Draft for Illustrative Purpose Only


M e m o r a n d u m 

TO:

Possible J.V. Partner

FROM:
Dan Kohlhepp



John Bell

DATE:
September __, 2006

RE:

Phipps Tower Joint Venture



Atlanta, Georgia

* * * * * * * * * * * * *

The purpose of this memo is to outline in broad terms a possible joint venture opportunity to construct, lease, and sell the Phipps Tower at The Buckhead Mall in Atlanta, Georgia.

Property:


A to-be-built,  500,000 square foot, 20-story office tower

Location:




Approximate

Construction Costs:
Hard - - $150 psf or $75,000,000





Soft - -  $50 psf or $25,000,000





Total – 200.psf or $100,000,000

Land Value:


$30 psf or $15,000,000

Time Period:

Construction – 24 months





Lease-Up – 24 months after construction

Construction Start:
First quarter 2007

JOINT VENTURE STRUCTURE

Crescent:


Contribute land at market value, say $15,000,000

JV Partner:
Contribute equity capital equal to land value, say  $15,000,000

JV Debt:
$185,000,000 construction loan (JV partner could make construction loan)

Cash Proceed Splits:
50/50 until Crescent and JV partner each receives an 8% cumulative preferred return on equity and return of its equity contribution.  Thereafter, cash proceeds splits 67% to Crescent and  33% to JV Partner.

Joint Venture

Provisions:
-
Mutually agreed upon buy-sell agreement after construction and lease-up.

· Crescent to be managing general partner or member.

· Mutually agreed upon major decisions and provisions.

· Others . . . . .

Crescent Fee

Structure:
Project Management Fee:  3% of Hard Cost


Development Fee:  5% of Hard Cost


Leasing Commissions:  3% of Lease Value


Property Management:  3% of Collected Rents


Asset Management:  1% of Asset Value


Property Sales Commission:  3% of Sales Price

Estimated Pro-Forma At Stabilization:
	Gross Income:
	500,000 sq. ft. @
	$32 psf
	16,000,000

	-Vacancy Allowance 
	@ 7%
	
	1,120,000

	Eff. Gross Income
	
	
	14,880,000

	- Oper. Expenses
	@ $8 psf
	
	4,000,000

	Net Oper. Inc.
	
	
	10,880,000

	÷ Overall Cap Rate
	
	
	7%

	Est. Sales Price
	
	
	155,428,571

	- Sales Expense @ 
	5%
	
	7,771,428

	Net Sales Price 
	
	
	147,657,142

	- Mortgage Balance
	
	
	85,000,000

	Equuity Proceeds
	
	
	62,657,142

	- Partner Equity
	
	
	30,000,000

	-Partner  Cum Pref
	@ 8%
	4 years
	9,600,000

	Net Equity to Split
	
	
	23,057,142

	33% JV Partner
	
	
	7,608,856

	67% Crescent
	
	
	15,448,285


Next Step:
If you are interested in discussing further this joint venture opportunity, please call someone.[John Bell @ 770-622-9888 or Dan Kohlhepp @ 703-418-7710 or Henry Lomax @ 704-382-2420].
