CASE STUDY

fter over 30 years as a physician in California,

2 Chinese doctor and his pharmacist wife were
Teady to tetire and return to their roots in Hong
Kong Over the years, they invested in rentals
and had completed 2 number of 1031 exchanges
Facing the retirement decision was easy . ‘what
was 1ot easy was their decision about what to do with their
rentals and the ongoing management responsibsilities of their
rental propezties. They wete concerned with property
management; tired of the “Terrible T's” - and were not
interested in the responsibility of real estate ownership

in the United States ftom Hong Kong

Their rentals consisted of 84 apartment units, a duplex and

a single family rental Both in their early sixties and heavily
involved in their church, their uldmate goal was to go on a
mission to Hong Kong to provide charitable work This goal
would be possible if they could increase their cash flow while
relieving themselves of the headaches associated with owning
and managing their real estate investments

Increasing cash flow would allow them to pursue their dreams
and at the same time allow them to take care of incieased
expenses associated with retivement After a thorough analysis
of theit goals and objectives, we jointly concluded that a
diversified portfolic consisting of fractional ownership of
income producing real estate would be their best option They
would no longer have to be actively involved in the day to day
management of their properties, vet still own a real estate
portfolio of diverse property types, structured to produce
more income with greater cash flow, increased tax benefits —
without propetty management concerns

Cnce we analyzed their current portfolio of 1eal estate and
their 1040 Schedule E, we determined that they were netting
an annual income of approximately 2 5% on their $7 million of
appreciated equity value After deciding a 1031 exchange was
the best option, we referred the couple to a local experienced
CCIM (Certified Commetcial Investment Member) real estate
broker with expertise in apartments to evaluate their holdings
He eventually listed and sold the apartment vnits. We also

recommended a residential broker who evaluated, listed and
sold the duplex and the family rental

As each property was sold and funds placed into escrow, we
began a search for available fractional ownership (Tenant-In-
Common) propetties Once escrow closed and a qualified
intermediary was in place, we began our due diligence process
on a variety of properties locking for diversification of property
types and location

After narrowing down the selection of properties, we worked
closely with our clients throughout the due diligence process
Once compieted, we initiated the final selection piccess. Cver a
time period of approximately one year, we assisted in investing
our client’s $7 million of hard eatned equity into a well
diversified portfolio of fractional ownership properties (I11Cs)

The happy couple now own fractional interest in 3 office
buildings, 3 retail centers, 9 restaurants, 3 apartment complexes,
and a technology center With $7 million in equity, they

were able to purchase over $18 million in real estate These
proverties are located in 10 states, with annual cash flows
ranging from 5 75% to 9% Previously, they were netting an
annual return of about 2 5% on their equity. Now their annual
average net return is over 7%. As a result of our planning, our
client’s anticipated cash flow has nearly wipled; they enjoy
improved tax benefits and still own investment real estate, all
without the headaches of property management [Refer to list
of properties, ownership and projected cash flow].

The dector and his wife are now considering selling his medical
practice and remaining office building and fulfilling their dream
mission — moving to Hong Kong and focusing their efforts into
religious and charitable work

Our clients have been diligent in their investment strategies
over the years, have worked hard over their lifetimes and have
accurnulated a great real estate “nest egg " Now, in retirement,
they are harvesting the real estate garden thar they planted and
cultivated for many years We proudly smile with each post
card we receive from their travels
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‘REAL ESTATE MIX

Tech Center
Apartments

Office Buildings
Collegiate Housing

Restaurants
"Retail Centers
Total real estate purchased under proposed scenario = ~ $18 Million

Appreciation and Deprediation (Tax Benefits} based on the ~ $18 Million
Cash Distributions based on the ~ $7 Million of equity




