Hanes Management Advisor Vol. 1 - Conducting a Rent Survéur

= “Income property must produce an income.”
=== “Apartment ownership is a business venture and should be operated as such.”
Dear Apartment Owner: November 2001

Above are two simple statements, obvious to most, yet forgotten by many apartment owner/operators. The
rents come in, the expenses are paid and what is left, no matter how small an amount, is accepted as “not
within our immediate power to change”. Reading this letter, the second in a series of 25, is your first step
in taking control of your bottom line. The timing is perfect to take an active role in your business and
maximize your profits. We will provide you with the concepts and tools to do so.

Maximizing Rents: First and foremost in this series is the focus on income. Get your rents to market.
This is another simple principal yet one often ignored by operators. Capitalize on the strength of the
current marketplace and make the effort required to bring your rents in line with the market. This applies
to rent controlled buildings (upon apartment turnover, successful unlawful detainer and regularly scheduled
anniversary increases) and non-rent controlled buildings (through regular monitoring of the market and
steady increases when appropriate) alike. How do you know where the market is?

1. Study the marketplace: Keep abreast of our dynamic, Southern California economy. Are there any
new construction projects in the area? New (or reduced) employment? A condo conversion taking units
off the rental market? What is the general macro and micro-economic situation and what are the trends?

2. Know your competition - Conduct a rent survey: Review available apartments in the neighborhood
of a similar age, condition and amenity package as your own and compare their units to yours. On the
reverse is our copyrighted Rent Survey Form (also available in blank and a sample of the completed form
on our web-site at www.HanesInvestmentRealty.com) for your personal use. It is comprised of nine
categories consisting of 26 comparison items plus rent level, square footage, rent per square foot,
security deposit and overall occupancy for a total of 31 variables per unit type. The form is designed to
include the subject property and four comparison properties. Complete the form using the most
comparable properties that you can find and compare them to your property using a 1-10 scale (with a
“5” rating on your property). Use the form to set new rent levels for your unit in light of your own, in-depth
market research.

3. Where to locate comparable rents: There are many sources for “rental comps”. Prior to Hanes
Investment Realty, Inc. taking a property to market we conduct a complete rent survey (yours should be
completed upon turnover and on a quarterly basis). Below are some of our sources for comparable rents:

[J Canvass the area and inquire as a prospective tenant. Use regional newspaper classified ads. []
[J Use local newspaper classified ads & Recycler. Go door to door on occupied apartments. [
[ Use the multiple listing services. Obtain available property set-up sheets from brokers. [

In addition to the above there are several on-line rental services available (ie. EzRentList.com and
Springstreet.com) that provide access to available rental units by location, unit mix and price level.

4. Use this rent survey tool and never miss another opportunity to obtain top of the market rents.
The rental market is tight - so be aggressive, maximize rents and improve your bottom line.
Persistence pays and higher rents equal both better cash flow and a higher property value.

We look forward to being of service.

H. Bruce Hanes Todd S. Schwartz Bryan B. Hanes Braemon M. Hanes Brenton C. Hanes
President, CRB Vice President, Investments Senior Associate Senior Associate Sales Associate

17 Important Facts About Hanes Investment Realty, Inc. — Fact #1: Since December 1993 100% of the
properties we listed and retained in the San Fernando Valley have sold with only one exception that was
later relisted and sold at the full asking price. (See Reverse Side)
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Hanes Management Advisor - RENT SURVEY - Hanes Investment Realty, Inc.

Date Completed

General Data

Subject Property

Comparable 1

Comparable 2

Comparable 3

Comparable 4

Address

Name

No. of Units

Age of Building

Neighborhood

(5)

Exterior

Building Exterior

©)

No. of Stories

Landscaping

©)

Parking Surfaces

©)

No. Carport/Grges

General Cleanliness

(5)

Interior

©)

Carpets

©)

Verticals

®)

R/DW/DS/M

No. Balconly/Patios

©)

Smoke Detectors

Yes

Other

Amenities

©)

Pool

Rec. Room

Other

Heat/Air Cond.

Gas/Electric

Air Conditioning

Utilities

Sep Meter (Gas/Elec)

Master Meter

Management Phone #

Mgr. Presentation

©)

Residents

Adults/Children

Resident Rating

©)

Pets

Rent

Single-Rent

Square Footage

Effective Rate S.F.

COMMENTS

1 Bed-Rent

Square Footage

Effective Rate S.F.

COMMENTS

2 Bed-Rent

Square Footage

Effective Rate S.F.

COMMENTS

3Bed-Rent

Square Footage

Effective Rate S.F.

COMMENTS

Security Deposit

Overall Occupancy %

* Note: R = Refrigerator, DW = Dishwasher, DS = Disposal, M = Microwave

* Note: Sometimes the overall rent per unit is a more decisive factor for residents and should be weighed more heavily.

* Note: Adjustments should be made for any owner paid utilities.

Comments:

© Hanes Investment Realty, Inc. 2001

(See Reverse Side)
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