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ABSTRACT

Information which condominium developers volunteer 
during a sale is insufficient for a consumer to arrive at 

an investment decision.
This thesis presents the reader the concept of the 

condominium: the responsibilities and related costs of
ownership, the operation of the condominium as a hotel, 
the costs against that operation and accompanying tax 
advantages. The reader acquires basic methods of investment 
decision making : he learns to set objectives, to compare
alternative condominiums using cash flow and appraisal 
techniques, to investigate management competence, to determine 
the likelihood of gaining a return on the investment and of 
realizing thfe possible benefits of ownership.

From this point, the reader is able to conclude 
which unit will yield the greatest overall satisfaction to 
his objectives of condominium ownership. Now, without the 
use of a computer, a consumer is capable of making an 
optimal purchase of a resort area condominium.
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INTRODUCTION

In this uncertain economy investors still seek 
to increase the rate of return on their capital. Such was 
the case as the author stopped through a thriving resort 
community to inspect a recently completed condominium.

Asking the salesmen about expected income versus 
expected costs, and getting few answers, the author de
termined that the purchase of a condominium would b e , at 
best an unpredictable investment.

To acquaint the prospective buyer with the 
condominium concept, the responsibilities, and the costs 
of ownership is the purpose of this thesis.

A study of the fixed and variable costs against 
the expected income from the condominium rental is necessary 
before the purchase of a condominium. Furthermore, a buyer, 
armed with a series of questions, could quickly determine 
the expected profitability of such an investment.

In the following sections the condominium concept, 
condominium rental, cost comparisons, and condominium 
selection will be investigated. The optimal purchase of a 
condominium results from the determination of which unit will 
yield the buyer the greatest overall satisfaction.
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CONDOMINIUM OWNERSHIP

Although condominium ownership represents a 
relatively new concept of property ownership in this 
country, condominiums date back to the sixth century B.C. 
in the Roman Empire, and have since enjoyed a popularity 
in Europe due to the high density of population and the 
limited housing available. (Berman, I 9 6 9 )

A condominium is the individual ownership of 
real property in fee simple of a single unit in a multi
unit structure, coupled with the ownership of an undivided 
interest in the land and in other parts of the structure 
held in common with all the other owners of the complex.

Condominiums may be bought, sold, mortgaged and 
are taxed separately. The fact that the owner of a condo
minium unit is liable only for taxes assessed against his 
unit and for the separate mortgage created by him gives 
him the same security and safety as the owner of a private 
dwelling.

It is important to remember that the owner of a 
condominium unit owns it in fee simple and enjoys joint 
ownership with the other unit owners of the common areas
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and the land underneath. In the more common co-operative 
apartments, the owner purchases stock in the corporation, 
and his unit is held under long-term renewable lease, or 
the co-op may offer the purchaser a deed to an undivided 
interest in the whole with a right to occupy a particular 
apartment. A condominium may be financed unit-by-unit as 
opposed to the co-operative which carries a mortgage on the 
entire structure with each member paying a part of that 
mortgage. In turn, co-operative members are open to fore
closure due to one owner not paying his percentage of the 
mortgage--the condominium offers a higher degree of security.

All co-owners of the condominium agree by contract 
among themselves, to share certain expenses common to the 
operation and maintenance of the structure, through 
monthly assessment upon each unit owner, dependent upon 
their respective percentage ownership in the common elements.

Resort Area Condominiums
The resort area condominium takes another step in 

ownership. The buyer interested in a resort home is hesitant 
to bear the full cost of a second home. To offer a chance 
to gain some return on his investment, the condominium 
developers turned to the rental management concept. Again, 
although a new concept in this country, condominium rental 
is an established practice in Europe.
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Some developers allow the buyer to believe that 
the condominium will pay for itself through the rental of 
the unit. This is very seldom the case, and the expected 
income is dependent on the condominium unit, the condo
minium location, the resort market, and the seasonal 
fluctuations of resort visitors. Subsequent sections will 
take up these considerations in the determination of an 
optimal condominium purchase. (Hayes, 1972)
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CONDOMINIUM COSTS

The most apparent cost of condominium ownership
is the initial purchase price. The owner will also be
responsible for some fixed monthly costs plus the common 
area assessments.

Purchase Price 
The price of a unit in a complex is dependent

on the stage of development and the location of the unit.
Furniture packages are either included in the price of 
the unit or optional to the buyer.

Development Phase Concept
Most developers assign a price to the condominium 

units at the outset of construction and the consumer has 
an opportunity to purchase the condominium unit, making 
his decision on the aesthetics of the unit from the 
architect’s model displayed in the brokerage. In this case, 
there is no discounting for purchase before completion 
of the building. Developers prefer the security and the 
cash flow of such an arrangement. Once this first phase
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of development has been completed the developer might 
begin Phase II, that is, the addition of more condominium 
units on the same property.

Other developers consider construction of the 
condominium (especially multi-storied structures) to be 
three-phased. Phase I begins at the ground-breaking 
ceremony. Unit prices are based on the expected cost of 
construction and the brokerages, or the development company 
salesmen, sell the condominium from the floor plans of the 
units. If the developer finds himself in a tight cash 
situation, he might discount the units to attract the 
needed capital. Phase I sales continue until the first 
floor units have been completed. Phase II prices are 
incrementally higher than the previous phase, in order 
to allow the developer to make up for the discounting.
Phase II continues until the roof has been poured over 
the topmost floor of the structure. The developer has 
the opportunity to raise the price of the units remaining 
to account for the unforeseen construction costs. Phase III 
continues until all the units are sold. The advantage to 
the buyer in the final phase is that he can inspect the 
unit which he would purchase, as opposed to the Phase I 
buyer who might discover his unit looks little like the 
architect’s model.



T-1510

The purchaser has greater security of satisfaction 
in the Phase III purchase, although the price might be 
higher than comparable units in the area. On the other 
hand, many Phase I buyers are able to reap the profits 
of up to thirty (3 0) percent appreciation on the resale of 
the units by the time the last unit in the complex is sold, 
provided the units are as attractive as the architect’s model

Factors Influencing Unit Prices
Most developers have set no guidelines in pricing 

the individual units in a condominium complex. Typically, 
the developer determines the cost of the complex, tacks 
on his expected rate of return taking into account the 
brokerage commissions. Past this usual method of pricing, 
many developers base the price of the unit on amenities, 
or status symbols, such as exposure (window space), floor 
space, adaptability of the unit for decorating, height of 
the unit above ground level (or above adjacent condominiums), 
direction of view (e.g., mountain-view as opposed to a view 
of the highway), and interior ceiling height. However, 
the determination of the value of such amenities is somewhat 
arbitrary, and the difference of price of two nearly similar 
units should be questioned.
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Furniture Package
Most developers offer the consumer the option of 

purchasing a furniture package through the development 
corporation, but there are some variations.

Some developers include the furniture package in 
the price of the unit. The advantage to the developer is 
the additional return from the transaction. The bulk 
purchase of the furniture through the developer could bring 
the owner a lower price on the decorations. However, the 
furniture package is usually higher priced the individual’s 
purchase of the setting, and the unit suffers a lack of 
imagination, variation due to the similarity to the other 
units decorated in like fashion.

As the rental visitor seeks a unique retreat, a 
novel change from his normal activity, the hotel-like 
accomodations of a poorly selected furniture package are 
likely to dissuade him from returning to the condominium.
The most impressive units that the author has visited were 
those of the owners who opted to decorate the unit themselves 
Such units, in fact, were most often requested by the 
returning visitor, and showed the best rental income, over
coming the incompetence of the managers of this particular 
condominium.
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Financing
Financing the condominium is dependent on the 

consumers' alternatives. The developers usually arrange 
a financing agreement with one of the standard loan sources. 
The interest rates of mountain property mortgages are 
typically high:

Term: 2 0 yrs. 3 0 yrs. 25 yrs.
Rate: 81/2% 81/2% 9%
Amount: 7 5% 8 0% 7 0%
Points: 2 2 2

Fixed Costs
To retain ownership the principal, interest, and

property taxes must be paid. The owner will also expect
the fixed costs of utilities (water, telephone, electricity,
gas), insurance, and in some cases, land leases:

Item 1-bdrm 2-bdrm
Utilities

Electricity 
Water 
Telephone

Property Taxes
Insurance
Principal 8 Interest 
Land lease (31f/sq.ft.)

Total ........................  4,095

120 120
360 420
144 144
390 470
170 184

2,610 3,001
3 01 350

4,095 4,689
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As the fixed costs have very little seasonal variation, 
they can be considered on a yearly basis, dividing by 
twelve to determine the cash flow per month.

In addition to the fixed costs of ownership, the 
consumer must also pay his share of the common area costs 
to the condominium association.

Common Area Costs 
Common area costs (CAO are costs incurred for 

maintenance of the common areas defined in the purchase 
contract. One condominium lists the following as the 
costs related to the common areas: 1) Management fee;
2) Salaries of administrative personnel; 3) General 
administrative costs; 4) Accounting and legal fees;
5) Groundskeeping; 6) Snow and trash removal; 7) Utilities, 
including electricity, water, sewer, and telephone;
8) Security. The same condominium fails to list the fact 
that the above costs are dependent, proportional to the 
management competence.

Those purchasing condominiums in a plant which 
has been operating over a year can examine the records of 
the condominium association for an accurate accounting of 
the common area costs. The developers of new projects 
are only able to offer estimates, based on experience of
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similar projects in the area:
The following is an estimated schedule of common 
area costs (these estimates will be adjusted to actual 
costs when the Condominium Association is established)
1) Electricity for common area: exterior

lighting 3 sauna, pool, etc. 12.00
2) Firewood (averaged over 12 months) 7.0 0
3) Maintenance (snow removal, trash removal,

and building-grounds upkeep) 22.00
4) Promotion and advertising 6.0 0
5) Management fee 2 5.00

Monthly Total ......... 72.00
The above costs were assessed owners of one and two bedroom 
units alike.

Another development company (registered with the
Securities and Exchange Commission) offered the following
description of estimated annual costs of ownership:

The presently estimated annual costs of ownership of 
a condominium unit are listed below although such 
costs may fluctuate and items and amounts included 
may not be all-inclusive. These estimates have 
been prepared by the Company based upon limited 
available cost data. Although the Company believes 
that these estimated costs are reasonable, no 
assurance that the actual costs will not exceed the 
estimated costs is given. Such estimates should be 
evaluated in the light of the fact that the Company 
has not previously managed a resort condominium.
General upkeep, including maintenance of common area, 
recreational facilities, general overhead, management 
fees, security and miscellaneous ( 1 ) ......... 1,7 50
Utilities including electricity, water, sewer, and 
telephone ( 2 ) ................................... 24 0
Total............................................... 1,990
(1) does not include repairs to individual units
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which will depend upon usage. Normal wear and tear 
to individual units which are subject to the Rental 
Pool Management Agreement is intended to be com
pensated by rentals distributed, if anÿ, to owners 
of participating units.
(2) Does not include electricity or telephone used 
by individual units. Electricity will be metered 
individually and charged to the owner or the rental 
pool operations as appropriate. Telephone use will 
also be billed directly to the user.

The company, as it is registered with the SEC, is 
unusually candid in its admission preceding the estimated 
costs. These estimates from the developer have very little 
practical experience in back of them, using the design 
specifications to come out with the expected power usage.
The consumer should check with similar condominium plants 
if at all possible.

Common area costs will be slightly variable through 
the seasons. In addition, common area costs are higher for 
those condominiums with inexperienced manager^ the owners 
effectively paying for management education, bringing home 
the fact that the consumer should check the proposed 
manager’s credentials before purchase of the condominium.

New condominiums with experienced managers will 
have a higher common area cost for the first year of 
operation as the building is settling down to an estab
lished procedure. Hopefully as management and plant adjust 
the common area costs will level out.
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CONDOMINIUM RENTAL

Research in the resort areas shows condominiums
yield approximately eighty (8 0) days of possible rental
usage. In cases where owners have used their units during
Prime rental periods, the total usage turns out to be
eighty (8 0) days by either owner or rentor. For example,
the condominium unit usage history from a sample rental
management company yielded the standard pattern:

Unit Days Owner Usage Days Rental Usage Total
A 2 6 54 8 0
B O  79 79
C 21 63 84
D 10 77 87
E 73 2 75
F 23 51 74
G 7 7i 78

The expected rentals in this resort area broke 
down to roughly fifty-five (55) days of rental during the 
winter season, and the other twenty-five (25) days during 
the rest of the year -- mostly the summer season.

Alternatives to operating on a total rental basis 
are limited. The best operations involve leasing the unit 
during the slower periods -- this does not have the possible 
yield from the nightly rentals (e.g., nine (9) nights at
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the rack rate of $45/night is worth $4 05.0 0 to the owner 
before cost deductions against the rental) , but the income 
is assured ($275/month). This also has the disadvantage 
that the owner would not be able to use his unit during a 
long stretch of the year. During the first year of 
operation the owner might lease his unit on the monthly 
basis; in this fashion he is assured of the income during 
the period the condominium is developing the return 
clientele.

One condominium manager felt the time of making 
money on the condominium has passed with the lower interest 
rates and lack of competition. The condominiums managed 
by his office might pay for the. expenses of the condominium 
management, but the principal and interest will be born 
by the owner.

Competition in the resort area rental market is 
increasing every construction season. Not only are the 
lodges and existing condodminiums vying for the same 
consumer market, but new condominiums are under construction 
in every resort area. For example, it is estimated that 
197 2 will find three-hundred (300) new condominium units 
in Brechenridge, Colorado, five-hundred (500) in Vail, 
Colorado. The condominium market seems to be flooding 
itself into the resort area. However, the future of the 
ski industry seems bright. Skiing is popular with almost 
every age bracket with people from every type of background
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and it has not been taken up by everybody who will take 
it up. The European ski slopes are so crowded that many 
have traffic signals, stop signs on the ski runs. So the 
market will continue to increase as the number of mountains 
suitable to ski adaptation are limited. (Peterson, 1972)

The rental pattern should level out when the 
development of an area has been completed. Most resort 
areas are limited by the valley size rather than the ski 
capacity of the mountain. (All areas have plans for the 
ski development of the entire mountain by requirement of 
the National Forest Service, not because the entire 
mountain will be developed.)

Before purchase a consumer does well to determine 
the number of new units in planning for the next two years 
of construction. Naturally, the fewer the better. The 
closer the condominium to the lift lines the more valuable 
the complex. People will pay rental for such amenities 
while condominiums down the road might see high vacancy rates

Rental Income 
Most resort areas are subject to the seasonal 

fluctuations of the tourist business. To level out the 
demand many areas are promoting the "four seasons" concept 

to draw visitors the year round. As it is, the seasonal
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business is recognized and the rack rates reflect this 
variation.

The year is considered divided into two seasons 
and one split non-season:

Ski Season Opening of Ski Lifts to
Slow Season 1 Closing of Ski Lifts to
Summer Season Memorial Day to
Slow Season II Labor Day to Opening of Ski Lifts.

Ski Season Rentals
Ski season rentals are the greatest source of 

revenue for the condominium property. The complex must 
be able to attract new business, but the success of the 
condominium is dependent on the ability to retain return 
business. The visitor would rather return to a familiar 
atmosphere which imparts a feeling of security and acceptance 
in the resort community.

Although most of the people interested in condo
miniums are looking at the newly constructed units, a 
measure of performance can be determined by the like 
projects which have been operating for a length of time, 
preferably five years of operation. The managers of the 
four or five year'old condominiums claim eighty (80) percent 
of their business is return —  the condominium owners occupy 
the units the other time. A consumer can judge the expected 
return business from the operation of condominiums in the
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in the same general location and rack-rate range. However, 
the consumer must take into acount the appeal of the 
decor and satisfaction with the rental management.

Another method of evaluating the projections for 
the ski season is evaluating condominium usage in proportion 
to the increase (or decrease) of the revenues over the 
entire resort area. The village merchants' association 
forecasts the upcoming year's revenue which could be used 
as the basis of such an estimation.

The ski corporation of the area would have a 
record of the skier days and this data could be utilized 
in the determination of the area outlook. Usually, the 
ski corporation has an estimation of the increase of area 
usage for the previous year and the forecast of skier days 
of the upcoming year.

The prime rental periods during the ski season 
are listed: Thanksgiving 4 days

Christmas-New Years 14 days
February 10 days
March 2 0 days
Easter 4 days

Total . . .  52 days

For the ski season of approximately 150 days, 55 days of 
rental usage is a good estimate.
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Summer Season
The summer season is dependent on the sales/promotional 

ability of the resort area association and the condominium 
management. The larger plants have convention sales de
partments (though often consisting of one person), although 
many lodges have meeting facilities. The convention 
business is significant not only for the immediate occupancy, 
but, also, for the return business generated for the 
following winter and summer seasons.

Summer promotion seems to be having an effect 
on the business at many of the resort areas. Those areas 
close to the interstate systems have realized an even 
greater increase of summer occupancies. For example, over 
the Fourth of July, one lodge in Vail had a full house; 
the management mentioned that ninety (90) percent of the 
visitors were walk-in, non-reservation travelers from the 
interstate, and the other lodges had similar experiences.

Slow Season
Many owners take advantage of the slow season, 

trading unit usage for goods and services. It is highly 
unlikely that the unit will be rented during this period 
between summer and ski seasons.

Owners have traded for $1600 off car payments,
$1000 in food bills, over $900 in clothing discounts, and 
the inestimable value of good will in business favors.
The time is charged against owner usage. The profits
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realized during this period are as variable as the owners 
of the units, and bring to mind the time-honored barter systems

Convention Sales
The rack rate at the resort area as a whole must 

be competitive with the other resort areas. The real 
success of rental sales to convention business is dependent 
on the convention personnel of the condominium, but 
seldom is this permanent leading to very little continuity 
in contacting the convention/organisation officers. If 
the condominium claims a convention sales department, a 
few questions would disclose the competence of the group 
in obtaining contention business. The personnel should, 
at least, be aware of the size of convention and the duration 
of stay the condominium is seeking.

The resort association should have some semblance 
of a convention sales department, and the condominium 
might participate to draw some larger conventions into the 
area. A convention sales department should belong to the 
International Association of Convention Bureaus CIACB). 
lACB members have access to data which has been collected 
on every convention/meeting orientated organization and 
association. This means that the resort area association 
convention sales personnel, in conjunction with the condo
minium Sales personnel, could determine the organizations
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with the proper size and potential for the area, for the 
condominiums of the area. The resulting increased income 
from the convention would benefit the community as a whole 
and help to fill the condominiums during the summer season.

Owner Usage

By now, it is quite obvious that if the owner 
wants to get the most revenue from his unit he should not 
plan to use the unit during the prime rental periods.

In some management contracts the owner forfeits 
the use of his unit except for a length which he selects 
at the beginning of the year. This takes away the owner's 
castle rights, but the management of such condominiums feel 
that this is the only way possible to make money for the 
unit owner. The condominium which uses this plan is 
returning money to the owners after principal, interest, 
and costs against income including common area costs, and 
has been in operation for five years.

Direct Rental Costs
Rental pool expenses will vary from condominium 

to condominium, the terms must be displayed in the rental 
management agreement. The costs will vary in direct pro
portion to the rental income, as the charges are deducted 
as a percentage of the revenue. The rental management
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company will receive a certain percentage (15% - 3 0%) of 
the gross rental for management services rendered. The 
company, as often provided in the agreement, as an expense 
chargcableagainst the units or the rental pool, periodically 
inspects the units, provides for cleaning and maid service, 
arranges for necessary repairs to the unit interiors 
resulting from rental pool operations, maintains a staff, 
contracts for supervisory, sales, managerial, legal, and 
accounting services, and provides such services which in 
their estimation are required to maintain the units in a 
rentable condition.

Housekeeping is determined by the hourly wage or 
as a percentage of the rental income. Housekeeping expenses 
in either case run from fifteen (15) to twenty (2 0) percent 
of the gross rental revenue.

Distribution of Income
In the course of investigations into rental pool 

management and the distribution of the income from the 
rentals, the author found two basic methods of income 
division: The rotation method, and the straight line
methods. A third method of computation has been taken up 
by a few rental management companies, but it is anticipated 
that more will implement the method on expiration of 
present contracts.
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Rotation System
The rotation system was designed and implemented 

by a group with no experience in condominiums attempting 
to equalize the owner revenue. In the rotation system the 
units of'Similar size are placed on lists. When a rental 
is terminated, the unit goes to the bottom of the list 
and works back up as the other units of similar size are 
rented; then, again at the top of the list, it is again 
rented out to the tourist. However, if the one bedroom 
listing had been completed and one of the two bedroom units 
rented, one bedroom of the two-bedroom unit is rented.
The method proceeds down the list of the two bedroom units, 
then goes to the three-bedroom units if necessary.

The problems are that ône rental could be a 
month, and another rental just two days, and the rotation 
list might again overbalance these units’ income. The list 
could range from only the one-bedroom units to a list 
which includes all of the one, two and three bedroom units. 
The inequity is apparent -- the owners of the two and 
three bedroom units pay greater common area costs, yet 
gross the same revenue as the one bedroom units.

Straight Rental System

Another capital equalization attempt is called 
the "straight rental" method. This means the unit which
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is rented gets the revenues, as above, but in this case 
the management is entrusted with the rotation of the 
units. The rental management company keeps the records of 
the revenues in the office, and tries to assign rentals to 
balance the revenue at the end of the year. This method 
sounds a little better than the previous, but again fails.

The flaw in the rotation system is its strict 
adherence to the rotation order without regard for the 
inequities of distribution of income. The flaw of this 
method is that the rental manager might be especially 
concerned about one unit above all the others. This method 
is too personal.

Income Average Rotation
A third method averages all of the units revenue 

for a month then puts a rotation priority on the lower than 
average units for the next month’s rentals. This idea has 
some merit, but only seems to work in the established 
condominiums. A variation on this method compares the 
income per unit with the mean for that size of unit, if 
one is down it moves to the top of the priority list to 
bring its income up to the average. This should be 
weighted by the dollar investment, increment basis, giving 
an e^ual rate of return proportional to the money invested 
in the unit.
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Value/Availability Distribution
A more equitable system of income distribution

has been implemented by a few condominiums. The owner’s
share of the net proceeds are determined taking into
account the owner’s percentage interest, the monthly
availability of the unit for lease, the monthly availability
of all units in the entire rental pool. The following
formula computed each unit owner’s share of the net proceeds
for each month of the year:

Value of owner’s unit Number of days unit was available
(from public deed) to the rental pool each month

------------------------  X ---------------------------------------
Value of all units in Total number of days each month

rental pool 
(from public deed)

= Monthly availability percentage of each owner 

Monthly availability
percentage of each ,owner Total net proceeds
-------------------------------------- X generated by rental
Monthly availability percentage pool each month
of all unit in the rental pool

= Monthly Net Proceeds Allocated to Owner
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TAX INCIDENCE

Owners who participate in a rental pool or 
otherwise rent their units are eligible for tax advantages. 
Owners may be entitled to deduct a portion of depreciation, 
expense of operation, maintenance and management fees 
allocable to periods during which their units are rented 
and, if such units are held primarily for production of 
income and not for personal use, to periods during which 
their units are made available for rental. Whether a 
unit will be deemed to be held primarily for production 
of income rather than for personal use involves, among 
other things, consideration of the intent of the owner, 
the likelihood of obtaining any net income therefrom in 
the foreseeable future, and the season and length of time 
during which the unit is made available. Furthermore, a 
condominium owner is allowed two tax deductible inspection 
trips per year. To verify an inspection trip, the owner 
might gather receipts for improvement costs during his 
inspection trip.
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As each person’s tax treatment of the condominium 
will vary with the income tax bracket and amount of 
personal usage, the consumer is advised to consult a 
competent accountant before purchase of a condominium.



T-1510 27

COST COMPARISON

Now familiar with tne concepts of the condominium 
and tne costs of ownership, the prospective buyer has the 
means to evaluate the condominium salesman with regard 
to an' honest presentation. The buyer is deciding between 
two condominium units. The cash flow of the two units 
is considered. The following is a comprehensive base for 
cost comparison:

Unit A location:
Unit B Location:

Initial Cost 
Purchase Price 
- Amount Financed 
Downpayment Required

Owner Costs
Principal S Interest
Condominium Association Assessment
Insurance
Real Estate Taxes
Utilities (water, electricity, telephone) 
Land Lease (if applicable)

Total Annual Cost
Average Monthly Cost (annual cost/12)
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Annual Rental Income
Winter Seasons, 157 days, 55 dyas rental @

Rack Rate A 
Rack Rate B

Summer Season, 98 days, 2 5 days rental (d 
Rack Rate A 
Rack Rate B

Slow Season, 110 days,  days rental @
Rack Rate A 
Rack Rate B

Total estimated Rental Revenue
Costs Against Rental

Income dependent costs
Housekeeping expense (15% of revenue)
Rental Management fee (2 0% of revenue)

Adjusted Net Annual Rental Income
Rental revenue - Rental costs

Averaged Monthly Rentàl Income
Adjusted Net Annual Kental Income/12

Average Monthly Outlay
Averaged monthly income - averaged monthly costs

Tax Advantage
Expenses other tahn taxes 

8 5% deductible
Real Estate Taxes 

100% deductible
Interest, first year at _%

10u% deductible
Depreciation

Building, 8 5% deductible 
Furnishings, '85^ deductible 
Land, non-deductible

Total Deductions
Annual Tax Loss

Total deductions - Adjusted annual rental income
Annual Tax having resulting from loss, (for 5 0% income tax)
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Comparison of Cash Flow Techniques 
The developers who speak of cash flows do not 

mention that the slow seasons present costs without any 
income to balance. First, a look at a developer’s attempt 
at a projection sheet; then, turn this into a cash flow 
estimation; then, set down a realistic cash flow situation

Estimated Expenses
Individual Expenses (per mo.)

Water and sewer 12.50
Electricity 11.00
Telephone 10.00
Taxes 60.00

Total per month 93.5 0
Total per year 1,122.00

Common Assessed Expenses 90.00
Total per year 1,08 0.00
Combined Total per month 183.50
Combined Total per year 2,202.00

Estimated Income
Rental Estimates

Estimated rental income 8,000.00
Rental and cleaning fees 1,200.00
Management fees 2,0 00.00

Principal S Interest payments will be 
$33/.10/mo., $4,045.20/year

From this information the consumer can formulate a cash 
flow projection:

Principal 6 Interest 4,045.2 0
Individual Expenses l,2z2.00
Common Assessed expenses 1,080.00
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Rental Income 8,000.00
Housekeeping fees -1,200.00 
Management fees -2,000.00

Net rental income 4,800.00
Cost per year 1,847.20
Cash flow per month 12 0.60

Monthly Estimation of Cash Flow
Property:
Location :
Purchase Price: 42,000

Financing: 8 0%, 2 5 years, 8 1/2%
Amount Financed: 33,600
Monthly Principal and Interest Payments 337.10

Cash flow after closing costs
Monthly expenses

Water and sewer 12.5 0
Telephone 10.00
Electricity 11.00

Monthly total 33.5 0
Principal 8 Interest 337.10
Common Area Costs (assessed quarterly) 90.00/mo
Taxes (due January 1) 7 2 0.00

November
Principal and interest 337.10
Monthly expenses 33.50

Total 37 0.60
Rental Income, 4 days @ $7 5/day 3 00.00
- Housekeeping fee (15%) - 45. Ou
- Management fee (2 5%) - 75.00
Net Income lb0.00
Cash flow for November our 190.60
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December
Pricipal and interest 337.10
Monthly expenses 33.50
Common area expenses (Oct,Nov, Dec; 27 0.00 

Total 640.60
Rental Income, 12 days @ $7 5/day 900.00 
-Hskpng and M gm’t (4 0%) -3 60.00
Net Income 54 0.00
Cash flow for December out 10 0.6 0

January
Principal and interest 337.10
Monthly expenses 33.50
Taxes 720.00

Total 1,090.60
Rental Income, 3 days @ $/5/day 225.00 
-Hskpng S Mgm't fees (4 0%): - 90.00
Net income 13 5.00
Cash flow for January out 955.00

February
Principal and interest 33 7.10
Monthly expenses 33.50

Total 37 0.60
Rental Income, 10 days (d $75/day 7 50 .00 
- Hskpng 6 Mgm't fees (40%) -300.00
Net Income 4So.0 0
Cash flow for February 7 9.40 in

March
Principal and interest 337.10
Monthly expenses 33.50
Common area assessment 2 7 0.00

Total 64 0.60
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Rental Income, 2 0 days ld$7 5/dayl500. 00 
- hskpng 8 Mgm't fees (40%) -600.00
Net Income 900.00
Cash flow for March 2 5 9.40 in

April
Principal and interest 337.10
Monthly expenses 33.50

Total 370.60
Rental Income, 4 days (d$7 5/day 3 00.00 
- Hskpng 8 Mgm't fees (40%) -120.00
Net Income 18 0.0 0
Cash flow for April out 190.60

May
Principal and interest 337.10
Monthly expenses 33.50

Total 370.60
No Rental Income during May
Cash flow during May out 3 7 0.60

June
Principal and interest 337.10
Monthly expenses 33.50
Common area assessment 27 0.00

Total 64 0.6 0
Rental Income, 6 days @45/day 27 0.00
- Hskpng 8 Mgm't fees (40%) -108.00
Net Rental Income 162.00
Cash flow for June out 4/8.60
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July
Principal and interest 337.10
Monthly expenses 33.5 0

To-cal 3/0.60
Rental Income, 9 days @ 45/day 405.00 
- Hskpng 5 Mgm't fees (40%) -162.00
Net Kental Income 24-3.00
Cash flow for July out 137.60

August
Principal and interest 337.10
Monthly expenses 33.50

Total 3 7 0.60
Rental Income, 10 days @ 45/day 45 0.00 
- Hskpng S Mgm't fees (40%) -180.00
Net Rental Income 27 0.00
Cash flow for August out 100.60

September
Principal and interest 337.10
Monthly expenses 33.50
Common area assessments 27 0.00

Total 64 0.60
No rental income during September
Cash flow for September out 64 0.6 0

October
Principal and interest 337.10
Monthly expenses 33.50

Total . 37 0.60
No rental income during October
Cash flow for October out 37 0.60
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Monthly Cash Flow Summary

Month Cash In Cash Out
January 95 5.00
February 7 9.40
March 2 5 9.40
April 190.60
May 37 0.60
June 478.60
July 137.60
August 10 0.60
September 64 0.60
October 3 7 0.60
November 19 0.60
December 100.60

Total 338.80 3,535.40

The overall cash flow of the operation is 
83,196.00 out for a year of operation. The developer's 
estimation of rental reveue of $8,000 was somewhat 
unrealistic; fifty-five (55) days of winter rentals, 
twenty-five (25) days of summer rentals yielded $4,92 0.

In any case, the cost of the operation of the unit 
is the cost of a second home in the mountains.
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THE S E C  AND CONDOMINIUM SALES

Condominiums are often sold not only as a second 
home, a resort home, but, also, as an investment. The 
developer sells the property alluding to the probable 
income from rentals of the unit during periods the owner 
is absent.

The Securities and Exchange Commission (SEC) has 
turned a jaundiced eye toward this sales concept. The 
Securities Act of 1933 covers not only stocks and bonds, 
but, also, notes, evidences of indebtedness, investment 
contracts, voting trust certificates, and, in general, any 
interest or instrument commonly known as a security. Any 
corporation dealing in the offering or sale of such 
securities must be registered with the SEC to legally 
transact business.

As the SEC has been looking over condominium 
offerings and sales, a change of selling techniques has 
taken place in the last year. In the summer of 1971 

nearly every broker dealing in condominiums would sell 
the unit estimating the rental income would more than
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pay for the unit. in the summer of 1972 the same brokers 
tend to sell the condomium as an investment in a ski 
area and as an opportunity to really become part of the 
mountain environment. Asking the broker for some cost 
information, a slight pall of apprehension passes over the 
broker-developer (never can tell who is with the SEC 
nowadays), and he replies the brokerage has faith in the 
past performance of the area condominiums.

The broker-developers admit the only really legal 
way to sell a condominium is to register with the SEC, 
but they claim the cost involved for registration, and 
the amount of delay caused to pre-sale of the project 
make registration incompatible to making a profit on the 
development of the project.

Questioning the SEC representatives about their 
current concern with condominiums they responded that 
they couldn't very well disclose any investigative 
conclusions until the case is presented in court. The 
developer paranoia evidently is justified, but developers 
and brokers continue to sell the condominiums until 
accurate restrictions are dictated. The developers 
feel the SEC is holding off, awaiting an equitable piece 
of legislation put together by development attorneys, 
but there is no one presently working oi^he situation
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at the time of this writing. Condominium sales take the 
rahks of those tolerated illegalities due to vague 
legislation.

Registration Statement 
Condominium developers who have registered with 

the SEC will include in their prospectus a registration 
statement declaration:

The company has filed with the 
Securities and Exchange Commission, Washington, 
D.C. 2 0549, a Registration Statement under 
the Securities Act of 193 3 with respect to the 
condominium units and accompanying rental 
pool management agreement offered hereby.
This Prospectus does not contain all of 
the information set forth in such Registration 
Statement and the exhibits and schedules 
thereto, and reference to. such Registration 
Statement, exhibits and schedules is made 
hereby.
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WEIGHTING CONDOMINIUM OBJECTIVES

The reader now has the knowledge of condominium 
jargon and cash flow analysis to aid him in the decision 
process of condominium purchase. Another tool which will 
help the consumer arrive at a decision is a method of 
establishing which condominium best satisfies thfe 
consumer's objectives.

For example 5 a consumer is deciding between two 
condominiums:one at Breckenridge, the other at Vail.
From a cash flow analysis he determined the two will have 
nearly the same yearly cost. The decision is one of the 
most desirable location. He sets four objectives he would 
like his condominium to satisfy: 1) proximity of lifts at 
the area ; 2) four season orientation; 3) nearness to main 
highway; 4) proximity of airstrip. The procedure will be 
outlined in general, then applied to this particular 
problem:

1) Rank the four objectives in order of
importance. Let 0-1 represent the objective that 
is judged to be most important, 0-2 the next, 0-3
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the next 5 and U-4 the last.
2) Tentatively assign the. value 1.00 to the 
most valued outcome and assign values that initially 
seem to reflect their relative values to others.
For example, the evaluator might assign 1.00, 0.80,
0.50, and 0.3 0 to 0-1, 0-2, 0-3, and 0-4 respectively. 
Call these tentative value v-1, v - 2 , v -3, and v-4 
respectively. These are to be considered the first 
estimates of the true values V-1, V-2, V-3, and V-4.
3) Make the following comparison 0-1 versus 
(0-2 and 0-3 and 0-4), that is, if the purchaser 
had the choice of obtaining 0-1 or the combination 
of 0-2, 0-3, 0-4, which would he select? Suppose 
he asserts that 0-1 is perferable. Then the value 
of v-1 should be adjusted so that v-1 is greater 
than v-2 + v-3 .+ v-4. In this case, v-1 = 2.00, 
v-2 = 0.80, v-3 = 0.50, and v-4 = 0.30. Note the 
values of 0-2, 0-3, 0-4 have been retained.
4) Now compare 0-2 versus (0-3 and 0-4).
Suppose 0-3 and 0-4 are preferred. Then further 
adjustment ofthe values is necessary. For example,
V-1 = 2.00, v-2 = 0.70, v-3 = 0.50, and v-4 = 0.30.
5) Adjust until each value is consistent with 
all the evaluations.
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6) In this case the evaluations are completed,
the consumer should now normalize these values
by dividing each by the sum of the values which 
is in this case 3.50. These standardized values 
are represented by V-J*:

V-1' = 2.00/3.50 = 0.57
V-2' = 0.70/3.50 = 0.20
V-3 ' = 0.5C/3.50 = 0.14
V-4* = 0.30/3.50 = 0.09

Total 1.00
7) Now the consumer must evaluate the degree
which each of the alternatives satisfy the objectives 
For example, alternative one (A-1) satisfies the 
first objective perfectly, therefore we assign 100
to the degree of satisfaction A-1 yields 0-1. 
Alternative 2 CA-2) is considered to satisfy the 
first objective less than the first alternative 
and is assigned 85 utiles of satisfaction:

Objectives 0-1 0-2 0-3 0-4
Weights 0.57 0.20 0.14 0.09

Alternative 1 100
Alternative 2 8 5

8) The alternatives are evaluated in such a
manner with respect to each of the objectives.
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The maximum satisfaction is assigned 100 utiles 
of satisfaction, the minimum satisfaction is assigned 
zero utiles of satisfaction. The finished chart

look like the one below
0-1 0-2 0—3 0-4

0.57 0.20 0.14 U.09
lOU 33 50 14
85 64 50 0

A-1 
A-2
9) The overall measure of satisfaction results
from the multiplication of the relative importances 
of the objectives by the utiles of satisfaction 
from thfe alternatives then, adding the products.

0-1 0-2 0-3 0-4
A-1 0. 57 X 100 0. 20 X 33 0.14 X 5U a,.09 X 14
A-2 0. 57 X 85 0. 20 X 64 0.14 X 50 0,,09 X 0
A-1 = 5/ .00 + 6. 66 + 7 . 00 + 1.26
A-2 = 48 .45 + 12. 80 + 7.00 + 0.00
A-1 = 71 .92 utile s of sat isfaction
A-2 - 68 .25 utile s of sat isfaction
Alternative one yields the greatest amount of 
satisfaction, therefore, the most effective 
alternative.
10) Now if' the decision-maker does not consider 
this to be the conclusion he wanted, he should 
reconsider the values of the objectives and the
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effectiveness of the alternatives in satisfying 
the objectives. In this case the value of the 
computation is the display of subjective opinions 
being critically evaluated.

This method is helpful in considering together the tangible 
and intangible of an investment project. This method has 
been used in fields from carpet selection to research 
project selection.

The reader Is not limited to four objectives

as Illustrated by the above technique. The consumer 
chooses the number of objectives which fit his particular 
situation. A system evaluating more objectives is just 
as simple as the above example. The same procedure is 
followed from the ranking of the objectives through the 
determination of the alternative with the greatest yield 

for the given objectives. (Churchman, 1957)
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CONDOMINIUM APPRAISAL

A buyer will often go to a real estate appraiser 
to obtain a professional opinion of the worth of his 
prospective condominium unit. The fee of the appraiser 
varies, one appraisal in Vail cost a buyer seventy-five (7 5) 
dollars to find out the condominium listed at $86,000 was 
appraised at $68,000.

The buyer should know something about the basic 
appraisal process. Appraisers think of property value in 
three ways : 1) the cost of reproducing the condominium
at current construction cost, less the depreciation;
2) the value indicated by sales of similar condominiums 
of the area; 3) the value of the condominium which might 
be realized through placement in competition on the open 
market. Usually the appraiser utilizes all three methods 
of evaluation, cross-cnecking the rebults.

Cost Approach 
In this methoa, the cost approach, the appraiser 

determines the value of the land and a depreciated cost
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of reproduction for the condominium. This method usually 
yields the upper limit of value. Depreciation may include 
physical deterioration, functional obsolescence, and economic 
obsolescence. The first step of the cost approach is to 
estimate the land value as if vacant. Second, estimate the 
current cost of reproduction of the building. Third, 
estimate and deduct for depreciation. Fourth, add the land 
value, and the depreciated reproduction cost. This method 
has proved fairly effective in all areas of real estate 
appraisal. Resort area reproduction cost is high, running 
from $20/sq.ft. to $45/sq.ft. depending on the location.

Market Data Approach 
Otherwise known as the Known Sales Approach, 

the Market Data Approach analyzes the current sales of 
area condominiums. Sales information can be obtained 
through real estate brokers and abstracting companies.
With the quantity of condominiums on the market this method 
is the most popular with the buying public.

Income Approach 
The Income Approach determines the gross income 

a property will earn if exposed in the open market. This 
method is used most often in connection with apartment 
building making it suitable for condominiums also. An
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adaptation of this method utilizes the cash flow principle 
to determine the break-even occupancy.

For example, a two-bedroom condominium unit with 
a rental contract for the three months of the summer season 
would have a break-even analysis dependent on the winter 
season rentals. The price of the unit including the 
furniture package is $4 6,5 00. The summer lease is 
$275/month, the tenant pays the utilities. The rental 
management company takes ten (10) percent of long term 
rentals, twenty-five (25) percent of the short-term rentals 
and the maid service claims fifteen (15) percent of the 
short-term rentals also. The financing has been arranged 
at 8 1/2 % for thirty (3 0) years, 7 5% of the purchase price.

As mentioned earlier, 52 prime rental days occur 
in a winter period of approximately 154 days. This is 
and occupancy rate, of 29.6%. A condominium which has been 
in operation for a few years could have a higher occupancy 
rate if the management has built up the return business.
The breakeven analysis shows the consumer the degree the 
business must increase before he will realize the condominium 
paying for itself.



T-1510 46

Property: Ris-key Condominiums, Unit 13
Location: one-third mile form the ski lifts, Snowdump, Co.
Purchase Price: $46,500

Financing: 7 5%, 3 0 years, 8 1/2 %
Amount Financed: $34,875

Costs
Principal 5 Interest @ 269.79/mo. x 12 mo. 3 ,237 .48
Common area costs @ 152.17/mo. x 12 mo. 1,8 26.04
Expenses: Electricity @ 13.00/mo. x 12 mo. 117.00

Telephone @ 8.5 0/mo. x 12 mo. 76.50
Taxes @ 51.30/mo. x 12 mo. 615.60
Firewood @ 8.50/mo. x 5 winter mo. 42.50

Total Costs 5,915.12
Income

Summer lease (3 $275/mox 3 mo. 825.00
Breakeven Determination

Breakeven Amount,= total costs - income = $5,090.12
Rack rate: $75/night, Nov. 17 - Apr. 20, 1<55 days
Costs against rental revenue: management fee 2 5%

houisekeep fee 15%
40% of revenue

Effective Rack rate: $7 5 - (0.40)x$7 5 = $45/night
occupancy necessary to breakeven @ $45/night 

= 5090/45 = 114 nights
Breakeven Occupancy: 114 nights or 114/155 = 74% occupancy
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CONDOMINIUM MANAGEMENT

Condominium success, or failure, is dependent on 
the competence of the managemerit of the complex. Developers 
seek out the management for the project. As many new 
condominiums are completed every year, competent managers 
are in high demand, but, usually stay with the condominium 
they managed in the growth years of the resort community.
As a result, there are few experienced condominium 
managers available for new projects, and the developers 
settle for a hotel manager. However, the condominium 
managers encounter problems special to condominium management 
which are not encountered in hotel operation. The greatest 
pressure on the condominium manager comes from employers —  

every owner of the units in the condominium complex, 
eighty units, eighty bosses, all with complaints. The 
managers find that they spend eighty percent of their time 
placating owners, leaving little time for condominium 
project management.

Developers cite the inexperienced management as 
the reason the unit fails to realize a profitable return
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on the consumer’s investment. Management worth is a 
difficult quality to determine before purchase of a 
condominium unit.

Weighted objectives turn the qualitative to a 
numerical quantity rating the relative competence of 
condominium management. The consumer should bear in 
mind the previous experience of the management in 
condominium (especially profitable) operation, convention 
sales, and public relations. In addition, the management 
must be able to attract return business and have the 
stability to stay with the condominium. The consumer 
should list the qualities (objectives) he seeks in 
condominium management, the alternatives, and then 
evaluate the alternatives as outlined in the section 
"Condominium Weighted Objectives."



T-151U 49

CONDOMINIUM DOCUMENTS

Most developers send prospective buyers cheery 
brochures and invitations to enjoy a weekend in a 
condominium unit. The developers, at the same time, 
suggest the prospective buyer put down a deposit of $5 00 
to $1,000 to reserve the unit of his choice before the 
condominium is completely sold out. Once the buyer has 
reserved the unit, the developer might send the documents 
related to the ownership of the condominium.

The condominium documents are fairly standardized, 
similar forms, differing only in the name of the developer 
and the description of the property. The consumer should 
insist on reviewing the documents fully prior to placing 
a deposit on the "unit of his choice" which could turn out 
to be a senseless freeze of capital.

The condominium declaration, by-laws of the 
condominium association, and the rental management agreement 
should be reviewed and understood before any monetary 
transaction occurs.
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CONCLUSION

For the purchase of a condomium to be optimal 
the prospective buyer must have a total realization of 
all the documents, costs, and possible incomes of the un't 
The condominium with the least cost to the owner initial:- y 
might be considered the optimal purchase. Others claim 
the condominium with the best cash flow, or tax advantage, 
is the best purchase. Still others would buy a condominlui 
based on the possibilities of appreciation and subsequent 
resale. To bring all these facets into consideration, tie 
consumer should use the weighting-of-objectives technique , 
listing the objectives considered and their relative 
importances. Assigning a satisfaction level to each of 
the objective and alternative combinations, the owner can 
critically examine his own decision process. In this 
way, he can be assured that he has purchased the condomdni. 
which will maximize his satisfaction.

The tools of the condominium evaluation, the 
condominium documents, and the parameters and variables 
of condominium rental have been presented. The consumer
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has traded his fish costume for a shark skin, giving 
him, at least, an equal footing with the condominium 
salesmens
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APPENDIX I

CONDOMINIUM OWNERSHIP ACT

CHAPTER 118, ARTICLE 15, CRS 1963 
118-15-1. Short Title.--This article shall be known 

and may be cited as the "Condominium Ownership Act."
118-15-2. Condominium Ownership Recognized.— Condo

minium ownership of real property is recognized in this 
state. Whether created before or after the date of this 
article such ownership shall be deemed to consist of a 
separate fee simple estate in an individual air space 
unit of a multi-unit property together with an undivided 
fee simple interest in common elements. The separate 
estate of any condominium owner of an individual air space 
unit and his common ownership of such common elements as 
are appurtenant to his individual air space unit by the 
terms of the recorded declaration shall be inseparable for 
any period of condominium ownership that is prescribed by 
the said recorded document.
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118-15-3. Definitions. —  (1) An "individual air spac* 
unit" shall consist of any enclosed room or rooms occupying 
all or part of a floor or floors in a building of one or 
more floors to be used for residential, professional, 
commercial, or industrial purposes and which has access to 
a public street.

(2)(a) Unless otherwise provided in the declaration 
or by written consent of all the condominium owners, 
"general common elements" means: The land on which a
building or buildings are located; the foundations, 
columns, girders, beams, supports, main walls, roofs, halls 
corridors, lobbies, stairs, stairways, fire escapes, 
entrances, and exits of such building or buildings; the 
basements, yards, gardens, parking areas and storage 
spaces; the premises for the lodging of custodians or 
persons in charge of the property; installations of central 
services such as power, light, gas, hot and cold water, 
heating, refrigeration, central air-conditioning and incin
erating; the elevators, tanks, pumps, motors, fans, 
compressors, ducts, and in general all apparatus and 
installations existing for common use; such community 
and commercial facilities as may be provided for in the 
declaration; and all other parts of the property necessary

or convenient to its existence, maintenance, and safety, or 
normally in common use.
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(b) "Limited common elements" mean those common 
elements designated in the declaration as reserved for 
use by fewer than all the owners of the individual air 
space units.

(3) "Condominium unit" means an individual air space 
unit together with the interest in the common elements 
appurtenant to such unit.

(4) "Declaration" is an instrument recorded pursuant 
to section 118-15-5 and which defines the character, 
duration, rights, obligations and limitations of 
condominium ownership.

118-15-4. Assessment of Condominium Ownership.—
Whenever condominium ownership of real property is created, 
or separate assessment of condominium units is desired, 
a written notice thereof shall be delivered to the assessor 
of the county in which said real property is situated, which 
notice shall set forth descriptions of the condominium units. 
Thereafter all taxes, assessments and other charges of 
this state or of any political subdivision or of any 
special authority shall be assessed proportionately upon 
the individual air space unit in the manner provided in 
thè. declaration. The lien for taxes assessed to any individual 
condominium owner shall be confined to his condominium unit 
and to his undivided interest in general and limited common
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elements. No forfeiture or sale of any condominium unit 
for delinquent taxes, assessments or charges shall 
divest or in any way effect the title of other condominium 
units.

118-15-5. Recording of Declaration--Certain Rules and 
Laws to Apply.--(1) The declaration shall be recorded in 
the county where the condominium property is located. Such 
declaration may provide for the filing for record of a 
map properly locating condominium units. Any instrument 
affecting the condomirjum unit may legally describe it by 
the identifying condominium unit number or symbol as 
shown on such map. If such declaration provides for the 
disposition of condominium units in the event of the 
destruction or obsolescence of buildings in which such 
units are situate and restrict partition of the common 
elements, the rules or laws known as the rule against 
perpetuities and the rule prohibiting unlawful restraints 
on alienation shall not be applied to defeat or limit any 
such provisions.

(2) To the extent that any such declaration shall 
contain a mandatory requirement that all condominium unit 
owners shall be members of an association or corporation, 
or provide for the payment of charges assessed by the 
association upon condominium units, or the appointment of
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an attorney-in-fact to deal with the property upon its 
destruction or obsolescence, any rule of law to the 
contrary notwithstanding, the same shall be considered 
as covenants running with the land binding upon all condo
minium owners and their successors in interest. Any common 
law rule terminating agency upon death or disability 
of a principal shall not be applied to defeat or limit 
such provisions.
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APPENDIX II

COLORADO TAX INFORMATION

1. Taxes are due on January first of each year. The first 
half becomes delinquent after the last day of February,
the second half after fuly 31st. If the entire amount of tax 
is paid on, or, before April 3 0th no penalty will be 
charged on the first half.
2. Délinquant taxes are subject to interest penalties
as follows: first half tax at the rate of 1/2 of 1% per month 
from March 1st through July 31st. After July 31st, the 
unpaid portion shall accrue at the rate of 2/3 of 1% 
per month until paid, or, sold for taxes.
3. Local Improvement Installments must be paid in full 
on, or, before February 28th.
4. Real Estate will be advertised for sale four weeks 
prior to the date of sale. The charge for such advertising 
shall be as prescribed by State Statutes.
5. Delinquent Personal Property Taxes will be advertised 
in September and subject to distraint and sale after
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delinquent date. The charge for advertising Personal 
Property is $1.00 per item dr the actual cost of advertising 
in excess of $1.00.
6. When property is sold for taxes, the amount draws 
interest from the date of sale at the rate of 18% per 
annum thereafter until redeemed.
7. Property may be redeemed at any time within three years 
from date of sale or at any time before tax deed is issued. 
After three years tax deeds may legally be issued.
8. Taxes are the result of assessing each dollar of assessed 
value a certain number of mills, depending on the valuation 
at hand and the taxes needed. Thus : Assessed valuation
$14,000 X 0.046 (46 mills) = $644.00 taxes.
9. Mill levy is the amount of mills needed against 
each dollar of assessed value to produce amount of taxes 
needed.
10. Amount of taxes needed is the whole amount needed to 
operate State, Local, School, Street improvements and many 
other functions of State and Local areas. This divided by 
the assessed value will establish the mill levy.
11. Colorado law dictates that the assessed value be 
established at 3 0% of real value and from that figure and 
taxes needed a mill levy is established. Income property 
and Residence property are not always based on "sale value", 
but productivity is taken into account.
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APPENDIX III

CONVENTIONAL LOAN PAYMENT SCHEDULE

Yéars 8 % 8 1/2% 9 % 10%
10 12.14 12.40 12.67 13.22
15 9.56 9.85 10.14 10.75
20 8.37 8.68 9.00 9.65
25 7.72 8.05 8.39 9.08
30 7.34 7.69 8.05 9.78
35 7 .11 7 .47 7.84 8.60
40 6.96 7.33 7 .71 8.49

The above are the monthly payments necessary to amortize
a $1,000.00 loan. , To determine the monthly payments
necessary to amortize a loan over $1,000.00 simply find
the number in the table corresponding to the interest
rate and duration of the loan, and multiply by the amount of the
of the loan divided by 1,0 00. For example,

$34,875 is financed at 81/2% for 30 years:
7.69 X 34,875/1000 = 152.17 per month.
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