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Conditional

License Agreement

By using the materials containing "Velocity Marketing™" training its manual and associated materials, you accept the
terms of this Agreement. If you do not agree to the terms of this Agreement, please promptly return materials to the site
manager or Quantum Management immediately.

Conditional License

The "Velocity Marketing™" Name, concepts, procedures, "data" and analysis techniques are proprietary and the intellec-
tual property of Douglas M. Yeaman, Quantum Management Systems. Douglas M. Yeaman and Quantum give you, the
licensee, the right to use the trade name "Velocity Marketing™"', the prescribed procedures contained in this manual and
training along with the attached documentation subject to the following conditions and restrictions:

You, the licensee, are continuously affiliated with the holder of the "site license" (in this case
); (1) You agree not to let anyone study your use of the training with the potential of
exporting the material to their own personal use; and (2) You agree to acknowledge Douglas M. Yeaman and Quantum as
the proprietary source of your use of these materials, techniques and technologies.

Proprietary Rights and Obligations

The information and material contained in the manual and training is owned by Douglas M. Yeaman Quantum and is
protected by United States copyright laws and international treaty provisions. The structure, organization and information
contained in the Manuals is the property of Douglas M. Yeaman and Quantum. You will not make or have made, or permit
to be made, any copies of the Manuals, signs and attached or unattached documentation, or any portions thereof except
as specifically authorized by this Agreement. You shall agree not to train, modify, adapt, translate, reverse, disassemble or
create derivative works based on the Manuals, materials, concepts or trainings. The Manual and materials contained in
the package may not be photocopied or distributed to others—except as expressly provided in the body of the manual and
as stated herein. Trademarks shall be used in accordance with accepted trademark practice, including identification of
trademark owner’s name.

You shall agree to use the trained materials, manuals and attached materials for exclusive use in your own business, and
if you terminate your affiliation with the site licensee this license will be terminated automatically and without notice. You
shall further agree to not disclose the program to anyone other than parties to this agreement. In addition, you agree that
any such use must conform to the provisions set forth in the attached manuals and associated materials.

Assignment
You may not transfer the manual or accompanying materials.
Term

The license is effective until terminated. Quantum and or Douglas M. Yeaman have the right to terminate your license
immediately if you fail to comply with any terms of this Agreement. Upon any such termination you will destroy the original
and any copies and related materials and cease all use of the trademarks and cease to conduct this program in any way.

Entire Agreement

You acknowledge that you have read this agreement, understand it and that it is the complete and exclusive statement of
your agreement with Douglas M. Yeaman and Quantum which supersedes any prior agreement, oral or written, and any
other communications between Quantum its trainers, sales agents or affiliated others, and you relating to the subject
matter of this agreement, and that your obligations under this agreement shall inure to the benefit of Douglas M. Yeaman
and Quantum’s licensees whose rights are licensed under this agreement. No variation of the terms of this agreement will
be enforceable against Quantum unless Quantum gives its express consent in writing signed by an officer of Quantum and
or Douglas M. Yeaman.

Printed Name

License Granted By Date Signed Date



Training

Notes

PRSIl QUANTUIM
WY Ll MANAG=M=NT .
H Rl = s T= s © QMms 1992 Al Rights Reserved

The Power Of Commitment Packet.p65
© 1985,1990,1992,1993,1995,1996,1997 Douglas M. Yeaman, QMS



Conditional

License Agreement

By using the materials containing "Velocity Marketing™" training its manual and associated materials, you accept the
terms of this Agreement. If you do not agree to the terms of this Agreement, please promptly return materials to the site
manager or Quantum Management immediately.

Conditional License

The "Velocity Marketing™" Name, concepts, procedures, "data" and analysis techniques are proprietary and the intellec-
tual property of Douglas M. Yeaman, Quantum Management Systems. Douglas M. Yeaman and Quantum give you, the
licensee, the right to use the trade name "Velocity Marketing™"', the prescribed procedures contained in this manual and
training along with the attached documentation subject to the following conditions and restrictions:

You, the licensee, are continuously affiliated with the holder of the "site license" (in this case
); (1) You agree not to let anyone study your use of the training with the potential of
exporting the material to their own personal use; and (2) You agree to acknowledge Douglas M. Yeaman and Quantum as
the proprietary source of your use of these materials, techniques and technologies.

Proprietary Rights and Obligations

The information and material contained in the manual and training is owned by Douglas M. Yeaman Quantum and is
protected by United States copyright laws and international treaty provisions. The structure, arganization and information
contained in the Manuals is the property of Douglas M. Yeaman and Quantum. You will. not:make or have made, or permit
to be made, any copies of the Manuals, signs and attached or unattached documentation, or any portions thereof except
as specifically authorized by this Agreement. You shall agree not to.train, modify, adapt, translate, reverse, disassemble or
create derivative works based on the Manuals, materials, concepts or trainings. ' The Manual and materials contained in
the package may not be photocopied or distributed to others—except as expressly provided in the body of the manual and
as stated herein. Trademarks shall be used in accordance:with aceepted trademark practice, including identification of
trademark owner’s name.

You shall agree to use the trained materials, manuals and attached materials for exclusive use in your own business, and
if you terminate your affiliation with thesite licensee this license will be terminated automatically and without notice. You
shall further agree to not disclose the program to anyone other than parties to this agreement. In addition, you agree that
any such use must conform-to'the provisions set forth in the attached manuals and associated materials.

Assignment
You may not transfer-the manual or accompanying materials.
Term

The license is effective until terminated. Quantum and or Douglas M. Yeaman have the right to terminate your license
immediately if you fail to comply with any terms of this Agreement. Upon any such termination you will destroy the original
and any copies and related materials and cease all use of the trademarks and cease to conduct this program in any way.

Entire Agreement

You acknowledge that you have read this agreement, understand it and that it is the complete and exclusive statement of
your agreement with Douglas M. Yeaman and Quantum which supersedes any prior agreement, oral or written, and any
other communications between Quantum its trainers, sales agents or affiliated others, and you relating to the subject
matter of this agreement, and that your obligations under this agreement shall inure to the benefit of Douglas M. Yeaman
and Quantum’s licensees whose rights are licensed under this agreement. No variation of the terms of this agreement will
be enforceable against Quantum unless Quantum gives its express consent in writing signed by an officer of Quantum and
or Douglas M. Yeaman.

Printed Name

License Granted By Date Signed Date



Training

Notes

OQULIANTLIM
MANAG=M=NT |
EUST=MS © QMs 1992 All Rights Reserved
The Power Of Commitment Packet.p65
© 1985,1990,1992,1993,1995,1996,1997 Douglas M. Yeaman, QMS

innOe ImN|

dl|
sum




White Paper

November 2003

Prepared by Quantum Management
Systems Inc.

CONTENTS

HIStory ..o 2
Traditional Marketing ................ 3
A Different Approach ................ 4
A Case Study ..., 5

ConclusSioN .....coeeveiiieeieea, 6

VELOCITY MARKETING/PRICING™:
A Forward-Looking Approach

Abstract: It can be shown that the traditional approach to pricing
residential property relies on guesswork and historical data that can be
as much as six months old. As the residential real estate market is
recognized as a seasonal one, traditional property pricing is targeting a
market that has come and gone. Douglas M. Yeaman, Chief Execu-
tive Officer of Quantum Management Systems and an internationally
recognized management consultant, conducted six years of research
resulting in an approach to pricing and marketing residential property that
predicts market activity. Called “Velocity Marketing™”, it provides a
scientific approach and a formula for predicting property values.
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Velocity Marketing™: A Forward-Looking Approach 2

HISTORY

IN THE EARLY 1990’s, Douglas M. Yeaman, Chief Executive Officer of Quantum Management
Systems an internationally recognized management consultant, realized that the traditional approach
to pricing residential real estate relied on data that didn’t reflect the then current market. Addition-
ally, today many real estate agents have a “multiple offers and sell the first day” mind set to pricing.
Although the approach to selling it quickly, moved property quickly and is attributed to the real
estate agent’s “marketing expertise,” Mr. Yeaman recognized that the traditional approach to

pricing residential real estate was not always in the seller’s best interest.

MR. YEAMAN BEGAN aresearch project that lasted six years. He meticulously tracked
selling prices in a various national markets. More importantly, he tracked the number of homes
listed, the number of homes under contract or sold versus the number of real buyers in the market
place; and correlated the relationships between the listings, time on the market and real selling
prices.

THE RESULT WAS a pricing formula that provides a “snapshot” of the current market and a
way of predicting where the market was headed. Furthermore, it provides a seller with the choice
of either pricing to sell quickly or pricing to allow the market to decide the value.
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Velocity Marketing™: A Forward-Looking Approach 3

TRADITIONAL MARKETING

CURRENTLY, THE TRADITIONAL approach to pricing a piece of residential property
involves some research and as much or more guesswork based up the level of experience the
pricing agent has. Using computer programs or public records, an agent will develop a Compara-
tive Market Analysis (CMA) based upon the following:

1. Activelistings

2. Listings pending or under contract

3. Listingsrecently closed

CONSIDERATION IS GIVEN to the neighborhood, school district, similar home styles, the
number of bedrooms and baths and other features. Weight is given to what listings are active but
the focus is on the price of properties most recently closed. Agents representing buyers agents will
look at that data to recommend what price to offer and listing agents will use the same data to
advise a seller at what price to list.

THERE HAS ALWAYS been an intuitive sense within the industry that the data is not accurate.
Most agents will use “gut-feeling” to adjust what the data suggests either up or down. In fact, as
the following chart shows, that intuitive feeling is accurate.

Property
Traditionally Priced

I
This Data Based On This Market |

—— Based On This Data

THE OBVIOUS PROBLEM is that, even if a piece of property closed last month, it went under
contract perhaps three months ago based upon data that was probably three months old. Also,
both the buyer and the market are different at the moment of the current CMA than they were
when the data was relevant. The most dramatic example is the real estate market in December as
opposed to the market six months later in June.

VELOCITY MARKETING™ NOT ONLY provides the best possible pricing data, it gives an
agent the ability to predict market direction.
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Velocity Marketing™: A Forward-Looking Approach 4

A DIFFERENT APPROACH

MR.YEAMAN HAS CHANGED the way agents look at property pricing within his organiza-
tion and his agents have recognized traditional pricing methods are not always in a client’s best
interest. Whether a client wishes to sell the next day and is heedless of “leaving money on the
table” or is willing to let the market dictate the property’s selling price, Velocity Marketing™
provides a choice. It gives the seller a choice of a price that is likely to sell today, in 30 days or in
60 days. It gives the agent an opportunity to market the property, the company and the agent.

VELOCITY MARKETING™ BEGINS with using the traditional approach to identify a likely
listing price. Then, the market is examined for properties that demographically profile within that
price plus or minus 10 percent. Then, within those parameters, active listings and pending (s) or
under contract properties are counted.

1. Pending or under contract listings indicate the number of active buyers.

2. Active listings indicate the number of sellers active in the market. (The actual method for
calculating that is proprietary to Yeaman/Quantum Management Systems, Inc..)
Those two numbers provide a buyer/seller ratio that can be applied to the formula developed by
Mr. Yeaman. The below chart approximates that formula.

ANNUAL RATE OF APPRECIATION
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BUYER/SELLER RATIO

THE FORMULA PREDICTS the velocity at which property is turning over. This is very
similar to what a traditional economist would do in looking at any commodity or shelf life of any
inventory. The more turnover (number of turns), the more pressure on the price of the property
1.e. appreciation. This allows agents to provide clients with a “snapshot” of current market values
and validate upcoming fast or slow markets. As is indicated in the following case study, this
information is critical in relationship to the time frame dictated by the seller’s need to sell. The slope
ofthe curve has been established through empirical research over time. It appears to be valid under
almost all other conditions and factors; and Yeaman believes this is because it describes the buyers
attitudes toward the future purchase and therefore more accurately the market. It also appears to
be occurring in almost real time.
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Velocity Marketing™: A Forward-Looking Approach 5

A CASE STUDY

APROPERTY IN HIGHLAND PARK, on the north shore of Chicago in a prime real estate
area, came on the market. A real estate company in competition with Prudential Preferred Proper-
ties advised the seller to list the home at $869,000 based on a traditional CMA.

AVELOCITY MARKETING™ ANALYSIS revealed that, at that time, the market “snapshot”
revealed a 1:1 ratio that indicated strong market appreciation. The Prudential Preferred Properties
agent recommended a listing price of $979,000.

THE SELLER chose to list the property at the recommended $979,000; although, he stated he
felt the Prudential Preferred Properties agent was attempting to “buy” the listing and had serious
doubts.

THE PROPERTY SOLD in three weeks for $965,000. Needless to say, the seller is a believer
and is a constant source of referrals to the agent he once doubted.

THE PROFILE OF THE PROPERTY is essential to the analysis. You must carefully profile
property to fit a very specific demography. This geo-demographic profiling is essential. You are not
comparing, therefor, properties to properties, but buyers of this property to similar properties that
these buyers would buy. This geo-demographic profiling is based on life-style, such as, travel time,
distances to schools and shopping etc.

CONTRARY TO CONTEMPORARY THOUGHT, there is only one real buyer for the
property...that is the buyer who buys it. Others compete and therefor drive the price up or down.
This is referred to as the property specific buyer population. It is always very small and the key
to marketing a property, is to target this population and capture the greatest number in the shortest
possible time. This population is targeted on the basis of life-style and needs. (Nothing being said
here is to suggest that race, ethnicity or religion plays any role whatsoever in this type of
analysis.)

IN ORDER TO KNOW THE SCALE OF THAT TIME, it is necessary to know their size,
their term on the market and where they are. These three factors insure that they will get the best
price for their home, ‘ceteris paribus’.
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Velocity Marketing™: A Forward-Looking Approach 6

CONCLUSION

THE TRADITIONALAPPROACH to pricing residential property is not always accurate or in
the best interest of the client. This has been validated by the consumer sometimes paying more than
or less than traditional lenders think it should be. When what they pay is more, loans are hard to
come by, but the property very often continues to appreciate well past the lenders peg points, and
when it is too low it results in the banks buying back a lot of property through foreclosure at rates
that cost the lenders a too much. Thanks to the research and data developed by Mr. Yeaman,
there is another approach. It is an approach that takes the guesswork and gut-feeling out of the
process and bases decisions on verifiable data.

THE CLEAR BENEFIT of Velocity Marketing™ is that it gives agents an opportunity to market
property under conditions where the existing market levels price, maximizing seller equity. The goal
of this is to have the opportunity to either pre-market the listing two weeks ahead of any public

expose or price the property in such a way that, when it goes public, two weeks pass before the
first offer.

IT IS THE ONLY marketing system that operates in the best interests of the client under market
conditions that are realistic at the time decisions are being made.
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Velocity Marketing and Pricing

A conventional method used to estimate the value of a property is analysis of the “sold”
and “pending” prices of similar homes in the area. Their value is referred to as
comparative market analysis. Unfortunately, the data used in this method reflects
activity in the marketplace that is already 2-14 months old.

Realtors also take into consideration all the “active” properties that would be competitive
when the property is marketed. Pricing a property this way is referred to as position
pricing. The problem with this method is that it can error by either being too high or too
low for what is really happening in the marketplace currently. And if a home is priced
too high, valuable market time is used trying to establish the proper pricing level. If, on
the other hand, the home is priced too lo, then the result is that one or several offers are
generated in reaction to the low price, and the highest optimum price is never established.

Velocity Marketing and Pricing is a unique method of analysis in which we compare
the pace of buyers’ activity within the last 45 days to the number of sellers (investors)
currently on the market. This analysis concentrates only on those characteristics of the
property that define the potential buyer’s profile. When the ratio of investors to buyers is
established, we can take the “historical” data and know how much appreciation, if any, to
add to the average “sold” price to establish the ideal price at which to market the

property.

Property characteristics:

45 Day Buyer Activity Active Properties for Sale
Closed Contingent actives
Pending

Y

Total Buyers Total Sellers

BUYER TO SELLER RATIO

Sold Price (Historical Data)

Appreciation (+/-) = Recommended List Price

1:4 orless=8-10% 1:4-1:6=5-8% 1:6-1:8=3-5% 1:8-1:12=flat 1:12 or more = Decline
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