons who are active in the management of the
company, partners of the Development Companies, and share in the ownership of the
Operating Companies. The Partners of the Operating Companies share in the ownership of the
Development Companies in proportion to their respective ownership in the Operating
Companies. The Operating Companies and the services that each provide to the Development
Companies are as follows:

*  Duke Construction Management, Inc. -- Provides construction management services to
the Development Companies.

Duke Management Company, Inc. - Provides property management services to the
Development Companies and to institautional investors for properties which Duke
developed.

Duke Realty Corporation -- Provides brokerage and leasing services to the Development
Companies and to institutional investors for properties which Duke developed.

* ITi/Duke -- Provides telecommunication technology and services to tenants in all of
Duke’s projects.

Each Operating Company charges fees and commissions to the Development Companies for
services rendered. With the exception of the retail group, the Development Companies of Duke
are directed by general managers for each geographic location. The retail group has a separate
general manager who is responsible solely for retail projects at all geographic locations. The
general managers of Duke report to the firms Chief Operating Officer (COOQ), who is
responsible for the company’s day-to-day operations. Each of the Operating Companies has
its own administrative structure with its own Chief Operating Officer, who reports to the COO
of the company. Accounting and budgeting services are provided to all of the Operating and
Development Companies by an in-house staff of 40 personnel under the direction of the
company’s treasurer. Duke also has its own in-house legal staff consisting of two attorneys
and a paralegal. Biographical sketches of Duke’s senior management are presented in Exhibit
1V-3B2, and a portfolio listing of Duke’s properties is presented in Exhibits IV-4B2 through
IV-6B2,

B. Borrowing Enfity

The Park 100 of this transaction involves three buildings in the Park 100 Business Park. The
borrowing entity for Park 100 is Park 100 Joint Venture an Indiana limited partnership whose
partners are John W. Wynne, Thomas L. Hefner, Darell E. Zink, and Daniel Staton,

USF&G’s loan securing each property will be cross collateralized and cross defaulted with each
other with the exception that a default in the loans relating to Haywood Qaks, Hillsdale and
World Park will not cause a default in the loan relating to Park 100, and that Park 100 will
not be pledged as security for the other three loans. Park 100 is currently owned by a
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partnership consisting of Duke Associates and an institutional investor, while the other three

parks are 100% owned by various limited partnerships consisting solely of Duke Associates’
personnel.

V. The Risk aad Return
A. Introduction

The proposed investment for Park 100 is a participating first mortgage in the amount of
$7,700,000. However, the Portfolio is structured as two loans; one loan covers Haywood Oaks,
Hillsdale and World Park, and the other covers Park 100 (see Addendum 1 for the sources and
uses of funds on the Property). The term "loan" may be used throughout this report when
referring to an individual property, a group of properties, or the overall Portfolio, as
appropriate. The proposed loan term is ten years with a five year call option, and a five year
prepayment prohibition. The significant features of the loan (on the Portfolio) are as follows:

1) A holdback for first generation tenant improvements and leasing commissions in the
amount of $2,200,000 to be disbursed as tenant improvements are completed and feasing
commissions are paid;

2) An interest rescrve holdback for $2,000,000 to be disbursed monthly to cover negative
cash flow, to be completely disbursed upon the earlier of (a) breakeven for three
consecutive months, or (b) twenty-four months from USF&G's initial funding;

3) An interest rate of 9.5% and a pay rate schedule as follows:
Year | -- greater of 8.5% or net operating income, not to exceed 9.5%
Year 2 -- greater of 9.0% or net operating income, not to exceed 9.5%
Years 3-10 -- 9.5%;

4) A 24 month "Negative Cash Fiow Guarantee" from Duke Associates;

5) A market value appraisal contingency insuring USF&G an 89% loan-to-value ratio on
an "as is" basis at initial funding, and an 89% {oan-to-value ratio based on stabilized
occupancy,

6) An annual appraisal contingency which permits USF&G to call the loan due and
payable if Duke fails to pay down the accrual wherein producing a loan-to-value ratio
of at least 95%;

7) A "Minimum Additional Interest" clause which insures USF&G an 11.5% internal rate
of return up to 100% of net sales proceeds;

8) To the extent there is accrued and unpaid interest, 100% of the net cash flow will be
paid to USF&G, and will be split 50/50 after payment of accrued interest, and

9) A "Partial Sales” clause which requires that, if a portion of the Property is sold, the net
sales proceeds from such Partial Sale shall be used to reduce the Qutstanding Loan
Bailance.
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B. Valuation
1. Pro Forma Income and Expenses

USF&G’s initial funding of $48,650,000 is anticipated to occur late in the first quarter of 1990,
This initial funding amount represents a cost per square foot of $40.91, which is an
exceptionally low initial basis considering the Property is currently 87% leased and occupied.
Pro forma income and expenses were not prepared on a property by property basis as it was
not appropriate since the properties ar¢ cross collateralized and cross defaulted, however, the
pro forma income and expenses for the Property as a whole are presented in Addendum 2.
The pro forma is based on stabilized occupancy in 1992 which assumes a 12 month lease-up
period or approximately 12,600 square feet per month. This lease-up schedule is considered
very conservative as the average absorption to date in the Property has been approximately
68,500 square fect per month. The economic projections assume a 5.0% vacancy factor in years
two through ten. The projections further assume that leases rollover at an ceffective rental rate
which is 13.0% less than the nominal or face rate for that particular tenant, and that 70% of
the existing tenants will renew their leases upon expiration (see Exhibit V-1B2 for the Park
100 rent roll). The indicated debt coverage ratio upon stabilization is 1.08, and the projected
pay rate in year two exceeds the scheduled pay rate of 9.0% in year two by a comfortable
margin (50 basis points), whereby reducing the risk of default through excessive accruals.

2. Preliminary Valuation Analysis

The preliminary value estimate for Park 100 of $9.870,000 indicates a loan-to-value ratio of
72.8% at initial funding and 78.0% at stabilization (see Exhibits V-2B2 through V-6B2).
Additionally, Advisors estimates the value of the Property to range from $58,650,000 to
$60,750,000 based on the Preliminary Valuation Analysis for the Portfolio (see Addendum 3).
The market value appraisal contingency, which requires an MAI market value appraisal of
$59,250,000 assuming stabilized occupancy, and an "as is" value of $354,660,000 upon initial
funding, insures USF&G of an 89% loan-to-value ratio both at funding and upon stabilized
occupancy. Advisors’ preliminary value estimate of $60,500,000 indicates a loan-to-value ratio
of 80.4% at initial funding and 87.4% at stabilized occupancy based on a ten year discounted
cash flow analysis assuming a 12% discount rate.

C. Annual Refurns
The annual cash flow projections are based on the assumptions in the cash flow summaries
for all four properties. The cash flow summary for Park 100 is attached as Exhibit V-7B2, and
the Portfolio cash flow summary is attached as Addendum 4. The cash flows contributing to
USF&G’s annual return on the Portfolio are as follows:

Most Likelvy Scepario

Year 2 Year 6 Year 10
Pebt Service $4,804,065 $5,082,899 $5,020,750
Plus: Additional Interest 0 213,773 773,405
Equals: Total Cash Flow to USF&G $4,804,065 $5,296,671 $5,794,153
Divided by: OQutstanding Loan Balance 53,378,500 52,906,737 52,850,000
Equals: USF&G’s Annual Cash Return: 9.0% 10.0% 11.0%

Duke Associates guarantees to fund all negative cash flow after depletion or total
disbursement of the $2,000,000 interest reserve holdback. All cash flow remaining after
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payment of USF&G’s debt service, and accrued and unpaid interest, will be split 50/50
between USF&G and Duke,

D. Sales Proceeds

Net sales proceeds will be split 50/50 after repayment of USF&G’s Outstanding Loan Balance,
subject to USF&G receiving its 11.5% internal rate of return. The Minimum Additional
Interest clause provides that Duke’s sales proceeds are subordinate to USF&G receiving its
11.5% internal rate of return, up to 100% of the net sales proceeds. USF&G’s Outstanding
Loan Balance at the end of the ten year holding period is estimated to be $52,850,000 and
USF&G’s cash proceeds from sale are estimated to be $17,521,122 (representing 50% of the net
sales proceeds to split).

E. Yield Analysis

The estimated nominal yield or internal rate of return on USF&G’s invested capital is 11.8%,
representing a real or inflation adjusted return of 6.8%. USF&G’s estimated nominal yield is
comprised of the following components:

1) Annual debt service payments;

2) Additional interest from operations;

3) Additional interest from sale (including Minimum Additional Interest, if applicable),
and

4) USF&G’s Outstanding Loan Balance (including accrued and unpaid interest).

The sensitivity of USF&G’s internal rate of return to changes in inflation and terminal
capitalization rates is presented in Addendum 5 for the Portfolio. Due to USF&G Minimum
Additional Interest clause, USF&G’s nominal yield only falls below 11.5% under the worst
scenario in the most conservative case.

F. Risks

The major risks in this investment are (a) market risk (b) default risk and (c) operational risk.
Market risks are present in any real estate transaction, however, the market risks in this
investment are believed to be minimal due to the following conditions and structural
precautions:

1) The Property is currently 87% leased and occupied with long-term, credit tenants;

2) The Property has been conservatively underwritten to allow an average of 13%
concessions upon tenant renewal, and average concessions of 13% to new tenants leasing
vacant space. To the extent concessions are less than the above mentioned levels, the
market risk is reduced, and to the extent concessions are greater than 13%, USF&G is
somewhat protected by the Minimum Additional Interest clause,

3) The markets in question are relatively strong industrial markets, and Duke is the
predominant developer in two of the three markets (Indianapolis and Cincinnati);

4) The market value appraisal contingency insures USF&G at least an 89% loan-to-value
ratio; and

5) USF&G's proposed loan amount of $52,850,000 represents Duke’s cost of construction
plus approximately 1% developer’s profit (plus any cost savings realized from the
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holdbacks). USF&G’s low basis in a significantly leased development further reduces
the market risks associated with this investment.

The default risk occurs if either the Borrower is unable to make debt service payments or if
the Qutstanding Loan Balance exceeds the Property value as a result of the accrual feature of
the loan. The default risk is addressed as follows:

1) A $2,000,000 interest reserve holdback to be disbursed monthly to cover negative cash
flow. Actual negative cash flow is projected to be $1,264,623 under the most likely
scenario;

2) A $2,200,000 holdback for first generation tenant improvements and leasing
commissions to be disbursed by USF&G as tenant improvements are completed, and as
leasing commissions are paid;

3) A 24 month Negative Cash Flow Guarantee from Duke Associates;

4) The pay rate mechanism protects USF&G against excessive accrual in that debt service
payments are the greater of net operating income or the scheduled pay rate, not to
exceed 9.5%; and

5) The annual appraisal contingency enables USF&G to call the loan if Duke fails to
either (a) pay debt service at the interest rate (9.5%), or (b) pay down the Qutstanding
Loan Balance to a point which provides USF&G with a loan-to-value ratio of at least
935%.

The operational risk in this investment is considered to be minimal. Management and leasing
will be provided by Duke Associates who has developed, leased and manages over 15 million
square feet of industrial space. Duke has a very high tenant renewal percentage in its
buildings which is indicative of a good management and leasing team. Duke is the
predominant developer in two of the three regions in question, Indianapolis and Cincinnati,
which is evidenced by Duke’s annual absorption of nearly 3.5 million square feet per year for
the past three years. USF&G has the right to review and approve all leases which differ from
the standard lease form, and the right to review and approve all operating and capital budgets
for the Property.

C. World Park -- Cincinnati, Ohio
II. The Property
A. Location

Cincinnati is in the southwestern portion of Ohio, bordered by Indiana and Kentucky.
Because of its central location and proximity to other major cities and states, Cincinnati is a
major transportation hub. The meandering Ohio River separates Cincinnati from northern
Kentucky, forming not only a physical barrier, but an economic barrier for much commercial
development. In addition to Interstate 275 (Cincinnati’s outer beltway), the city is served by
Interstate 75, which runs north to the Canadian border and south to central Florida; Interstate
71, which runs north to Cleveland, and south to Louisville; Interstate 74, which runs west to
Indianapolis and Iilinois; and Route 50 which runs east/west from Maryland to Utah. World
Park is in northern Cincinnati at the intersection of Interstate 75 and Crescentville Road, just
north of Interstate 275 (see Exhibit II-1C).
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B. Access

World Park is approximately 15 minutes north of downtown Cincinnati, and 25 minutes north
of the Greater Cincinnati Airport, which is located in northern Kentucky. World Park is
situated just outside the beltway (Interstate 275) with excellent visibility, and frontage along
both Interstate 75, and the Norfolk and Western Railroad (see Exhibit 1I-2C). When accessing
World Park from Interstate 275, take Route 747 north, and either Duff Drive (currently under
construction) or Crescentville Road east to International Drive (See Exhibit I1-3C).

C. Neighborhood

World Park is near the intersection of Interstate 75 and Interstate 275 in the northwest section
of Cincinnati. This region has experienced the vast majority of new industrial development
over the past five years. With World Park’s convenient access to the highway system and
nearby labor pool, this park should continue to lead the area in new development, World Park
is 1-1/2 miles north of over one million square feet of Cincinnati’s finest retail space, eight
hotels and numerous restaurants, ranging from fast food to fine dining. Additionally, the area
includes four health clubs, five golf courses and numerous movie theatres. World Park is
bordered on the south by Crescentville Road, on the west by freestanding industrial buildings,
on the north by a golf course and a tract of vacant land owned by Duke for future
development, and on the east by I-75 and the Norfolk and Western Railroad (see Exhibit II-
4C).

D. The Site

World Park Business Center consists of approximately 185 acres. Duke has an option to
purchase an additional 115 acres north of the park. Buildings 8,9, 11, 14 and 16, the subject
property, were built on 42,9 acres as follows: 13.2 acres at Building 8; 4.76 acres at Building
9: 8.99 acres at Building 11; 8.91 acres at Building 14; and 7.01 acres at Building 16. The site
is generally flat at the southern portion of International Drive with a gradual incline from
Duff Drive to the northern most portion of the park. The site has good ingress and egress
from both International Drive at Crescentville Road and Duff Drive at Route 747.
Additionally, the site is served by a spur of the Norfolk and Western Railroad (see Exhibit II-
5C). Parking for World Park is provided by 580 surface parking spaces as follows: 79 parking
spaces at Building 8; 138 parking spaces at Building 9; 130 parking spaces at Building 11; 115
parking spaces at Building 14; and 114 parking spaces at Building 16.

E. Improvements

World Park Business Center is an existing, partially built-out industrial park on 185 acres with
18 existing buildings totaling over one¢ million square feet. Buildings 8,9, 11, 14, and 16 make
up the World Park portion of the Property. World Park contains 606,800 square feet of space
on 42.9 acres. Buildings 8, 11, 14 and 16 are warchouse/distribution facilities, and Building
9 is an office/showroom building.

Building 8 is a 192,000 square foot, rectangularly shaped warehouse/distribution building
which is 600-feet wide and 320-feet deep. This building hasa 24-foot clear ceiling height with
25 dock-height, front loading doors, and 12 personnel entrances. Construction consists of
precast concrete wall panels on a 6" concrete slab on grade foundation over spread footings,

.

and steel columns and joist roof framing with rigid roof insulation.

Building 9 is a 58,800 square foot, rectangularly shaped office/showroom building which is
100-feet deep with 20 and 40-foot bay widths. This building has a 12-foot clear ceiling height
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with ten rear loading dock-height and drive-in doors, and 36 personnel entrances. The exterior
of the building is brick and block with painted block in the rear. The foundation isa 4°
concrete slab on grade with load bearing walls, steel columns and joist roof framing with rigid
roof insulation.

Building 1! is a 96,000 square foot, rectangularly shaped warehouse/distribution building
which is 600-feet wide and 160-feet deep. This building has a 20-foot clear ceiling height with
18 dock-height, rear loading doors, and 16 personnel entrances. Construction of Buildings 11,
14, and 16 are similar in construction to Building 8 above.

Building 14 is a 166,400 square foot, rectangularly shaped warchouse/distribution building
which is 520-feet wide and 320-feet deep. This building has a 24-foot clear ceiling height with
42 dock-height, front loading doors, and 13 personnel entrances.

Building 16 is a 93,600 square foot, rectangularly shaped warchouse/distribution building
which is 520-feet wide and 180-feet deep. This building hasa 24-foot clear ceiling height with
26 dock-height, rear loading doors, and 14 personnel entrances. Building photographs and
floor plans for World Park, Buildings 8, 9, 11, 14, and 16 are attached as Exhibits II-6C and
I1-7C, respectively.

¥. Sources and Uses of Funds

The sources and uses of funds statement for World Park is presented in Exhibit II-8C. The
loan amount for World Park is $22,350,000 or $36.83 per square foot (42.3% of the total loan
amount for the Property). The existing construction loan on World Park is $16,582,993 or
$27.33 per square foot. Duke’s return of capital is $2,598,632 or $4.28 per square foot. The
balance of the $22,350,000 loan will be distributed to Duke from holdbacks for tenant
improvements, interest reserve, or developer’s deferred profit.

I11. The Market Overview
A. Introduction

The Cincinnati MSA encompasses a three-state, eight-county region with four counties in Ohio,
three counties in Kentucky, and one county in Indianapolis, The Ohio counties include
Hamilton County, of which Cincinnati is a part; Butler County to the north, in which World
Park is located; Warren County to the northeast; and Clermont County to the cast. The
Kentucky counties include Campbell County to the cast; and Kenton and Boone Counties to
the west which is where the Greater Cincinnati International Airport is located. Deerborn
County is in Indiana, due west of Hamilton County, Cincinnati’s population ranks 32nd in the
nation; 27th as a metropolitan area, and 20th in the nation as a consolidated area with an
estimated 1990 population of 1.7 million, up 2.5% from the 1980 census of 1.66 million. The
total labor force in Cincinnati as of 1988 was 762,700 with an unemployment rate of 5.1% and
declining. The employment base has shifted in recent years from the manufacturing sector
as the dominant force to the trade and service sectors as the predominant sectors, with
manufacturing and government following (see Exhibit III-1C).

B. The Cincinnati Industrial Market

The overall Cincinnati industrial market contains over 185 million square feet with an overall
vacancy of 4.7%, however, this report addresses only the Cincinnati suburban business park
market consisting of five regions including the Tri-County area, Milford, Loveland, Blue Ash,
and Beechmont. The total square footage in this five-region area as of 1989 was approximately
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3.9 million square feet with approximately 1.2 million square feet available for lease (see
Exhibit ITI-2C). World Park is in the Tri-County submarket which is by far the largest of the
five regions with nearly 2.5 million square feet. The Tri-County submarket consists of five
separate smaller submarkets (see Exhibits I11-3C and I11-4C). The historical construction and
absorption rates for World Park Business Center are presented in Exhibit II11-5C. When Duke
purchased World Park in 1987 from Corporex, they sold five existing buildings near the
entrance of the park totaling 500,000 square feet. In 1987, Duke developed Buildings 5, 6, and
7 totaling 246,000 square feet out of which 234,000 square feet was leased in 1987, Throughout
1988 and early 1989, Duke developed Buildings 8, 9, 11, 14, and 16 (World Park) which is
currently 86% leased (524,000 square feet leased out of 606,800 square feet). Also in 1989,
Duke developed Buildings 15 and 25 totaling 298,400 square fect, and no further construction
is planned for 1990. Duke sold ten acres to Kraft Foods in 1988 who is building a 100,000
square foot facility, and in 1989, Duke sold ten acres to Boise Cascade to build a 100,000
square foot facility. Both buildings will be 100% occupied by the respective users. Cincinnati
has had a strong industrial market throughout the 80’s, with the highest vacancy rate reaching
only 4.3% in 1981 (sce Exhibit III-6C).

C. Competitive Property Survey

The competitive property survey and corresponding map is presented in Exhibit II1-7C and
111-8C, respectively. The competitive properties contain a total of 6,143,312 square feet with
approximately 1.1 million square feet available for lease. Of the 1.1 million square feet
available, 755,300 square feet (64% of the vacancy) is located in four parks. Building 8 at
World Park is 100% leased at an average effective rent of $3.15 per square foot, and an average
lease term of 69 months. Building 9 is currently 41% leased at an average effective rent of
$6.47 per square foot, and an average lease term of 55 months. Building 11 is currently 50%
leased at an average effective rent of $4.89 per square foot, and an average lease term of 90
months. Buildings 14 and 16 are both 100% leased to McDowell Packaging and Supply
Company at an average lease term of 99 months with approximately 95 months remaining.

1V. The Borrower/Developer
A. Introduction

Duke Associates is an Indianapolis-based private real estate firm which develops, manages, and
leases commercial real estate projects throughout a six-region territory in the Midwest. Duke
Associates operates through "Development Companies” and "Operating Companies” (see Exhibit
IV-1C). The Development Companies consist of approximately 80 separate partnerships, each
the owner/developer of a Duke project which may be a freestanding building, a shopping
center, an industrial or office park, or a mixed-use development. The Operating Companies
are separate corporations that provide the development, construction, telecommunications,
management and leasing services to the various Development Companies. Since the firm’s
inception in 1972, Duke Associates has developed over 25 million square feet of industrial,
office and retail space valued in excess of $2 billion (see Exhibit IV-2C). Duke’s average
annual construction volume for the past three years was $250 million, and in 1988, Duke
constructed over 3.5 million square feet of commercial properties. The firm currently employs
approximately 200 professionals with offices in Indianapolis, Indiana {headquarters);
Cincinnati, and Columbus, Ohio; Detroit, Michigan; Nashville, Tennessee; and Decatur, llinois.

The "Partners" of Duke Associates are those persons who are active in the management of the
company, partners of the Development Companies, and share in the ownership of the
Operating Companies. The Partners of the Operating Companies share in the ownership of the
Development Companies in proportion to their respective ownership in the Operating
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Companies. The Operating Companies and the services that each provide to the Development
Companies are as follows:

*  Duke Construction Management, Inc. -- Provides construction management services to
the Development Companies.

* Duke Management Company, Inc. -- Provides property management services to the
Development Companies and to institutional investors for properties which Duke

developed.

* Duke Realty Corporation -- Provides brokerage and leasing services to the Development
Companies and to institutional investors for properties which Duke developed.

*

IT1/Duke -~ Provides telecommunication technology and services to tenants in all of
Duke’s projects.

Each Operating Company charges fees and commissions to the Development Companies for
services rendered. With the exception of the retail group, the Development Companies of Duke
are directed by general managers for each geographic location. The retail group has a separate
general manager who is responsible solely for retail projects at all geographic locations. The
general managers of Duke report to the firms Chief Operating Officer (COO), who is
responsible for the company’s day-to-day operations. Each of the Operating Companies has
its own administrative structure with its own Chief Operating Officer, who reports to the COO
of the company. Accounting and budgeting services are provided to all of the Operating and
Development Companies by an in-house staff of 40 personnel under the direction of the
company’s treasurer. Duke also has its own in-house legal staff consisting of two attorneys
and a paralegal. Biographical sketches of Duke’s senior management are presented in Exhibit
IV-3C, and a portfolio listing of Duke’s properties is presented in Exhibits IV-4C through
IV-6C.

B. Borrowing Entity

The World Park portion of this transaction involves five buildings in the World Park Business
Park. The borrowing entity for World Park is Duke Associates #46 an Cincinnati limited
partnership whose partners are John W. Wynne, Thomas L. Hefner, Darell E. Zink, and Daniel
Staton.

USF&G’s loan securing each property will be cross collateralized and cross defaulted with each
other with the exception that a default in the loans relating to Haywood Oaks, Hilisdale and
World Park will not cause a default in the loan relating to Park 100, and that Park 100 will
not be pledged as security for the other three loans. Park 100 is currently owned by a
partnership consisting of Duke Associates and an institutional investor, while the other three
parks are 100% owned by various limited partnerships consisting solely of Duke Associates’
personnel.

V. The Risk and Return
A. Introduction
The proposed investment for World Park is a participating first mortgage in the amount of
$22,300,000. However, the Portfolio is structured as two loans; one loan covers Haywood Oaks,

Hillsdale and World Park, and the other covers Park 100 (see Addendum I for the sources and
uses of funds on the Property). The term "loan" may be used throughout this report when
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referring to an individual property, a group of properties, or the overall Portfolio, as
appropriate. The proposed loan term is ten years with a five year call option, and a five year
prepayment prohibition, The significant features of the loan (on the Portfolio) arc as follows:

1) A holdback for first generation tenant improvements and leasing commissions in the
amount of $2,200,000 to be disbursed as tenant improvements are completed and leasing
commissions are paid;

2) An interest reserve holdback for $2,000,000 to be disbursed monthly to cover negative
cash flow, to be completely disbursed upon the carlier of (a) breakeven for three
consecutive months, or (b) twenty-four months from USF&G’s initial funding;

3) An interest rate of 9.5% and a pay rate schedule as follows:
Year ] -- greater of 8.5% or net operating income, not to exceed 9.5%
Year 2 -- greater of 9.0% or net operating income, not to exceed 9.5%
Years 3-10 -- 9.5%;

4) A 24 month "Negative Cash Flow Guarantee" from Duke Associates;

5) A market value appraisal contingency insuring USF&G an 89% loan-to-value ratio on
an "as is" basis at initial funding, and an 89% loan-to-value ratio based on stabilized
occupancy,

6) An annual appraisal contingency which permits USF&G to call the loan due and
payable if Duke fails to pay down the accrual wherein producing a loan-to-value ratio
of at least 95%;

7) A "Minimum Additional Interest" clause which insures USF&G an 11.5% internal rate
of return up to 100% of net sales proceeds;

8) To the extent there is accrued and unpaid interest, 100% of the net cash flow will be
paid to USF&G, and will be split 50/50 after payment of accrued interest, and

9) A “"Partial Sales" clause which requires that, if a portion of the Property is sold, the net
sales proceeds from such Partial Sale shall be used to reduce the Outstanding Loan
Balance.

B. Valuation
1. Pro Forma Income and Expenses

USF&G’s initial funding of $48.650,000 is anticipated to occur late in the first quarter of 1990.
This initial funding amount represents a cost per square foot of $40.91, which is an
exceptionally low initial basis considering the Property is currently 87% leased and occupied.
Pro forma income and expenses were not prepared on a property by property basis as it was
not appropriate since the properties are cross collateralized and cross defaulted, however, the
pro forma income and expenses for the Property as a whole are presented in Addendum 2.
The pro forma is based on stabilized occupancy in 1992 which assumes 2 12 month lease-up
period or approximately 12,600 square feet per month. This lease-up schedule is considered
very conservative as the average absorption to date in the Property has been approximately
68,500 square feet per month, The economic projections assume a 5.0% vacancy factor in years
two through ten. The projections further assume that leases rollover atan effective rental rate
which is 13.0% less than the nominal or face rate for that particular tenant, and that 70% of
the existing tenants will renew their leases upon expiration (see Exhibit V-IC for the World
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Park rent roll). The indicated debt coverage ratio upon stabilization is 1.08, and the projected
pay rate in year two exceeds the scheduled pay rate of 9.0% in year two by a comfortable
margin (50 basis points), whereby reducing the risk of default through excessive accruals.

2. Preliminary Valuation Analysis

The preliminary value estimate for World Park of $23,560,000 indicates a loan-to-value ratio
of 84.3% at initial funding and 94.9% at stabilization (see Exhibits V-2C through V-6C).
Additionally, Advisors estimates the value of the Property to range from $58,650,000 to
$60,750,000 based on the Preliminary Valuation Analysis for the Portfolio (se¢ Addendum 3).
The market value appraisal contingency, which requires an MAI market value appraisal of
$59,250,000 assuming stabilized occupancy, and an "as is" value of $54,660,000 upon initial
funding, insures USF&G of an 89% loan-to-value ratio both at funding and upon stabilized
occupancy. Advisors’ preliminary value estimate of $60,500,000 indicates a loan-to-value ratio
of 80.4% at initial funding and 87.4% at stabilized occupancy based on a ten year discounted
cash flow analysis assuming a 12% discount rate.

C. Annual Returns
The annual cash flow projections are based on the assumptions in the cash flow summaries
for all four properties. The cash flow summary for World Park is attached as Exhibit V-7C,

and the Portfolio cash flow summary is attached as Addendum 4, The cash flows contributing
to USF&G’s annual return on the Portfolio are as follows:

Most Likely Scenario

Year 2 Year 6 Year 10
Debt Service $4,804,063 £5,082,899 $5,020,750
Plus: Additional Interest 0 213,773 773,405
Equals: Total Cash Flow to USF&G $4,804,065 $5,296,671 $5,794,155
Divided by: Outstanding Loan Balance 53,378,500 52,906,757 52,850,000
Equals: USF&G's Annual Cash Return: 9.0% 10.0% 11.0%

Duke Associates guarantees to fund all negative cash flow after depletion or total
disbursement of the $2,000,000 interest reserve holdback. All cash flow remaining after
payment of USF&G’s debt service, and accrued and unpaid interest, will be split 50/50
between USF&G and Duke,

D. Sales Proceeds

Net sales proceeds will be split 50/50 after repayment of USF&G’s Outstanding Loan Balance,
subject to USF&G receiving its 11.5% internal rate of return. The Minimum Additional
Interest clause provides that Duke’s sales proceeds are subordinate to USF&G receiving its
11.5% internal rate of return, up to 100% of the net sales proceeds. USF&G's Qutstanding
Loan Balance at the end of the ten year holding period is estimated to be $52,850,000 and
USF&G’s cash proceeds from sale are estimated to be $17,521,122 (representing 50% of the net
sales proceeds to split).

E, Yield Analysis

The estimated nominal yield or internal rate of return on USF&G’s invested capital is 11.8%,
representing a real or inflation adjusted return of 6.8%. USF&G's estimated nominal yield is
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comprised of the following components:

1)
2)
3)

4)

Annual debt service payments;

Additional interest from operations;

Additional interest from sale (including Minimum Additional Interest, if applicable),
and

USF&G's Outstanding Loan Balance (including accrued and unpaid interest).

The sensitivity of USF&G’s internal rate of return to changes in inflation and terminal
capitalization rates is presented in Addendum 5 for the Portfolio. Due to USF&G Minimum
Additional Interest clause, USF&G’s nominal yield only falls below 11.5% under the worst
scenario in the most conservative case.

F. Risks

The major risks in this investment are (a) market risk (b) default risk and (c) operational risk.
Market risks are present in any real estate transaction, however, the market risks in this
investment are believed to be minimal due to the following conditions and structural
precautions:

1)
2)

3)

4)

3)

The Property is currently 87% leased and occupied with long-term, credit tenants;

The Property has been conservatively underwritten to allow an average of 13%
concessions upon tenant renewal, and average concessions of 13% to new tenants leasing
vacant space. To the extent concessions are less than the above mentioned levels, the
market risk is reduced, and to the extent concessions are greater than 13%, USF&G is
somewhat protected by the Minimum Additional Interest clause;

The markets in question are relatively strong industrial markets, and Duke is the
predominant developer in two of the three markets (Indianapolis and Cincinnati);,

The market value appraisal contingency insures USF&G at least an 89% loan-to-value
ratio; and

USF&G’s proposed loan amount of $52,850,000 represents Duke’s cost of construction
plus approximately 1% developer’s profit (plus any cost savings realized from the
holdbacks). USF&G’s low basis in a significantly leased development further reduces
the market risks associated with this investment.

The default risk occurs if either the Borrower is unable to make debt service payments or if
the Outstanding Loan Balance exceeds the Property value as a result of the accrual feature of
the foan. The default risk is addressed as follows:

b

2)

3)

A $2,000,000 interest reserve holdback to be disbursed monthly to cover negative cash
flow. Actual negative cash flow is projected to be $1,264,623 under the most likely
scenario;

A $2,200,000 holdback for first generation tenant improvements and leasing
commissions to be disbursed by USF&G as tenant improvements are completed, and as
leasing commissions are paid;

A 24 month Negative Cash Flow Guarantee from Duke Associates;
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4) The pay rate mechanism protects USF&G against excessive accrual in that debt service
payments are the greater of net operating income or the scheduled pay rate, not to
exceed 9.5%; and

5) The annual appraisal contingency enables USF&G to call the loan if Duke fails to
either (a) pay debt service at the interest rate (9.5%), or (b) pay down the Outstanding
Loan Balance to a point which provides USF&G with a loan-to-value ratio of at least
95%.,

The operational risk in this investment is considered to be minimal. Management and leasing
will be provided by Duke Associates who has developed, leased and manages over 15 million
square feet of industrial space. Duke has a very high tenant renewal percentage in its
buildings which is indicative of a good management and leasing team. Duke is the
predominant developer in two of the three regions in question, Indianapolis and Cincinnati,
which is evidenced by Duke’s annual absorption of nearly 3.5 million square feet per year for
the past three years, USF&G has the right to review and approve all leases which differ from
the standard lease form, and the right to review and approve all operating and capital budgets
for the Property.

VI. Portfolio Conclusion and Recommendation

The Property consists of four existing industrial parks, each significantly leased to long-
term, credit tenants. Of the total 1,189,214 square feet, approximately 1,037,000 square feet
is currently leased and occupied, leaving approximately 152,000 square feet to be leased. The
economic condition of the three regions (i.e. employment and population growth, and economic
diversification) is very good as evidenced in the "Market" sections of this report. The
properties are well located within their respective regions, all with excellent access and
visibility from the interstate freeways. The total loan amount for the Property is $52,850,000
or $44.44 per square foot. The existing construction loans total $41,123,981 or $34.58 per
square foot. Duke's return of capital is $5,944,011 or $5.00 per square foot. The balance of
the loan will be distributed to Duke from holdbacks for tenant improvements, interest reserve,
or deferred developer’s profit. USF&G’s initial funding of $48,650,000 or $40.91 per square
foot is anticipated to occur late in the first quarter of 1990. The preliminary value estimate
for the Property of $60,500,000 indicates loan-to-value ratio of 80.4% upon initial funding and
87.4% upon stabilization. The Property will be aggressively leased and managed by Duke
Associates, a strong regional developer exhibiting market domination in two of the three
markets. The 11.8% anticipated nominal yield with the 11.5% Minimum Additional Interest
clause is considered adequate for this investment considering the low amount of risk involved,
Therefore, USF&G Realty Advisors recommends that the Realty Investment Approval
Committee, and the Real Estate Investment Committee for the United States Fidelity and
Guaranty Company approve the issuance of a commitment for a $52,850,000 participating
first mortgage under the terms and conditions outlined in Exhibit I-1.

If you have any questions or if you would like to discuss this investment further, please call
me or Dan Kohlhepp at 752-3300.
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Exhibit I-1
Application Letter

Realty Advisors, Inc.

PQUITABLE BANK CENTER TOWER I

100 SOUTH CHARLES STREET

SUITE 1100

BALTIMORE, MARYLAND 21201

PHONE: 301-752-3300
FAX: 301-752-3366

January 16, 1990

Mr. Darell E, Zink, JIr.

Duke Associates

888 Keystone Crossing, Suite 1200
Indianapolis, Indiana 46240

Re: Haywood Oaks Technecenter--Nashville, Tennessee
Hillsdale Technecenter--Indianapolis, Indiana
Park 100 Business Park--Indianapolis, Indiana
World Park--Cincinnati, Ohio

Dear Gene,

This letter summarizes the terms in which USF&G Realty Advisors is prepared to
recommend - to its client’s Investment Committee that it authorize the issuance of a
Commitment for a participating first mortgage loan ("Loan") on the properties described below.

Property:

Haywood Qaks Technecenter -- Buildings 2. 3. 4 & 5

Building 2: 50,400 square foot warchouse/distribution building with a
16-foot clear ceiling height, a 120-foot bay depth, and 40-foot bay widths.
The building has 11 dock-height, rear loading doors and 8 personnel
entrances,

Building 3: 52,800 square foot warehouse/distribution building with an
18-foot clear ceiling height, a 120-foot bay depth, and 40-foot bay widths.
The building has 10 dock-height, rear loading doors and 8 personnel
entrances.

Building 4: 46,800 square foot office/showroom building with a 14-
foot clear ceiling height, a 90-foot bay depth, and 30, 40, and 50-foot bay
widths. The building has 15 drive-in, rear loading doors and 16 personnel
entrances.

Building 5: 60,300 square foot office/showroom building with 12-foot
clear ceiling height, a 90 foot bay depth, and 30, 40, and 50-foot bay
width. The building has 16 drive-in, rear loading doors and 16 personnel
entrances.

Hillsdale Technecenter -- Buildings 4, 5 & 6

Building 4: 73,874 square foot office/showroom building with a 12-
foot clear ceiling height, 80 and 120-foot bay depths, and 40-foot bay
widths. The building has 10 drive-in, rear loading doors and 8 personnel
entrances.

Building 5: 67,500 square foot office/showroom building with a 14-
foot clear ceiling height, a 90-foot bay depth, and 40-foot bay widths,
The building has 25 drive-in, rear loading doors and 27 personnel
entrances.

A Company of USF&G Asset Management
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Personal
Property:

Building 6: 64,000 square foot warchouse/distribution building with a
20-foot clear ceiling height, a 120-foot bay depth, and 40-foot bay widths.
The building has 5 dock-height, rear loading doors and 11 personnel
entrances.

Park 100 Business Park -~ Buildings 79, 80 & 118

Building 79: 65,520 square foot warchouse/distribution building with a
18-foot clear ceiling height, a 110-foot bay depth, and 30, 40, and 50-
foot bay widths. The building has 16 dock-height, rear loading doorsand
22 personnel entrances.

Building 80: 65,520 square foot warehouse/distribution building with an
16-foot clear ceiling height, a 110-foot bay depth, and 30, 40, and 50-
foot bay widths. The building has 17 dock-height, rear loading doors and
24 personnel entrances. :

Building 118: 35,700 square foot office building with a 13-foot clear
ceiling height.

World Park -- Buildings 8, 9, 11, 14 & 16

Building 8: 192,000 square foot warehouse/distribution building with a
24-foot clear ceiling height, a 320-foot bay depth, and 40-foot bay widths.
The building has 25 dock-height, front loading doors and 12 personnel
entrances.

Building 9: 58,800 square foot office/showroom building with a 12-
foot clear ceiling height, a 100-foot bay depth, and 20, and 40-foot bay
widths. The building has 8 dock-height and 10 drive-in, rear doors and
36 personnel entrances, :

Building 11: 96,000 square foot warchouse/distribution building with a
20-foot clear ceiling height, a 160-foot bay depth, and 40-foot bay widths.
The building has 18 dock-height, rear loading doors and 16 personnel
entrances. '

Building 14: 166,400 square foot warehouse/distribution building with
a 24-foot clear ceiling height, a 320-foot bay depth, and 40-foot bay
widths. The building has a 42 dock-height, front loading doors and 13
personnel enfrances. .

Building 16: 93,600 square foot warehouse/distribution building with a
24-foot clear ceiling height, a 180-foot bay depth, and 40-foot bay widths,
The building has 26 dock-height, rear loading doors and 14 personnel
entrances.

All personal property owned by Borrower and used in connection with
the Property will be additional security.
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Location:

Borrower:

Lender:

Loan Amounts:

Interest Rate:

Amortization:

Pay Rate:

Maximuam Accrual:

Haywood Oaks Interstate 24 and Haywood Lane, Nashville,
Tennessee.

Hillsdale

Technecenter 75th Street and Shadeland Avenue, Indianapolis,
Indiana

Park 100 Zionsville Road and West 71st Street, Indianapolis,
Indiana. :

World Park International Drive and Crescentville Road,

Cincinnati, Ohio.

Duke Associates #54 - Haywood Oaks

Phillip R. Duke Associates #41 -- Hillsdale Technecenter
Park 100 Joint Venture -~ Park 100

Duke Associates #46 -- World Park

The above mentioned partnerships shall be defined jointly and severely
as the "Borrower"

USF&G Corporation and/or affiliates ("USF&G")

Haywood Qaks $10,000,000
Hillsdale Technecenter 12,800,000
Park 100 7,700,000
World Park 22.350.000
Total for all Loans: $52,850,000

9.5% compounded monthly. The interest rate shall be applied to the
outstanding loan balance. The term "Outstanding Loan Balance" shall
mean Initial Funding (defined below) plus accrued and unpaid interest.

Not applicable. Interest only.

The pay rate shall be applied to the Outstanding Loan Balance. The pay
rate will be as follows:

Loan Year Pav Rate

i Greater of 8.5% or net operating income not to exceed 9.5%
2 Greater of 9.0% or net operating income not to exceed 9.5%
3-10 9.5%

After payment of interest at the pay rate, 100% of Net Cash Flow
(defined below) will be paid to Lender to of fset any accrued but unpaid
interest.

Interest may accrue on the Loans unless the loan to value ratio exceeds .
95%, wherein, Borrower must either (1) pay debt service at the interest

rate (9.5%) or (2) pay down the Outstanding Loan Balance. The loan to

value ratio shall be determined annually (after the lease-up period) based

on an appraisal to be performed by an MAI-designated appraiser

acceptable to USF&G (annual appraisals will be considered an approved

operating expense).
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Term:

Call Option:

Prepayment:

Recourse:

Commitment Fee:

Initial Funding:

Holdbacks:

A. Holdback for 1st
Generation Tenant
Improvements and
Leasing
Commissions:

10 Years

UUSF&G shall have the option to call the Loans any time after the fifth
year. USF&G shall give Borrower 180 days prior written notice of its
intent to call the Loans. No Prepayment Fee or Mortgage Yield
Maintenance Fee will be charged after the fifth year, Notwithstanding
the above, if an annual appraisal indicates a loan to value ratio in excess
of 95% in any year and Borrower does not exercise one of the above
mentioned options, then Lender shall have the option to call the Loans
due and payable.

* No prepayment allowed before the fifth anniversary of Initial
Funding.
* If the Loans are prepaid prior to the fifth year due to default,

there will be a prepayment penalty equal to the greater of 10% of
the Qutstanding Loan Balance or the Mortgage Yield Maintenance
Fee (see calculation provided in Exhibit A) plus 50% of the
difference between the appraised value {as determined by an MAI-
designated appraiser) and the Outstanding Loan Balance.

Borrower shall pay all negative cash flow during the first twenty-four
{24) months from Initial Funding (the "Operating Deficit Guarantee
Period"). The term "Negative Cash Flow" shall mean the sum of (a)
annual interest payments on the Loans and (b) approved annual operating
and capital expenses for the Property, in excess of (¢c) Actual Gross
Collected Income from operation of the Property. Otherwise, the Loans
will be non-recourse to the Borrower and its partners.

$528,500 in cash which is earned upon acceptance of the Commitment,
and paid upon closing.

Haywood Oaks $9,133,917
Hillsdale Technecenter 12,071,505
Park 100 7,127,103
World Park 20,317,475
Total: $48,650,000

Up to $2,200,000; disbursed for actual costs for first generation tenant
tmprovements and leasing commissions. This holdback will be disbursed
on a lease-by-lease basis as tenant improvements are completed for
approved leases and as leasing commissions are paid pursuant to such
leases.



Darell E. Zink, Jr.
January 16, 1990
Page 5

B. Interest Reserve:

Additional Interest:

A. Operations:

B. Sale, Refinancing

or Maturity:

Loan Provisions:

A. Leases:

B. Secondary
Financing:

C. Budget
Approvak:

$2,000,000 will be retained by USF&G at Initial Funding and will be
disbursed monthly to cover Negative Cash Flow from operation of the
Property. Funds will be completely disbursed upon 95% Economic
Occupancy calculated in conformity with Exhibit B.

Borrower shall pay USF&G 50% of the annual Net Cash Flow from
operation of the Property after repayment of all previously accrued but
unpaid interest. The term "Net Cash Flow” shall mean the excess of (a)
collected gross income less (b) the sum of (i) actual and approved capital
and operating expenses for the Property and, (ii) interest at the pay rate
on the Outstanding Loan Balance. Additional Interest payments shall be
payable quarterly.

Notwithstanding the above, if at the end of any year the loan to value
ratio is in excess of 95%, USF&G will be entitled to 100% of the Net Cash
Flow, to be used to reduce the Outstanding Loan Balance.

If Borrower sells the Property in a bona fide sale, refinances the
Property, or the maturity date occurs, then Borrower shall pay USF&G
50% of the dif ference between (a) the net sales price for the Property (i.e.
the gross sales price less sales expenses not to exceed 2.0% of the gross
sales price) refinance proceeds, or appraised value (as applicable), over
(b) the Outstanding Loan Balance, provided however, that USF&G’s
yield (IRR) is equal to or greater than 11L.5%. If USF&G’s yield is less
than 11.5%, then USF&G’s Minimum Additional Interest will be increased
to an amount that provides USF&G with a 11.5% yield. See Exhibit C for
the calculation of Minimum Additional Interest. If USF&G’s Minimum
Additional Interest is increased in order to provide USF&G with its 11.5%
yield, then Borrower will receive all remaining net sales proceeds, after
payment to USF&G of its Outstanding Loan Balance and its Minimum
Additional Interest.

The following Loan provisions will be included in USF&G’s Loan
documents.

USF&G shall have the right to review and approve the standard lease
form and all leases for the Property which differ from the standard lease
form.

Secondary financing is not permitted.

During the term of the Loan, Borrower shall submit monthly operating
statements as well as annual operating and capital budgets for the
Property to USF&G for its review and approval.



Darell E, Zink, Jr.

January 16, 1990
Page 6

D. Right of First
Refusal:

E. Accountant:

F. First Right
to Negotiate:

G. Partial Sales:

Contingencies:

A. Economic Due
Diligence:

B. Engincering:

C. Environmental:

D. Committee
Approval:

E. Market YValue
Appraisal:

If Borrower intends to sell or transfer all or any portion of the Property,
it shall first offer that portion of the Property to USF&G.

Borrower will engage an accounting firm satisfactory to USF&G to
perform an annual audit of the Property.

USE&G will be given the first right to negotiate financing on the next
phase of development immediately following the Loans contemplated
herein.

If less than all of the Property is sold in a bona fide sale, 100% of the
proceeds from such partial sale shall be used to reduce the Qutstanding
L.oan Balance.

The Commitment shall include the following contingencies.

The Commitment will be contingent upon USF&G Realty Advisors being
satisfied with the results of its economic due diligence.

Borrower will engage an inspecting engineer to review the plans and
specifications and to perform an "Acquisition Review" of the Property
for submission to USF&G. USF&G reserves the right to review and
approve the scope and substance of the inspection. All costs associated
with the engineering review will be paid by Borrower.

USF&G shall receive an environmental study of the Property by a
reputable engineering or environmental firm approved by USF&G which
demonstrates to USF&G’s reasonable satisfaction that there are no
environmental hazards or hazardous or toxic materials existing upon or
affecting the Property. All costs associated with the environmental study
will be paid by Borrower.

This Application Letter must be approved by USF&G's Real Estate
Investment Committee.

USF&G must receive and approve, in form and substance, the results of
a market value appraisal of the Property from a MAIl-designated
appraiser approved by USF&G stating in the aggregate that the market
value of the Property total is at least $59,250,000 upon stabilized
occupancy. For the purposes of this agreement, USF&G will accept a
"tump sum" valuation for Haywood, Hillsdale and World Park indicating
a market value of at least $50,600,000 and a separate valuation for Park
100 indicating a market value of at least $8,650,000 upon stabilized
occupancy. Additionally, the market value appraisals must indicate an
aggregate value of at least $54,660,000 on an "As Is" basis at Initial
Funding. The cost of the appraisal will be paid by Duke.



Darell E. Zink, Jr.
January 16, 1990
Page 7

E. Title Company
Approval: USF&G reserves the right to review and approve the condition of the
title, title insurance and the property survey. All costs associated with
the title, title insurance and property survey will be paid by Borrower.

G. Closing Costs: All costs associated with the closing of the Loan including USF&G’s
reasonable attorney’s fees will be paid by Borrower.
H. Management
Fees: Duke and Associates (or Lender approved affiliates of Duke) will be the
Property manager and shall be entitled to earn current market
management fees not to exceed 3.0% of Actual Gross Collected Income.
I. Partoership
Documentation: USF&G reserves the right to review and approve all partnership
documents.

J. Financials: USF&G reserves the right to review and approve Borrower’s most recent
corporate financial statement.

K. Cross Collateralization
and Cross Default
Provision: Each Loan will be cross collateralized and cross defaulted with each other
with the exception that a default in the Loans relating to Haywood,
Hillsdale and World Park will not cause a default of Park 100 and that
Park 100 will not be pledged as security for the other three Loans.

If the terms outlined in this letter are acceptable, please sign below and return this letter with
an application fee of $75,000 by January 24, 1990. The Application Fee should be wired to
a custodial account, please call me for wiring instructions. The application fee will be
returned to Borrower (less reasonable and documented out-of-pocket expenses incurred by
USF&G and/or USF&G Realty Advisors) if USF&G does not issue a Commitment according
to the terms outlined in this letter. The application fee will be earned by USF&G upon
issuance of a Commitment according to the terms outlined in this letter and the $528,500 cash
commigfment fee to be paid to USF&G by Borrower will be reduced by $75,000.

¥,

Edward B. Moseley
Vice President

Accepted:




Exhibit A
MORTGAGE YIELD MAINTENANCE FEE CALCULATION
The Mortgage Yield Maintenance Fee at a specific time ("n" years) will be calculated as follows

using a Treasury Note Rate which will be the yield on U.S. Treasury Notes that mature when
the mortgage would have matured, i.e. Notes that mature in 10-n years:

Mortgage Balance in year n
times: Compound Amount of 81, 9.5%. 10-n vears

{A) Compound Amount at Interest Rate

Mortgage Balance in year n

times: Compound Amount of the Treasury Note Rate, 10-n vears
(B) Compound Amount at Treasury Note Rate

(A) Compound Amount at Interest Rate
less: {B) Compound Amount at Treasurv Note Rate

(C) Lost Interest from year n to year 10
times: Present Value of $1. Treasury Note Rate, 10-n vear

equals: (D) Yield Maintenance Fee due at yearn



Exhibit B

EFFECTIVE RENT EXAMPLES

The allowable rent concession is 10% of the total lease payments without the rent concession. Effective rent is

calculated for various types of leases as follows:
EXAMPLE ONE - FLAT LEASE
Assumptions:

Contract Rent: $12.00 PSF/Year

Lease Term: 3 Years
Rent Concession: .5 Year of Free Rent
Calculations:

Rent Concession (.5 Yr. x $12 PSF/Yr)
divided by: Total Rental Payments w/o Concession
(3 Yrs. x $12 PSF/¥r)

equals: Rent Concession Given
less: Allowable Concession
equals: Reduction in Coniract Rent
50 that,
Contract Rent
less: Reduction in Contract: Rent
6.67% x 12,00

EXAMPLE TWO -- STEP UP LEASE
Assumptions:

Contract Rental Rate Year One

Year Two

Year Three

Total Payments
Lease Term: 3 Years
Rent Concession:.5 Year of Free Rent

Calculations:
Rent Concession (.5 x $11 PSF)
divided by: Total Rental Payments w ncession

equals: Rental Concession Given
less: Allowable Concession
equals: Reduction in Contract Rent
so that,
Average Contract Rent *(36/3 Yrs.)
less: Reduction in Contract Rents (312 x 5.28%)
equals: Effective Rental Rate

*

$6.00

36.00
16.67%
10.00%

6.67%

$12.00/PSF/YR

80
$11.20/PSF/YR

$11.00 PSF
$12.00 PSF

$13.00 PSF
$36.00 PSF

$5.50
36.00
15.28%
10.00%
5.28%

$12.00 PSF
63
$11.37 PSF

Average Contract: Rent is based on fixed rent increases over a maximum period of five years.



Exhibit C

CALCULATION OF THE MINIMUM ADDITIONAL INTEREST

AT SALE, REFINANCING OR MATURITY

The Minimum Additional Interest is that amount which must be paid to Lender at sale,
refinancing or maturity so that Lender’s annual yield (IRR) is equal to 11.5%.
The Minimum Additional Interest is calculated as follows:

Lender’s Initial Funding

Present Value of Lender’s Subsequent Fundings @ 11.5%

Present Value of Lender’s Annual Base Interest Payment @ 11.5%
Present Value of Lender’s Annual Additional Interest from Cash Flow
@ 11.5%

Present Value of Any Loan Repayments @ 11.5%

Present Value of the Qutstanding Loan Amount @ 11.5%

Present Value of Minimum Additional Interest
Compound of 1.11.5% to Date of Sale. Refinancing or Maturity

Minimum Additional Interest

If Minimum Additional Interest is greater than 50% of the difference between () the net sales
price for the property (i.e. the gross sales price less sales expenses not to exceed 2% of the
gross sales price) over (b) the Outstanding Loan Balance (less any accrual or unpaid interest),
then the Additional Interest Due shall be the Minimum Additional Interest.



Exhibit II-1A &
Regional Location Map
Haywood Oaks
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Exhibit I11-2A
Site Vicinity Map
Haywood Oaks
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Exhibit TI-3A
Site Access Map

Haywood Oaks
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Exhibit 1I-TA
Floor Plans
Haywood QOaks
Building #2

BUILDING 2

® Size: 3,600-50,400 square feet
u Office Area: As required

® Ceiling Height: 16’ clear

# Column Spacing: 40" x 40’
® Bay Size: 120 x 40

m Floor: 6" reinforced concrete

w Electricity:
480/277 Voit, three phase available

= Heat; Natural gas unit heaters
" m Truck Doors: 8' x 9 (dock high)
= Membrane roofing

w Sprinklered
® Flucrescent lighting




Exhibit 11-7A
Floor Plans
Haywood Qaks
Building #3

BUILDING 3

® Size: 4,800-52,800 square feet
® Office Area: As required

a Ceiling Height: 18" dlear

m Column Spacing: 40' x 40’
® Bay Size: 120" X 40’
m Floor: 6" reinforced concrete

N Electricity:
480/277 volt, three phase available

® Heat: Natural gas unit heaters
u Truck Doors: 8 x 9' (dock high)
& Membrane rocfing

m Sprinkiered
® Fluorescent lighting

[ ee—
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Exhibit [I-7A
Floor Plans
Haywood Oaks
Building #4

BUILDING 4

® Size: 2,250-46,800 square feet
m Office Area: As required

& Ceiling Height: 14° clear

m Column Spacing: 45’ x 30°-50'
W Bay Size: 90’ x 30'-50°

w Floor: 5" reinforced concrete

u Electricity:
480/277 volt, three phase available

w Heat: Natural gas unit heaters

® Truck Doors: 10’ x 10" (drive through)
a Membrane rocfing

m Sprinkiered

m Fluorescent lighting

T MA——
o 40'

s
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Exhibit I1I-7A J l
Floor Plans ol
Haywood Oaks
Building #3
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BUILDING 5

m Size: 2,250-60,300 square feet
= Office Area: As required

m Ceiling Height: 12’ clear

& Coiumn Spacing: 45’ x 30'-50’
& Bay Size: 90’ x 30°-50

a Floor: 5" reinforced concrete

m Electricity:
4807277 voit, three phase available

= Heat: Natural gas unit heaters

® Truck Doors: 10’ x 10’ {drive through)
® Membrane roofing

u Sprinklered

@ Fluorescent lighting

[ amemeee—
OJ
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Exhibit IT - 8A
Sources and Uses of Funds
Haywood Oaks

UNIT

UNIT COST PER

cosT 5Q. FT.
Sources of funds:  we—eseeooeess memesmemees
First Mortgage USF&G $10,000,000 $47.55
Total Sources of Funds: $10,000,000 $47.55
Uses of Funds:
Construction Loan Payoff $8,523,238 $40.53
Return of Duke’s Equity $541,054 $2.57
Interest Reserve Holdback (1) $297,582 $1.42
lst Generation Tenant Improvements
and Leasing Commission Holdback (2) $339,126 $1.61
Estimated Closing Costs:
Appraisal $4,725 $0.02
Engineering $4,536 $0.02
Environmental $1,890 $0.01
Broker Fee $74,915 $0.35
Legal $14,175 $0.07
USF&G Fee $99,887 $0.47
Developer’s Profit $98,872 $0.47
Total Uses of Funds $10,000,000 847.55

(1} - Any funds remaining in this holdback after 24 months will be
disbursed to Duke as "Incentive Developer’s Profit".

(2) - Holdback for first generation tenant improvements and leasing

commissions will be available for disbursement as long as there is
vacant space available.
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Exhibit II-1A .
Area Demographic Information
Haywood Oaks

EMPLOYMENT GROWTH

POPULATION GROWTH
NASHVILLE, TENNESSEE MASHVILLE, TENNEBSEE

{Thouasnce)

Thovsarts

1200

0- 0
wre o wea

G DNMRATMENY OF QUHMERDE U8 DEPARTHENT OF GOMMERCE

COMPOSITION OF EMPLOYMENT BASE
NASHVILLE, TENNESSEE

1988

DURABLE G80QD3
B.9% i

NONDURASLE GQQDE
0.8%

MANUFADTURING
i6.7%

BERVIOESR
2118

TENNESSEE DEPARTMENT OF
EMPLOYMENT SECGURITY
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Exhibit III-2A

Nashville’s Largest Employers
Haywood Qaks
Tennessee State Government 17,865
Metro Government 9,395
Federal Government 9,005
Metro Public Schools 8,220
Vanderbilt University and Medical Center 8,185
Opryland US.A. Inc. 6,030
Hospital Corporation of America™ 4,985
Kroger Food Stores* 4,790
Shoney’s Inc.* 4,300
Textron Aerostructures Division* | 3,600
South Central Bell Telephone Co. 3,500
Service Merchandise Co. Inc.” 3,500
Nissan Motor Manufacturing Corp. US.A* 3,200
Sumner County Public Schools & Government . 2,890
Saint Thomas Hospital 2,810
Heil-Quaker Corporation™® ' ' 2,680

Baptist Hospital

(*Indicates corporate, U.S., division or regional headquarter)



Exhibit ITII-3A
Bulk Warehouse Inventory
Nashville, Tennessee
Haywood Oaks

SQUARE FEET (Miitiones)
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NASHVILLE, TENNESSEE
SQUARE FEET {Mlllions)
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Exhibit IT1-4A
Historical Absorption
Nashville, Tennessee

Haywood Oaks

SQUARE FEET {THOUSANDS)

1000

800

600

400

200 -

0.—

1984 10856 19886 1war 1988 1669

FRANK L. SMITH COMPANY

VACANCY PERCENT

HISTORICAL VACANCY
INDUSTRIAL
NASHVILLE, TENNESSEE

0 -
1883 1984

COLDWELL BANKER COMMERCGIAL

1868 1988 1987 9868 1989
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Exhibit 1II-7A @
_ Compctitive Properly Map
st Haywood Oaks
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G. M. - Indiana
Robert J. Scannell

G. M. - Ohio
Daniel C. Staton

(. M. - Michigan
Ernest W. Maddock

G. M. - Tennessee
Richard W. Hora

G. M. - Retail
John S. Geitty

Exhibit IV-1A
Organizational Chart
Duke Associates

Chief Operating Officer
Thomas L. Hefner

Treasurer
David R. Mennel

Construction
Gary A. Burk

Property Management
Michael Coletta

Leasing
General Managers

Telecommunication
FEdward Forrester

Development Operating
Companies Companies
Staff
Human Resources Legal Services
David Isler Dayle Eby

Marketing Services

Dorothy Harmon
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Indianapolis, Indiana

10

11

12

13

14

Cincinnati, Ohio

Keystone at the Crossing

Woodfield at the Crossings

park 100 8usiness Park

Hunter Creek Business Park

South Park Business Center

Parkwood Crossing

Hamilton Crossing

Hilisdale Technecenter

shadeland Station Office Park

Airport Park

Carmel Medical Center
First Indiana Plaza
Two Market Square

One North Capitol

Park 50 Technecenter

World Park

Governor’s Pointe
Governor’s Hill Office Park
Towers of Kenwood

Enterprise Park

Exhibit IV-2A
Duke Associates
Porifolio of Properties

Sq. Ft. Deseription
1,500,000 Mixed-use office park.
650,000 Office park adjacent to Keystone

at the Crossing.

10,000,000 Office, research and industriat.
300,000 Business and industrial park.
1,000,000 Mixed-use business park.
950,000 Mixed-use office space and hotel.
1,500,000 Business park.
450,000 Office, showroom and warehouse.
300,000 Office park.
230,000 Industrial park.
70,000 Medical office complex.
423,000 Office building.
250,000 pffice building.
180,000 Office building.
900,000 office/research
1,000,000 Business/industrial patk.
500,000 Office, showrcom and hotel.
810,000 Office park,
406,000 Office building.
170,000 Irdustrial park, office and showroom.
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12

13

14

Detroit, Michigan

Exhibit IV-2A
Duke Associates

Portfolio of Properties
(Continued)

Kenwood Commons Business Center

Triangle Office Park

Tri-County Office Park

3212 Walnut Street

Ameritrust Center/525 Vine Street

$8L Data Center/312 Pltum Street

Textile Building

211 Eim Street

Seven Mile Crossing

Six Mile Crossing

Southfield Technecenter

Nashville, Tennessee

Columbus, Ohio

pecatur, Illineois

Retail

Lakeview

American Center

Haywood Oaks Technecenter

Tuttle Crossing

Park 101 Industrial Center

Fashion Mali

Castieton Corner

shadeland Station

95,000
172,000
102,000
550,000
390,000
102,000
214,000

92,000

260,000
1,000,000

620,000

240,000
280,000

530,000

300,000

466,000

420,000
465,000

106,000

Office complex.

office park.

office park.

Office tower.

Office building.

Office building.

Historical office building.

Historical office building.

Mixed-use office, hotel, restaurant

and office space.
office park.

Office and showrcom space.

office buitdings.

Office building.

Office, showroom and warehouse

Office bwildings.

Industrial park.

Retail mall.
strip center.

strip center.

space.
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Exhibit IV-2A
Duke Associates

Portfolio of Properties

(Continued)

Glenlake Plaza 94,000
Speedway Plaza 70,000
Greenwood Corner 5%,000
Keystone Shoppes 29,000
South Park Plaza 175,000
Governor’s Plaza 265,000
King’s Auto Mall 175,000
Sugarcreek Plaza 140,000
Springdale 168,000
Harket View Shopping Center 174,000
Lakeuood‘Plaza 171,000
Ellisviiie Plaza 33,000

Total Square Footage: ‘;;:;;;:;;;-

Strip center.

Strip center.

strip center.
Strip center.
Strip center.
strip center.
Strip center.
Strip center.
strip center.
Strip center.
Strip center.

Strip center.

69



Exhibit IV-3A
Biographical Sketches

Biographical sketches of the senior management of Duke Associates are as follows:

John W. Wynne, 56, was one of the original partners of Duke Associates. He is the
senior partner of the group and is involved in all aspects of the operations. He is a graduate
of The United States Naval Academy, Bachelor of Science, 1955, and Indiana University
School of Law, Juris Doctorate, 1963, He is chairman and president of Duke Realty
Investments, Inc., a publicly held REIT sponsored by the Company in 1986, and "of Counsel"
with the Indianapolis law [irm of Bose McKinney & Evans.

Thomas L. Hefner, 42, is 2 Partner and COO of the Company. He is a graduate of
Purdue University, Bachelor of Arts, 1969, He joined the Company in 1981, Prior to that he
was with Continental Bank, a Vice President of Indiana National Bank and Senior Vige
President of Indiana Mortgage Corporation.

Darell E Zink, Ir,, 42, is a partner and the chief financial officer of the Company
responsible for preject financing. He is a graduate of Vanderbilt University, Bachelor of Arts,
1968; University of Hawaii, Masters in Business Administration, 1973; and Indiana University
School of Law, Juris Doctorate, 1976, He is a former partner of the Indianapolis law firm of
Bose McKinney & Evans where he is still associated as "of Counsel.” He joined the Company
in 1982.

Daniel C. Staton, 36, is a Partner and the general manager of the Company’s Ohio
office. Staton is a graduate of The University of Missouri, Bachelor of Science, 1975, and
carned his Masters in Business Administration in 1982 from Northern Kentucky University.
He joined the Company in 1981,

Robert I. Scannell, 36,is 2 Partner and the general manager of the Company’s Indiana
office. He is a graduate of the University of Missouri, Bachelor of Science, 1976. He joined
the Company in 1982, :

David R. Mennel, 34, is a Partner and as the Treasurer of the Company is responsible
for all of the management information and financial support systems. He is a graduate of the
University of Notre Dame, Bachelor of Business Administration, 1976, He was previously with
the accounting firm of Pcat Marwick Main & Co. He joined the Company in 1978,

Gary A. Burk, 37, is a Partner and the head of Duke’s construction management
division, He is responsible for all of the construction activity of the Company. He is a
graduate of Bradley University, 1974, with a Bachelor of Science in Engineering Technology.
Before joining the Company in 1979, he was with the construction firm of C. Iber & Sons,
Peoria, Illinois.

Michael Coletta, 38, is a Partner and the head of Duke’s property management division.
He is responsible for the property management of all of the properties the Company manages
for its institutional investors. He attended St. Claire College, in Ontario, Canada, and is a
Certified Property Manager designated by the Institute of Real Estate Management. He serves
on the Board of the Building Owners and Managers Association. Coletta joined the Company
in 1981,

John S. Getty, 40, is the general manager of the Company’s retail division. He is
responsible for the development and leasing of all of the Company’s shopping centers. He is
a 1970 graduate of Purdue University with degree in Industrial Management, He joined the
Company in 1984. Prior to that he was in marketing with Eli Lilly & Co. For 11 years.

Richard W. Horn, 31, is the Company’s general manager of its Tennessee of fice. He is a 1980
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Exhibit IV-3A
Biographical Sketches
(Continued) .

graduate of Indiana University, with a Bachelor of Science in Business Administration. He
also received hi Juris Doctorate and Masters in Business Administration from Indiana
University in 1984. He joined the Company in 1984.

Ernest W. Maddock, 46, is the Company’s general manager of its Michigan of fice. He
is a graduate of the University of Michigan, Bachelor of Science. 1968, and received a Master’s
Degree on Marketing from Eastern Michigan University in 1969. Maddock was employed by
Turner Construction Company and ITT prior to joining Duke Associates
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Exhibit IV-4A
Developer Track Record
Nashville, Tennessee

EXISTING PROJECTS:
1. Haywood Qaks Technecenter

Haywood Oaks Technecenter is located on I-24 between Harding Place
and Haywood lane, and is within a five and ten minute drive of the
airport and downtown Nashville respectively. It's location
provides easy access to the entire Nashville area and has high
visibility with more than a half mile of interstate frontage.

Haywood Oaks is a four Phase project.  Phase I is completed and
substantially leased . Phase IT opened in December, 1989 and
contains one building comprising - 113,500 square feet. Most of
the space is 90 feet deep with drive in doors and dock doors in
the rear. The building design and construction is substantially
similar to buildings 4 and 5 in Phase I.

Phase III and Phase IV are scheduled for construction over the
next two years. Phase IIT will be a single building containing
77,000 square feet and will be designed for the office showroom
user. Fhase IV will be three buildings containing 139,000 sguare
feet with two office/showroom buildings and the third building
designed for distribution space.

2. lakeview Place

Duke Associates developed One and Two Lakeview Place within the
Century City office park in the airport corridor. Each building
is crescent shaped and contains 115,000 sguare feet within six
stories. The buildings have construction of precast concrete and
curtain wall skins and are considered the highest quality suburban
office buildings in Nashville. The buildings are substantially
leased and have Tenants such as SAFECO, BellSouth Mobility,
Maryland Casualty, Associates Financial Services, ete.

3. Future Projects

American Center - Duke Assoclates owns a parcel of land that will
be Phase II of American Center, located at 3100 West End Avenue.
Phase I is a twelve story Class A building that is located in the
heart of the West End corridor which is also referred to as the
Midtown area and is easily accessible to the entire Nashville
area. The American Center site offers outstanding views of
downtown and the Vanderbilt area. Duke Associates has a contract
to purchase American Center, Phase I and will commence
construction of American Center, Phase II, in March, 1990. Both
buildings will be joined by a common lobby and will share a
structural parking facility. Phase IT will be thirteen stories
and will contain 262,000 square feet. When completed American
Center will be the third largest office facility in Nashville.
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Exhibit IV-5A .
Track Record Map ;
Nashville, Tennessec
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BUTLDING #2
5215 LINBAR DRIVE

EXHIBIT V-1A
RENT ROLL
HAYWQOD OAKS

AVERAGE
TENANT BUITE # COMMENCE. LEASE  SQUARE RENT EFFECTIVE
DATE TERM FOUTAGE ~ COMMENCE. RENT B/S/F
28UGSY BURGER BUG 202 07~01-89 60 4,800 07-01-8% $4.92
PHYSICIAN SALES 203 04-~01~89 60 4,800 10-GE-89 $4.61
SERIGRAF 206 92-01~89 36 4,300 05-01-8% $5.82
BEACON INT'L USA 207 01~15-90 A4 9,600 §l-15-50 $4.49
MAJOR VIDEQ CONCEPTS 09-20-88 36 15,600 12~20-88 54.99
NASHVILLE HOUSE 201 06-031-89 60 8,400 10~01-89 54,99
VACANT 2,900
56,400 5$4.89
AUILDING #3
5217 LINBAR DRIVE
AVERAGE
TENANT SULTE # COMMENCE. LEASE  SQUARE RENT EFFECTIVE
DATE TERM FOOTAGE  COMMENCE. RENT 2/S8/F
CODPER & BRASS SALE 302 43-06-89 36 12,000 10~06~89 53.53
TENNESSEE SCALE WORKERS 303 01-01-90 60 7,200 03-01-90 §4.86
FILTRATION PRODUCTS 304 10-91-89 36 4,800 10~01-89 54.07
THE COMPUTER SHCGFPE 305310 02~01-5%0 60 28,800 02-01-90 54.35
52,800 $4.21
BUILDING #4
5213 LINBAR DRIVE
AVERAGE
TENANT SUITE ¥ COMMENCE. LEASE  SQUARE RENT EFFECTIVE
DATE TERM FOOTAGE  COMMENCE. RENT B/S/F
us TELECOM INC 01-01-89 69 28,800 01-01-89 $4.59
8E5T CARPET CARE 410 03-13-83 36 2,700 03~13-89 58.23
VACANT 15,300
46, 80G $5.27
SUILDING 45
5211 LINBAR DRIVE
AVERAGE
TENANT SUITE # COMMENCE, LEASE  SQUARE | RENT EFFECTIVE
DATE TERM FCQTAGE  COMMENCE. RENT P/S/F
AUTO FRANCHISE INC. 501 11-15-89 60 6, 300 11-15-83 56.70
PC DESIGN 10-12-89 36 4,500 10-12~89 58.64
ENVIRG/ANALYST 508 09-01~89 6 4,430  09-01-8% $6.07
INTERGRAPH CORE. 09-15-88 48 5,265 01-15~89 $6.20
INDY CONNECTION TLIMO 511 06-01-89 3s 3,600 06-01-89 $5.41
SPECTRACARE 512 02~03~0% 60° 2,700 02-01-89 55.84
NAT'L WHOLESALE SERVICE 516 06-01-89 ] 13,436  G6~Di-89 56.49
GENTRY ABS0C. INC. 628 Gi~-01-30 i6 2,000  01-01-80 57.72
VACANT 18,009
60, 300 $6.59
TOTAL SPACE 210, 300
TOTAL LEASED 174,081  AVE. RENT $5.16
TOTAL VACANT 36,209
PERCENT OQCCUPIED 82.8%
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Exhibit V - 2A

Preliminary Valuation Analysis

Baywood Oaks

Cost Approach

Land Value @ $2.95 PSF (Exhibit V-3A)
+ Cost to Reproduce (Exhibit I1-8A)
+ Developer’s Profit @ 10%

= Estimated Value

Direct Conversion Method

Stabilized Most Likely Net Operating Income (Exhibit V-7A)

/  Overall Capitalization Rate (Exhibit V-5A)

Rounded to:

= Estimated Value

Capitalization Income Approach

Present Value of Most Likely Net Operating Income
@ 12.0% (Exhibit V-7A)
+ Present Value of Sales Proceeds @ 12.0% (Exhibit V-7A)

Rounded to:

= Estimated Value

Rounded to:

$2,481,374
+9,064,292
+1,154.567

$12,700,233
$12,700,000

$1,139,071
/ 095

$11,990,221
$12,000,000

$6,411,798
+5.262.416

$11,674,214
$11,675,000

The three approaches to value indicate a range of values from $11,675,000 to $12,700,000. In the correlation
of value estimates, little weight is given to the cost approach because it reflects primarily historical costs,
The capitalized income or discounted cash flow approach is of ten used as the best indication of value because
it reflects a reasonable estimate of the property’s earning power on an annual cash basis over the next ten
years. Therefore, the value of the Property when it is fully leased at the most likely rental rates is estimated

to be:

$11,675,000

Indicated Loan to Value Ratio at Stabilization: 85.7%
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Exhibit H-1B!
Regional Location Map
Indianapolis, Indiana
Hilisdate

BOTH STREET 49
82ND STREET

& Park 100
465

=
& Hillsdale
% Technecenter

KEYSTOMNE AVENUE

WEST 7451 SIREET 429

N

S4TH STREET

MERIDIAN STREET

387K SIREET

WASHINGTON SIREET

HKRONGPOhS
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Exhibit II-381
Site Access Map
Hillsdale

/ 82nd Street

//

Shadeland Avenue

75th Street
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Exhibit II - 8Bl
Sources and Uses of Funds

Hillsdale
UNIT

UNIT COST PER

cosT 8Q. FT.
Sources of Punds: 00000000 mm———seowsseeswssw seeee— o
First Mortgage USF&G $12,800,000 $62.33
Total Sources of Funds: $12,800,000 862.33
Uses of Funds:
Construction Loan Payoff $10,455,000 $50.91
Return of Duke’s Equity $1,414,532 $6.89
Interest Reserve Holdback (1) $276,937 $1.35
1st Generation Tenant Improvements
and Leasing Commission Holdback (2) $270,685 $1.32
Estimated Closing Costs:
Appraisal $6,050 $0.03
Engineering $5,808 $0.03
Environmental $2,420 $0.01
Broker Fee $95,923 50.47
Legal $18,150 $0.09
'USF&G Fee $127,897 $0.62
Developer’s Profit $126,598 $0.62
Total Uses of Funds ‘ $12,800,000 $62.33

(1) =~ Any funds remaining in this holdback after 24 months will be
disbursed to Duke as "Incentive Developer’s Profit".

(2) ~ Holdback for first generation tenant improvements and leasing

commissions will be available for disbursement as long as there is
vacant space available.
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Exhibit 111-1B1
INDIANAPOLID, WouNA AT €2 Demographic Inf ormation LlilCeln Wouna
1iisdaic

(Thousands)

12}

838

80

a- 400
‘“w ‘70 k .

INOUANA QHAMBER QF COMMERGE INMHANA GHAMBER OF QOMMERDE

COMPOSITION OF EMPLOYMENT BASE
INDIANAPOLIS, INDIANA

1988

BERVIGES
22.9%

WHOLEBALE/RE TAIL
25.5%

INDIANA DEPARTMENT OF
EMPLGYMENT AND TRAINING
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Exhibit ITI-2B1
Indianapolis’ Largest Employers
Hillsdale

State of Indiana

Federal Government

Eli Lilly & Co.*

Allison Gas Turbine Operations, GMC
Allison Transmission Division, GMC
Methodist Hospital of Indiana

Indiana Bell Telephone Company

Truck & Bus Mfg. Division, GMC
Community Hospital of Indianapolis

St. Vincent Hospital & Health Care Center
The Associated Group/Blue Cross & Blue Shieid

™ denotes home office, regional or divisional headquarters located in Indianapolis area

21,900
17,000
7,700
7,480
5,300
4,950
4,470
3,750
3,430
3,050
3,000
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Exhibit III-4Bl
Historical Inventory
Indianapolis, Indiana

Hillsdale
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G. M. - Indiana
Robert J. Scannell

G. M. - Ohio
Duniel C. Staton

G. M. - Michigan
Ernest W. Maddock

G. M. - Tennessee
Richard W. Horn

G. M. - Retail
John S. Getty

Exhibit 1V-1B1i
Organizational Chart
Duke Associates

Chief Operating Officer
Thomas L. Hefner

Treasurer
David R. Mennel

Construction
Gary A. Burk

Property Management
Michael Coletta

Leasing
General Managers

Telecommunication
Edward Forrester

Development Operating
Companies Companies
Staff
Human Resources Legal Services
David Isler Dayle Eby

Marketing Services
Dorothy Harmon
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Indianapoiis, Indiana

10

11

12

13

14

Cincinnati, Chio

Keystone at the Crossing

Woodfield at the Crossings

Park 100 Business Park

Hunter Creek Business Park

South Park Business Center

Parkwood Crossing

Hami lton Crossing

Hillsdale Technecenter

Shadeland Station 0ffice Park

Airport Park

Carmel Medical Center

first Indiana Plaza

Two Market Square

One North Capitot

Park 50 Technecenter

World Park

Governor’s Pointe

Governor’s Hili Office Park

Towers of Kenwood

Enterprise Park

Exhibit IV-2B!
Duke Associates
Portfolio of Properties

1,500,000

650,000

16,000,000

300,000

1,000,000

950,000

1,500,060

450,000

300, 000

230,000

70,000

423,000

250,000

180,000

900,000

1,000,000

500,000

810,000

406,000

170,000

Description

Mixed-use office park.

Office park adjacent to Keystone

at the Crossing.

office, research and industrial.

Business and industrial park.

Mixed-use business park.

Mixed~use office space and hotet.

Business park,

Office, showrcom and warehouse.

Office park.

industrial park.
Medical office complex.
Office building.
Office building.

Office buitding.

office/research
Business/industrial park.
Office, showroom and hotel.
Office park.

Office building.

Industrial park, office and

showroom.
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10

11

12

13

14

detroit, Michigan

Kenwood Commons Business Center

Triangle Office Park

Tri-County Cffice Park

312 Walput Street

Ameritrust Center/523 Vine Street

8&f. Data Center/312 Plum Street

Textile Building

311 £lm Street

Seven Mile Crossing

Six Mile Crossing

Southfield Technecenter

Nashville, Tennessee

Columbus, Chio

Decatur, tllinois

Retail

tLakeview

American Center

Haywood Oaks Technecenter

Tuttle Crossing

Park 101 Industriai Center

Fashion Mall

Castleton Corner

Shadeland Station

Exhibit IV-2BI
Duke Associates
Portfolio of Properties

(Continued)

95,000
172,000
102,000
550,000
390,000
102,000
214,000

92,000

260,000
1,000, 060

620,000

240,000
280,000

530,000

300,000

466,000

420,000
465,000

106,000

Office complex.

Office park.

Office park.

office tower.

office building.

office building.

Historical office building.

Historical office building.

Mixed-use office, hotel, restaurant

and office space.
office park.

office and showroom space.

Office buildings.

Office building.

Office, showroom and warehouse

Office buildings.

Irdustriat park.

Retail mall.

Strip center.

Strip center,

space.
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10

1"

12

13

14

15

Exhibit 1V-2Bl
Duke Associates
Portfolio of Properties

(Continued)
Gtenl;ke Piaza 94,000
Speedway Plaza 70,000
Greenwood Corner 51,000
Keystone Shoppes 29,000
South Park Plaza 175,000
Governor's Plaza 265,000
Xing’s Auto Mall 175,000
Sugarcreek Plaza 140,000
Springdale 168,000
Market View Shopping Center 174,000
Lakewood Plaza 171,000
Eliisville Plaza 33,000

Total Square Footage:

29,538,000

sStrip center.
strip center.
Strip center.
strip center.
Strip center.
strip center.
Strip center.
Strip center.
Strip center.
Sirip center.
Strip center.

Strip center,
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Exhibit IV-3B1
Biographical Sketches

Biographical sketches of the senior management of Duke Associates are as follows:

John W. Wynne, 56, was onc of the ongmai partners of Duke Associates. He is the
senior partner of the group and is involved in all aspects of the operations. He is a graduate
of The United States Naval Academy, Bacheior of Science, 1955, and Indiana University
School of Law, Juris Doctorate, 1963, He is chairman and premdcnt of Duke Realty
Investments, Inc., a publicly held REIT sponsored by the Company in 1986, and "of Counsel”
with the Indlanapolls law firm of Bose McKinney & Evans.

Thomas L. Hefner, 42, is a Partner and COO of the Company. He is a graduate of
Purdue University, Bachelor of Arts, 1969. He joined the Company in 1981, Prior to that he
was with Continental Bank, a Vice President of Indiana National Bank and Senior Vice
President of Indiana Mortgage Corporation.

Darell E Zink, Jr., 42, is a partner and the chief financial officer of the Company
responsible for project financing. He is a graduate of Yanderbilt University, Bachelor of Arts,
1968; University of Hawaii, Masters in Business Administration, 1973; and Indiana University
School of Law, Juris Doctorate, 1976. He is a former partner ol‘ the Indnanapohs law firm of
Base McKmncy & Evans where he is still associated as "of Counsel." He joined the Company
in 1982,

Daniel C. Staton, 36, is a Partner and the gencral manager of the Company's Ohio
office. Staton is a gmduatc of The Umvcrs:ty of Missouri, Bachelor of Science, 1975, and
earned his Masters in Business Administration in 1982 from Northern Kentucky University.
He joined the Company in 1981,

Robert J. Scannell, 36,is a Partner and the general manager of the Company’s Indiana
of fice. He is a graduate of the University of Missouri, Bachelor of Science, 1976. He joined
the Company in 1982,

David R. Mennel, 34, is a Partner and as the Treasurer of the Company is responsible
for all of the management information and financial support systems. He is a graduate of the
University of Notre Dame, Bachelor of Business Administration, 1976. He was previously with
the accounting firm of Peat Marwick Main & Co. He joined the Company in {978,

Gary A. Burk, 37, is a Partner and the head of Duke’s construction management
division. He is responsible for all of the construction activity of the Company. He is a
graduate of Bradley University, 1974, with a Bachelor of Science in Engincering Technology.
Before joining the Company in 1979, he was with the construction firm of C. Iber & Sons,
Pcoria, linois.

Michaecl Coletta, 38, is a Partner and the head of Duke’s property management division.
He is responsible for the property management of all of the properties the Company manages
for its institutional investors. He attended St. Claire College, in Ontario, Canada, and is a
Certified Property Manager designated by the Institute of Real Estate Management. He serves
on the Board of the Building Owners and Managers Association. Coletta joined the Company
in 1981,

John S. Getty, 40, is the general manager of the Company’s retail division. He is
responsible for the development and leasing of all of the Company’s shopping centers, He is
a 1970 graduate of Purdue University with degree in Industrial Management. He joined the
Company in 1984, Prior to that he was in marketing with Eli Lilly & Co. For 11 years.

Richard W. Horn, 31, is the Company’s general manager of its Tennessee office. He is a 1980
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Exhibit 1V-3BI
Biographical Sketches
{Continued)

graduate of Indiana University, with a Bachelor of Science in Business Administration. He
also received hi Juris Doctorate and Masters in Business Administration from Indiana
University in 1984. He joined the Company in 1984,

Ernest W. Maddock, 46, is the Company’s general manager of its Michigan office. He
is a graduate of the University of Michigan, Bachelor of Science. 1968, and received a Master’s
Degree on Marketing from Eastern Michigan University in 1969, Maddock was employed by
Turner Construction Company and ITT prior to joining Duke Associates
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Exhibit IV-4Bl
Developer Track Record
Indianapolis, Indiana

Map # Kame Description

1 Keystone at the Crossing A mixed-use development, 1.5 million square feet
of office space including Haverstick Gffice Park,
90,000 square feet; 500,000 square feet of high
fashion retailing; ten restaurants and a 560-rcom
Radisson Hotel,

2 Park 100 Business Park A 1500-acre business park consisting of
more than 9.5 miliion square feet of office,
office research and industrial properties
with plans for more than 20 million square
feet.

3 Kunter Creek Business Park A business/industrial park with 300,000 square
feet of properties with plans for 1.6 million
square feet of development.

4 Woodfield at the Crossing A 650,000 square foot office park adjacent
to Keystone at the Crossing.

5 South Park Business Center A 114-acre mixed-use business park with
plans for 1 million square feet of office,
office/showrcom, hotel and retail space.

i ; 6 Parkwood Crossing A mixed-use development with plans for 950,000
square feet of office space and 300-room hotel.

7 Hamilton Crossing A business park development with plans for
1.5 mitlion square feet of office space.

8 Hitlsdale TechneCenter A 450,000 square foot office/showrocom/warehouse
development.

9 Shadeland Station Office Park An office park development with 300,000 square
feet.

10 Airport Park A 230,000 square foot industrial development.

11 Carmel Medical Center A 70,000 square foot medical office complex.

12 First Indiana Plaza A 2B-story, 423,000 scuare foot downtown office
building.

13 Two Market Square A 250,000 square foot, 11-story downtown office
buitding.

14 One North Capitot A 12-story, 180,000 square foot downtown office
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Exhibit IV-5B1
Track Record Map
Indianapolis,

Indiana

126TH STREET

chrmlei Medical Center

\ 116TH STREET

i
Hamiiton Crossing
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sssteeer  Parkwood Crossing

Keystone at
" the Crossing

First Indiana Plaza
One North Capitol

Indianapolis
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South Park
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BUILDING #4
63C0 HILLSDALE COURT

EXHBIBIT v-1Bl
RENT ROLL
HILLSDALE

AVERAGE
TENANT SUITE # COMMENCE. LEASE  SQUARE RENT EFFECTIVE
DATE TERM FOOTAGE  COMMENCE. RENT P/S/F
DUGDALE COMMUNICATIONS 11~01-89 63 9,774 01-Qi~30 57.94
COMMUNITY HOSPITAL i1-01-89 60 22,530 11-01-89 $8.69
TIE COMMUNTICATIONS 08-15-88 60 5,748 11-15-89 56.34
AQUALAB INC. 04-01-88 60 6,380 11-15-88 58.36
SPORTS MEDICINE 10-01-88 60 5,363 06-01-89 58.65
QUANTUM HEALTH 06-01-88 45 5,582 06-01-89 $9.01
COMPUCON SYSTEMS 12-01-88 41 2,432 05~01~89 38.82
TIMBER CREEK BUILDERS 12-01-89 44 2,166 08-01-90 $7.20
JRL STUDTCS INC. 01-01-90 60 3,570 01~01-91 37.60
ASPINALL & ASSQCIATES 02-01-90 60 3,600 1i~01~%0 $7.00
VACANT 6,729
73,874 $8.18
BUILDING #5
6800 HILLSDALE COURT
AVERAGE
TENANT SUITE # COMMENCE. LEASE — S{QUARE RENT EFFECTIVE
DATE TERM FOOTAGE  COMMENCE. RENT P/8/F
SPRAY EQUIPMENT 05-01-88 60 3,600 07-01-89 $6.36
WILTROUT SALES 03-01-89 48 7,200 03-01-88% §$5.73
C.5.R. INC. 04-01-89 48 6,885 04-01-88% $6.35
FAIRBANKS HOSFITAL 03-01-89 48 3,600 03-01~590 56.23
TURBINE COMPONENT 02~01-88 41 1,800 02~01-88 $8.63
5 & J AUTOMATION 06-01-89 &0 8,230 12~01~89 $5.37
ASE0C. INSURANCE COMBPANY 08-01~89 103 6,390  G4-01-9% $5.68
ASSOC. INSURANCE COMPANY 04-01-89 60 4,500 09-01-90 $4.84
SCM METAL 10-01-88 36 6,300 07-01-89 $5.14
VACANT i8, 995
67,500 §5.67
BUILDING #6
6822 HILLSDALE COUR?T
AVERAGE
TENANT SUITE # COMMENCE. LEASE SQUARE RENT EFFECTIVE .
DATE TERM FOOTAGE  COMMENCE. RENT P/S/F
ASS0C. INSURANCE COMPANY 03-G1-88 120 50,000  03-01-89 §$7.62
LIFEGUARD MEDICAL 10-01-88 60 14,000 11~01-88 $5.21
64,000 $7.08
TOTAL SPACE 205,374
TOTAL LEASED 17%,650 AVE. RENT $7.11
TOTAL VACANT 25,724
PERCENT QCCUPIED 87.5%
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Exhibit V - 2B1
Preliminary Valuation Analysis
Hillsdale

Cost Approach

Land Value @ $1.90 PSF (Exhibit V-3B1)
+ Cost to Reproduce (Exhibit 1I-8B1)
+ Developer’s Profit @ 10%

= Estimated Value

Rounded to:
Direct Conversion Method
Stabilized Most Likely Net Operating Income
(Exhibit V-7B1)
/  Overall Capitalization Rate (Exhibit V-5B1)
= Estimated Value
Rounded to:
Capitalization Income Approach
Present Value of Most Likely Net Operating Income
@ 12.0% (Exhibit V-7B1)
+ Present Value of Sales Proceeds @ 12.0% (Exhibit V-7B1})
=  Estimated Value
Rounded to:

$1,556,000
+11,869,532
+1.342.553

$14,768,085
$14,800,000

$1,385,897
i .098

$14,141,806
$14,100,000

$8,088,208
+7.313.582

$15,401,789
$15,400,000

r}he three approaches to value indicate a range of values from $14,100,000 to $15,900,000. In the correlation
of value estimates, little weight is given to the cost approach because it reflects primarily historical costs.
The capitalized income or discounted cash flow approach is of ten used as the best indication of value because
it reflects a reasonable estimate of the property’s earning power on an annual cash basis over the next ten
years. Therefore, the value of the Property when it is fully leased at the most likely rental rates is estimated

to be:

$15,500,600

Indicated Loan to Value Ratio at Stabilization:
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Building Sales Map
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Exhibit H-1B2
Regional Location Map
Indianapolis, Indiana

Park 100
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Exhibit II-2B2 3 h-Lid
Site Vicinity Map =~ BEEREin PARKID
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Exhibit II-3B2
Site Access Map
Park 100
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Exhibit 11-4B2 (continued)
Area Amenities Map
Park 100

PARK 100 BUSINESS

Park 100

Duke Associates
wor Leasing Office
BESE W, 73rd B1.

CHILD CARE FACILITIES
he Child Genter

iddie College Daycars
Bl iddie College Daycare
FINANCIAL INSTITUTIONS
% Bark One

¥ Bank One

% Bank Cne

7 Indiana National Bank
i85 Merchants Bank

5 Merchants Bank
Pecples Bank

Union Federal

% Unlon Federat
LODGING

Bl Dilon inn

Dallar Inn

BE Drury Inn

B Embassy Sultes Hotel
i Fairfield lnn

B Hamplon Inn

AREA AMENITIES MAP

All amenities are located within one to ten minutes of Park 100

BE Holiday nn

[ New England Suites

[l Residence Inn

Signature Inn

MAILING SERVICES

B3 Post Office

£ United Parcet Service
QCCUPATIONAL CENTER

# 8¢, Vincent Qccupational
Health Center

RESTAURANTS

¢ Arby's

| Araie's

| Bob Evans Restaurant
- Bombay Bicycle Club
owsprit Restaurant/Lounge
urger King

urger King

harcoal Steak House
hurch's Fried Chicken
laude & Annie's

11 Dairy Gueen

4 Daruma Jepanese Restaurant

4% Denny's
43 Domina’s Pizza

5. &1 Torito’s Restaurant
46 Esinglon's Restaurant
; Grourd Pound Restaurant
arcees

¥ ftatian Dell

) JJ BBQ

21, Jack's Plzza

44 Jojo's Restaurant

5% Keily's Pl

eaning Towsar of Pizza
25 Little Caesar's Pizza

38 Long John Siver's

57 McDonald's

28 McDonald's

25 MeDonald's

30 Mark's Pub

31 Max & Erma’s Restaurant
4% memories Restawant

43 Mr. Dan's Hot Dogs

#i Pizza Hut

35 San Remos Restaurant
38 Skytne Chil

87 Smiley's Pancake House
38 Sieak N' Shake

Subway Sandwich Shop

a0 Subway Santwich Shop
#1i Taco Bell
42 Taco Bell

Whaiing Station Restaurant
48 White Castle

48 Yogun Crossing

B0 Your Comer Deli

B Subway Sandwich Shop
SERVICES

ERvitlage Pantry

7 village Pantry
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Sources of Funds:
First Mortgage USF&G

Total Sources of Funds:
Uses of Funds:

Construction Loan Payoff
Return of Duke’s Equity

Interest Reserve Holdback (1)

1st Generation Tenant Improvements
and Leasing Commission Holdback (2)

Estimated Closing Costs:
Appraisal

Engineering
Environmental

“Broker Fee

. Legal

USF&G Fee

Developer’s Profit

Total Uses of Funds

Exhibit II - 8B2

Sources and Uses of Funds

Park 100

UNIT
COoST

$7,700,000
$7,700,000

$5,562,750
$1,389,793

$289,893

$226,590

$3,650
$3,504
$1,460
$57,871
$10,950
$77,161

$76,378

$7,700,000

UNIT

COST PER

5Q. F7T. .

- —— . —————

(1) - Any funds remaining in this holdback after 24 months will be
disbursed to Duke as "Incentive Developer’s Profit".

(2) =~ Holdback for first generation tenant improvements and leasing

commissions will be available for disbursement as long as there is

vacant space available.
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Exhibit I1I-1B2

POPULATION GROWTH : 3 EMFLOYMENT QROWTH
INDIANAROLIS, sumAAr <2 DcmO%; arl:ch ;‘6 gnf OrmMAtION i iNAPCLIS, INDIANA

{Thousandn

860

azs

eco

n- 400
»e " K 3 - "

HMEEANA OCHAMBER QF COMMNRROE INGEANA DHAMBER OF COMMEROE

COMPOSITION OF EMPLOYMENT BASE
INDIANAPOLIS, INDIANA

1888

GEAVIOES
22.0%

INDIANA DEPARTMENT OF
EMPLOYMENT AND TRAINING
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Exhibit III-2B2
Indianapolis’ Largest Employers

Park 100
State of Indiana 21,900
Federal Government 17,000
Eli Lilly & Co.* 7,700
Allison Gas Turbine Operations, GMC 7,480
Allison Transmission Division, GMC 5,300
Methodist Hospital of Indiana _ 4,950
Indiana Bell Telephone Company 4,470
Truck & Bus Mfg, Division, GMC 3,750
Community Hospital of Indianapolis _ | 3,430
St. Vincent Hospital & Health Care Center 3,050
The Associated Group/Blue Cross & Blue Shield , 3,000

* denotes home office, regional or divisional headquarters located in Indianapolis area
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Exhibit III-4B2
Historical Inventory
Indianapolis, Indiana

Park 100
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G. M. - Indiana
Robert J. Scannell

G. M. - Ohio
Daniel C, Staton

Exhibit IV-1B2
Organizational Chart
Duke Associates

Chief Operating Officer
Thomas 1.. Hefner

Construction
Gary A, Burk

Property Management
Michael Coletta

Leasing
General Managers

Telecommunication
Edward Forrester

G. M. - Michigan Development Operating
Ernest W. Maddock Companics Companies
G. M. - Tennessee
Richard W. Horn
G. M. - Retail
John 8. Getty
Staff
Treasurer Human Resources Legal Services
David R. Mennel David Isler Dayle Eby

Marketing Services
Dorothy Harmon

ks
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Indianapolis, Indiana

10
| 11
12
13
T4

Cincinnati, OChio

Keystone at the Crossing

Woodfield at the Crossings

Park 100 Business Park

Hunter Creek Business Park

South Park Business Center

Parkwood Crossing

Hamilton Crossing

Hilisdale Technecenter

shadeland Station Office Park

Airport Park

Carmel Medical Center

First Indiana Plaza

Two Market Square

One North Capitol

Park 30 Technecenter

World Park

Governor’s Pointe

Governor’s Hill Office Park

Towers of Kenwood

Enterprise Park

Exhibit IV-2B2
Duke Associates
Portfolio of Properties

Sq. Ft. Description
1,500,000 Mixed-use office park.
650,000 Office park adjacent to Keystone

at the Crossing.

10,000,000 office, research and industrial.
300,000 Business and industrial park.
1,000,000 Mixed-use business park.
950,000 Mixed-use office- space and hotel.
1,500,000 Business park.
450,000 Office, showrcom and warehouse.
300,000 Office park.
230,000 Industrial park.
70,000 Medical office complex.
423,000 Office building.
250,000 Office buitding.
180,000 office building.
900,000 Office/research
1,000,000 Business/industrial park.
500,000 Office, showroom and hotel.
810,000 office park.
406,000 Office building.
170,000 Industrial park, office and shouwrcom.
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Detroit, Michigan

Exhibit IV-2B2
Duke Associaies

Portfolio of Properties
(Continued)

Kenwood Commons Business Center

Triangle Office Park

Tri-County Office Park

312 Walnut Street

Ameritrust Center/525 Vine Street

$&L Data Center/312 Plum Street

Textile Building

311 Elm Street

Seven Mile Crossing

Six Mile Crossing

Southfield Technecenter

Nashviile, Tennessee

Cotumbus, Ohio

Decatur, 1ilinois

Retail

Lakeview

American Center

Haywood Oaks Technecenter

Tuttle Crossing

park 101 Industrial Center

Fashion Mall

Castieton Corner

Shadeland Station

95,000

172,000

102, 000

550,000

390,000

102,000

214,000

92,000

260,000

1,000,000

420,000

240,000

280,000

530,000

300,000

466,000

420,000

465,000

106,000

Office complex.

Office park.

office park.

Office tower.

Office building.

office building.
ﬁistoricat office building.

Historical office buiiding.

Mixed-use office, hotel, restaurant

and office space.
Office park.

Office and showroom space.

Qffice buitdings.

office building.

office, showroom and warehouse

Qffice buildings.

Industrial park.

Retail maii.
strip center.

Strip center,

space.
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Exhibit IV-2B2
Duke Associates
Portfolio of Properties

(Continued)
Glenlake Plaza 94,000
S$peedway Plaza 70,000
Greenwood Corner 51,000
Keystone Shoppes 29,000
South Park Plaza 175,000
Governor's Plaza 265,000
King’s Auto Mall 175,000
Sugarcreek Plaza 140,000
Springdale 168,000
Market View Shopping Center 174,000
Lakewood Plaza 171,000
Ellisville Plaza 33,000

Total Square Footage:

29,538,000

Strip center.
Strip center.
strip center.
strip center.
Strip center.
Strip center.
strip center.
S$trip center.
strip center.
Strip center.
strip center.

Strip center.
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Exhibit 1V-3B2
Biographical Sketches

Biographical sketches of the scnior management of Duke Associates are as follows:

John W. Wynne, 56, was one of the original partners of Duke Associates. He is the
senior partner of the group and is involved in all aspects of the operations. He is a graduate
of The United States Naval Academy, Bachelor of Science, 1955, and Indiana University
School of Law, Juris Doctorate, 1963. He is chairman and president of Duke Realty
Investments, Inc., a publicly held REIT sponsored by the Company in 1986, and "of Counsel"
with the Indianapolis law firm of Bose McKinney & Evans.

Thomas L. Hefner, 42, is a Partner and COO of the Company. He is a graduate of
Purdue University, Bachelor of Arts, 1969, He joined the Company in 1981, Prior to that he
was with Continental Bank, a Vice President of Indiana National Bank and Senior Vice
President of Indiana Mortgage Corporation,

Darell E Zink, Jr., 42, is a partner and the chief financial officer of the Company
responsible for project financing. He isa graduate of Vanderbilt University, Bachelor of Arts,
1968: University of Hawaii, Masters in Business Administration, 1973; and Indiana University
School of Law, Juris Doctorate, 1976. He is a former partner of the Indianapolis law {irm of
Bose McKinney & Evans where he is still associated as "of Counsel.” He joined the Company
in 1982,

Daniel C. Staton, 36, is a Partner and the general manager of the Company’s Ohio
office. Staton is a graduate of The University of Missouri, Bachelor of Science, 1975, and
earned his Masters in Business Administration in 1982 from Northern Kentucky University.
He joined the Company in 1981. ‘

Robert J. Scannell, 36,is a Partner and the general manager of the Company’s Indiana
office. He is a graduate of the University of Missouri, Bachelor of Science, 1976. He joined
the Company in 1982.

David R. Mennel, 34, is a Partner and as the Treasurer of the Company is responsible
for all of the management information and financial support systems. He is a graduate of the
University of Notre Dame, Bachelor of Business Administration, 1976. He was previously with
the accounting firm of Peat Marwick Main & Co. He joined the Company in 1978.

Gary A. Burk, 37, is a Partner and the head of Duke’s construction management
division. He is responsible for all of the construction activity of the Company. He is a
graduate of Bradley University, 1974, with a Bachelor of Science in Engincering Technology.
Before joining the Company in 1979, he was with the construction firm of .C. Iber & Sons,
Peoria, Illinois,

Michael Coletta, 38, is a Partner and the head of Duke’s property management division.
He is responsible for the property management of all of the properties the Company manages
for its institutional investors. He attended St. Claire College, in Ontario, Canada, and is a
Certificd Property Manager designated by the Institute of Real Estate Management. He serves
on the Board of the Building Owners and Managers Association. Coletta joined the Company
in 1981,

John S. Getty, 40, is the general manager of the Company’s retail division. He is
responsible for the development and leasing of all of the Company’s shopping centers, He is
a 1970 graduate of Purdue University with degree in Industrial Management, He joined the
Company in 1984. Prior to that he was in marketing with Eli Lilly & Co. For 11 years.

Richard W. Horn, 31, is the Company’s general manager of its Tennessee of fice. He is a 1980
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Exhibit IV-3B2
Biographical Sketches

{Continued)

graduate of Indiana University, with a Bachelor of Science in Business Administration. He
also received hi Juris Doctorate and Masters in Business Administration from Indiana
University in 1984, He joined the Company in 1984,

Ernest W. Maddock, 46, is the Company’s general manager of its Michigan office. He
is a graduate of the University of Michigan, Bachelor of Science. 1968, and received a Master’s
Degree on Marketing from Eastern Michigan University in 1969. Maddock was employed by
Turner Construction Company and ITT prior to joining Duke Associates
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Exhibit IV-4B2
Developer Track Record
Indianapolis, Indiana

Map # Name Description

1 Keystone at the Crossing A mixed-use development, 1.5 million square feet
of office space including Haverstick Office Park,
90,000 square feet; 500,000 square feet of high
fashion retailing; ten restaurants and a 560-room
Radisson Hotet.

2 park 100 Business Park A 1500-acre business park consisting of
more than 2.5 mitlion square feet of office,
office research and industrial properties
with plans for more than 20 million square
feet.

3 Kunter Creek Business Park A business/industrial park with 300,000 square
feet of properties with plans for 1.6 million
square feet of development.

4 Woodfield at the Crossing A 650,000 square foot office park adjacent
to Keystone at the Crossing.

5 South Park Business Center A 1i4-acre mixed-use business park with
ptans for 1 million square feet of office,
office/showrocom, hotel end retail space.

(] Parkwood Crossing A mixed-use development with plens for 950,000

' square feet of office space and 300-room hotel.

7 Hamilton Crossing A business park development with plans for
1.5 million square feet of office space,

8 Killsdale TechneCenter A 450,000 square foot office/showroom/warehouse

- development.

g Shadetand Station Office Park An office park development with 300,000 square
feet.

10 Airport Park A 230,000 square foot industrial development.

11 Carmel Medical Center A 70,000 square foot medical office complex.

12 First Indiana Plaza A 28-story, 423,000 square foot downtown office
buitding.

13 Two Market Square A 250,000 square foot, 11-story downtown office
building.

14 Cne North Capitol A 12-story, 180,000 square foot downtown office
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Exhibit IV-5B2
Track Record Map
Indianapolis, Indiana
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BUILDING #79
7700 MOLLER ROAD

EXHIBIT V-1B2
RENT ROLL

PARK 100

AVERAGE
TENANT SUITE #  COMMENCE. LEASE  SQUARE RENT  EFFECTIVE
DATE TERM FOOTAGE  COMMENCE. RENT P/S/F
NORCO WINDOWS, INC. 05-01~89 60 35,200  05-01~90 $3.76
INDIANA POWER TRANSMISSION 06-01-89 60 10,120  08-01-90 $3.73
STRAPACK, INC. 04-01-89 60 4,840  10-01-89 $3.24
MICRO INFORMATION TECH. 06-01-89 60 8,800  12-01-89 54.98
J.N. FAUVER, INC. 02-01-9¢ 60 3,480  08-01-90 $4.84
INTERNATIONAL BEAUTY SYS. 02~01-90 42 3,080 08-01-~80 $4.29
65,520 $3.95
— S
BUILDING #80
7700 MOLLER ROAD
AVERAGE
TENANT SUITE # COMMENCE. LEASE SQUARE RENT EFFECTIVE
DATE ~ TERM  FOOTAGE  COMMENCE. RENT P/S/F
MORIDEN AMERICA 07-01-89 48 8,800  07-01-89 $4.47
ALTEC YOUNG 09-01-89 39 4,400 12-01-88 - $5.38
DATA CHEM 09-01~88 72 17,380 09-01-89 $4.83
HERCULES HYDRAULICS 01-01-80 60 7,700 08-01-90 $3.84
FUTURE ENTERPRISES 01-01-80 12 4,400 01-01-90 $3.50
£81 MEDICAL SERVICES i2-01-89 60 6,600 07-01-30 $4.73
TM8 ANALYTICAL SERVICES 02-~01-90 120 13,200 0§~01-80 56.61
VACANT 3,040
65,520 $4.97
BUILDING #118
5200 LAKEVIEW PARKWAY SOUTH DRIVE
AVERAGE
TENANT SUITE #  COMMENCE. LEASE  SQUARE RENT  EFFECTIVE
DATE ~ TERM  FOOTAGE COMMENCE. RENT P/S/F
BENICORP TNSURANCE CO. 03-01-89 60 10,077  09-01-89 58,24
TELECOM. MARKETING INC. 03-01-89 &0 6,990 05-G1-90 $9.16
ASSOC. INSURANCE €O. 05-01-89 60 14,431 05-01-90 $6.12
VACANT 4,202
35,700 $7.47
TOTAL SPACE 166,740
TOTAL LEASED 159,498 AVE. RENT $5.04
TOTAL VACANT 7,242
PERCENT QCCUPIED 95.7%
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Exihibit V - 2B2
Preliminary Valuation Analysis
Park 100

Cost Approach

Land Value @ $1.09 PSF (Exhibit V-3B2)
+ Cost to Reproduce (Exhibit I1-8B2)
+__Developer’s Profit @ 10%

= Estimated Value

Rounded to:
Dii‘ect Conversion Method
Stabilized Most Likely Net Operating Income
(Exhibit V-7B2)
/. Overall Capitalization Rate (Exhibit V-5B2)
= Estimated Value
Rounded to:

Capitalization Income Approach

Present Value of Most Likely Net Operating Income
@ 12.0% (Exhibit V-7B2)
+  Present Value of Sales Proceeds @ 12.0% (Exhibit V-7B2)

= Estimated Value

Rounded to:

)

$1,077,830
+6,952,543
+803.038

$8,833,411
$8.800,000

$922,108
/.. 095

$9,706,400
$9,700,000

$5,103,293
+4.767.090

$9,870,383
$9,870,000

' [he three approaches to value indicate a range of values from $8,800,000 to $9,870,000. In the correlation
of the value estimates, little weight is given to the cost approach because it reflects primarily historical costs.
The capitalized income or discounted cash flow approach is of ten used as the best indication of value because
it reflects a reasonalbe e¢stimate of the property’s earning power on an annual cash basis over the next ten
years. Therefore, the value of the Property when it is Tully leased at the most likely rental rates is estimated

1o be:
$9,870,000

Indicated Loan to Value Ratio at Stabilization; 78%
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Exhibit II-3C
Site Access Map
World Park

BUTLER COUNTY
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Exhibit Xi-5C
Site Plan
Worid Park
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Photograph
World Park
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Sources of Funds:
First Mortgage USF&G

Total Sources of Funds:
Uses of Funds:

Construction Loan Payoff
Return of Duke’s Equity

Interest Reserve Holdback (1)

1st Generation Tenant Improvements
and Leasing Commission Holdback (2)

Estimated Closing Costs:
Appraisal

Engineering
Environmental

Broker Fee

Legal

USF&& Fee

Developer’s Profit

Total Uses of Funds

Exhibit II - 8C ‘
Sources and Uses of Funds

World Park
UNIT

UNIT COST PER
COST SQ. FT.
$22,350,000 ~ $36.83
$22,350,000 $36.83
$16,582,993 $27.33
$2,598,632 $4.28
$1,135,588 $1.87
$1,363,599 $2.25
$10,574 $0.02
$10,152 $0.02
$4,230 $0.01
$167,667 $0.28
$31,725 $0.05
$223,556 $0.37
$221,285 $0.36
$22,350,000 $36.83

(1) - Any funds remaining in this holdback after 24 months will be
disbursed to Duke as "Incentive Developer’s Profit".

(2) - Holdback for first géneration tenant improvements and leasing

commissions will be available for disbursement as long as there is

vacant space available.
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ROPULATION GROWTH bit I.H-lc . EMPLOYMENT GROWTH
CINGINNATY, OHIO Area Demographic - Information CINGINNATL, OHIO

World Park

(Wi liens} (Thousandd)

1.7
1686 -] I I E : 68380
" - .0 "
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COMPOSITION OF EMPLOYMENT BASE
CINCINNATI, OHIO
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MARUFACTURING
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EXHIBIT III-6C
HISTORICAL VACANCY (INDUSTRIAL)

CINCINNATI, OHIO
83 86 87 88. 89
175

VACANCY PERCENT
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G. M. - Indiana
Robert 1. Scannell

G. M. - Ohio
Daniel C. Staton

G. M. - Michigan
Ernest W. Maddock

G. M. - Tennessee
Richard W. Horn

G. M. - Retail
John S. Getty

Exhibit IV-IC
Organizational Chart
Duke Associates

Chief Operating Officer
Thomas L. Hefner

Development
Companies

Operating
Companies

Treasurer
David R. Mennel

Human Resources
David Isler

Staff

Construction
Gary A. Burk

Property Management
Michael Coletta

Leasing
General Managers

Telecommunication
Edward Forrester

Legal Services
Dayle Eby

Marketing Services
Dorothy Harmon
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Indianapolis, Indiana

10

i

12

13

14

Cincinnati, Ohio

Keystone at the Crossing

Woodfield at the Crossings

Park 100 Business Park

Hunter Creek Business Park

South Park Business Center

Parkwood Crossing

Hamilton Crossing

Hillsdale Technecenter

Shadeland Station Office Park

Airport Park

Carmel Medical Center

First Indiana Plaza

Two Market Square

One North Capitot

Park 50 Technecenter

World Park

Governor’s Pointe

Governor’s Hill Office Park

Towers of Kenwood

Enterprise Park

Exhibit 1V-2C
Duke Associates
Portfolio of Properties

1,500,000

450,000

10,000,000
300,000
1,000,000
950,000
1,500,000
450,000
300, 000
230,000
70,000
423,000
250,000

180,000

900,000
1,000,000
500,000
810,000
406,000

170,000

Description

Mixed-use office park.

Office park adjacent to Keystone
at the Crossing.

office, research and industrial.
Business and indﬁstriat park.
Mixed-use business park.
Mixed-use office space and hotel.
Business park.

office, showrocom and warehouse.
office park.

Industrial park.

Medical office complex.

Office building.

Office buiyﬁing.

Office building.

office/research
Business/industrial park.
Office, showroom and hotel.
office park.

office building.

Industriat park, office and showroom.
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10

T

12

13

14

Detroit, Michigan

Kenswood Commons Business Center

friangle Office Park

Tri-County Office Park

312 Walnut Street

Ameritrust Center/S525 Vine Street

S&L Data Center/312 Plum Street

Textiie Building

211 Elm Street

Seven Mile Crossing

Six Mile Crossing

Southfield Yechnecénter

Nashville, Tennessee

Columbus, Ohio

Decatur, Iilinois

Retait

Lakeview

American Center

Haywood Oaks Technecenter

Tuttie Crossing

Park 101 Industrial Center

Fashion Mall

Castleton Corner

shadeland Station

Exhibit IV-2C
Duke Associates
Portfolio of Properties

(Continued)

95,000
172,000
102,000
550,000
390,000
102,000
214,000

92,000

260,000
1,000,000

620,000

240,000
280,000

530,000

300,000

466,000

420,000
465,000

106,000

Office complex.

Office park.

Office park.

office tower.

Office building.

Office building.

Historical office buiiding.

Historical office building.

Mixed-use office, hotel, restaurant
and office space.

office park.

Office and showroom space.

office buildings.

Dffice building.

Office, showrcom and warehouse space,

0ffice buildings.

industrial park.

Retail matl.
Strip center.

Strip center,
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11

12

13

14

15

Exhibit IV-2C
Duke Associates
Portfolio of Properties

(Continued)
Gienlake Plaza 94,000
Speedway Plaza 70,000
Greenwood Corner 51,000
Keystone Shoppes 29,000
South Park Plaza 175,000
Governor’s Plaza 265,000
King’s Auto Mall 175,000
Sugarcreek Plaza 140,000
Springdale 168,000
Market View Shopping Center 174,000
Lakewood Plaza 171,000
Ellisville Plaza 33,000

Total Square Footage:

29,538,000

Strip center,

Strip center.

Strip center,

Strip center.

Strip center.

Strip center.

Strip center.

Strip center.

Strip center.,

Strip center.

Strip center.

§trip center.
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Exhibit IV-3C
Biographical Sketches

Biographical sketches of the senior management of Duke Associates are as follows:

John W. Wynne, 56, was one of the original partners of Duke Associates. He is the
senior partner of the group and is involved in all aspects of the operations. He is a graduate
of The United States Naval Academy, Bachelor of Science, 1953, and Indiana University
School of Law, Juris Doctorate, 1963. He is chairman and president of Duke Realty
Investments, Inc., a2 publicly held REIT sponsored by the Company in 1986, and "of Counsel”
with the Indianapolis taw firm of Bose McKinney & Evans.

Thomas L. Hefner, 42, is a Partner and COO of the Company. He is a graduate of
Purduc University, Bachelor of Arts, 1969, He joined the Company in 1981. Prior to that he
was with Continental Bank, a Vice President of Indiana National Bank and Senior Vice
President of Indiana Mortgage Corporation.

Darell E Zink, Jr., 42, is a partner and the chief financial officer of the Company
responsible for project financing. He is a graduate of Vanderbilt University, Bachelor of Arts,
1968; University of Hawaii, Masters in Business Administration, 1973; and Indiana University
School of Law, Juris Doctorate, 1976. He is a former partner of the Indianapolis law [irm of
Bose McKinney & Evans where he is still associated as "of Counsel.," He joined the Company
in 1982,

Daniel C. Staton, 36, is a Partner and the general manager of the Company’s Ohio
office. Staton is a graduate of The University of Missouri, Bachelor of Science, 1975, and
ecarned his Masters in Business Administration in 1982 from Northern Kentucky University.
He joined the Company in 1981,

Robert J, Scannell, 36,is a Partner and the general manager of the Company’s Indiana
office. He is a graduate of the University of Missouri, Bachelor of Science, 1976. He joined
the Company in 1982.

David R, Mennel, 34, is a Partner and as the Treasurer of the Company is responsible
for all of the management information and financial support systems. He is a graduate of the
University of Notre Dame, Bachelor of Business Administration, 1976, He was previously with
the accounting firm of Peat Marwick Main & Co. He joined the Company in 1978.

Gary A. Burk, 37, is a Partner and the head of Duke’s construction management
division. He is responsible [or all of the construction activity of the Company. Hc is a
graduate of Bradley University, 1974, with a Bachelor of Science in Engincering Technology.
Before joining the Company in 1979, he was with the construction firm of C. Iber & Sons,
Peoria, Illinois.

Michael Coletta, 38, is a Partner and the head of Duke’s property management division.
He is responsible for the property management of all of the properties the Company manages
for its institutional investors. He attended St. Claire College, in Ontario, Canada, and is a
Certificd Property Manager designated by the Institute of Real Estate Management. He serves
on the Board of the Building Owners and Managers Association. Coletta joined the Company
in 1981,

John S. Getty, 40, is the general manager of the Company’s retail division. He is
responsible for the development and leasing of all of the Company’s shopping centers, He is |
a 1970 graduate of Purdue University with degree in Industrial Management. He joined the
Company in 1984, Prior to that he was in marketing with Eli Lilly & Co. For 11 years.

Richard W. Horn, 31, is the Company's general manager of its Tennessee of fice. He is a 1980
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Exhibit IV-3C
Biographical Sketches

{Continued)

graduate of Indiana University, with a Bachelor of Science in Business Administration. He
also received hi Juris Doctorate and Masters in Business Administration from Indiana
University in 1984. He joined the Company in 1984,

Ernest W. Maddock, 46, is the Company’s general manager of its Michigan office. He
is a graduate of the University of Michigan, Bachelor of Science. 1968, and received a Master’s
Degree on Marketing from Eastern Michigan University in 1969. Maddock was employed by
Turner Construction Company and ITT prior to joining Duke Associates
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Exhibit IV-4C

Developer Track Record

Cincinnati, Ohio.

Map# Name bescription

1 Park 50 TechneCenter A mixed-use development with more than 900,000 square
feet of office and office/research facilities and plans
to expand to 1.2 million square feet.

2 World Park A 1.0 mittion square foot business/industrial park with
ptans to expand to 2.5 milltion square feet on 300 acres.

3 Governor’s Pointe A mixed-use office, office/showrcom and hotel development
with 500,000 square feet of space with plans to expand
to 2 miilion square feet.

4 Governor’s Hilt Office Park An office park totalling 810,000 square feet.

5 Towers of Kenwood A 406,000 square foot midtown office building.

3 Entef-prisé Park A two-phase industrial park with 170,000 square feet of
office/showroom space.

7 Kerwood Commens Business Center A 95,000 square foot office complex.

8 Triangle Qffice Park A 172,000 square foot office park.

9 Tri-County Office Park A 102,000 square foot office park.

19 312 Walnut Street A 35-story, 550,000 square foot downtown office tower,

" Ameritrust Center/525 Vine 1 23-story, 390,000 square foot downtown office building.

12 S&L Data Center/312 Plum Street A 230,000 square foot, t4-story downtown office building.

13 Textile Building A historically renovated, 12-story, 214,000 square foot
downtown office building. :

14 311 Elm Street A historically renovated, 92,000 square foot, 7-story
downtown office building.

15 Governor’s Plaza A 265,000 square foot strip center.

16 Xings Auto Mail A 175,000 square foot strip center.

17 Springdale Tri-County Commons A 32,000 square foot strip center,



L

Exhibit 1V-5C
Track Record Map
Cincinnati, Ohio

4

~ 4 2

Governor’s

=

Tri-County

Ameritrust
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EXKRIBIT v-lC

RENT ROLL
WORLD PARK
BUILDING #8
9900 INTERNATIONAL BOULEVARD
AVERAGE
TENANT SUITE ¥ COMMENCE. LEASE  SQUARE RENT  EFPECTIVE
DATE TERM  FOOTAGE  COMMENCE, RENT P/S/F
CONTAINER CORP. 10-01-88 16 60,000 QB-01-BY $2.73
DUPLEX PRODUGCTS 10-01-88 120 60,000 10-01-89 §3.67
DOBSON MOVING & STORAGE 02-01-90 60 24,000  04-01-90 $3.88
DUBOIS CHEMICAL 01-01-90 60 48,000 03-01-30 §3.35
182,000 $3.32
BUILDING #9
10606 INTERNATIONAL BOULEVARD
AVERAGE
TENANT SuITE § COMMENCE. LEASE  SQUARE RENT  EFFECTIVE
DATE TERM  FOOTAGE  COMMENCE. RENT P/S/F
BAILEY CONTROLS COMBANY 01~01-89 60 2,400  08~01-89 $6.94
A.F.Y. DISTRIBUTORS 03-01-89 42 4,000 03-Q1-89 56.13
OHID TIMEKEEPING SYSTEMS 05-01-89 48 2,400 11-01-89 56.83
FULLER, MOSSBARGER (ENG) 05-01-89 60 3,200 05-01-89 $6.54
NORTHWEST ELECTRIC 12-01-88 60 2,800  12-01-88 $6.46
PRIMEDICA HEALTH CENTER 01-01-90 54 5,200 0L-01-90 $6.63
VENDING SVC.BY EAGLE INC. 03-01-90 60 4,000 03-01-90 $6.06
VACANT 34,800
58, 800 $6.47
e s e s
BUILDING #11
9924/9936 INTERNATIONAL BOULEVARD
AVERAGE
TENANT SUITE # COMMENCE. LEASE  SQUARE RENT  EFFECTIVE
DATE TERM  FOOTAGE  COMMENCE, RENT P/S/F
CINCINNATI SCREEN SUPPLY ¢7-031-89 120 12,800  07-01-89 55.96
UNITED STATES SHOE CORP. 12-01-88 60 15,200  10-01-89 $4.40
VAGANT 48,000
96,000 54,81
R ——————————en
BUILDING Fl4
5444 DUFF DRIVE
AVERAGE
TENANT SUTTE # COMMENCE. LEASE  SQUARE RENT  EFFECTIVE
DATE TERM  FOOTAGE  COMMENCE. RENT P/S/F
MCDOWELL PAGKAGING & SUPPLY 11-01-88 99 166,400  11-01-89 53.08
e S
BUILDING #i6
$468 DUFF DRIVE
AVERRGE
TENANT SUITE # COMMENCE. LEASE  SQUARE RENT  EFFECTIVE
DATE TERM  FOOTAGE  COMMENCE. RENT P/S/F
MCDOWELL PACKAGING § SUPPLY 10-01-88  §% 93,600 10-01-89 $4.36
TOTAL SPACE 606, 800
TOTAL LEASED 524,000 AVE. RENT $3.71
TOTAL VACANT 82,800
PERCENT OCCUPIED B6.4%
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Exhibit V - 2C
Preliminary Valuation Analysis

World Park
Cost Approach
Land Value @ $1.62 PSF {Exhibit V-3C) $3,046,090
+ Cost to Reproduce {Exhibit II-8C) +19,181,625
4+ Developer’s Profit @ 10% +2.222.772
= Estimated Value $24,450,487
Rounded to: $24,450,000
Direct Conversion Method
Stabilized Most Likely Net Operating Income '
(Exhibit V-7C) $2,154,800
[ Overall Capitalization Rate (Exhibit V-5C) / .095
= Estimated Value $22,682,105
Rounded to: $22,700,000
Capitalization Income Approach
Present Value of Most Likely Net Operating Income
@ 12.0% (Exhibit V-7C) $12,031,313
+ __ Present Value of Sales Proceeds @ 12.0% (Exhibit V-7C) +11,533.392
=  Estimated Value $23.564,706
Rounded to: $23,560,000

The three approaches to value indicate a range of values from $22,700,000 to $24,450,000. In the correlation
of value estimates, little weight is given to the cost approach because it reflects primarily historical costs.
The capitalized income or discounted cash flow approach is of ten used as the best indication of value because
it reflects a reasonable estimate of the property’s earning power on an annual cash basis over the next ten
years. Therefore, the value of the Property when it is fully leased at the most likely rental rates is estimated
1o be:

$23,560,000

Indicated Loan to Value Ratio at Stabilization: 94.9% .
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ADDENDUM
(1-5)



Sources and Usas of funds

Addendum 1

Duke Portfolio

{1) - Any funds remaining 1n this holdback after 24 months will be disbursed to Duke as

e it v

UNTT TOTAL
UNIT TOTAL COST PER COST PER % OF % oF
BUILDING COBT COSTS 5Q. FT. £Q. FT. TOTAL TOTAL

sources «f Funds:

Flrst Mortgage USFLG Haywood Oaks 510,000,000 547.55 18.9%

First Mortgage USF&G Hilladale $12,800,000 $62.33 24.2%

First Mortgage USF&G Park 100 37,700,000 546.18 l4.6%

First Mortgage USF&G World Park 522, 350,000 $36.83 42.3%

Total Sources of Funds: 552,850,000 $44.44 100%
Uses of Funds:

Construction Loan Payoff Haywood Oaks $8,523,238 $40.53 20.7%
Construction Loan Payoff Hillsdale §10,455,000 $50.91 25.4%
Construction Loan Payoff Park 100 $5,562,750 $33.36 13.5%
Construction Loan Payoff Worid Park 516,582,993 $27.33 40.3%

Total Loan Payoff 541,123,981 $34.58 77.8%
Return of Duke’s Equity Haywood Oaks $541,054 $0.45 1.0%

Return of Duke’s Equity Hillsdale $1,414,532 $1.19 2.7%
.Return of Suke’s Equity Park 1C0 51,389,793 $1.17 2.6%

iturn of Duke’s Equity World Park $2,598,632 $2.19 4.9%

Total Return of Equlty $5,944,011 $5.00 11.2%
Interest Reserve Holdback (1) 52,000,000 $1.68 3.8%
ist Generatlon Tenant Improvements

and Leasing Commission Holdback (2} 2,200,000 51.85 4.2%
Egtimated Closing Costs:

hppraisal $25,0090 . $0.02 0.0%
Engineering $24,000 $0.02 0.0%
Environmental $10,000 $0.01 0.0%

Broker Fae $396, 375 30.33 0.8%

Lagal $75,000 50.06 0.1%

USFsG Fee $528, 500 $0.44 1.0%

Total Closing Costs 31,058,875 $0.89 2.0%
paveloper’s Profit 5523,133 50.44 1.0%
Total Uses of Funds: 552,850,000 $44.44 100.0%

*Incentive Developer’s Profit™.

3} - Holdback for first generation tenant improvements and leasing commizsions will be avallable for disbursement as long

as there is vacant space available.
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DPDENDUM 2
PRO FORMA INCOME AND EXPENSES
DUKE PORTFOLIOC

QPTIMISTIC MOST LIKELY CONSERVATIVE
Gross Income 6,861,384 6,795, 089 6,728,794
Less: Vacancy 2@ 5.0% 343,069 339,754 336,440
Equals: BEffective Gross Income 6,518,315 6,455,338 6,382,354
Less: Operating EZxpenges @ $.62 PSP 734,569 734,569 734,569
Less: Structural Reserve @ $.10 PSF 118,921 118,921 118,921
Equals: Net Operating Income 5,664,825 5,601,845 5,538,864
Less: Refit Expense 147,016 143,173 143,331
Equals: Cash Flow Available for Debt Service 5,517,809 5,456,672 5,395,533
Debt Service Owed at Pay Rate 5,096,312 5,096,332 5,096,312
Less: Actual Debt Saervice Payment 5,517,808 5,456,672 5,395,533
Egqualss Cash Flow to Split [ o] 0
Indicated Debt Coverage Ratic 1.13 i.10 1.08
Estimated Loan to Value Ratio 84% 85% B6%

NOTE - Pro Forma at stabllized occupancy (24 months from initial funding).
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Addendum 3
Preliminary Valuation Analysis
Portfolio

_ost Approach

Land Value @ $1.81 PSF (Exhibit V-3A through V-3C)
+ Cost to Reproduce (Addendum 1)
+ Developer’s Profit @ 10%

= Estimated Value

Rounded to:

Direct Conversion Method

Stabilized Most Likely Net Operating Income (Addendum 4)
/ _Overall Capitalization Rate (Exhibit V-5A through V-5C)

= Estimated Value

Rounded to:

Capitalization Income Approach

Present Value of Most Likely Net Operating Income
@ 12.0% (Addendum 4)
+ Present Value of Sales Proceeds @ 12.0% (Addendum 4)

= Estimated Value

Rounded to:

$8,161,294
+47,067,992
+3.522.929

$60,752,213
$60,750,000

$5,601,846
/ 0955

$58,658,073
$58,650,000

$31,634,612
+28.876,480

$60,511,092
$60,500,000

" “he three approaches to value indicate a range of values from $58,650,000 to $60,750,000. In the correlation

.f value estimates, little weight is given to the cost approach because it reflects primarily historical costs.
The capitalized income or discounted cash flow approach is of ten used as the best indication of value because
it reflects a reasonable estimate of the property’s earning power on an annual cash basis over the next ten
years. Therefore, the value of the Property when it is fully leased at the most likely rental rates is estimated

to be:

$60,500,000*

Indicated Loan to Value Ratio upon Initial Funding: 80.4%

Indicated Loan to Value Ratio upon Stabilization: 87.4%

The commitment will contain an appraisal contingency which requires valuation by a lender approved

MAI-designated appraiser indicating a market value at stabilized occupancy of at least $59,250,000,

and an "as is" valuation of at least $54,660,000.
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ASSUMPTIONS 3

Addendum 4 PR
Combined Totals

Sunmary of Cash Flows

Most Likely Case

Lean Amount 52,850,050
average Effective Rental Rate $4.75
Average Stated Rental Rate 85.86
Avarage Re - Fit Exapense (PSF) 22.86
Average Re - Lease Expense (PSF) $0.50
Structural Reserves (PSF) 30,10
vacancy Allowance 5.00%
Growth Rate 5.00%
Cap Rate 9.,.09%
fotal Square Teet 1,189,214

CALCULATIONS @ YEAR 1990 1991 1992 1993 1594 19385 1996 1997 1998 1999
Gross Potential Income 4,341,080 6,050,720 65,795,000 6, 950,518 7,240,842 7,803,053 1,859,427 7,945,890 8,681,771 9, 260, 580
- Vacancy @ 5% (217,053} {302, 536) (339,755} (347,526) {362,042} (390,153} (392,971} {397,285) (434,586) [463,034)
= Effective Gross Income 4,123,998 5,748,184 6,455,336 5,602,992 6,878,800 7,412,800 7,466,456 1,548,596 8,257,135 B_,'I?'.‘, 646
- Dporating Expenses @ 50,60 pSF (731,115} {731,403) {734, 568) (741,018} {BO7,070) (B32,203) (896,875) (903,143} {1,038, 936) (1,116,939)
- Structurs) Reserves @ $0.10 PSF {114,921} {118,921} {118,921} (118,521} (118,821} {118,921} {118,921} (118,521} {118,921) (118, 921}
« Nor Operating Income 3,273,960 4,897,850 5,601,846 5,743,052 5,552,809 4,401,776 6,450,659 6,526,531 7,089,278 1,561,78%
- Ra~k'lt & Re-Lease Expanse g (140,228} (145,174) {402,781 (B17,069) {851,332) (44,893} {291,158) {1,236, 3841 {994,226}
= Cash Fiow for Debt Service 3,273,960 5,340,265 5,135,740 5,510,444 6,365,766 6,235,375 5,863,184 6, 567,561

4,181,132 5,456,672

outstanding Loan Balance 52,856,000

52,050,000 53,376,500 53,645,393

53,28%,833 53,006,846 52,005,757 52,850,000 52,850,000 52,850,900 52,850,000

Interest Rate 9.50% 9.00% 9, 50% 9.50% 9.50% 9.50% 9.50% %.50% 9.50% 9.50%
sabt Service Owed 8 Pay Rate 5, 02¢,750 5,070, 958 5,096,312 8,062,078 5,035,650 5,026,142 5,020,750 5,020,750 5,020,750 5,020,780
- Actual Paymont 4,492,250 4,804,065 5,456,672 5,340,288 5, 135,740 5,082,889 5,020,750 5,020,750 5,020,750 5,020, 750
w Accrued Intarest (Paydown} 528,500 286,893 {360, 360} {z78,187) (100,083} (56,757} 4] [¢] 4 G
= Hat Cash Flow {1,218,290) {46,333 o] a ¢ 427,545 1,345,016 1,214,625 842,414 1,546,811
4 Cagh Flow Guarantee 1,218,250 46,333 ] "] [+] & g ] o ¢]
= cash Flew to Split 0 0 9 0 0 . 427,545 1,345,016 1,214,625 842,414 1,546,811
x USF&G'a Participation 54.00% 50.90% 50.00% SAD.{)Ot 50.00% 50.00% 50.00% 50.00% 50.00% 50.60%
= Additlonal Interest to USF&G ¢ ¢ o ¢ o 213,773 §72,508 607,313 421,207 773,405
REVERSION CALCULATION
sales Price & 9.0% Capitalizatlon Rate on iith year NOI 89,685, 364
~ Saliing Expensoes @ 2,0% © 1,793,719
’
- gutstanding Loan Balance 52,850,000
.
= $ales Procaeds te Split 35,042,245
.
- USF6G’s Particplation in Sales Proceads 17,521,122
.
~ Borrowar’s Share ¥ 17,521,122
r
* gorrewer’s sales proceeds are subordinate to USFEG receiving a yleld of 11.5%.
USF&G’s Yiald Anslyels
USFEE Contributlons {52,850, C00} <] & ¢} & 4] Q@ o Q 0 Q
Debt Service to USFEG 4,492,250 4, 804,065 5,456,672 §,340,265 5,135,740 5,082,899 §,020,750 §,020,750 5,020,750 §5,020,750
Cash Flow From Operactions <] o [+} & a 213,773 812, 508 607,313 421, 207 773,405
Return of Capital )] ¢ [+] o 0 a o [+] 0 52,850,000
Cash Proceeds from Sale Q 1) [+} ¢ ¢ a [} +] 0 17,521,122
r521,
{52,850,000) 4,492,250 4,804,08% 5,456,672 $, 340,265 5,135,740 5,296,671 5,693,258 5,628,063 §,44%,9857 76,165,278
= Bstimated Yiald (IRA} 11.8%
Losnh to Yalwe Ratio N/A 27.1% B84.,9% az.a% 79.9% T4.3% 73.7% 12.5% 87.00 §2.9%
Annual Return on Capltal B.5% 3.0% 10.2% 1¢.0% 9.7% 10.0% 16,84 10.6% 10.3% 11.5%
pabt Covarage Ratlo 0.73 1.02 1.10 .13 1.18 1.27 1.28 1.20 1.4 1.5%
Braskeven Docupancy N/A N/ 87.6%

i
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Addendum J
Sensitivity Analysis
Duke Portfolio

Optimistic
Face Rate Reduction: 8.00%
| i Inflation Rate i
j overall i |
|  Cap Rate | 3.0% 5.0% 7.0% |
| o |
i ! !
! 9.5% i 11.5% 11.9% 12.9% ]
| =emeeseemeanesesne s Femmemsemeessessessessessesieceesesssneses E
! I i
i 9.0% | 11.5% 12.2% 13.1% |
it !
J I I
| 8.5% | 11.5% 12.4% 13.4% |
Most Likely
Face Rate Reduction: 13.00%
| | Inflation Rate i
| Overall | H
| Cap Rate | 3.0% 5.0% 7.0% ]
| 7S !
i - |
] 9.5% | 11.5% 1.5% 12.5% |
| o s |
| | I
! 9.0% | 11.5% 11.8% 12.7% |
\, e |
! ! [
! 8.5% ] 11.5% 12.0% 13.0% f
Conservative
Face Rate Reduction: 18.00%
[ N Inflation Rate |
} Overall ; |
} Cap Rate } 3.0% 5.0% 7.0% |
| == n et !
I ! !
| | 9.5% I 11.0% 11.5% 12.0% !
| U !
I I I
i 9.0% | 11.46% 11.5% 12.3% |
e e 1
! i |
i 8.5% H 11.5% 11.6% 12.5% }
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