JAMES A. GRAASKAMP COLLECTION OF TEACHING MATERIALS

I. MANUSCRIPTS
D. Book Reviews
2. Selection of Books by Steve Roulac, (1972-1973)

Index



James A Grawskemp’s revicw £ four books by Steve Koelsc
Clisfed below) - Dowree wa’lca;f'fah v date net known.

The group investment is becoming a significant vehicle in the risk capital
market, particularly in real estate finance where it is often termed a
syndication or limited partnership tax shelter package. The 1972 inquiries
of the Dickey Committee of the Securities and Exchange Commission into the
nature of real estate syndications as securities also focused public attention
on one of its chief consultants, a fresh young author and editor in the area
of real estate finance by the name of Stephen E. Roulac. An MBA graduate
with distinction from the Harvard School of Business Administration, Mr. Roulac
is currently completing his dissertation for the Ph.D. from the Stanford
School of Business, albeit slowly, as he is a lecturer in the real estate
department at the School of Business Administration, University of California,
Berkeley, an instructor for the Practiéing Law Institute, and an advisor to
the new Institute of Real Estate Securities of the National Association of
Real Estate Boards. Nevertheless the California system cannot fault him on
not publishing as his book and periodical credits during 1972 would cause

most of his academic contemporaries to prefer perishing.

In addition to numerous articles and the promotion of a service called
"The Syndication Digest,' he has been the author or editor of at least four
hard cover texts generated from his dissertation preparation or course
instruction experience. The four identified here are ranked according to
quality and significance in the opinion of the reviewer:

Real Estate Securities and Syndication, A Workbook, Editor: Stephen E.
Roulac, National Association of Real Estate Boards, 1973 Chicago

Case Studies in Property Development, Stephen E. Roulac, Property Press,
Menlo Park, California, 1973

Real Estate Syndication Digest 1972, Principles & Applications, Stephen
E. Roulac, Real Estate Syndication Digest, Inc., San Francisco, 1972

Real Estate Venture Analysis, Stephen E. Roulac, Chairman, Practising
Law Institute, New York City, 1972 :




The workbook for NAREB is an anthology of 14 essays on various aspects
of limited partnerships, which quickly and efficiently moves from the elemen-
tary elements of syndication to some of the most complex issues of regulation,
draftsmanship, and investment analysis. His list of contributing authors is
a who's who of syndication and the topics indicate the author's in depth
familiarity with the subject both in California and on the national scene.
There is consistent quality and depth although a few of the articles are
perishable as income tax laws are further modified in 1974 to eliminate
some of the tax advantages of the real estate syndication. The majority of
the essays represent the viewpoint of the syndicator and the decisions he
needs to make rather than methods of financial analysis for the investor.
However, it may be more important for the investor to understand the legal

or the limited partner

issues in drafting a partnership agreement to favor the general/than in the

numbers since the numbers will be made to look favorable in any event.

This book also has the finest current bibliography of materials on group
investment which the critic has seen and an instructional appendix with two
excellent position papers on the regulation of real estate securities and a
sample prospectus for case study analysis by the student. Of the four texts
under review this volume is by far the best financial textbook, as it
provides both an overview and sufficient identification of the innovations and
issues involved to permit the student of finance to be immediately conversant
with the subject area in a useful and sophisticated way. It avoids the '‘how-
to-do-it'' boy scout style of most NAREB publications and with the exception
of one article, avoids chest thumping and righteous propagandizing for the
greater glory of realtors in general. That accomplishment alone indicates
author Roulac to have a strong mind about quality educational materials

and may suggest that with his counseling NAREB's new institute will be less

insistent on parochial, ingrown educational programs than its sister organizations.



Author Roulac has also filled a need in real estate instruction with

Case Studies in Property Development, a collection of cases which he assembled

during his years in the catacombs of Harvard and Stanford and which he has

used in both graduate courses at Stanford and the basic urban land course

at Berkeley. Some 33 cases are divided in broad categories of land use
decisions, investment and financial anal&sis, corporate real estate problems,
urban development problems, and new communities. Each case has a useful
abstract at the beginning of the text in an expanded table of contents. Many
of the cases are interesting narratives on the pitfalls of development politics
and public relations. Regrettably the teachers manual has received a lower
priority and therefore the critic is left to his own devices as to instructional

objectives and methods appropriate to each case.

The primary value of the section on land use decision is teaching that
real estate is to a large degree a political product and the developer has
a difficult problem identifying alternative political courses of action and
possible outcomes. By the same tokem the public side has a very difficult
time converting rather vague values and aesthetic notions into objective
decision systems. Real estate is always upsetting to the operations research
mentality when profits go to those who have been vaguely correct in their
political judgments rather than those who have been precise in their quantita-
tive analysis. Several of the cases present the dilemma of finding a proper
balance between industrial expansion and environmental protection and as
yet there have not been very many rational settlements of these confrontations
outside the courtroom so this critic is a little perplexed as to how the
students might resolve the issue in the classroom without some distinct bias

in favor of growth or ecology. Such cases serve the excellent purpose of

revealing the issues adequately for both viewpoints as a narrative but the



critic is uncertain in his own mind whether readings or case discussion is
the better format. In any event these are realistic cases which will not
lend themselves to very much decision making by financial analysis, which is

a good thing for most business school types.

The financial analyses of the second section are excellent grist for
ratio analysis and computerized cash flow models except that the student
must bend the facts to fit various University models and there is little
difference between cases in terms of complexity. The critic is aware of
a case book geared to cash flow analysis by computer terminal which has
progressive complexity and instructional objectives, which will be published

in late '73 and might be preferable as a cash flow primer.

While real estate has attracted increasing business school interest,
few business school professors have any real experience or previous involvement
in the field and are hard pressed to provide realistic examples of the issues.
This case book provides a realistic glimpse of the risks inherent in the
real estate process and the degree to which external forces beyond the control
of the decision maker shape the business decision. The cases in the latter
sections of the book illustrate most of the classic dilemmas for private
investors, corporate executives planning a new office building,or public
planners involved in civic development. With a properly documented instructors
manual suggesting supplementary readings for the instructor as well as the
student,this case book would provide a ysefyl alternative for teaching the
business of real estate in comparison to the obsolete textbooks which echo
management science cliches of the forties. This case book is a valuable
counterpoint to traditional real estate college teaching methods which

confuse land economics and the business of real estate. What is worse

about alternative texts is their tendency to oversimplify by functional



dichotomies of material. At least the case method reveals the complexity
and interdependence of management decisions in a business which interfaces
tand, a natural resource, with cultural patterns and the science of money

management.

The hard cover Real Estate Syndication Digest - 1972 predates the NAREB

publication a year in time but perhaps an eon in thought about group invest-
ment as securities since the SEC involvement at the time of printing was

still relatively undefined although increasing.

It stresses the packaging and marketing aspects of syndication. There
is strong emphasis on the common law cases which are shaping syndication
practices and although the author disclaims responsibility for writing a

legal treatise, several chapters read like an amicus curiae brief. Author

Roulac has spent untold hours reading the prospecti of syndications, the

common law cases generated by such offerings, not to mention his indoctrination
in the case method of education at Harvard so it is not surprising that his
style is to present a principle followed by a number of war stories on point,
taken from the minutia of his extensive case reading. Much of the content

of the book was generated from editorial matter which the author prepared

for the service, Real Estate Syndication Digest, of which he was editor during

‘71 and '72. This monthly review provides summary reports on registered

new offerings and special feature studies on projects and events of significance.
The book adds new material and restructures much of the old material from

the monthly review. The initial chapters describing the sindication process

and the syndicator are subjects which have been better handled by others

and may have been added because a book should have a beginning as well as a
middle and an end. Chapters 4 through 6 on promoter compensation, participation,

and marketing are excellent in tracing evolutionary detail for the serious



student of syndication, while Chapters 10 and 11 are valuable in demonstrating
an analytical approach to investment in an apartment house syndication. The
case in point, the Imperial Apartments, Ltd., also appears in both of the

case books to be discussed in this review, but in this text the problem with

a demonstrated solution and criteria for decision making. Since the case
books by Roulac currently lack any instructors manuals, it might be useful

to assign the case book for the student and retain Chapter 10 and 11 in the
Digest for the instructor. The Appendices represent a few samples from author
Roulac's inexhaustible file of offerings. (He has also edited or collated

a two volume work, 48 Notable Syndications Source Book for the Practising

Law Institute). The writing style is uneven and the contents have been
somewhat dated by events in 1972 and '73 but there is still information to

be had which cannot be conveniently found in any other source.

Real Estate Venture Analysis was first prepared for distribution at a

workshop offered by the Practising Law Institute and chaired by author Roulac.
One is always irritated by the price charged by PLlI for simple photographic
reproduction of original manuscript or periodicals reduced to 5 1/2 x 8 1/2
format. Moreover, if the speaker at the program has only a sketchy outline
from which he extemporized, all one receives is the outline which is no more
informative than a lecture outline by this critic. For the individual
knowledgeable in the field, it is not unusual to find four or five reprinted
articles with which he was already fimiliar and also favorably impressed.
Nevertheless most PL| publications manage to produce two or three gems not
otherwise available or drafted specifically for the workshop. Regrettably

those items in Venture Analysis authored by Roulac are not among the gems in

this volume. As an appraisal specialist this critic was particularly miffed

at his shallow treatment given appraisal as Lord knows the lawyers could use



a better understanding of that process and its assumptions. On the other hand

the volume does contain some thoughtful legal strategy on structuring acquisitions,
title verification, and joint ownership by attorney Wayne H. White and a classic
Walue Engineering and Analysis'' by Michael C. Halpin which first appeared in

Apartment Construction News. The two cases which appear in the workshop are

also provided in Case Studies in Property Development and Imperial Apartments,

Ltd., received more adequate treatment in Digest reviewed above. In sum even
the collector of real estate literature probably doesn't need to invest in

Real Estate Venture Analysis.

Steve Roulac is at the cutting edge of thought on group investment
and real estate as a security and his case studies indicate broad appreciation,
insight, and a sympathy for all the complexities of real estate management.
Occasionally his writing style becomes too conversational under the press of
a schedule constraint, and by the nature of the subject matter, it may suffer

from topical content. The only truly weak publication is Venture Analysis

and that was not designed to stand as a publication but only as a visual aid
to lawyers taking part in a seminar discussion. All in all, the 1972 out-
pouring from author Roulac's various activities represents a significant
contribution to the educational resources available for sophisticated real

estate instruction.



