Philip S. Shaw, esq.

99 Hancock Street ‘ _

Cambridge, Mass. 02139 -
Mayor Al Vellucci ‘
City Cquncillors
City Hall v

Cambridge, Mass.

Dear Sirs:

This letter is to request time in which to speak before the
City Council on Monday, February 8,1971, on the subject of Rent
Control. On February 3,1971 the Interim Administrator promulgated

definitions and guidelines on fair net operating income. These

"guidelines were distributed and will be published and applied

without any public hearing or any consultation with interested
c1tlzens. A copy of the guldellnes is attached

The guldellnes in their present form are objectionable in
that they violate the spirit and the intent of the rent control.

If these guidelines were applied as stated, almost every land-

lord would deserve such a substantial increase that the past

inflation in rents would seem small by comparison.
The guidelines are objectionable in the following ways:
1) Thefstandard_is circular:

- The standard is based on current market value. Current
market value depends on the level of rent and indeed it is
defined by the administrator as 5 to 7 times(gfoss_annual rental
income. After one rent raise the market value would increase.
This, without any rise in éost would necessitate a rise in rents
whicthould lead to an increase in market value, which would in

turn, lead to a rise in rents, ad infinitum.

If the administrator were fo fix market value as of the
level in March 1970, this problem could be avoided.
. 2) The definition of market value is Wildly variable, and
overly generous.. ]
A multiplier of seven tlmes gross rental 1ncome, while
suitable for appralsal, is based on an expectation of continued

inflationary pressure and cannot be used in this context.
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The variation permitted in the formula is so w1de as to be
v1rtually useless. '
A gross income of $25,000 will give a fair market value
of anywhere from $125,000 to $175,000- a variation of 40%.
Using the assessment figures, an even wider variation is
discovered. An assessment of $80,000 will yield a fair market
value of $200,000 or of -$320,000 - a variation of 60%.

The variation in Caﬁbridge assessment figures is too well-
known to discuss here, It is enough to say that assessments
are eccentric and any rule of thumb is apt to be useless in alto-
gether too many cases. '

3) The ratio used - 10 to ‘15 percent - is extremely variable
and outrageously high. In comparison with other standards}now
being used the lower or 10% figufejis at the upper limits of
such standards; the 15% figure is. so outrageous as to produce
absurd results like-the.following:

Let us assume that gross rental incoﬁe'based on the March
rents is $10,000. Using the multiplier of 7, We'get a $70,000
fair market value. Net income is 15%:of fair market value
according to the standard. Net income is gross income minus
expenses. Fifteen per cent of $70,000 is $10,500 which is $500

~greater than gross rental income. This entirely ludicrous

result is based, of course, on the extremes of the standard;
but it is definitely permitted. ' '
4) The Administrator would have us use the 7 "times" multi-

_-plier for apartment houses that are well kept up. A return

close to 10% is called for because the risk is less for a well
maintained property. According to him, a badly maintained
property presumably would have a multiplier of 5 and a rate of
return of 15%. '

This approach, of course, rewards the landlord for maintain-

"'ing his property badly and encourages him to let his property

deterlorate.
" Let us apply these flgures to our hypothesized gross rental

incone:

Well maintained’ bulldlng Badly maintained building
Gross Rental Income $10,000 $10,000
Fair Market Value 70,000 50,000

'R§te of Return 108 : 15%
Net Income 7,000 |} 7,500
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We can see that the net income for a badly-malntalned build-
ing is greater than that for a well-malntalned structure. More

1mportantly, the amount available to pay for expenses 1s so

~ small that it scarcely covers taxes, let alone fuel or upkeep.

In the example, we chose a gross rental income without stating

how much expenses were or how much money the landlord was making.
It is safe to say, however, that regardless of previous level of
profit, he now "deserves" a substantial increase over the March
level of rent - about 30%. '
5) It is useful to compare the results that would obtain under
the standards in current use elsewhere. o
a) Brookline's presont standard is the most generous one
currently in use. There the multiplier (rule of thumb) h
used is 5.5 times_gross rental. Fair market value,}
~ however, is based on assessment which olosely approximates
market value and was given at 100% in 1967-68.

The formula used in Brookline states: Net income should
equal the debt service rate (currently 11%) as a ratio of
fair market value. The nay I understand it, landlords who
were making more than 11% in March, 1970 will have their
rents reduced to 11%. All_those landlords who were making
less than 11% in March are given increases only to cover
the actual increases in cost since March and to malntaln
their previous profit rate. For example, a landlord who
was making 8% on the fair market value will not be allowed
an increase that would glve him a return greater than 8%.
Thus, the Brookline formula is con51derably less generous
to landlords than the present Cambridge giveaway.

b) New York's present standard gives a landlord 8 1/2% on
fair market value and allows a 2% deduction for depreciation
as an expense. This formula was recently enacted and was
designed to correct those problems that had arisen under

the older formula. T .

‘The New York standard probably does not even reach the
lowest limit set by the Cambridge standard, . since a 2%
deduction of depreciation wa an expense is not equal to a

2 increase in the rate on fair market value.



c) Boston's present standaid is based on operating ratio:

net ihcome‘as a pre cent of gross income. .The rule.
applied is that operating ratio 'should not be more than

45% and it ranges dowh to 40% fof~badly maintained buildings.
Although these are only rules of thumb, the Cambridge
standard ranges from a 50% ratio (which only obtains using-
the lowest of both figures) to an -absurd 105% ratio.

Using the guidelines, the'Cambridge standard probably gives
a 70 to 75% ratio which is so inordinately high as to

lead one to believe that the Administrator seeks to

frustrate the intent and'spirit of the act.

I submit that the council adopt resolutions ordering the

City

th

Manager‘tb: _

1) Hire a competent full-time administrator forthwith

2) Order the interim administrator to a) cancel the preseht
:étandard, b) to hold a public hearing on standards as.
soon as possible, and c¢) to halt all individual hear-
ings until a sueful standard and appropriate forms are
drawn up. '

Thank you for your consideration.

Very truly yours,

'}ifm'iw fllgjgé,sz#QQaaff

" Philip S. Shaw



CITY OF CAMBRIDGE
' MODEL CITIES PROGRAM

639 MASSACHUSETTS AVENUE
CAMBRIDGE, MASS. 02139
TEL. 868-8740

j ' February 11, 1971

Mr. Alfred E. Vellucci, Mayor
Cambridge City Hall

795 Massachusetts Avenue
Cambridge, Massachusetts 02139

Dear Mayor Vellucei:

The City Demonstration Agency, meeting in regular session on February 10,
1971, voted to go on record as supporting the proposition to have the City
Manager carry out his duty by appointing a full-time Rent Control Administra-
tor without any further delay and in the interim have the temporary Rent
Control Administrator (1) declare a moratorium on any further individual rent
control hearings, (2) abandon the temporary standard of "fair net operating
income", and (3) hold a public hearing to develop a more. equitable standard
as soon as possible. '

Very truly yours,

Hottses B e

Wallace R, Brown
Chairman of the Board

/ams

cc: Philip M. Cronin
John H. Corcoran



CITY OF CAMBRIDGE
MASSACHUSETTS

September 28, 1970

ALFRED E. VELLUCCI
MAYOR

TO THE HONORABLE THE CITY COUNCIL: | . i |
Pursuant to City Council Order of September 17th, 1970.,

that a Bluye Ribbon Committee be apleointed to adwiise the

City Manager in thve”‘selectioﬁ of an Administrator of Rent | R
Control, please be advised that the following individual's

~are hereby appo1nted to said committee: _ | | -

/’//f; %//75 Wépw 2 26’ W/’//// feff

Mr. Luke Agneta, /{7106 ‘President of the CEOC and Chairman
of the CEOC Hous1ng Convention, 379 Cambridge Street

Mr. Carl Barron, President of the Cambridge Property Owners
-Association, 2A Trowbridge Street .

"Mr. George Fantini, State Street Bank & Trust Company,

: 8 Leonard Avenue

Mr. Leonard Jones, Model Cities Board & Cambrldge Housing
Convention, 1054 Cambridge Street

Mr. Robert Jones, Niles Realty Company, 18 Brattle Street B ‘
Mrs. Janet Rose, Model Cities Board, 16 ‘Pine Street ~ , "
Reverend Dan1e1 Sheehan, 134 Norfolk Street v R
v S ' Respectfully submitted,
* e Ll e o
g v\ o Alfred E. Vellucci

\ "Ma yor




Cambridge, Mass..
February 11, 1971

ﬁw. Paul Healy
City Clerk
Cambridge, Mass,

Dear Mr.;Healy,

I am writing to request that I be sllowed to present
some of my thoughts on the subject of rent control at
the p ecial City Council meeting scheduled for ténight.
I hope at that time to present a reasonably detalled
rent control plan for the city of Cambridge which hope-
fully will get rid of many of the objections which hxm
have been advanced with respect to kixa other plsxx which
have been put forward. .

1 presented the gist of thls plan at the public
Rent Control heering held at Rindge High School
suditorium in December, but I didn't get to peak
until the end of the meeting, by which time most
people had left. Accordingly, i1f it is not asking too
much I would like to request that I be allowed to
speak sametime between 8:00 and 8:30, which would
allow me to respond to some of the things that had
been sald by the initial o eakers, but would not
be so late that either the people or the reporters
would be gone. If I am not interrupted, it would not
take longer than fifteen minutes. However, I don't
mind being interrupted, and am hoping to open the
floor for questions (4f the mayor permits me 8o do
so) following my talk, so it might run longer than
that.

I realize that it may be impossible to honor
this request, but hope that you will do your best.
I look forward to seeing you tonight.

Sincerely, .,
4 0 Ml

David Willlams



'SSYH ‘I90148KY7

[Lc Hd 8¢ Iy

4370 A2 40 340 - -
ABQ3AI303y 7

il
T



T

;;fCambrldge Clty Councxl
City Hall o
ff.Cambrldge, Massachuset*s

.:ngo the Honorable City Counc11

' WILLIAM H. WALSH
' AITDRNEYATLAW»

113 CAMERIDGE STREET
: cAMBRmGs, MASSACHUSETTS 02141

j'_;:z" 54;-_;3_3 s“s

_February 11, 1971

My name is, Attorney Wllllam H Walsh :IﬁteSide;at‘ZSlHurlhut Streethef

.htCambrldge and I practlce law from my of fice at 801 Cambrldge Street Camb-. -
- ur1dge L L LT A 4

Tonlght I am here as. attorney for a new 353061at10n whlch has been .

j”-formed in Cambridge called the Cambrldge Taxpayers.ASSOC1atlon (C.T.A.).

At a meeting which we. had last- nighty a discussion of rent control 1ts :”
1':adm1nlstratlon and appllcatlon to tax-payers was - discussed in 1ength As:

N ‘a result: of this. dlscu551on a series of proposals have. been nade Let me.

'h start out hy first. statlng that “the proposals which we are going to- suggest
-;;tonlght are based on what we feel will be the ‘only equitable solution to a-

* “long series of events which has caused and is cauS1ng serious flnanc1al harm
: to many tax-payers._v : :

I would llke to call to the attentlon of thlS honorable board that

R Massachusetts Gene al Laws 842, namely the rent control act, ~was: passed. by

~ . the City Council on. the 17th day of September, 1970, to become effective’ on
: 1fﬁthe 17th- day of October 1970.  Due to the lack of fore51ght of our City - - -,
" . Fathers in adOptlng ‘the rent contrcl act with such great haste, administrative . -
- recourse was not technically provided unt11 the- first day of December, 1970.
" 'As a result of this, Mr. Cronin, the acting rent control administrator, had

'publlcly stated that no roll-backs would be allowed prior to that. date.

There were also exemption certificates granted to real eéstate tax-payers who

showed that it would be a great hardship on them to have their rents rolled.

"~ back. These exemption- certlflcates stated that the rents would be "temporarlly'

anusted pendlﬁg formal hearing to the November lst level.' They were on
City of Cambridge stationery and 81gned by the then Executlve Dlrector,
Joseph A. Spadafora, Esqulre

Then somewhere about the mlddle of December at the cries.of certain

'tenant organizations, the City Council urged Mr. Cronin, the acting director,

to withdraw these exemptions and Mr. Cronin so did as of the first day of

. January, 1971, All during the perlod of time prior to January lst, few if
- any hearings were held. By late January the ‘wheels of the admlnlstratvve

process. started to roll regardlng rent adjustments and eviction hearings.
During this period of time there was a question as to what procedural efforts

‘or procedural dev1ces should be used at these quasi-judicial hearings. Al-

though I have never seen any. off1c1al letter to this effect, I have heard
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_'h‘frepeatedly from hearlng offlcers that these were not to be con31dered formal -
ﬂ“,7hear1ngs but rather informal hearings and that the hearing officer's part

' was to be that of a determiner of fact. This rule was to- apply to both

_[' rent adJustment hearings- and eviction hearlngs ‘As a result of thls a .

f:'cllent of my- flrm, Mary. Manganaro who owns. property on- Pearl Street in -

i“f_Cambrldge came 'to our. office. ‘complaining-that two of her tenants had-

. -rolled back ‘their. rents in November and. December desplte the fact that she -

" "had an exemption certificate. ‘In late November I went to the rent control - L
ﬂfofflce, ‘then: located{at 57 Inman Street in Cambrldge and asked for ‘a hearlng D
for.an eviction "I;was ‘told by the young lady in charge that no certificates =
,fwere avallable.. I then. proceeded to: take my recourse by way of the district =

o court. T have attached to-this’ 1etter -a’ copy of ‘a dec1310n by Justlce ‘Haven =" i~

. Parker of the Thlrd DlStrlCt Court . of- Mlddlesex County  This. case holds that‘Z

. despite’ the fact of Massachusetts General Laws 842, that - landlord-is not -

_ .;'v1olat1ng thls chapter ‘because hls rental -agreement was subsequent to the

- ‘effective date of the said act. The court went on to state that this is
. ‘a situation in which the defendant seeks to: abrogate a. contract which was
”f[j}entered into by all ‘the. partles prev1ous to-the passage of the act, yet

‘. on countless. occasions, hearlng officers and employees of the rent- board
© . who knew of thls dlscuss1on, advxsed tenants to roll back rents to. the
o March 1eve1 ' - ' : : S :

It 1s, therefore, my contentlon that since thlS issue of roll back

act that the dlstrlct court has or1g1na1 Jurlsdlctlon over all matters; that’ .f-
the decision in Manganaro vs. Davis and Whitney, ejectment No. 4787 and 4788,
. is. binding on the City of Cambrldge and that this City Council tonlght should
Uf?lnstruct ‘the acting rent control: admlnlstrator and -legal counsel for the rent
. control board that all. tenants are ‘liable ‘to" repay-. to thELI landlords all
Q'moneys rolled back dur1ng thlS perlod of t1me._3 :

oo If the Clty Counc11 tonlght chooses to once more 1gnore the tax- payers,
- our recourse is to deduct all loss of legal rentals from our real estate bill
~and to .ask for an abatement on our' taxes and if we fail to get this, we will
- appeal to the State Tax Appellate Board. X ‘am not Just talking of a few’ 1solated 2
'tax-pavers, I am talklng about-a tax-payers' strike in protest to the contlnued
discriminatory actlon of this council against them. :

- I would like to point out to this honorable body that the taxes for
1970 were increased in the sum of $18.Q0, which represents an increase of
19.69% or a minimum 5% increase. But what this council for one reason or
“another seems to be ignoring is that this roll-back for the month of December '
and -January represents a double taxation agalnst the tax-payers.-.Let me .
: explaln further. ‘

I am not argulng the merits of the legallty of rent control The
Supreme Court has decided this in the affirmative. But what I am saying
R tonight is that you councillors have nearly inc¢reased the tax rate 20%; you
have rolled back the rents which in some cases amount to between 3% to 10%
decrease in income; you have gone forward and raised the cost of water 30%;
you. have raised flremens'-and’policemens ‘pay 8% for 1971; you are negotiating
an increase. W1th the Department of Public Works, and the Clty Manager has

'hgwas not" argued before the Supreme Court-and since by virtue of the rent control N



-Page 3

7-"fCambr1dge C1ty Counc11

S February__ll 171

' :stated that a11 c1ty employees W111 recelve the same 8% ralse ‘as’ the Flre
,Department and the: Police Department ‘the. budget for the School Department

.. has increased 1.7 million dollars or an increase of $5.66 on the tax rate,
- +“the teachers: and the school commlttee are still negotlatlng a contract which

=’~ﬂ{jretrospect1vely back to January, 1971

' may amount in a. further hike in taxes,. you ‘have ‘created a rent control board L

;;;w1th -a-cost of another. mlnlmum $2 00:to: $2 225 on" the tax rate and you will some~ s
. time before’ August set a tax rate which from all- ‘this evidence will raise S LR,

fffanother minimum 20% and for: whlch the tax-payer W111 be requested to pay

- On the thlrd day of February, 1971 a: formula for determlnlng a. fa1r
.fnet*operatlng income was. devxsed and made publlc., This formula first of all .

- .. made an assumptlon ‘that all owners values would be ‘determined at 100% equlty
.. rather than ‘consider- mortgages ‘and’ the1r effect. on the- real estate mortgage.’
.- Now as. this honorable council must: ‘know and. understand mortgages today are

' at’'a very: hlgh rate of. 1nterest and" second mortgages- and improvement loans ,f.’” .
‘are liable to- extremely high. 1nterest rates so the landlord with:a- mortgage

| - had. to be judged on this formula despite the fact that his- interest and-

__prlncrpal payments were. deflnltely a determlnlng factor on hlS rents.,]-

. Asa. second method of determlnlng falr market value, five to. seven
'tlmes the gross annual ‘income from 1969 would be multlplled Agaln ‘this was
based hot on- present incomes but on incomes as of 196%. ‘Is thlS truly a.
-realistic figure since all. costs ‘have splralled s0 hlgh since 19697 Would

" “any of you- Clty Counc1110rs be W1111ng to accept pay salary of 1969 1nstead
.19719 _ , _ o _

Thlrdly net income is sald to. be between 1OA and 15% of the market frud

" value and that the higher the: quallty of the property, the lower the mult1p11er B

?Thls -reflects the risk factor. Page 2: of the Landlord's Supporting Statement
" asks "What is the year of your burldlngV" ‘The reason for such a question is
- this. If a bu11d1ng is bullt around the turn of the century, . ‘there is a
greater risk factor. It is normal to assume that more repairs will be needed
more often than in a newer or-. recently renovated bulldlng But considering
the fact of what you are allowing as a risk factor, you’ are surely limiting

a landlord and telling him that he must make all necessary precautions to
-stay within 1§$bof the fair market value which, remember, is based on your

1969 income. Now I ask you councillors, can anyone get a plumber or electrician

- for the same price that they did in 19697 Can anyone obtain any labor services
that they did in 1969 for the. same ‘price? The formula as suggested went -on

to give what is considered the correct percentage of increase in cost of heat

for 1970 without taking into account because of ecology many buildings now are

_switching to No. & fuel. ::It _speaks: of utilities. How many of your councillors -

realize that on to your electrlc and. gas bills there is a fuel charge - On your
formula you show water to be $10.00 to $30. 00 per unit per year. That is fine

., if you only have one or two people living in a building. Have you considered -

- the effect of a 30% increase that went into effect on January 1st of this year°
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}LQOn your 3an1tor1al fees you. state that $40 00 to $60 00 per unit per year."
" should be the cost. I say to you that: the cost of labor today would. make

:..;those figures more approprlately $60 00 to $80- 00 per-unit. per year . On-

' insurance, the formula states that. I%% to. 3% of gross income.  Insurance

jd;‘has;gone up desprte the notation that there . is little ‘increase. Would you
7. take'into consrderatlon ‘the man. who bought a: house 'in 1970-1971 -~ a

¢ wooden' frame multxple dwelllng7 Do you. counsellors 51ncerely belleve
gpthat l%%' cover his 1nsurance needs today’

R “nContlnuously"you have glven 1nto the tenants assocratlons w1thout -
:jtregard to the tax-payers' ever- 1ncreas1ng costs Tonlght we,. ‘the taxpayers L
'tare demand1ng the following & : - : o

- l that all hearlngs contlnue, that no further VLOlatlon of the

V"};due process of Iaw be. placed agalnst any taxpayers in the c1ty

‘o '*'2 whlle the formula glven by the board 1s not the most perfect
.‘formula and Whlle we . the: taxpayers. -could - flnd many ways.. ‘to- 1mprove thlS, R

h&gthat this: present formula as given by the rent: control: administratot _
-.;jcontlnue in operation and that the City Councll hereby allow the: rent _tv*

"rfffboard without any further polltrcal 1nterference

" control -administrator to promulgate the admlnlstratlve rules of the

L ' ,3;? that since the rent control admlnlstrator has the power to
-gpromulgate such. rules and regulatlons as he deems necessary, that a

;K;Tpubllshed 1lSt of (a). .administrative procedures before the board be. 57
‘sjglven by him to all interested parties, (b) ‘what is actually necessary

.7“.in a supporting ‘statement 81gned by a: landlord should be con51dered an’ . .
" affadavit (c) that a-full time appraiser be hired by the. City to determlne

what .is a falr market value (d) that in order to avoid. harrassment of the

‘“:landlord that a C.P. @. be app01nted by the city to verify supporting

'_statements of - landlords (e) that better securlty ‘be glven to prlvate 1n-
‘.formatlcn leulged by the landlord taxpayer o S

' Now members of the Clty Counc11 1f you proceed tonlght to stop
'rent adJustment hearings, to polltlcally jnterfere with the formula set
by the rent control board, or in any other way cause preJudlce to the
taxpayers of thlS c1ty, a tax strike- in Cambrldge is- 1nev1table

I think yoe should con51der and repeat, espeC1ally here tonlght
that the rent control law is not purely a tenants' law nor a political
vehicle to obtain votes. We all realize that there are more tenants than
‘landlords but we also must realize that it is the landlord taxpayer who has.
‘kept" Cambrldge on the "go" and W1ll in’ the future be the backbone of the
“city-. : . .

Very truly yours,

CU/Mu,v-n - (/UL”X/QA

,; William Holland Walsh

| Attorney, Cambrldge Taxpayers “

Association
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.1746 CAMBRIDGE STREET
CAMBRIDGE, MASSACHUSETTS 02139

TEL: 492-4462 / 4463 [ 4464. - -
RENT couréox. uoi».mlsmanqw -
| o February 3, 1971 | ;
. ) _ . 5
DETERMINATION OF “FAIR NET OPERATING .
. _INCOME" -~ , ;
- A fair net return on investment should range within ?
-~ 10%~15%. Investment should be taken as the currént F
- market value of the property. :
With a well-maintained pProperty there is less risk :
involved ané the return should be on the lower end - h
of the scale. . F
A property. in poor condltlon 1nvolves more rlsk and i
e merlts a hlgher rate of return, AR ;g
To determlne the Market Value of the property : ¢§
_ E
1) Assessed valuatlon is generally between 25% and S CE
_ 40%" of market.value. . - - - h
. 2) Between 5 and 7 ‘times gross annual “income equals X
o market value. o o =
. . - 3) -Net income should be* between 10% and lSA of . B
O . market value. : ’
™ 4) C As a rule of thumb, market value equals three tlmes
7w, assessed value. N
"‘Re: 2) = the higher the quallty of the bulldlng, Y-
A . - the higher the multlpller to ‘be. “used, i. e.-7. SR &
»f S e - ) ' | *"
- AR Anl127ls of Landlord s Supportlng Statement : §§
o Jrffﬁélfl:“.HEAT . ~Smaller bulldlngs =~ #2 0il = 5% 1ncrease in 1970 R X
B Larger bUlldlngS = #5 01l -Z45% - oo "
o S : T - #6-0il -78% . n o N " ;f
' _,_h;igf;f.:f;;ydi_;;, Heatingrcost -in smaller“bullaings is" 10%-30% of G e

S "gross income. .

oo 2
a7t

- i S T -%: ‘Heating cost An’ larger buildings is 1%%—10% of &
e e e - gross. income. Lo , 'f{%
" - Yoo REAHRARE ‘:_: vt g D b e Wt ; )
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S 5. UrrLTTIES ¢ o frra .
ol , Less than 2% of gross 1ncome."*Pﬁ«Ob ci;\ ot
‘ Co - ($20 - $30 per unit per year) bkfjl" AR <

3.7 WATER $10 - $30 per unit per year. -
_ . .. Figures dependent on number of occupants in
unlt

T8 " jetTh SIE LMW T g o s

A‘4; _GAS.‘- Rlseof 7% in 1970. :f 3 f-

5. JANITORIAL ‘ S
.$40 - $60 per unit per year. T
If janitor is provided with apartment, add to ‘ b
-gross income estimated income from that unit. _ -
“Deduct Janltorlal expenses. , ' ‘ !

- 6. REAL’ ESTATE TAXES

. 20% - 25% of gross income. : .-
" Tax rate: 1969 - $91.40 per $l 000 of assessed g .g
L , v evaluatlon. o &

L 1970 -$109.40 " " : g !

_ ... . This represents an increase of 19.69%. .
” Gross income has to go up 5A to cover thls tax : ;?
' . increase. , o. o §

) - . . C A

* . ..~ 7. INSURANCE . | ' o o .

S 1%% - 3% of gross income. This has not gone up Lk
substantlally over the last year. : ‘

s L * Frequently 1nsurance 1s bought on a three - . . é
o .vng,l,‘=;-f;_ year ba51s. T . I i

T B MANAGEMENT oo Do oo -
R Allow flat rate of 7% of gross income - th1s W

LS ETEY

A

- -h\ﬁiﬁ’wvﬁPsr:“figure recommended by the Boston Real Estate 7’],T W
. : .i;fd;i",,:ﬁ~‘80ard. | )

. R S 'Owner-managed should be allowed the management

E IR - fee. R .

g. oo _.:_: v o ) . i . . : -

' T9,0 MAINTENANCE AND REPAlRS - R

i e kil o -5 ¢ Many of these may be - considered as capital
s =77 . improvements. - . .
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R 10 . MORTGAGES .
R Principal and interest - not an expense. .
: . " ‘Consider the fair return on the entire : K

. - : investment as if the landlord owned the ~ 1 i
ST e property outrlght. : - Ce e - . fa

R R A

Coo e e The above are ONLY guidelines. Consider the actual
: s “expenses which the landlord presents and substantiates
as.the best evidence.
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ll)., 5-7 times'gross income from.1969 equals market value.
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2) Compute progg‘ed annual 1ncome..'

N ,*1?3) Proposed annual income less 1970 expenses equals
O A ~&-ftf - :_ '1~_ :~; - proposed net 1ncome.v“";#
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Proposed net 1ncome dlvzded by market value equals
R o rate of net 1ncome.-‘ '
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Ever since the City Council passed "rent contrel® in Sedteamber
the performance ¢f the government has been to sabotage 1ts own‘Ihha%'
gggugﬁyhaftfr &nother., Now Hent Control adminigtrator PHILIP M o

. as invented a definition of "falr net operating income"
that will insure rept inereases for all Cambri@ﬁe ténants, In
Some cases our rents may doubie! All rent rollbacks will be
undermined, It means that landlerds can petition for just about
any rent increase they want, : : '

Cronin's new standard says:

"A falr return on investment should range within 10 - 158,
Investment sheuld be taken as the current merket value of the
property.” : A

This standard is corpletely phoney and circular in its loglic,

Investment has nething to do with market value. If a landlord
buye a bullding for $100,000 he makes a down payment eof $20,000
or $30,000 and takes & mortgmge for the rest, His investment 18
$20,000 ~ $30,000, It is not $100,000t There's & hell of &
dlff:r?nca between 10% of $20,000 and 10% of $100,000 as allowable
profit '

A-bullding'e market valus is geing to be defined as 5 to 7
times its snnual rental income, Cronin gives the landlord & 10-15%
return on “market value”, In other words a 10 - 15% return on § = 7
times the old rents. The higher the remt, the higher the increaset




HOW CRONIN'S FORMULA WILL twagg“

Let's look 6t & S-year-old bullding with 14 apts at 23 Mellen
Strest, owned by Mr George Economy. We‘ll use Cronin's formula
te cempute the "proposed annual income" (NEW RENTS) that will

be allowed for this bullding. |

First we have te compute the builﬁiﬂg‘a “market value®, Cronin

sets this at 5 te 7 times the building’s 1969 gross Tental income.
‘Sinoe 23 Mellen 18 a newer puilding, its figure Will be 7 times
(because Crenin says, "the higher the quality of the building, the

higher the multiplier teo be used”). '

. In 1969 23 Mellen took in $33,480, Multiply this times 7.
% x $33,480 = $234,360 - and this is the building's "market
- value” as defined for the City by Cronmin, _

_ Now we can cempute the "proposed snnusl income”. When My
Ecenomy petitions the "Rent Control" Office for a rent increase, he's
telking about his "proposed annual ipcome”, Cronin says this should
be high eneugh te allew & "prgposed Eﬁg};ggg%ﬁ“ equal to 10 gg'%j
per cent of the bullding's ‘*market value®, This 18 what gives the
landlord his "FAIR NET OPERATING INCOME".

' Crenin's standard says that in this profit range of 10-15%, the

lower rates go to buildings in good shape and the higher rates go %o

those in bad ghape -- to make up for the vpigk® of owning rotten

wuildihgsl  (Net & werd about the risk we take living in them., )

'~ 23 Mellen 1s in pretiy geod shape - let's 88y the "Hent Ceontrel”
Office alleows poor Mr Economy enly 12% en 1t.

Now PROFIT is INCOME minus EXPENSES, Translating inte Creninese,
we say Propesed Net Income is ?g&gggﬁﬁ,khggﬁl,xggggg minus 1970

Operating Lxpenses, 'Operating expenses” includes taxes, water,
naintenance, ete, but not mortgage payments,

23 Mellen's eoperating expenses in 1970 were $16,215. Now Mr
Economy can ask & "prepesed annual income” on thls building gr&ﬁ@
enough to allow him & rental profit of 12% of .the “market value™ = » =

124 of $234,360 (mkt value) is $28,123. { PROFIT plus

 add his expenses which were 816,215, EXPENSES equal
’ - PPN proposed annué.

so he can now collect $4k,338. INCOME, )

(The fermula can be stated: proposed net income = proposed
annual lncome minus 1670 operating expenses divided by
" the market value. In the case of 23 Mellen,

. -
12% - X . $16'21” : v x = $44,338,
- 234,360, )

THIS IS HOW MR ECONOMY CAN RAISE HIS RENTS te get & new tetal
of rental income $ik,338, He got $33,480, in 1969, and Cronin‘s .
standard would allew him te get $10,858, more. ln rents for 1971,
Broken dewn for the 14 apartments over 12 months, this means that
each tenant would get a rent increase of $65,00 a mentht Thls
18 & 26~ 45% incresse for the tenants at Mellen Streett

THIS STANDARD MEANS THE END OF RENT CONTROL

Crenin's new profit formula ls designed to insure the
1sndlords® profits and give them the free relgn they've always had ;
but now under the cloak of “"rent econitrol”., This standard will
completely undermine all gains won by tenents froem the new law
and turn rent control inte & tool ef landlords for raising renta,




The reason for rent control is to restiPict r@nxs; It is part
of a larger need to control prices while pesopae's real wikjes are
being eaten away by inflation and unemployment. ‘The only way
to eanforcs rent control is to freeze, all rents. In Cambridge
reats sholld be reduced 25% or more to conpensate for the
superprofits that lsndlords have exploited from the tenants of
the city in the past few years.

Phe landlords cry: "Who will invest in housing? Who will
build new housing if we are restricted?" Our answer is this:

The landlords have done a lousy job of building new housing and
that's why we're in the mess we're in now. Further povernment
gupport of the landlords, like that given by Gronin and furnished
by the tax laws (profite Cronin doesn't nagin to compute) can
only keep the housing situation going in the same direction it
has been geoing, downhill! The only real solution to the housing
srisis is real control of rents across the nation to give tenanto
the relief they need today. The government must dirsctly build
(not through incentives to private developers), within the next
five years, the 20 million units of _housing that were called for
in Presidant Eigsephowers 1960 Commission on National Goals, and
nave never been built. : )

The Cambridge Tenants Organizing commiﬁtee incorporates
these gosls into its program: :

1) No Rent Increases, No Evictiona
S ~2) Decent Houaing For All People! Build 1%,000=20,
i low rent housing units in greater Boston every
yonri ‘ ‘

\ / s l) jf oL c@MffW
2) RESCIND THE PROFI iis

595 MASS AVE R 201 154 - 2064
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Ever since the City Councll passed "rent contrsl" in Septepher
the perfermsnce of the government has been to sabotage 1ts own law  _
gﬁgmﬁﬁy after another, Now Rent Control adninistrator PHILIP N

’ has invented a definition of "falr net operating income"
that will insure rent Eﬁﬁ%@gﬁgﬁmﬂEE all Cambridge tenants, In
sSome cases our rents may doublel +All rent rollbacks will be
undermined. It means that landlords can petition for just about

any rent 1nereas&vthey want .,
Cronin's new standard sayss

"A falr return on investment should range within 10 - 15%,
Investment ghould be taken &s the current merket value of the
roperty,*

This standard is camp&eﬁely phoney and cireular in its leglo.

Inveatment has nething Lo do with market value. If a landlord
buys & bullding for $100,000 he makes & down payrent of $20,000
or $30,000 and takes & mortgage for the rest, Hig investment is
$20,000 « $30,000, It i# not $100,000t There's a hell of a'
differ?nce between 10% of %35,000 and 10% of $100,000 as allowshle
profitt '

A-bullding's market value is going to be defined as 5 to 7
times its annuel remtal income, Crenin gives the landlord a 10-15%
return en “market value”, In other words & 10 = 15% return onm 5w 7
times the old rents. The higher the remt, the higher the increasel

VER >




HOW CRONIN'S FORMULA WILL "WORK"®

Let's look at & S-year-old bullding with 1% apta at 23 Mellen |
Street, owned by Mr George Economy, We'll use Cronin's fermula |
te cempute the "propesed annual income” (NEW RENTS) that will

(oSS U

be gllnwed fer this bpuilding,.

sets tﬁ;rst+f§ gafﬁ te compute the bﬁii&inggs “marké§ value”, Cronin
his at § te 7 times the building‘s 1969 gress rental inceme,
Sinoe 23 Mellen 1s a newer bullding, its figure will be 7 times
{(because Crenin says, “the higher the quality of the building, the
higher the multiplier to be used"), :

 In 1969 23 Mellen took in $33,480, Multiply this times 7.
C 7 x $33,480 = $234,360 - and this is the tuilding's "market
value” as defined for the City by Cronin,

Now we can cempute the "propesed annusl incoeme”, When Mr
Economy petitions the "Rent Control® 0ffice for a rent increase, he's
talking about his "proposed annual income"”, Cronin saya this should
be high eneugh te allew & "propesed NET lncome®” equal to 10 to 15
per cent of the bullding's “market value”, Thls 1s what gives the
landlord his "FAIR NET OPERATING INCOME®, '

Crenin's standard saye that in this prefit rangs of 10-15%, the
lower rates go to buildings in good shape and the her rates go to
these in bad shape ~- to make up for the "risk" ef owning rotten
buildingsi  (Net & werd about the risk we take 1iving in them.)

23 Mellen is in pretty geod shape - let’s say the *Hent Contrel”
Office allows poor Mr Economy enly 12% on 1t.

New PROFIT is INCOME minus EXPENSES. Translating into Creninese,
ased” Wet Income 13 Proposed Angmal Income mimus 1970
' "Operating expenses” lncludes taxes, water,

Operating Expenses,
malntenance, ep but net mertgage payments

23 Mellen's operating expenses in 1970 were $16,215, Now Mr
Economy can ask & "proposed annual income” on this bullding gregt
enough to allew him & rentel profit of 12% of the "market value" = ~ =»

12% of $234,360 (mkt value) is $28,123. (PROFIT plus

8dd hls expenses which were §16,215. EXPENSES equal
~ roposed annua.
so he can now collect §ik,338, ?uchE.)

(The fermula can be stated: proposed net income = proeposed
annual income minus 1970 operating expenses divided by
the market value. In the case of 23 Mellen,

124 = X = $16,215. x = $4k,338,
| 8234, 360. |

. THIS IS HOW MR ECONOMY CAN RAISE HIS RENTS te get & new total
of rental inceme $44,338, He got $33,480, in 1969, and Cronin's
gtandard weuld allew him to get $10,858, more in rents for 1971,
Broken dewn for the 14 apartments over 12 menths, this means that
each tenant would get & rent increase of $65,00 & montht Thls
18 & 26 - 45% incresse for the tenants at 23 Mellen Street!

'THIS STANDARD MEANS THE END OF RENT CONTROL

Crenin's new profit formula is deslgned to insure the
lendlords® profits and glve them the free relgn they've always had,
nt now under the closak of "rent control". This standard will

" completely undermine all gaing wen by tenants frem the new law
and turn rent control into & tool of landloxds for ralsing rents.

b5
2.?>7g? ) sz:
5% =%
17 ;12



The resson for rent a&ntrol is to restifict rentmg It is part
of a larger nﬁad to control prices while peopee's real waies are
being eaten away by inflation and unemployment. The only way
to enforce rent control 1s to freeze, all rents. In Cambridge
rents shobfd be reduced 2% or more to compensate for the
superprofite that landlords have exploited from the tenants of
the c¢ity in the past few years.

The landlords cry: "Who will invest in housing? Who will
build new housing if we are restricted?" Our answer 1is this:

The landlords have done a lousy job of bullding new housing and
that's why‘we re in the mess wo're in now. Further government
support of the landlords, like that given by Cronin and furnished
by the tax laws (profits Cronin doesn't begin to compute) can
only keep the hﬂuaing situation goiong in the same direction it
has been goine, downhill! The only real solution to the housing
erisis 1s real control of rents ncross the nation to give tenants
the relief they need today. The government wust directly build
(not through incentives %o private developers), within the next
five years, the 20 million units of housing that were called for
“in Pmmaidant BEigephowers 1960 Commission on National Geala, and
have never been built,

_ The Cambridge Tenants Organizing 00mmiﬁ%ee incorporates
thes@ goals into ite program:

1) No Rent Increases, No Evictiona

@) Decent Housing Por All People! Build 15,000=20,
low rent housing units in greater Boston every
yenri ' '

z) wa CRONIN
2) ﬁmcm Wf P&WFH’ STAM
YN0 A GRS WO ﬂim

S5 MASS AVE Rm70) 3542064 |



' w e ECOROMICS BULLETIN 3 All ECONOMIC ANALYSIS OF CHONIN'S *“..... "FAIR NGT OPERATING INCG :

Cambridge Tenants Organizi:ng Committee
595 lasse hves, Cambridge —  354-2064

SUMMARY OF ANATYSIS: The:formula promulagted by Rent Control Administrator Fhilip M. Cronin

: on Febe 3, "Determination of "Fair Net Operating Income"", reduces not
to é‘.‘ formula for determination of profitability of investment but rathe:
%o a formula guaranteeing a minimum%5% rent increase in all Cambridge
rental apartments this. year. The possible rental increases under this
formula go as high as 5%4. .The formula is also totally eircular and
‘will guarantee an increase every year., In addition, the formula
increases the real profit rate(net income/investment) ef all Cambridge
Rental propertiess =~ =

ANALYSIS

Cronin's formula says that "a fair net return on investment should range within 10-15/." He

then defines imvestment as the market value of the building, rather than as the amount of

money the landlord has actually invested in the propertye, Market Value is then defined as

5-7 times the 1969 gross ammual income(sum of all rents collected) o Cronin further says

TN 3 Tl bl . Vel Daliete. T LT 0 e, .. Tile e

7 " 5) Re: 2) - the higher the quality of the building, the higher the multiplier to
be used, l.es To" ' ' '

On the 10-15% return:

"With a wellémain'ﬁained property there is less risk involved and the return should
on the lower end of the scale.
"A property in poor condition involves more risk and merits a higher rate of return,’

Gronin's formula for Rate of Net Income(vhat he also calls a"fair net réturn " is:

RATE OF NET ‘INCOME = PROPOSED ANNUAL INCOME - EXPENSES(1970) (1)
. MARKET VALUE |

To simplify this mathema’cical analysis, the following algebraic terms will be used:
| a) from Market Value = 5-7 x Gross Annual Income(1969)
MV = mI(1969)
where MV=llarket Value, m= market value multiplier(5-7), and I(1969)=Gross Anmial Inc:

b) Let R= Rate of Net Income(to fall between 10-15%) ‘

c) Proposed Annual Income is the new rent collection the landlord petitions for. It is
therefore composed of the old rent collection( I(1969) ) and the additional collectic
for the rent incrt?ases asked by the landlord(I'). '

Proposed Annual Income(PAI) = 01d Rent Collection + Increases
PAT = L(1969) + I!

d) Expenses(1970) is to be composed of operating expenses and real estate taxes but not
to include debt sgzrvice(mortgage payments). We can define as a-general principle tha’
the 1970 expenses are some percentage of the 1969 Gross Annual Income. '

| Expenses(1970) = e1(1969)

where e is’ the {‘catio of Expenses fo Gross Annual Income.*

¥ This analysis will be done using e in its algebraic form. From studies done by the Instit: -
of Real Estate, Management in Chicago, the ratio ef all dperating expenses(excluding debt sem
to Gross Annual Income for 1969 in Boston is 67:5% Since rent collections in Cambridge are
higher, the ratio(e) is probably lower. Also studies done of New York City by George Sternii
for a large sample(the Inst. ef Real Estate Mngmt. sample is small) show that for all type
buildings in Hew York City, the ratio of operating expenses to Gross Income ;a%lf between
52145, ‘ T



Thus if we substitue in equation(l) the algebraic terms we get: -
(2) R = PAT - E(1970) " R= Rate of Net Income
MV : PAI= Proposed Annual Income

E(1970)= Expenses(1970)
MV= Market Value

‘ Substituting into (2), PAT = I(1969) + I', MV = nI(1969), and E(1970) = eI(1969), we get

(3) R= (1(1969) + I') = eI(1969)
m1(1969)

Our object here is to solve the equation for I', the allowable rent inerease. Thus multiplyi:
both sides of the equation by nI(1969) we get

(4) RmI(1969) = 1(1969) = eI(1969) + I'
Transposing the first two terms of the right hand side of equation (4),

(50  RuI(1969) + eI(1969) - 1(1969) = I'

Factoring the left side of equation (5) for I(1969) and then switching sides for readability
we get the equation for the yearly increase in rent collection, I', allowed by this formulat

(6) Increase in Rent Collection = I' = (Rm +e = 1) I(1969)
Since the percentage rent increase is just the rent increase divided by the old rent collect’

the percentage rent 4ncrease allowed by this formulation is
' :

(7) % Rent Increase = I' = Bm+e~-1
1(1969)

Cromin's formulation thus reduces to a rigged rent increase, as will be elear in a minute. T.
formulation has nothing at all to do with real profit rate, which can only be defined ag the
ratio of net income divided by the actual investment mede by thc landlord. quation('() says
quite graphically that the landlord gets a rent increase when

s means "is greater the

(8) BRm+e=L> O

Since e, the expense ratio, is apprximately 60f, or «6% equation (8) becomes
(9) Ru+ 6 ~1%0
(10) Rm=- 430
(1) - R >4

Thus if Rm>.4, the landlord gets an increase, But this'is true always! For Cronin R is bebur
10*15%( .10 - .15), while m, the marke} value multiplier, ranges from 5=7, The worst *!;hgoz;et;'
formulation uses the lowest values of R and n(impossible in Cronin's formulation, since:
for a slum bmilding, R is high and m is low, and for a new building R is low and m is high;

compensate for one another). But take this worst of theoretical formulations: R=.0,m="%

T o
(12) Bm = 450 o . ‘
(13) (+10)5 = 4450 YES! Thus the landlord is guaranteed *
S » o increase, BEvery landlord in (ame:
' is guaranteed an increasel

* See footnets ‘en next page : -2 -

-



1
! OFSGREAT WILL THE INCREASE BE?

g Equation (13) tclls us that a rent increase is guarante.ed. How much will it be? The % Rent

nerease depends on three variables: R, m, and es Repeating equation (7); the percentage
ent increase is : : _ - » S .

o (7) % Rent Increase = Rm + e -1

Ju—

'he expense ratio, e, of 1970 Expenses to 1969 Gross Annual Income, will, of course, vary foi,'
111 buildings. But statistically*, according to the footnote below based on Real Estate Board

(14) 9% Rent Increase = Rn + <70 - 1=Rn - «30

Yote that the highei‘ e is, the higher the rent increase!

waSE STUDIES FBA TYPICAL BUILDINGS

© 1) Slwn Building(worst deal flor landlord) d) New Building(best deal)
_- R = ,13 : m=>5 R=,12 Lom=T
[ . . .
i % Rent Increase =,13x5 = ¢30 = 465 = &30 = 435 % Rent Increase = 12 x T = 30 = 54
35% Rent Increase 54 % Rent Increase
3) Slum Building(Best deal for landlord) ¢) Average Age Building; Decent Condition
R = ,15 m=5 T R=¢13 m=6
% Rent Increase = o15 X 5 = 430 = o45 % Rent Increase = 413 x 6 = ,30 = 88
f 45% Rent Increase 4&h Rent Increase

3) New Building(0-10 yrs. old) worst deal
R=.lo . m="7 .
% Rent Increase = (,10) x 7 = 430 = 440
406 Rent Increase

[HUS UNDER CRONIN'S FORMUL/A LANDLORDS WOULD GET GUARANTEED RENT INCREASES OF 45

* Expense Ratio, e

The Institue of Real Estate Management of ‘the National issociation of Real Estate Boa
says that in 1969 operating expenses in Boston were 67 5% of gross income for low-rise non—
elevator buildings, the typical type in Cambridge. This figure may not be accurate, as the
study sample is low, but it is clear that opere expe throughout the country fall in the 452~
o74 range, We will Bocept their figures for the purpose of this analysis. } .

Since Cambridge Rents are higher -than Boston, let the ratio be 65%, In a study done by
Emily Achtenberg of Urban Planning Aid for the Decs 13 Rent Control Hearing it was estimated
that an 11.8% increase in rents between was required to cover expense increases between
Lpril, 1969, and October, 1970(1} years). On a one year basis &% would be required, For thi

paper I have defined e as . «.
e = E(1970
'I"%'19—69§

From above, E(L 69) = 465 and this ratio is to be maintdined by raising rents &%, Therefore;
e | -

'{"9“‘“ %'_9:;8 .= 65(ratio maintained; I(1970) = 1,085(1969) (8% higher).

Thus our expense ratio,e;

B(1970) _ 165 I(1970) _ +65( 1.08) 1(.59) ) _
°= 1%%5%)‘ %‘g‘ = (1969 - = +65(1,08) = .70




WHAT HAPPENS TO THE REAL PROFIT RITE?

The 1n’cen‘clon of “tent Control is to control rents to :rellcve tcnants from the tremendious
A% dconomic burden placed on them by the shortage of housing and the scverely high rents,
Some people, perhaps; belicve its intept is.to protect the alrcady too-high 1969 profit rate .
of landlords, Clearly there is a contradiction between these two interests. Which :mterest
does Cron:u;n uphold? Le‘c‘s look at what hoppens to the real profit rate:

, (15) Proflt Rate = Net Income = _Gross Axmual Income(I) = Opera

o
~ Investment - INVESTIENT(INV “

Expenses includes taxés(real e's"cate)_. Rewriting the above y

, _ . (6) PR=I-E-MNP
IV

To see how profit rate has chmged we evaluate PR for 1969 and l97ﬂ.\proposed) Mortagage paymx
are the same for both yecars. ‘

PR(1969) = I(1969) — B(1969) =P PR(1972) = 1(1971) ~B(1971) = MP (16)-,‘

IV il
| 1(1971) = 1(1969) + I
- ' " . from eqe 6, I' = (Rm + ¢ = 1) I(l969§

Therefore 1(1971) = (Ra + @) 1(1969)

and since E(1971) is to be taken as E(197
' from sfootnote pgs 3, E(1971) =,TOI(1969
. ‘ Thus, since E(1969) = «65 1(1969),

B = B(1971) = B(1969) + 405 I(19¢

and substituting into 16) '
PR(1971) = (Ru + e) (196 69] -B(1969) .
Inv :

Rearranging,

CPR(1971) = (Rm + o = .05) 1(1969) — E(1969)
= i

i Thus the dlffbrenco in the profit rates lies in the first Jcerm of the above express:.ons s the
factor of the tern 1(1969) v

311(;971)_ ~ PR(1969) = (Rm + e = .05) 1(1969) - EL969) “WP - ;Q969) = B(1969) ~ WP

S:.nce the denomlnators are the same thls smpl:n.fles to,

4

D:Lfi‘erence in Prof:.t Rates = ( + e =1,05) I (lQGQZ
mv .

Ls we have seen on the previous. page, Rm + e has a mlm_mum value of 1.35. ’I‘hus as a m:Ln:Lmum,
the increase in the profrb ‘rate is .

Increase in Profit Rate = 30 151269) :

THUS NOT ONLY DOES CRONIN'S FORMULATION GUARANTEE 35-547% RENT INCREASES, BUT IT ALSO INCREAS.
THE PROFIT RATE(REAL) OF ALL BUILDINGS -IN CAMBRIDGE! o A

Analysis by Robert Pearlman

= —_ . TPebruary T, 1971 ' (
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DETERMINATION OF'"FAIR NET OPERATING INCOME"

A fair net return on investment should’ range within
10%-15% Investment should be taken as the current
market value of the property.

With a well-maintained property there is less risk
involved and the return snourd be on the lower end
of the scale. T

A property in poor condltlon 1nvolves more rlsk and
merits a hlgher rate of return.

To determine the Market Value of the property

Assessed valuatlon is generally between 25% and
40% of market value.

Between 5 and 7 times gross annual 1ncome equals
market value.

Net income should be between 10% and 156 of
market value,

As a rule of thumb, market value equals three

times assessed value. '
Re; 2) - the higher the quality of the building,
the higher the multiplier to be used, i.e. 7.
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Communicatio frqm_Egjlip S. Shaw,Esq.,

99 Hancock St.,Canbridge requesting time

in which to speak before the City Council
on Monday, February 8, 1971, on the subject:
of Rent Control

Febfuary 8, 1971
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