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This complete appraisal was prepared to conform with Standard Rule 2-2(a) of the Uniform Standards of Professional Appraisal Practice published by the Appraisal Foundation.  Standard Rule 2-2(a) sets forth the reporting requirements for a self-contained appraisal report.  All information significant to the solution of the appraisal problem is presented in this report.  Data that was furnished by you is stated in the body of the accompanying report.

The Departure Provision of the Uniform Standards of Professional Appraisal Practice has not been invoked for the development of the analysis contained in this report.  This report by definition is a complete appraisal, prepared as a self-contained appraisal report.  The report is presented in conformance with Standard Rule 2-2(a).

The value opinion expressed herein is based on the ? (unencumbered fee simple estate or other) interest as held by the owner of this property.

?The purpose of this appraisal is to estimate to current market value of the subject property.  The self-contained appraisal was prepared for evaluation analysis of ?.  The value opinion expressed in the report that accompanies this letter is based on the definition of value as expressed in the report, and is subject to the assumptions, limiting conditions and certifications contained therein.  No part of the contents or opinions stated herein should be released to any potential seller, buyer, loan broker, real estate agent or any other 3rd party.

?  Any special assumptions go here.

The subject property was valued based on its condition as observed on the date of inspection.

Unless otherwise stated in the appraisal report, the appraiser’s have made an onsite inspection of the subject property and have completed all of the necessary investigation and analysis of market data.  Based upon our analysis of the available information, it is our opinion that the market value of the subject property, herein described as of ? is:

AS CURRENTLY IMPROVED

?

?

It has been a pleasure to assist you in this assignment.  If you have any questions concerning the analysis, or if Wayne Foss Appraisals, Inc. can be of further service, please contact us.
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Wayne Foss, MAI
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EXECUTIVE SUMMARY

? Two to three paragraphs describing the problem, the property, the data, date of value, and the conclusions

Value Indicators


As Currently Improved


  Cost Approach



Land Value:

$?



Improvements:

$?



Total:


$?


  Sales Comparison Approach:

$?


  Income Approach:

$?

Final Value Opinion:


$?

This report is intended to be relied upon only by the ‘client’ who is ?.  It is not intended to be relied upon by buyers, sellers, loan brokers or real estate agents nor shall the contents or any part of this report be shown to or discussed with anyone.  Please read intended use of the appraisal report on page ? of the attached report.
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CHAPTER ONE

FACTUAL DATA AND DESCRIPTIONS


IDENTIFICATION OF THE SUBJECT PROPERTY

The subject property is located ?

It is legally described as:


?

The ? County Tax Assessor identifies the subject as parcel number ?.

Other geographic identifiers are as follows:


MSA:
?


Census Tract:
?


Thomas Brothers ? County Map Guide, page/grid:
?


Postal Zip Code:
?

PROPERTY RIGHTS APPRAISED

The value of real estate can be defined as the present worth of the expected future benefits associated with the ownership of property rights.  The restriction of these rights serves to reduce a property’s value.  The property rights appraised and values expressed in this report are based on the ? estate unencumbered by loan, leasehold, or taxation interest.

Fee Simple is defined as “absolute ownership unencumbered by any other interest or estate, subject only to the limitations imposed by the governmental powers of taxation, eminent domain, police power, and escheat.”

PROPERTY OWNERSHIP

Title to the subject property is currently vested in the name(s) of :



?  

Ownership information was obtained from ?.  The current owner acquired the property on ?.

Additional information regarding the subject ownership was obtained from ?.

PROPERTY OWNERSHIP HISTORY

Property ownership history was obtained from records of ?  (TRW-REDI, MLS, or ?)  The records show the following ownership changes:


Date
Document #
Grantor
Grantee























? Analyze Agreements for sale, listings and/or expired listings here

PURPOSE OF THE COMPLETE APPRAISAL

The purpose of this complete appraisal is to estimate the market value of the subject property as of the date shown in this report.

INTENDED USE OF THE SELF-CONTAINED APPRAISAL REPORT

This complete appraisal report was prepared to aid ? in property evaluation.  ? intends on using this appraisal report in their analysis of ? (a pending loan application).

This complete appraisal report is intended to be used by the “client” only who has hired and contracted “appraiser” to perform this complete appraisal report.  The “client” which we are performing this appraisal for is ?.  No part of this report is to be shown to or given to or discussed with any potential buyer, seller, loan broker, real estate broker or any other 3rd party without the express written consent of Wayne Foss Appraisals, Inc.  As such, this complete appraisal report is not intended, in any manner whatsoever, to affect or be relied upon by buyers, sellers, real estate agents, loan brokers or any other 3rd party.  Such buyers, sellers, real estate agents, loan brokers or other 3rd parties have their own methods to determine value, age and conditions of the property including obtaining their own appraisal on the property.

DEFINITION OF MARKET VALUE

The definition of market value, as used in this appraisal, is defined by agencies that regulate federal financial institutions in the United States.  Market Value is defined as:

“The most probable price which a property should bring in a competitive and open market under all conditions requisite to a fair sale, the buyer and seller each acting prudently and knowledgeably, and assuming the price is not affected by undue stimulus.  Implicit in this definition is the consummation of a sale as of a specified date and the passing of title from seller to buyer under conditions whereby:

1.
buyer and seller are typically motivated;

2.
both parties are well informed or well advised, and acting in what they consider their best interests;

3.
a reasonable time is allowed for exposure in the open market;

4.
payment is made in terms of cash in United States dollars or in terms of financial arrangements comparable thereto; and

5.
the price represents the normal consideration for the property sold unaffected by special or creative financing or sales concessions granted by anyone associated with the sale.”

DATE OF VALUE

The date of value in this appraisal report is ? which represents the date of property inspection by the Appraiser.  The date of report preparation is ?.

SCOPE OF THE INVESTIGATION

This complete appraisal was completed to develop an opinion as to the market value of the subject property.  The specific instructions given to us by ? were to develop a complete appraisal and to prepare a self-contained appraisal report.  In this regard, the following investigative inquiries were made.

1.
An onsite inspection of the subject property ?(was or was not) conducted.  Our instructions from you were ?.  The inspection of the property included verification of the offsite and onsite improvements located on the property.

2.
Research into the real estate market of ? county and specifically in the region surrounding the City of ? was conducted.

3.
Exterior investigation and analysis of the data collected during the investigative process was completed.

4.
The value opinion(s) derived for the subject is based on the data derived and market conditions observed in the course of the investigation.

The value opinions expressed are based on the ? estate unencumbered by loan, leasehold, or taxation interest.

The definition(s) of the value(s) developed in this report are as follows:

a.
Value of the subject property based on an As-Is condition as of the date of value.

b.
?

SPECIAL ASSUMPTIONS

1.
This report was prepared for ? analysis purposes only.  It was not intended, nor prepared to be submitted as evidence in a Court of Law.  The data and descriptions shown in this report were researched by the appraiser and felt to be reliable.  No guarantee, however, is made as the absolute accuracy of the data shown.

2.
Data provided by ? is identified as follows:


?


It is assumed by the appraiser that these documents are accurate and truly reflect the operation of the subject property.

3.
This complete appraisal assumes the subject ownership has a reasonable degree of experience in this type of project.  It is assumed that ownership will diligently market the project.

4.
The subject property is currently ?.  This appraisal is contingent upon the project being fully completed as per plans provided, which were dated ?.  Descriptions and value opinions shown are based on a fully completed ? project.

5. The date of value in this assignment is subsequent to September 11, 2001, the date of the attack of the World Trade Center in New York City and on the Pentagon in Washington D.C.  The scope of this appraisal assignment does not include the measurement of any effect of these events on the real estate market or on the value of the subject property.  Therefore, the value opinion and other conclusions expressed in this report are subject to the extraordinary assumption that these events had no effect on the marketability or market value of the subject property.  The client and intended users of this appraisal are cautioned that if this extraordinary assumption is incorrect, the value opinion and other conclusions expressed in this report could be significantly different.

6.
?

REGIONAL DESCRIPTION

COMMUNITY DESCRIPTION

A city is “...a municipal corporation that occupies a definite area and is subject to laws of the state in which it is located.”

NEIGHBORHOOD DESCRIPTION

A neighborhood is “...a group of complementary land uses.”

Neighborhood boundaries ‘...may coincide with observable changes in prevailing land use or occupant characteristics.  Physical features such as the type of structures, street patterns, terrain, vegetation, and lot sizes tend to identify land use districts.”
  In this case the boundaries are delineated by zoning and use patterns of the surrounding area.

?

Neighborhood Trends

?

SUBJECT SITE DESCRIPTION

The subject site is located ?

Size:


Width:
?


Depth:
?


Area:
?

Shape:


?

Street Improvements:


?

Access/Frontage:


?

Topography:


?

Utilities:


All the usual and customary utilities are available at the subject site.  Services are provided by the following suppliers:


Water
?


Sewer:
?


Electric:
?


Natural Gas:
?


Telephone:
?

Soils and Geology:


A soils reports has ? been made available for review.  A physical inspection of the site revealed no evidence of soil instability, however, no representation as to the stability is made.  For purposes of this report, soil conditions are assumed to be adequate for ? oriented development.

Easements:


A title policy issued by ? and dated ? was provided to the appraiser for review.  A review of the report indicates that there are ?.  Visual inspection of the site tends to indicate that easements affecting the site are ?.

Flood Zone:


The subject ? located in a designated flood hazard zone.  Community panel number is ?.  The subject is located in a zone ? which ?.

Earthquake Zone:


Alquist-Priolo Earthquake Fault Zone Act of 1972 designates property located in high risk seismic zones for earthquake faults.  Properties in these zones typically have restricted development potential and require fault hazard insurance.  The subject is? located in a designated earthquake fault zone.

Special Nuisances and Hazards:


?

Adjacent Uses:


North:
?


South:
?


East:
?


West:
?

SUBJECT PROPERTY ZONING

The subject is currently zoned ? by the City of ?.  This zoning classification allows for the development of ?.  The intent of the ? zone is to ?.

General development standards within the ? zone include:

?

ASSESSMENT AND TAXES

Assessors Parcel Number:
?

Tax Code Area:
?

Tax Rate:
?  per one hundred dollars of assessed valuation

Assessed Valuation:
?  (land)



?  (improvements)



?  Total

Taxes:

?  (199?-9?)

Special Assessments:


?

Trends in Tax Rates:


Since the passage of Proposition 13 in June 1978, the tax on real property in California approximates 1% of the full cash value as shown in the County Assessor’s Tax Rolls.  The full cash value is limited to an annual increase of 2% over the base year value of 1975.  Market sale of the subject property would call for a re-adjustment of taxes based on current market value.  These taxes would be a significant increase over the present tax burden.

Potential Subject Taxes:


The current annual tax burden on the subject property is approximately $?.   Based on the value opinion shown in this report, the first year annual tax charged to a new buyer at market value would be approximately $?.

SUBJECT IMPROVEMENT DESCRIPTION

The subject improvements consist of ?.

Age:


?

Size:


?

Stories/Type of Construction


?

Foundation and Footings:


Poured concrete foundation and footings.

Exterior walls and Finish:


?

Windows:


?

Flooring:


Concrete slab flooring at grade.?

Interior Walls:


Drywall (gypsum board) over ? frame.

Roof Structure:


?

Ceiling/Lighting:


?

Building Access:


?

Plumbing:


?

Ventilation:


?

Power:


?

Parking:


?

Site Improvements:


?

Miscellaneous Features:


?

Observed Condition:


?

Personal Property and/or Trade Fixtures:


?

Permit Status:


?

SUBJECT OCCUPANCY, LEASE STATUS, HISTORICAL INCOME

?

SUBJECT PROPERTY, CONFORMITY AND MARKETABILITY

?

MARKET ANALYSIS

Market analysis can be defined as “the identification and study of the market for a particular economic good or service.”
  Market analysis seeks to identify the highest and best use of a property in terms of market support (demand), timing (absorption rates), and market participants (probable users and buyers).  This section of the appraisal will include a brief overview of the economic environment that affects the property.  Our study of supply and demand characteristics will aid us in determining the effective demand for and the competitive supply of ? property type in the subject location as of the date of value stated in this report.

There are various levels of market analysis that can be included in an appraisal.  These levels can be classified from A to D, with A and B levels being inferred demand studies and C and D levels being fundamental demand studies.
  The inferred demand study is an attempt to estimate future changes in value by investigating past market behavior.  This type of analysis if often called a trend analysis.  The fundamental demand study attempts to forecast demand based on segmentation of broad demographic and economic data to reflect the subject’s specific market.  As one would expect, and level A type of study is broad and general and the level D study is narrowly focused and detailed.   The intended use of this appraisal is for ? purposes.  Because of this use an ? (inferred or fundamental demand study) was completed.

(Include analysis of sales volume trends, price trends, rent and occupancy trends and turnover time.)

CHAPTER TWO

ANALYSIS AND CONCLUSIONS


HIGHEST AND BEST USE AND IMPROVEMENT ANALYSIS:

The term “Highest and Best Use,” as used in this report is defined as follows:


“The reasonably probable and legal use of vacant land or an improved property, which is physically possible, appropriately supported, financially feasible, and that results in the highest value.”
  The highest and best use of both land as though vacant and property as improved must meet four criteria. “The highest and best use must be legally permissible, physically possible, financially feasible, and maximally productive.”

In arriving at my opinion of the Highest and Best Use, the subject property was analyzed as if it were vacant and available for development and as improved.

HIGHEST AND BEST USE AS A VACANT SITE

Physically Possible Uses:

The first constraint imposed on the possible use of land is dictated by the physical aspects of the site itself.  Size, shape and terrain affect the uses which land may be developed.

The subject site is ?.

By virtue of the subject’s favorable physical aspects, the subject site lends itself to a myriad of possible uses.  Therefore, the physical aspects of the site do not impose constraints on it’s development to it’s Highest and Best Use.

Legally Permissible Uses:

Legal restrictions as they apply to real property are private restrictions and public restrictions of zoning, building codes, historic district controls and environmental regulations.

In the zoning section of this report, I reported that the site was zoned ?.  The current zoning allows for the development of ?  and related facilities.  Based upon this constraint, the legal uses for the subject site include ?.

Financially Feasible Uses:

In analyzing financial feasibility, the Appraiser estimates the future potential income or net sales gain that can be expected from various potential Highest and Best Use uses.  Uses that do not meet the criteria of physically possible and legally permissible are not considered.  From the potential gross income estimate appropriate operating expenses are subtracted to obtain a likely net income from each use.  All uses that are expected to produce a positive return are regarded as financially feasible.

Maximally Productive:

?

Conclusion, Highest and Best Use of the Site as Vacant:

?

HIGHEST AND BEST USE AS IMPROVED

The subject property is improved with ?.

The subject improvements have an effective age of approximately ? years.   ?  Because of this factor, I feel that the current improvements have substantial remaining economic life. They were therefore felt to add value to the land.

The ? usage constitutes the subject’s highest and best use.  This is due to the fact that the current improvements contribute to the overall property value.  The land value data compared to the improved sale data (found in later sections of this report) indicate a higher value for the property as improved.                                                                                                                                                   

HIGHEST AND BEST USE CONCLUSION

The Highest and Best Use of the subject property is ?.

THE APPRAISAL PROCESS

The Appraisal Process is an orderly procedure for estimating the value of real property.  First, the problem must be defined and the property in question identified.  In this instance the purpose of the complete appraisal is to estimate the market value of the subject property as defined in this self-contained report, as of the given date of value.  The property rights should be clearly specified.  This report is based on a ?fee simple interest, which is unencumbered and subject to the “assumptions and limiting conditions” shown in this report.  Next, a preliminary survey is conducted and an appraisal plan outlined.  Accumulation, then analysis of pertinent data collected is processed by using three traditional approaches to value: the Cost Approach, the Sales Comparison Approach and the Income Approach.

The Cost Approach:

The Cost Approach is an estimate of the current cost of reproduction of the improvements, less accrued depreciation plus site value.  The accuracy of this approach is dependent upon adequate land sale data and a supportable estimate of accrued depreciation.

The Sales Comparison Approach:

The Sales Comparison Approach involves the direct comparison of the subject property with comparable competitive properties that have recently sold.  Adjustments to the sales prices of the comparable sales are made to reflect differences between them and the subject property.  The adjusted sales prices of the comparable sales provides indicators of the market value of the subject property.  Sales used in this approach are given varied degrees of creditability, based on their comparability to the subject.

The Income Approach:

The Income Approach is predicated on assumption that the value of a property is related to its current earning ability.  It attempts to show how income levels generated by properties directly effect value in the market place.

All three approaches were considered in the development of the value opinion.  All three approaches were considered for use in this report;  each was given varied degrees of weight in the Final Value Estimate.

THE COST APPROACH

The Cost Approach provides one indication of value.  In this approach the appraiser must estimate the value of the (1) site, replacement cost of the (2) improvements, and total estimated (3) depreciation.  Total estimated depreciation is subtracted from the replacement cost new, then site value is added to develop an indication of the value of the property.

One of the underlying appraisal principles applicable in this approach to value is the principle of “Substitution.”  This principle states that “...no prudent buyer would pay more for a property than the cost to acquire a similar site and construct improvements of equivalent desirability and utility without undue delay.”

Land Value Estimate

Estimation of the subject land value was accomplished by using  direct sales comparisons.  The market data generated by the sales were analyzed and reduced to a sales price per ? for comparison purposes.  The basic steps in this approach are to first make adjustments, where warranted, to each comparable sale.  The adjustment process  develops indications of value for the subject site, had the comparable sites possessed essentially the same characteristics as the subject site.

A search was made to locate recent sales of similarly zoned sites.   Special emphasis was placed on locating data of similar size and physical characteristics as the subject.  The  data located is summarized in the following chart.   On the pages following the summary market data chart you will find the complete details of each sale.

?Insert summary chart here?

Land Sale No. 1

Location:
?

Assessors Parcel Number:
?

Price:
?

Date:
?

Terms:
?

Zone/Land Size:
?

Buyer/Seller:
?

Sales Price per ?:
?

Improvements:
?

Comments:


?

Land Sale No. 2

Location:
?

Assessors Parcel Number:
?

Price:
?

Date:
?

Terms:
?

Zone/Land Size:
?

Buyer/Seller:
?

Sales Price per ?:
?

Improvements:
?

Comments:


?

Land Sale No. 3

Location:
?

Assessors Parcel Number:
?

Price:
?

Date:
?

Terms:
?

Zone/Land Size:
?

Buyer/Seller:
?

Sales Price per ?:
?

Improvements:
?

Comments:


?

Land Sale No. 4

Location:
?

Assessors Parcel Number:
?

Price:
?

Date:
?

Terms:
?

Zone/Land Size:
?

Buyer/Seller:
?

Sales Price per ?:
?

Improvements:
?

Comments:





?

Land Sale No. 5

Location:
?

Assessors Parcel Number:
?

Price:
?

Date:
?

Terms:
?

Zone/Land Size:
?

Buyer/Seller:
?

Sales Price per ?:
?

Improvements:
?

Comments:


?

Land Sale No. 6

Location:
?

Assessors Parcel Number:
?

Price:
?

Date:
?

Terms:
?

Zone/Land Size:
?

Buyer/Seller:
?

Sales Price per ?:
?

Improvements:
?

Comments:


?

Land Sale No. 7

Location:
?

Assessors Parcel Number:
?

Price:
?

Date:
?

Terms:
?

Zone/Land Size:
?

Buyer/Seller:
?

Sales Price per ?:
?

Improvements:
?

Comments:


?

Market Data Analysis


?

Land Value Conclusion:

The subject site is ? square feet, zoned for ? uses.  The sales data were adjusted to reflect the differences between them and the subject property.  A bulk of the adjustments were for ?.

After adjustments were made, the data ranges from ? to ?.   The data entries felt to be most directly applicable to the subject were  ?. 

Based on my analysis of the above data, it is my opinion that the value for the subject site is $? per square foot ?.  The indicated value for the subject site is then calculated to be:

? square feet  x  $?  =  $?

Rounded to:        $?

Subject Improvement Value

As previously discussed the subject is improved with ?.  In the Improvement Description section of this report the effective age was stated as ?.  Typically this type of structure has a total economic life at, or near ? years, the depreciation would, therefore, be equal to approximately ? (

).

Reproduction Cost New

Reproduction Cost is defined as the estimated cost to construct, at current prices, an exact duplicate or replica, of the building being appraised, using the same materials, construction standards, design, layout, and quality of workmanship, and embodying all the subject’s deficiencies, superadequacies, and obsolescence.

I have used the square root method of estimating the reproduction cost of the improvements.  All estimates are based on local costs of labor and materials at the subject site as of the date of this evaluation.

The basic cost factor has been established by reference to cost data records of Marshall and Swift Publication Company.  Cost factors used in this office are further confirmed through frequent checking with local contractors, sub-contractors and material suppliers.

The cost estimates developed by reference to Marshall and Swift Company cost publications reflect those costs that the contractor incurs during the period of construction of the improvements.  Generally these costs include:


•  plans, specifications, survey and building permits;


•  the cost of interim money during normal construction period;


•  cost of labor and materials; sales taxes on materials;


•  utilities from lot line to the building, considering a normal setback;


•  normal site preparation, including trenching, excavating for concrete, backfill, and finish grading;


•  prorated amount of real estate commissions in tract type developments;


•  and, contractor’s overhead and profit, including job supervision, workman’s compensation insurance, fire and liability insurance, unemployment insurance, equipment, temporary facilities, security, etc.

Costs of development that are not included are:



•  the costs of land planning in large developments;


•  indirect costs including park fees, jurisdictional hook-up, impact or entitlement, tap-in, or assessment fees;



•  marketing costs to create the first occupancy including model and advertising expenses, or legal fees in setting up and the temporary operation of the property owners association;



•  a general contingency reserve where a percentage of the total costs is set aside for some unknown future event, such as labor striker, anticipated labor and material increases, etc.;



•  and, any entrepreneurial profit due the developer for his or her risk in undertaking the development of the project.

The indicated improvement cost of the subject property was calculated as follows:

insert chart here

Notes to Costs not included in the Basic Factor

Marketing Costs to create the first occupancy were developed as follows:

model expenses:
$ ?


there are ? models in this phase of the development

Advertising expenses:
$ ?


advertising expenses were estimated to be 2.5% (?) of the retail sales prices of the units (?)


$  ?.00  x  0.025   $ ?.00

Legal fees in setting up and the temporary operation of the property owners association:



$ ?


Legal fees for set up of the homeowners association was estimated to be $ ?.00 for direct legal documents and $ ?.00 for department of  Real Estate processing.


After the first recorded sale , the developer must begin contributions into the homeowners association funds for the remainder of the unsold units.  It is forecast that the absorption of these units will take place within ? days following the completion of the buildings, hence some contribution will be required.  The homeowners dues  are forecast to be $ ?.00 per unit per month.  The total cost allocated to the development is as follows:


month
unsold units
per unit cost
total



1






2






3






Grand Total





General contingency reserve is where a percentage of the total costs is set aside for some unknown future event, such as labor strikes, anticipated labor and material increases, etc.  This contingency was calculated as ?% of total costs or:

$ ?.00  x  0.?  =  $ ?.00

Entrepreneurial profit is due the developer for his/her risk in undertaking the development of the project.  Developers were asked in the course of researching the data contained in this appraisal as to the profit they expect to receive on their developments.  The range in responses was 12% to 15%.  In this case developers profit was calculated as follows:


Total building costs:
$



Land Value (page ?):
$



Total Estimated Costs:
$



Profit at ?.0%
$


Accrued Depreciation

Accrued depreciation is a loss in value from the reproduction or replacement cost of the improvements.  The loss in value may emanate from physical deterioration, functional obsolescence, external obsolescence or any combination of these sources.  Physical deterioration can be disaggregated into three components; deferred maintenance, curable, and incurable physical deterioration.  Functional obsolescence can be disaggregated into two components, curable and incurable.  The three main sources of depreciation are defined as follows:

Physical deterioration “refers to wear and tear from regular use and the impact of the elements.  ...Functional obsolescence is caused by a flaw in the structure, materials, or design that diminishes the function, utility, and value of the improvement.  ...External obsolescence is an impairment of the utility or salability of an improvement or property  due to negative influences outside the property.”

?One to Two paragraph discussion and conclusion

Summation of the Cost Approach

Based on the indicators shown above,  the indicated value of the subject property via the Cost Approach was calculated as follows:


Replacement Cost New:


$?


Less Accumulated Depreciation:

$?


Depreciated Improvements:


$?


Plus Site Value:



$?


Indicated Value per Cost Approach:

$?

THE SALES COMPARISON APPROACH

The Sales Comparison Approach is a method of estimating market value whereby a subject property is compared with properties that have recently sold.  Two of the underlying appraisal principles applicable in this approach to value are the Principles of “Supply and Demand” and “Substitution.”

The Principle of Supply and Demand states that “property prices result from negotiations between buyers, sellers, and lenders.  Buyers constitute market demand and the properties offered for sale make up the supply.”
  The principle of Substitution states that “...the  value of a property tends to be set by the price that would be paid to acquire a substitute property of similar utility and desirability within a reasonable amount of time.”

This approach to value involves the detailed comparison of recent comparable sales data with the subject property.  Adjustments are made to the sales price of each sale to account for major differences between the comparable sale and the subject property.  The indications of value are then reconciled into an indication of value for the subject property.

Comparable data entries are typically improved properties where land and buildings are sold together to a new buyer.  The reliability of this technique depends on (a) the degree of comparability of the property appraised with each sale or listing; (b) the length of time since the sale; (c) the accuracy of the sales data; and (d) the absence of unusual conditions affecting the sale.

A search was made to locate recent sales of ? in the subject area.  Special emphasis was placed on locating sales of ?.  Based upon our survey of available sales data, the following sales were felt to be the most applicable to the subject property.  All of the data are within the subject market area and all are ?.

The data was reduced to a sales price per square foot for the purpose of this comparison analysis.  Other units of comparison used in the Sales Comparison Approach are ?.  Whenever possible the income that the data was producing at the time of sale was obtained.   This income was utilized in the derivation of ?.(gross income multipliers, expense analysis in the income approach, overall capitalization rates)?

The sales data utilized in this approach to value is presented on the following pages.

Improved Sale Data No. 1

Location:

Assessors Parcel No.:
?

Sales Price:
?

Date of Sale:
?

Terms of Sale:
?

Buyer/Seller:
?

Land Zone and Area:
?

Improvement Age and Size:
?

Improvement Description:


?

Comments:


?

Value Indicator:


Sales Price per Sq. Ft.:
?

Improved Sale Data No. 2

Location:

Assessors Parcel No.:
?

Sales Price:
?

Date of Sale:
?

Terms of Sale:
?

Buyer/Seller:
?

Land Zone and Area:
?

Improvement Age and Size:
?

Improvement Description:


?

Comments:


?

Value Indicator:


Sales Price per Sq. Ft.:
?

Improved Sale Data No. 3

Location:

Assessors Parcel No.:
?

Sales Price:
?

Date of Sale:
?

Terms of Sale:
?

Buyer/Seller:
?

Land Zone and Area:
?

Improvement Age and Size:
?

Improvement Description:


?

Comments:


?

Value Indicator:


Sales Price per Sq. Ft.:
?

Improved Sale Data No. 4

Location:

Assessors Parcel No.:
?

Sales Price:
?

Date of Sale:
?

Terms of Sale:
?

Buyer/Seller:
?

Land Zone and Area:
?

Improvement Age and Size:
?

Improvement Description:


?

Comments:


?

Value Indicator:


Sales Price per Sq. Ft.:
?

Improved Sale Data No. 5

Location:

Assessors Parcel No.:
?

Sales Price:
?

Date of Sale:
?

Terms of Sale:
?

Buyer/Seller:
?

Land Zone and Area:
?

Improvement Age and Size:
?

Improvement Description:


?

Comments:


?

Value Indicator:


Sales Price per Sq. Ft.:
?

Improved Sale Data No. 6

Location:

Assessors Parcel No.:
?

Sales Price:
?

Date of Sale:
?

Terms of Sale:
?

Buyer/Seller:
?

Land Zone and Area:
?

Improvement Age and Size:
?

Improvement Description:


?

Comments:


?

Value Indicator:


Sales Price per Sq. Ft.:
?

Improved Sale Data No. 7

Location:

Assessors Parcel No.:
?

Sales Price:
?

Date of Sale:
?

Terms of Sale:
?

Buyer/Seller:
?

Land Zone and Area:
?

Improvement Age and Size:
?

Improvement Description:


?

Comments:


?

Value Indicator:


Sales Price per Sq. Ft.:
?

Improved Sale Data No. 8

Location:

Assessors Parcel No.:
?

Sales Price:
?

Date of Sale:
?

Terms of Sale:
?

Buyer/Seller:
?

Land Zone and Area:
?

Improvement Age and Size:
?

Improvement Description:


?

Comments:


?

Value Indicator:


Sales Price per Sq. Ft.:
?

Insert a summary table to the data here

Market Data Analysis:

?

Sales Comparison Approach Conclusion:

The subject is ?.

The sales data analyzed above was adjusted to reflect  the differences between them and the subject property.  The major adjustments were for ?.

After the adjustment process was completed, the data indicated a range in prices for the subject property from ? to ?.   The data entries that were felt to be the most directly applicable to the subject property were ?.

Based on my analysis of the above data, it is my opinion that the value of the subject property as indicated by the Sales Comparison Approach is $?.00 per square foot.  This price extends into the following indication of value:

? square feet   x   $ ?.00  =   $ ?.00

Rounded to:     $ ?.00

THE INCOME APPROACH TO VALUE

The Income Approach is based on the premise that a relationship exists between the net income a property is capable of producing and its value.  One of the primary appraisal principles applicable to this approach is the principle of “Anticipation.”

The Principle of Anticipation and its relevance to this approach cannot be overstated.  Value is created by the expectation of benefits to be derived in the future, and value may be defined as “...the present worth of all rights to these future benefits.”

This approach to value begins with an estimate of the market rental rate for the subject property.  The market rental rate is then converted into a potential yearly gross income.  An estimate for appropriate expenses is then subtracted from the gross income to develop an indication of yearly net operating income.  This net operating income is then divided by an Overall Capitalization Rate to develop an indication of value.

It may be necessary, as part of the process to determine value, to obtain copies of all lease agreements.  To protect both the client and the appraiser, these leases must be resigned (not initialed) and currently dated by the owners of the subject property on the front page, right-hand corner, in the presence of the client so as to confirm that the rents, terms and conditions stated in each lease are true and correct.  An inaccurate or false lease will directly affect the final conclusion of value as stated herein.

Subject Occupancy:

As previously stated, the subject property is currently occupied by ?.

Gross Income Estimate:

A search was conducted to locate competitive ? in the subject market area.  Special emphasis was placed on locating properties ?.

The data located for analysis in this approach included ?. The rental data utilized in this approach to value is presented on the following pages.

Rental Data No. 1

Location:

Type:

Date of the Lease:

Income Indicator:

Comments:


?

Rental Data No. 2

Location:

Type:

Date of the Lease:

Income Indicator:

Comments:


?

Rental Data No. 3

Location:

Type:

Date of the Lease:

Income Indicator:

Comments:


?

Rental Data No. 4

Location:

Type:

Date of the Lease:

Income Indicator:

Comments:


?

Rental Data No. 5

Location:

Type:

Date of the Lease:

Income Indicator:

Comments:


?

Rental Data No. 6

Location:

Type:

Date of the Lease:

Income Indicator:

Comments:


?

Rental Data No. 7

Location:

Type:

Date of the Lease:

Income Indicator:

Comments:


?

Rental Data No. 8

Location:

Type:

Date of the Lease:

Income Indicator:

Comments:


?

Insert table here of basic data here

Market Data Analysis:

?

Gross Income Conclusion:

The subject is ?.

The rental data analyzed above was adjusted to reflect  the differences between them and the subject property.  The major adjustments were for ?.

After the adjustment process was completed, the data indicated a range in rental prices for the subject property from ? to ?.   The data entries that were felt to be the most directly applicable to the subject property were ?.

Based on my analysis of the above data, it is my opinion that the rental value of the subject property as indicated by this analysis is $?.00 per square foot per month.  This rental price extends into the following indication of value:

? square feet   x   $ ?.00  =   $ ?.00 per month

Annualized and Rounded to:     $ ?.00

Vacancy:

The rental market appears to be ?.  Generally properties like the subject are leased within a ? to ? month period.  Typical leases are written for a ? year period.  Based on an average ? month marketing time and an average lease duration of ? years, the indicated vacancy factor would be approximately ?. (This analysis assumes that no excess supply of space currently exists.  If an excess supply exists, then the vacancy forecast must be lengthened to account for the excess inventory that will compete with the subject for new occupancy)

The preceding rental data shows:

Expenses:

The market data indicates that properties like the subject are leased based on ? terms.  As such, the lessor (owner of the property) is responsible for ? expenses.  These expenses are forecast to be ?:

insert table here of basic data

Expense Analysis:

?Follow with Analysis of data and conclusion.  Can be paragraph form one to two paragraphs

Overall Capitalization Rate:

? data entries were shown as comparable sales in the Sales Comparison Approach.  The data analyzed in that approach yielded the following indicators of overall capitalization rates:

insert table here of basic data

Overall Capitalization Rate Analysis:

?Follow with Analysis of data and conclusion.  Can be paragraph form one to two paragraphs

Summation of the Income Approach

Based on the foregoing conclusions, the indicated value of the subject property by analysis of the income approach to value is as follows:

insert table here 

RECONCILIATION OF VALUE INDICATIONS

The indications of value developed by the ? approaches to value are as follows:

Indicated Value per Cost Approach:



$

Indicated Value per Sales Comparison Approach:


$

Indicated Value per Income Approach:


$

Special emphasis was given to the strengths and weaknesses of the various approaches.  The Cost Approach is an estimate of the current cost of reproducing of the improvements, less accrued depreciation, plus site value.  The Sales Comparison Approach is the forecasting of what a property’s most probable selling price is, based on the consideration of comparable sales which have occurred in the past.  The Income Approach involves the process of estimating gross income, subtracting allowances for vacancy, rent loss, and expenses, then capitalizing the net income into an indication of value.

 All three approaches were felt to provide meaningful value indicators.  Of the three approaches, however, the ? Approach was felt to be the best representation of the subject marketplace.

In the Cost Approach ?

The Sales Comparison Approach features  ?

The Income Approach included ?

?Follow with Analysis of data and conclusion.  Can be paragraph form, one to two paragraphs per approach

After considering all of the evidence and indications of value shown in this report and weighing the reliability of each, I am of the opinion that the market value for the subject property as of ? is:

$?

CERTIFICATION

I certify that, to the best of my knowledge and belief, ...

the statements of fact contained in this report are true and correct

the reported analyses, opinions and conclusions are limited only by the reported assumptions and limiting conditions and are my personal, impartial, and unbiased professional analyses, opinions and conclusions.

I have no present or prospective interest in the property that is the subject of this report, and no personal interest with respect to the parties involved.

I have no bias with respect to the property that is the subject of this report or to the parties involved with this assignment.

My engagement in this assignment was not contingent upon developing or reporting predetermined results.

my compensation for completing this assignment is not contingent upon the development or reporting of a predetermined value or direction in value that favors the cause of the client, the amount of the value opinion, the attainment of a stipulated result, or the occurrence of a subsequent event directly related to the intended use of this appraisal.

my analyses, opinions and conclusions were developed, and this report has been prepared, in conformity with the Code of Professional Ethics and the Standards of Professional Appraisal Practice of the Appraisal Institute, and the Uniform Standards of Professional Appraisal Practice.

I have made a personal inspection of the property that is the subject of this report.

no one provided significant real property appraisal assistance to the person signing this certification.

The use of this report is subject to the requirements of the Appraisal Institute relating to review by its duly authorized representatives.

For Blair and Don add:

As of the date of this report, I have completed the requirements of the continuing education program of the Appraisal Institute.








?Appraiser Name








AG?

REVIEW APPRAISER CERTIFICATION

Please advised that this report has been reviewed and signed by Wayne Foss, MAI.  It did not include verification of the market data presented in the appraisal report and assumes all said data and the analysis thereof to be correct.

I certify that, to the best of my knowledge and belief, ...

the statements of fact contained in this report are true and correct

the reported analyses, opinions and conclusions are limited only by the reported assumptions and limiting conditions and are my personal, impartial, and unbiased professional analyses, opinions and conclusions.

I have no present or prospective interest in the property that is the subject of this report, and no personal interest with respect to the parties involved.

I have no bias with respect to the property that is the subject of this report or to the parties involved with this assignment.

My engagement in this assignment was not contingent upon developing or reporting predetermined results.

my compensation for completing this assignment is not contingent upon the development or reporting of a predetermined value or direction in value that favors the cause of the client, the amount of the value opinion, the attainment of a stipulated result, or the occurrence of a subsequent event directly related to the intended use of this appraisal.

my analyses, opinions and conclusions were developed, and this report has been prepared, in conformity with the Code of Professional Ethics and the Standards of Professional Appraisal Practice of the Appraisal Institute, and the Uniform Standards of Professional Appraisal Practice.

I ?(have or have not) made a personal inspection of the property that is the subject of this report.

no one provided significant real property appraisal assistance to the person signing this certification.

The use of this report is subject to the requirements of the Appraisal Institute relating to review by its duly authorized representatives.

As of the date of this report, I have completed the requirements of the continuing education program of the Appraisal Institute.








Wayne Foss, MAI








AG002804

CHAPTER THREE

ADDENDA


The following addenda includes varied documents and statements pursuant to this complete appraisal report.  Included in this addenda is:



?



Contingent and Limiting Conditions



Corporate Resume



Appraisers Qualifications

CONTINGENT AND LIMITING CONDITIONS

Standard Rule 2-2(a) of the “Standards of Professional Appraisal Practice” of the Appraisal Institute requires the Appraiser to “set forth all assumptions and limiting conditions that affect the analysis, opinions and conclusions.”  In compliance therewith and to assist the reader interpreting this report such limiting conditions are set forth as follows:

1.
That the date of value to which the conclusions and opinions expressed in this report apply, is set forth in the letter of transmittal.  Further, that the dollar amount of any value opinion herein rendered is based upon the purchasing power of the American dollar on that date.

2.
That the Appraiser assumes no responsibility for economic or physical factors which may affect the opinions herein stated occurring at some date after the date of the letter transmitting the report.

3.
That the Appraiser reserves the right to make such adjustments to the valuation herein reported, as may be required by consideration of additional data or more reliable data that may become available.

4.
That no opinion as to title is rendered.  Data related to ownership and legal description was obtained from public records and is considered reliable.  Title is assumed to be marketable and free and clear of all liens and encumbrances, easements and restrictions except those specifically discussed in the report.  The property is appraised assuming it to be under responsible ownership and competent management and available for its highest and best use.

5.
That no engineering survey has been made by the Appraiser.  Except as specifically stated, data relative to size and area was taken from sources considered reliable and no encroachment of real property improvements is considered to exist.

6.
That maps, plats and exhibits included herein are for illustration only as an aid in visualizing matters discussed within the report.  They should not be considered as surveys or relied upon for any other purposes, nor should they be removed from, reproduced, or used apart from this report.

7.
That no opinion is expressed as to the value of subsurface oil, gas or mineral rights or whether the property is subject to surface entry for the exploration or removal of such materials except as is expressly stated.

8.
That no opinion is intended to be expressed for matters which require legal expertise or specialized investigation or knowledge beyond that customarily employed by real estate appraisers.

9.
That the Appraiser believes to be reliable the information which was furnished by others, but he assumes no responsibility for its accuracy.

10.
Possession of the report, or a copy thereof, does not carry with it the right of publication, nor may it be used for any purpose by any but the client without the previous written consent of the Appraiser or the client and then only with the proper qualifications.

11.
The comparable sales and/or rental data relied upon in this appraisal is believed to be from reliable sources, however, it was not possible to inspect each comparable completely and it was necessary to rely on information furnished by others as to said data, therefore, the value conclusions are subject to the correctness and verification of said data.

12.
The land and particularly the soil, of the area under appraisement appears firm and solid.  Subsidence in the area is unknown or uncommon, but this Appraiser does not warrant against this condition or occurrence.

13.
That testimony or attendance in court or at any other hearing is not required by reason of rendering this appraisal unless such arrangements are made a reasonable time in advance.

14.
Neither all nor any part of the contents of this report shall be conveyed to the public through advertising, public relations, news, sales or other media, without the written consent and approval of the author, particularly as to valuation conclusions, the identity of the appraisal firm with which he is connected, or any reference to the Appraisal Institute, or to the SRA, RM, SRPA, MAI or SREA designations.

15.
This appraisal report is intended to be used by the “client” only who has hired and contracted “appraiser” to perform this appraisal report.  The “client” which we are performing this appraisal for is ?.  No part of this report is to be shown to or given to or discussed with any potential buyer, seller, loan broker, real estate broker or any other 3rd party without the express written consent of Wayne Foss Appraisals, Inc.  As such, this appraisal report is not intended, in any manner whatsoever, to affect or be relied upon by buyers, sellers, real estate agents, loan brokers or any other 3rd party.  Such buyers, sellers, real estate agents, loan brokers or any other 3rd parties have their own methods to determine value, age and conditions of the property including obtaining their own appraisal on the property.

16.
It may be necessary, as part of the process to determine value, to obtain copies of all lease agreements.  To protect both the client and the appraiser, these leases must be resigned (not initialed) and currently dated by the sellers on the front page, right-hand corner, in the presence of the “client” so as to confirm that the rents, terms and conditions stated in each lease are true and correct.  An inaccurate or false lease will directly affect the final conclusion of value as stated herein.

17.
The liability of Wayne Foss Appraisals, Inc. and the appraiser(s) responsible for this report is limited to the client only and to the fee actually received by the appraiser(s).  Further, there is no accountability, obligation or liability to any third party.  If the appraisal report is placed in the hands of anyone other than the client for whom this report was prepared, the client shall make such party and/or parties aware of all limiting conditions and assumptions of this assignment and related discussions.

18.
If the client or any third party brings legal action against Wayne Foss Appraisals, Inc. or the signor(s) of this report and the appraisers(s) prevails the party initiating such legal action shall reimburse Wayne Foss Appraisals, Inc. and/or the appraiser(s) for any and all costs of any nature, including attorneys’ fees, incurred in their defense.

The Americans with Disabilities Act (ADA) became effective January 26, 1992.  The appraiser has not made a specific compliance survey and analysis of this property to determine whether or not it is in conformity with the various detailed requirements of the ADA.  It is possible that a compliance survey of the property together with a detailed analysis of the requirements of the ADA could reveal that the property is not in compliance with one or more of the requirements of the act.  If so, this fact could have a negative effect upon the value of the property.  Since the appraiser has no direct evidence relating to this issue, possible noncompliance with the requirements of ADA was not considered in estimating the value of the property.

CORPORATE RESUME

Wayne Foss Appraisals, Inc.

Wayne Foss Appraisals, Inc. was organized to provide it’s clients with appraisal, research and consulting services.  The company’ office is located in Fullerton, California.

Wayne Foss Appraisals, Inc. is an appraisal firm that caters to the mortgage lending and legal communities.  Roughly 60% to 70% of our clients are large and small commercial banks, savings and loan associations, mortgage bankers and legal firms.  The remainder of our clients range from City and County governments, developers, investors and individuals.  The firm specializes in the analysis and valuation of residential properties, income producing properties, subdivisions, and land.

The primary geographic area serviced by Wayne Foss Appraisals, Inc. is Orange, Riverside, San Bernardino and Los Angeles Counties.  The staff at one time or another have worked in most of the major communities within these counties and from time to time in San Diego, Ventura, Santa Barbara and Kern Counties.  Additionally we have completed assignments in Northern and Central California, Hawaii, Arizona and Nevada.

The services provided by Wayne Foss Appraisals, Inc. includes traditional appraising for market value estimates, plus market analysis, feasibility studies, highest and best use studies and reports prepared for presentation in courts of law.

A partial list of appraisal users who have utilized the services offered by the firm are identified as follows:

Governmental Agencies

Orange County, California

Orange County Transportation Authority

California Department of Transportation (CALTRANS)

City of Brea, California

City of Buena Park, California 

City of Fontana, California

City of Fullerton, California

City of Orange, California

City of Cerritos, California

Brea-Olinda School District, Brea, California

Lowell Joint School District, Whittier, California

ABC Unified School District, Cerritos, California

Garden Grove Unified School District, Garden Grove, California

Lenders

American International Bank

Banco Popular de Puerto Rico

Bank of America

Bank of California

The Bank of Westminster

Bank of Whittier

California Federal Bank

Cathay Bank

Centrust Savings Bank

Century Federal Savings & Loan

Cerritos Valley Bank

Chase Manhattan Bank

City Federal Savings

Coast Savings & Loan

County Bank, FSB

Dai-Ichi Kanyo Bank of California

Del Amo Savings

Eldorado Bank

First Interstate of Arizona

Frontier Bank

GMAC Mortgage

General Bank

Great Western Savings & Loan

Home Savings of America

Kyowa Saitama Bank of California

Los Angeles National Bank

Mechanics National Bank

Merchant Bank of California

National Bank of Southern California

Overland Bank

Pacific First Mortgage

Pacific Inland Bank

Quaker City Federal Savings

Redlands Federal Savings & Loan

Riverside National Bank

Santa Fe National Bank

Sanwa Bank California

The Daiwa Bank, Ltd.

Tokai Bank

Ventura County National Bank

Wells Fargo Bank

Western Bank Mortgage

Weyerhaeuser Mortgage

Womens Federal Savings Bank

World Savings

Developers and Landowners

Balalis Corporation

Bryan Industrial Properties

Deane Properties

Friedman Homes

Imperial Hotel Corporation

R.C. Jewett Company

Kulberg, Ltd.

McBride & Associates

Osborne Development Corporation

Murray Ozer Development Corporation

Pacesetter Homes

Lyle Parks, Contractor

Patton Development Company

Rancon Corporation

Sterling Builders

TOG Motels 

UDC Homes

Watt America

Corporations and Institutions

Alcoa

American Store Properties, Inc.

Associates Relocation

Tom Bernauer, Attorney at Law

Barton, Klugman & Oetting

Best Motel Brokers

Better Homes & Gardens Relocation

Bush Properties

Chevron Real Estate

Coldwell Banker Relocation

Cole Company

Commonwealth Relocation

Corporate Moves

Douglas Oil Company

I.E. Dupont Nemours

Eastmen Kodak

Empire Relocation

Equitable Relocation

General Relocation

Gerber Products Company

Grubb & Ellis Relocation

Gulf Oil Company

Hagenbaugh & Murphy

Haight, Dickenson, Brown, Bastell

George Jeffries, Attorney at Law

Kaiser Permanente

Lewis, Damato, Brisbois, Brisgaard

Merrill Lynch Relocation

Palmieri, Tyler, Weiner, Wilhelm & Waldron

PHH Homequity

Tom Powell, Attorney at Law

Prudential Relocation

Relocation Consultants

Relocation Management Service

Travelers Relocation

Unocal Oil & Gas Division

Qualifications of the Appraiser

INSERT WAYNE’S BRAG SHEET HERE

Wayne’s 2nd Sheet

INSERT other appraisers BRAG SHEET HERE

�   The Appraisal Institute, The Dictionary of Real Estate Appraisal, 3d ed., (Chicago:Author, 1993), 140


�   Ibid.,  222.  This definition of market value can also be found in references of the Office of the Comptroller of the Currency (“OCC”) 12 U.S.C. 93a, and Title XI of The Financial Institutions Reform, Recovery, and Enforcement Act of 1989 (“FIRREA”), 12 CFR Part 34, subpart C, section 34.43(f).


�   The Appraisal Institute, The Dictionary, 57


�   The Appraisal Institute, The Appraisal of Real Estate, 11th ed., (Chicago:Author, 1996), 189


�   Ibid., 190


� The Appraisal Institute, The Dictionary, 220


�   For a complete discussion of the various types of market studies that can be completed by the appraiser you are directed to a book authored by Fanning, Stephen F., Grissom, Terry V. and Pearson, Thomas D., Market Analysis for Valuation Appraisals, (Chicago: The Appraisal Institute, 1994), 19-32


�   The Appraisal Institute, Appraisal of Real Estate, 297


� Ibid., 303


�   Ibid., 336


� Ibid., 365


�   Ibid., 397


�   Ibid., 398


�   Ibid., 449-50
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