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July 8, 2015
M.
New York, NY 10012

Re:
New York, NY 10012

Dear M.
In fulfillment of our engagement agreement, we are pleased to transmit our appraisal estimate of
value for both the leased fee and fee simple interests in the above captioned property in a Restricted Use Report which is intended to comply with the reporting requirements as set forth under
Standards Rule 2-2(b) of the Uniform Standards of Professional Appraisal Practice (USPAP). In
accordance with USPAP, the use of this report is restricted to the client and his designees only.
The report presents limited discussions of the data, reasoning, and analyses used in the appraisal
process to develop the appraiser’s opinion of value. It may not be understood without additional
information in the appraiser’s work file. The depth of discussion contained in this report is specific
to the needs of the client and for the intended use stated in the following pages. Tables in the report supply most of the computational data used to derive the estimate of market value for the
leased fee and fee simple interests.

Client:

New York, NY 10012

Intended User:

In compliance with USPAP, the client and any other person the client
identifies.

Intended Use:

To establish a market value estimate primarily of the fee simple and
leased fee interests for the subject premises based on its current use
as a multi-family, townhouse residential apartment building containing five (5) apartments and one (1) slightly below grade commercial
space. The intended use of the report is for estate planning.

Property Identification:

Primarily five (5) to six (6) families with one store or office (S5)
New York, NY 10012

Block / Lot:

Block:, Lot.
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Current Property
Use:

The subject building was constructed in 1900 and consists of a 5-story brick,
residential, townhouse apartment building with one, slightly below grade,
store (S5). It is located approximately midblock between Bleecker Street and
West Houston Street in the NOHO section of West Greenwich Village in New
York City.
The subject is currently fully occupied with market rent tenants. There are
five (5) apartments consisting of a studio, a one bedroom plus a loft, a one
bedroom, a one bedroom plus a den, and a two (2) bedroom plus a den. Access between all levels is via a central staircase.
With the exception of the 2nd, parlor floor level, there is one apartment per
floor. Entry is a double door leading through a small entry foyer. There is a
buzzer intercom on the exterior right side of the entrance. The interior contains a long central hallway that has the main staircase on its left and the entrances to the two (2) units on the parlor floor on the right. The hallways are
illuminated with incandescent light fixtures. The main hall floor is marble and
the walls are plaster.
The appraisers had access to units 1F, 1R, #2 and #4. All of the apartments
appear to have been renovated and modernized. The apartments range in
area from approximately +/- 617 SF for the parlor floor unit 1F to +/- 1,370
SF for parlor floor unit 1R, not including the rear deck area of +/- 463 SF.
The average apartment size for the entire building is +/- 1,289 SF including
the exterior rear deck (+/- 463 SF) and terrace (+/- 593 SF) space for unit 1R
and #2 respectively.
The slightly below grade commercial space contains the most interior area of
all building units at +/- 2,345 SF. There is also a front porch area containing
+/- 148 SF. The interior of the commercial space is partitioned into three (3)
sections, a front area, middle level several steps below the main, front area
and a rear room. This area has tiled floors, recessed fluorescent lighting,
acoustic tile ceilings, finished cabinetry extending almost the entire length of
its south wall, men’s and women’s lavatories, and limited closet and storage
space. It is obvious from the interior depth of the commercial level that the
subject structure extends further than one would surmise from either the
basement or the upper floor levels.
The Gross Building Area (GBA) is +/- 9,691 SF. The Gross Living Area
(GLA) is +/- 5,392 SF.
Based upon comments with the broker-agent, the plumbing and electrical
systems are relatively new and in good working order.

Historical Property
Use:

The subject’s has always existed as a mixed-use, townhouse, 1-5 family,
apartment building.

Site Area:

+/- 2,500 SF

Gross Building
Area (GBA):

+/- 9,691 SF

Zoning & Census
Tract:

R7-2 - Residential FAR: 3.44, Community Facility FAR: 6.5 / Census Tract
065.00
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Type of Value:

The appraisal scope of work calls for a determination of a market value estimate of the fee simple and leased fee interests for the subject premises based
on its current use as a 1-5 family, mixed-use, townhouse apartment building.

Highest & Best
Use (As Vacant)

Based on the site’s physical characteristics and location, it is our opinion that
the subject building’s highest and best use as vacant is as a multi-family, residential apartment building under either a rental or condominium conversion
scenario.

Real Property
Interest:

The subject’s current use as a mixed-use, townhouse, apartment building establishes both leased fee and fee simple interests in the subject. These various
interests are valued utilizing the Income, Cost and Sales Comparison Approaches.

Sales History:

According to public records, the subject property transferred on August 29,
2005 from for $XXX. Prior to this date, the property appears to have been
transferred on September 28, 1951 from the The sales amount is unknown.

Date of Inspections:

June 16, 2015 (Interior and Exterior Inspection)

Effective Date of
Value:

June 16, 2015

Date of Report:

July 8, 2015.

Extraordinary
Assumptions:

None noted with the exception that it is assumed the site and improvement are
free from any toxic substances, which might affect the underlying value of the
property and its consequent rental for residential purposes.

Hypothetical
Conditions:

The estimate of value is predicated upon certain deed restrictions as to the use
of the commercial space in the subject. The complete and exact natures of the
restrictions are unknown to the appraisers. In addition, the entire appraisal report is subject to the additions terms and conditions present in the addendum
to the full report and any others that might be mentioned in the body of the appraisal.

Opinion of
Value:

The reconciled estimate of both the leased fee and fee simple market value for the subject is $11,750,000. The Cost Approach was included in the
scope of work for the appraisal and resulted in a value of $7,400,000. An
Income Approach value was calculated based upon market rents since
most if not all of the residential rents are due to expire within the year.
The Income Approach value is estimated to be $9,200,000. The Sales
Comparison Value estimate is $11,750,000. The value per SF (above
grade) amounted to $1,398.81 PSF.

Exposure Time:

Anticipated to be 6 months to 1 year at the current estimate of value.

Real Estate Tax:

The 2014-2015 real estate taxes on the subject are $66,087.30.
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APPRAISAL SUMMARY
APPRAISAL SUMMARY , NEW YORK, NY 10012
LOCATION:
COUNTY / STATE / ZIP:

MANHATTAN / NY / 10012

BLOCK / LOT:
CENSUS TRACT:

65.00

ZONING / F.A.R.:

R7-2 RESIDENTIAL FAR = 3.44

GENERAL LOCATION:

RESIDENTIAL / COMMERCIAL

YEAR BUILT:

1900

PROPERTY TYPE:

WALKUP RESIDENTIAL APARTMENT BUILDING

IMPROVEMENT TYPE:

S5 - ONE TO FIVE FAMILIES WITH ONE STORE OR OFFICE

OCCUPANCY:

OCCUPIED

PROPERTY VALUES:
INCREASING

X

DECLINING

-

STABLE

-

NEIGHBORHOOD TREND:
IMPROVING

X

DECLINING

-

STABLE

-

CONDITION:

GOOD

General Description: The subject property is an attached 5-story + basement, residential walkup apartment
building containing five (5) residential apartments and a below grade commercial space. All of the apartments are
occupied. The below grade level commercial space is currently vacant. The subject building has a Gross Building
Area (GBA) of +/-9,691SF and a Gross Living Area (GLA) of +/- 5,392 SF. Individual apartments range in size from
+/- 617 SF to +/- 1,832 SF. The entire building covers approximately 94% of the +/- 2,500 SF lot.

VALUE RECAP
COST APPROACH (VALUES ARE ROUNDED)
1

COST APPROACH VALUE

$7,400,000

2

REPLACEMENT COST NEW

$2,498,659

3

ABOVE GRADE BUILDING AREA +/-

8,400

4

BASEMENT AREA +/-

1,291

5

GROSS BUILDING AREA (GBA) +/-

9,691

6

REPLACEMENT VALUE PER GBA

$257.85

7

SITE AREA (SF) +/-

8

SALES COMPARISON VALUE

9

VALUE PER SF - ABOVE GRADE

$1,398.81

10

VALUE PER GBA

$1,212.53

2,500

SALES COMPARISON APPROACH

$11,750,000

INCOME APPROACH (FORWARD 12 MONTH EST)
11

INCOME APPROACH VALUE

12

NET OPERATING INCOME

13

CAP RATE

14

GROSS INCOME

15

VACANCY & COLLECTION LOSS

16

EFFECTIVE GROSS INCOME

17

GROSS RENT MULTIPLIER

18

FINAL ESTIMATE OF VALUE

19

VALUE PER SF - ABOVE GRADE

$9,200,000
$330,047
3.60%
$472,351
-2.0%
$462,904
19.5

RECONCILED VALUE ESTIMATE

$11,750,000
$1,398.81

INSURABLE VALUE (COST APPROACH)
20

REPLACEMENT COST (NEW)

21

INSURABLE VALUE

22

ANNUAL R.E. TAXES (2015-2016)

$2,498,659
$2,250,000

REAL ESTATE TAXES
$66,087.30

DATE OF VALUE & INSPECTION DATE
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EFFECTIVE DATE

24

INSPECTION DATE

June 16, 2015
June 16, 2015
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DEFINITION OF INTEREST APPRAISED
1

A Leased Fee Estate is an ownership interest held by a landlord with the rights and of use and
occupancy conveyed by lease to others. The rights of the lessor (the leased fee owner) and the
leased fee are specified by contract terms contained within the lease.
A Fee Simple Estate2 is defined as an absolute fee - a fee without limitations to any particular
class of heirs or restrictions, but subject to the four powers of government and taxation - an inheritable estate.
A Leasehold Estate3 is defined as an interest held by the lessee (the tenant or renter) through a
lease conveying the rights of use and occupancy for a stated term under certain conditions.
Gross Building Area4 (GBA) is the total floor area of a building, including below-grade space but
excluding unenclosed areas, measured from the exterior of the walls.
A Hypothetical Condition is that which is contrary to what exists but is supposed for the purpose
of analysis.
An Extraordinary Assumption is an assumption, directly related to a specific assignment, which,
if found to be false, could alter the appraiser’s opinions or conclusions.
DEFINITION OF MARKET VALUE5
The Federal Financial Institutions Reform, Recovery and Enforcement Act (FIRREA) of 1989 established the definition of market value. It is as follows:
"Market Value" means 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 own
best interests;
3. a reasonable time is allowed for exposure in the open market;
4. payment is made in terms of cash in U.S. 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.6

1

rd

The Dictionary of Real Estate Appraisal, 3 Edition, Appraisal Institute, pg. 204
ibid, pg. 140
3
ibid, pg. 204
4
ibid, pg. 164
5
Federal Register, vol. 55, no. 163, August 22, 1990, pages 34228 and 34229; also quoted in the introduction to the Standards of Professional Appraisal Practice of the Appraisal Institute.
2
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PURPOSE, FUNCTION, INTENDED USER AND DATE OF APPRAISAL
The appraisal is made for the purpose of primarily determining an estimate of value for both the
leased fee and fee simple interests of the subject property as a free market, mixed-use, townhouse
apartment building, as of June 16, 2015, the effective date of the appraisal. The property was
inspected on June 16, 2015. The intended user is the client. The function of the report is to establish a reconciled estimate of the subject’s leased fee and fee simple value for estate planning purposes.
TYPE OF APPRAISAL
This report is considered a Restricted Use Appraisal Report, according to the Uniform Standards
of Appraisal Practice (USPAP). This report considers the Sales Comparison Approach, the Income Approach and the Cost Approach. Although the subject apartments were occupied under
lease at the time of inspection, most of the leases are due to end within the next two (2) to four (4)
months. The commercial space is currently vacant. This type of report is also in accordance with
the client’s request.
SCOPE OF WORK
1. We viewed the improved site of the subject property on June 16, 2015 as an interior/exterior inspection. The below grade commercial unit was inspected along with residential apartments 1F, 1R, #2 and #4. The appraisal’s effective date is June 16, 2015.
2. We have extensively investigated available market data for determination of comparable market rents for similar types of residential and commercial space in the subject area.
3. The appraisal assignment consists of determining a market value for the subject building, i.e., both its fee simple and leased fee interests according to its current use as a
mixed-use, residential apartment townhouse property.
4. The appraiser’s investigations included the collection of primary and secondary data
and research of public records using commercial sources of relevant lease and rental
data for comparably sized buildings with similar amenities. At the appraiser’s discretion,
some data was used without personal verification, if, in the appraiser’s opinion, that data appeared to be correct. The appraiser only utilized the data deemed pertinent to the
valuation problem.
5. We did not investigate or analyze any easements or restrictions that might be operative
with either the leased fee or fee simple estates of the subject. However, we were made
aware that some deed restrictions did exist as to the ultimate use of the commercial
space. We were given a list of potentially permissible uses, but we do not know if the list
encompassed all viable uses, nor do we know the exact nature of how the restrictions
came to exist. We suspect that they may be vestiges of the ownership of the subject by
a XXX prior to its transfer in XXX to the previous XXX owner. Because NYC online records only extend back to 1966, we were unable to verify the exact nature and origin of
the deed restrictions, if indeed they are “deed” restrictions and not some other type of
restriction.
6. The improvement is utilized as a mixed-use, residential townhouse, apartment building
containing approximately +/- 9,691 SF GBA and above grade area of +/- 6,054 SF. The
New York, NY 10012
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above grade area plus the below grade commercial space is +/- 8,400 SF. The five (5)
residential apartments range from a studio to one bedrooms with and without a den and
a two (2) bedroom unit with a den.
7. It is our understanding that the reconciled estimate of value determined by this appraisal will be used for estate planning purposes.
8. We have researched market rents for similar residential buildings. We also researched
building sales in order to derive an estimate of value via both the Income and Sales
Comparison Approaches.
9. We have investigated the general trends in the regional economy and those conditions
specific to the subject’s marketing area.
10. We have prepared the appraisal in compliance with the Uniform Standards of Professional Appraisal Practice, Standards Rule 2.2 (b), as promulgated by the Appraisal
Foundation.
11. We will not be responsible for ascertaining the existence of any toxic waste or other
contamination present on or off the site. The appraiser will, however, report any indications of toxic waste or contaminants that may affect value if they are readily apparent
during the appraiser’s investigations. The appraiser cautions the user of the report that
the appraiser is not expert in such matters and that the appraiser may overlook contamination that might be readily apparent to parties who are experts in such matters.
12. We have prepared a Restricted Use Appraisal Report as defined in USPAP Standards Rule 2.2 (b). The report includes only the appraiser’s estimate of a probable value
and whatever data is deemed necessary to understand the basis for the valuation conclusions. However, in deference to the official definition of a restricted use appraisal report, we add that the report may not be properly understood without reference to the
appraiser’s actual work file. The level of detail and depth of the analysis is considered
commensurate with the complexity of the property type and market conditions. Despite
the data presentation limitations permitted in a Restricted Use Appraisal Report, the
appraiser has chosen to include those data tables that might aid the client in understanding the source of the appraiser’s conclusions.
13. The report sets forth assumptions and limiting conditions that affect the analyses, opinion and conclusions as stated in the report.
14. A signed certification accompanies the appraisal in accordance with Standards Rule 2-3
of USPAP.
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APPRAISAL PROBLEM: METHODOLOGY
The valuation techniques generally employed to estimate market value are the Sales Comparison
Approach, the Income Approach, and the Cost Approach.
The subject is a 5-story brick, mixed-use, residential townhouse, apartment building classified as a
S5 structure in the New York City public records. It was built in 1900 and is currently configured as
a 1-5 family plus store or office, townhouse, rental apartment building. The building currently houses five (5) apartments consisting of a studio, a one bedroom plus a loft, a one bedroom, a one bedroom plus a den, and a two (2) bedroom plus a den. Access between all levels is via a central
staircase. The subject is currently fully occupied with market rent tenants.
The appraisal utilizes all three (3) approaches to value, i.e., the Cost, Income and Sales Comparison Approaches in order to ascertain a probable market value for the “AS-IS” condition of the
subject.
The property currently represents an investment by a typical owner in which an income is derived
from the cash flow generated by the leasing of the building’s apartments and commercial space.
Therefore, the property is categorized as an investment property that will provide monthly cash
flow to the owner and, therefore, fits the definition of a leased fee estate. Therefore, the Income
Approach is applicable because its methodology provides for an estimate of value based upon the
capitalization of the subject’s potential net operating income (NOI). The value estimate produced is
a leased fee estimate. We note that in analyzing residential market rents in the neighborhood, we
discovered that the current rents levied for the subject apartments are at the upper end of observed market rents. Therefore, despite the upcoming termination of the subject apartment leases,
we utilized the existing rents as market rents in the Income Approach analysis.
The subject’s commercial space is currently vacant. However, the client made the appraisers
aware that there are deed restrictions in place that limit the usage of the space from a rental perspective. According to the data supplied to the appraiser, it is permissible for the commercial space
to be leased for educational, health, medical or certain community service purposes, such as
clubs, philanthropy or a non-profit, commercial art gallery. This usage prohibition and the physical
location of the subject midblock on a predominately residential street limits the type of tenant and
ultimate amount of rent the lessor may be able to attract for the space. We note that commercial
and retail rents in the subject neighborhood can range from $40-$50 psf to over $200 psf. However, the upper end of the rental range is usually populated by retail establishments such as restaurants or boutique shops situated in locations that enjoy above average pedestrian traffic. Sometimes such individual locations are clustered together in a one or two (2) block stretch. However,
the subject’s midblock location on a highly residential block is not conducive to generating the pedestrian traffic that would be required to sustain many commercial uses. Based on our experience,
we believe the best candidates for renting the subject’s commercial space would fall in the educational category (day-care especially) or medical or health related offices. Day-care would be hard
pressed to rent the space except at the low end of the observed market range, say $40+ psf. Medical office or health related rental could find lessees in the $60-$85 psf range. Of course, renovating
the interior to accommodate such usage would be details that the landlord and tenant would have
to hash out in their lease agreement.
New York, NY 10012
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For the purposes of this appraisal’s Income Approach analysis, we estimated a modest commercial
rent of $60 psf. It should be noted that the net rentable area for the commercial space is slightly
less than the appraiser’s measurement based upon the exterior walls of the building. The net interior rentable area for the commercial space is +/- 1,973 SF as opposed to an area of +/- 2,345 SF
based upon exterior wall measurement. Utilizing an annual rent psf of $60 yields a gross annual
rent for the commercial space of $118,350.72.
The other area of analysis where a calculation of potential commercial rent came into play was for
the purpose of making an adjustment for deed restrictions and their effect on rental income potential in the Sales Comparison Approach. One of the comparable sales has a specific use as a restaurant, which we estimate could put it in a $185 psf per annum rent level. Utilizing our subject estimate of $60 psf per annum allowed us to make an adjustment for the potential difference’s worth
on a percentage basis for the fact of the deed restrictions that limit the use of the subject space.
For the other comparable sales presumed to be without deed restrictions, we utilized a retail/office
market rent of $75 psf, which meant a $15 psf difference when compared to the subject’s $60 psf
potential estimate.
On the following pages we have distilled both our market rental research and comparable sales
data into tabular formats making it easier to discern relevant details of each property as they relate
to the subject.
Finally, in accordance with USPAP, it should also be noted that the appraiser has not completed any appraisal work on the subject property within the past three (3) years or ever, for
that matter.

New York, NY 10012
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SUBJECT PHOTOS
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STREET PHOTOS
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AREA MAPS
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AREA MAPS
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PROPERTY INSPECTION
APPRAISERS
Peter von Nessi, CSA-G

DATE

CONTACT

June 16, 2015

Rental Agent Broker

OCCUPANCY AND LEASES AFFECTING SUBJECT PROPERTY
The subject property at, New York, NY 10012 contains a 5-story brick, mixed-use, residential
townhouse, apartment building that is currently fully occupied except for the vacant, below grade,
commercial space.

TRANSFER OF PROPERTY WITHIN THE PAST 3 YEARS
According to public records, the subject property transferred on August 29, 2005 from for $XXX.
Prior to this date, the property appears to have been transferred on September 28, 1951 from the.
The sales amount is unknown.

New York, NY 10012
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CENSUS DEMOGRAPHICS

REDACTED INFO
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AREA ANALYSIS
The subject property is located in the Borough of Manhattan, officially known as New York County,
located in the City and State of New York. Manhattan Island, located to the northwest of Brooklyn,
comprises an area of approximately 22.8 square miles. The East River bounds it to the east, the
Upper New York Bay to the south, the Hudson River to the west and the Harlem River to the north.
AREA TRANSPORTATION
Six-lane parkways and expressways encircling its perimeter provide access throughout Manhattan.
The Henry Hudson Parkway and the FDR Drive provide convenient access to any part of the periphery of Manhattan. Many major arterial avenues and streets traverse several sections of Manhattan. These arterials are 125th Street, Central Park North, 72nd Street, Central Park South & 59th
Street, 57th Street, 42nd Street, 23rd Street, Canal Street and vertically by major one-way avenues.
Manhattan’s excellent bus and subway system allows for convenient transportation within the borough as well as to the outer, Brooklyn, Queens and Bronx boroughs. There are also several express buses from Manhattan, which are owned and operated by private bus companies.
REAL ESTATE TAX DATA
The subject property is identified on the New York City Tax Maps as follows:
Borough
Block
Lot:

1

Below is the real estate tax computation for the effective date assessment year, i.e., 2014-2015.
PROPERTY TAXES 2015-2016
RE TAXES, Blk: Lot:
TAX YEAR 2015-2016
TRANS

%

ACTUAL

%

LAND

$0

NA

$104,243

20.28%

BUILDING

$0

NA

$409,855

79.72%

TOTAL

$0

NA

$514,098

100.00%

ASSESSED
VALUE

TAX RATE

TAXES

0.12855

$66,087.30

TRANSITIONAL VALUE

$514,098

SCHOOL EXEMPTION

$0.00

R.E. TAX BASED ON
ASSESSED
VALUATION

New York, NY 10012
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SITE ANALYSIS
The subject site is composed of one (1) rectangular shaped lot fronting Sullivan Street by 25’ with a
depth of 100‘ containing approximately +/- 2,500 SF. The site contains a 5-story with basement
brick, residential townhouse, apartment building. The building houses five (5) residential apartments, some with exterior terrace or deck space and a below grade commercial space with a front
patio.
The site is located in an R7-2 residential zoning district with a residential FAR of 3.44 and a community facility FAR of 6.5. Sullivan Street is a north-south, one-way street lined with primarily 1-5
family, mixed-use and multi-family attached, residential apartment buildings interspersed with an
occasional multi-family building.
All utilities, including water, gas, electric, telephone, and sewers are available and connected to the
site. The topography of the site is level from the street to the rear of the building and the entire improvement is at grade level from the front to the site’s rear boundary.
The site is not within a flood hazard area, according to the Federal Emergency Management
Agency's Flood Insurance Map 3604970182F, dated 9/5/2007. The site is classified in Zone X.

REDACTED INFORMATION

SITE PLAN

New York, NY 10012
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SUBJECT AREA CALCULATIONS
AREA* CALCULATIONS , NEW YORK, NY 10012
MULTIPLE

WIDTH

DEPTH

AREA

BUILDING FOOTPRINT

1

25.00

93.82

2,345.50 SF

BASEMENT INTERIOR AREA

1

25.00

51.62

1,290.50 SF

COMMERCIAL BELOW GRADE AREA

1

25.00

93.82

2,345.50 SF

FRONT PORCH AREA

1

17.06

8.67

147.91 SF

+/-

2,493.41 SF
1,883.00 SF

BUILDING DIMENSIONS

OVERALL BUILDING MEASUREMENT

TOTAL COMMERCIAL GROSS AREA
1ST FLOOR NON-LOFT AREA

1

25.00

75.32

1R LOFT AREA

1

25.00

12.00

1ST FLOOR GROSS AREA

300.00 SF

+/-

2,183.00 SF

2ND FLOOR GROSS AREA

1

25.00

51.62

1,290.50 SF

3RD FLOOR GROSS AREA
4TH FLOOR GROSS AREA

1
1

25.00
25.00

51.62
51.62

1,290.50 SF
1,290.50 SF

RESIDENTIAL GROSS AREA FLOORS (1-4)

+/-

6,054.50 SF

BELOW GRADE COMMERCIAL + ABOVE GRADE TOTAL

+/-

8,400.00 SF

GROSS BUILDING AREA (GBA W/BASEMENT)

+/-

9,690.50 SF

INIDIVIDUAL RESIDENTIAL UNITS*
1ST FLOOR GROSS AREA
LESS ENTRY HALL

1

6.60

29.10

2,183.00 SF
(192.06) SF

+/-

1,990.94 SF

1R - 2 BEDROOM LOFT
1R - LOFT AREA

1
1

25.00
25.00

42.80
12.00

1,070.00 SF
300.00 SF

APT 1R - GLA
1R - REAR DECK AREA

1

25.00

+/18.50

1,370.00 SF
462.50 SF

+/-

1,832.50 SF

APT 1F - STUDIO - GLA

1

18.40

33.52

616.77 SF

2ND FLOOR GROSS AREA
LESS STAIRWAY HALL

1
1

25.00
6.70

51.62
24.07

1,290.50 SF
(161.27) SF

2ND FLOOR GLA - APT 2
APT 2 - REAR TERRACE

1

25.00

+/23.70

1,129.23 SF
592.50 SF

+/-

1,721.73 SF

1
1

25.00
9.00

51.62
16.95

1,290.50 SF
(152.55) SF

+/-

1,137.95 SF

1
1

25.00
9.00

51.62
16.95

1,290.50 SF
(152.55) SF

+/-

1,137.95 SF

+/-

5,391.90 SF

100.00

2,500.00 SF
(2,345.50) SF

1ST FLOOR GLA - APTS 1F & 1R

APT 1R TOTAL AREA INCLUDING REAR DECK

APT 2 TOTAL AREA INCLUDING REAR TERRACE
3RD FLOOR GROSS AREA
LESS STAIRWAY HALL
3RD FLOOR GROSS LIVING AREA - APT 3
4TH FLOOR GROSS AREA
LESS STAIRWAY HALL
4TH FLOOR GROSS LIVING AREA - APT 4
RESIDENTIAL UNIT RECAP
TOTAL GROSS LIVING AREA (GLA)
SITE AREA*
LOT DIMENSIONS
LESS BUILDING FOOTPRINT

25.00

EXCESS SITE AREA

+/-

154.50 SF

SUBJECT F.A.R. CALCULATIONS: BLOCK: , LOT:
ZONING: R7-2
R7-2 ZONE RESIDENTIAL F.A.R.

3.44

PERMITTED BUILD AREA IN R7-2

+

LESS ACTUAL RESIDENTIAL F.A.R. AS BUILT

-

(OVER)/UNDER FAR

=

RESIDENTIAL F.A.R. USED IN SUBJECT

200 SF
3.36

AVAILABLE F.A.R. (Over)/Under FAR
LOT COVERAGE (2,345 SF / 2,500 SF)

8,600
(8,400) SF

0.08
=

93.8%

* AREA CALCULATIONS ARE APPROXIMATE VIA ACTUAL MEASUREMENT

New York, NY 10012
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SUBJECT PHOTOS

ENTRY

COMMERCIAL SPACE MAIN ENTRY

COMMERCIAL SPACE MAIN ENTRY

FRONT-BACK COMMERCIAL INTERIOR

LEFT SIDE COMMERCIAL INTERIOR

RIGHT SIDE COMMERCIAL INTERIOR

New York, NY 10012
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SUBJECT PHOTOS

REAR-FRONT COMMERCIAL INTERIOR

FAR REAR ROOM COMMERCIAL INTERIOR

LAVATORY COMMERCIAL INTERIOR

LAVATORY COMMERCIAL INTERIOR

BASEMENT REAR

BASEMENT WEIL MCLAIN GAS BOILER

New York, NY 10012
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SUBJECT PHOTOS

BASEMENT ELECTRICAL MAIN

PARLOR FLOOR ENTRY

FRONT ROOM

KITCHEN

BATH VIEW

BATH VIEW

New York, NY 10012
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SUBJECT PHOTOS

KITCHEN

DINING ROOM

BEDROOM

SLEEP LOFT

UTILITY CLOSET WITH W/D

BATHROOM

New York, NY 10012
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SUBJECT PHOTOS

REAR PATIO-DECK

BUILDING REAR

LIVING ROOM

KITCHEN

BEDROOM

REAR TERRACE-DECK

New York, NY 10012
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SUBJECT PHOTOS

BATHROOM

LIVING ROOM ENTRY VIEW

LIVING ROOM OPPOSITE VIEW

KITCHEN

MAIN BEDROOM

New York, NY 10012
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ND

BEDROOM
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SUBJECT PHOTOS

DEN

REAR

BATHROOM

2

ND

FLOOR TYPICAL STAIRWAY

REDACTED INFORMATION

BASEMENT ELECTRICAL SERVICE

New York, NY 10012
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COST APPROACH CALCULATION
REPLACEMENT COST VALUATION
DESCRIPTION

FUNCTION

PRICE PSF

ABOVE GRADE AREA
URBAN ROW TOWNHOUSES COST/SF

$160.76

(MARSHALL & SWIFT, SECT 12, PG. 33, CLASS C EXCEL)
INSIDE ROW HOUSE (2 BLIND WALLS (550)) = -3%

+

($4.82) SF

STORY MULTIPLIER (-1% > 2 FLOORS)

+

($1.61) SF

SPRINKLER SYSTEM

+

NET COST PSF

$3.83 SF
$158.16

COST MULTIPLIER

x

1.02

LOCAL MULTIPLIER

x

1.42

CONGESTION COST MULTIPLIER

x

1.05

TOTAL REPLACEMENT COST PSF

=

$240.53

ABOVE GRADE AREA (GRA)

x

ABOVE GRADE + COMM'L REPLACEMENT COST NEW

=

8,400 SF
$2,020,471

BASEMENT
UNFINISHED BASEMENT COST/SF

$18.23

(M&W, SECT 12, PG. 32, CLASS C - UNFIN)
INSIDE ROW HOUSE (2 BLIND WALLS) = -7%

+

($1.28)

SUBTOTAL

=

$16.95

COST MULTIPLIER

x

1.02

LOCAL MULTIPLIER

x

1.42

CONGESTION COST MULTIPLIER

x

1.05

TOTAL REPLACEMENT COST PSF

=

$25.78

BELOW GRADE AREA

x

BELOW GRADE REPLACEMENT COST NEW

=

1,291 SF
$33,274

AMENITIES
APT 1R REAR DECK & APT 2 TERRACE COST/SF

$16.85

(M&W, SECT 66, PG 2)
COST MULTIPLIER

x

1.02

LOCAL MULTIPLIER

x

1.42

CONGESTION COST MULTIPLIER

x

1.05

TOTAL REPLACEMENT COST PSF

=

$25.63

1R REAR DECK (462.50) + #2 TERRACE (592.50) AREA

x

1,055.00 SF

EXTERIOR DECK & TERRACE REPLACEMENT COST

=

$27,035

COMMERCIAL SPACE FRONT PATIO COST/SF

$6.38

COST MULTIPLIER

x

1.02

LOCAL MULTIPLIER

x

1.42

CONGESTION COST MULTIPLIER

x

1.05

TOTAL REPLACEMENT COST PSF

=

$9.70

FRONT PATIO AREA

147.91 SF

FRONT PORCH REPLACEMENT COST
TOTAL AMENITY REPLACEMENT COST

$1,435
=

$28,470

REPLACEMENT COST SUMMARY
ABOVE GRADE REPLACEMENT COST NEW

$2,020,471

BELOW GRADE REPLACEMENT COST NEW

+

AMENITY REPLACEMENT COST NEW

+

$33,274
$28,470

TOTAL REPLACEMENT COST NEW

=

$2,082,216

TOTAL REPLACEMENT COST
REPLACEMENT COST NEW

$2,082,216

PLUS DEVELOPER'S PROFIT (20%)

+

$416,443

TOTAL REPLACEMENT COST NEW

=

$2,498,659

TOTAL GROSS BUILDING AREA (GBA)
=

LESS DEPRECIATION (12% - 60 YR USEFUL LIFE)

+

DEPRECIATED COST NEW

=

$2,198,820

$257.85 SF
($299,839)

LAND VALUE ESTIMATE

+

$5,160,000

REPLACEMENT COST VALUE + LAND

=

$7,358,820

AS-IS VALUE OF SITE IMPROVEMENTS

+

$10,000

=

$7,368,820

SAY

$7,400,000

COST APPROACH VALUE
VALUE PER SF (BASED ON GBA)

New York, NY 10012

9,691 SF

REPLACEMENT COST PSF

$763.63
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INSURABLE VALUE
INSURABLE VALUE
$2,498,659

REPLACEMENT COST NEW
LESS: NON-INSURABLE ITEMS

INSURABLE VALUE

-10%

($249,866)

=

$2,248,793

SAY $2,250,000

SAMPLE PREMIUM CALCULATION

INSURANCE @ 35¢ per $100 of Insurable Value (LOW)

$0.35

$7,875

INSURANCE @ 50¢ per $100 of Insurable Value (AVERAGE)

$0.50

$11,250

INSURANCE @ 75¢ per $100 of Insurable Value (AVG TO HIGH)

$0.75

$16,875

New York, NY 10012
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HIGHEST AND BEST USE OF SITE AS THOUGH VACANT
According to the Dictionary of Real Estate Appraisal, Third Edition, a publication of the Appraisal
Institute, the highest and best use of the site as though vacant is defined as:
Among all reasonable, alternative uses, the use that yields the highest present land value, after
payments are made for labor, capital, and coordination. The use of a property based on the assumption that the parcel of land is vacant or can be made vacant by demolishing any improvements.
Based on an analysis of the markets we have concluded that the highest and best use of the subject site, as vacant, is either as a mixed-use, residential townhouse, apartment building, or a single-family townhouse, or low rise condominium apartment building if built to its maximum FAR potential.

HIGHEST AND BEST USE OF PROPERTY AS IMPROVED
According to the Dictionary of Real Estate Appraisal, highest and best use of the property as improved is defined as:
The use that should be made of a property as it exists. An existing property should be renovated or
retained so long as it continues to contribute to the total market value of the property, or until the
return from a new improvement would more than offset the cost of demolishing the existing building and constructing a new one.
Based on our analyses of the subject building and its competitive position in the market, we have
concluded that the highest and best use of the subject building is for continued use as a mixeduse, residential townhouse, apartment building or a condominium conversion.

New York, NY 10012
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SALES COMPARISON APPROACH
The Sales Comparison Approach values a property based on the process of analyzing recent
(relative to the effective date of the appraisal) bona fide sales of similar properties in the subject
vicinity in order to derive a market rent indication for the property being appraised. Typically, units
of comparison are developed and applied to the subject property.
The Sales Comparison process is based upon the premise that the market related values of a
property are related to the values evident in comparable, competitive properties. It is also based
upon the principle of substitution that holds 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 represents an interpretation of the actions of buyers,
sellers, investors, and in this case, renters, in the market. Any dissimilarity to the subject property,
such as size, location, or condition is reconciled through the process of adjustments. The adjustments for the physical or financial differences in sales prices, or rental values, are made to make
the values cited as comparable to the subject as possible. Those values requiring the least number
of adjustments are usually the most similar to the subject and therefore provide the most meaningful indication of value.
FEE SIMPLE VALUE
We have investigated similarly classified “S5”, “S4” and “S9” class building sales in the subject
general neighborhood to determine those similar to the subject. Our search criteria were selected
to provide those properties that would have the least number of differences with the subject. The
selected properties are in the same general usage classification as the subject. In addition, we narrowed our search to those properties where the improvement occupied most if not all of the entire
lot area, so that there would be no excess land to consider so that the derived rental value would
emanate only from the improvement and the land it occupied.
Four (4) sales and one (1) listing on the subject street were selected for comparison to the subject.
They vary in size from +/- 3,900 SF to +/- 7,100 SF. The subject improvement contains an above
grade Gross Area of approximately +/- 6,054 SF and an area of +/- 8,400 SF including the below
grade commercial space. These buildings have an unadjusted price psf ranging from $1,071.43
psf to $2,143.88 psf. After adjustments, the range is $879.12 psf to $1,951.19 psf. The mean value
for the four (4) adjusted sales and listing is $1,358.97 psf and the median is $1,168.70 psf. We estimated the value of the subject at a rounded $1,400.00 psf.
NOTE: Included in our comparative analysis is a current listing at XXX Street a couple of blocks
south of the subject’s location. The building was included because of its similarity to the subject
and its proximal location on the subject’s street. It is listed at $13,500,000 and supposedly is vacant. However, although slightly smaller than the subject, it appears to have a much lower operating cost than the subject, especially in the area of real estate taxes. The 2015-2016 real estate
taxes for the subject are $66,087. The real estate taxes for XXX Street are $28,096. The difference
of $37,991 at a 3.6% cap rate is worth $1,055,302 of value alone. With current townhouse listing
discounts of approximately -6%, applying these deductions reduces this listing to approximately
$11,635,000, right in line with the subject’s estimate of value at $11,750,000.

New York, NY 10012
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SALES COMPARISON CONCLUSION
Based upon the results of the grid on the following page, the estimate of value for the subject building via the Sales Comparison Approach is:
8,400 SF Area

x

$1,400 per SF

= $11,760,000

SAY

$11,750,000

Therefore, our market value estimate for the subject’s fee simple interest via the Sales Comparison Approach, as of the appraisal’s effective date of June 16, 2015, is:
SALES COMPARISON APPROACH
FEE SIMPLE ESTIMATE OF VALUE

ELEVEN MILLION SEVEN HUNDRED FIFTY THOUSAND DOLLARS
$11,750,000
EXPOSURE TIME
Exposure time is the estimated length of time that the property interest being appraised would have
been offered on the market prior to the hypothetical consummation of a sale at market value on the
effective date of the appraisal. It is also a retrospective estimate based upon an analysis of past
events assuming a competitive and open market. The exposure time for the subject is six (6)
months to nine (9) months, which assumes a competitive and open market and reasonable availability of mortgage financing.

New York, NY 10012
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SALES COMPARABLES GRID
DESCRIPTION

ADDRESS

SUBJECT

XXX

SEC/BLOCK/LOT

SALE #1
60 Greenwich
Ave, New York,
NY 10011

SALE #2
50 Spring St,
New York, NY
10012

SALE #3
293 Church St,
New York, NY
10013

SALE #4
630 Hudson St,
New York, NY
10014

LISTING #1
XXX St, New
York, NY 10012

1-606-25

1-481-21

1-193-20

1-626-24

YEAR BUILT

1900

1920

1900

1910

1905

1900

BLDG CLASS

S5

S9

S9

S4

S5

S5

STORIES

5

3

4

5

4

4

ZONING

R7-2

C1-6

C6-2/LI

C6-2A

C1-6

R7-2
2,500

LOT AREA (SF)

2,500

1,610

2,550

1,613

1,720

FAR SURPLUS

200

1,638

10,109

2,610

(243)

2,303

SALES PRICE

-

$7,000,000

$11,000,000

$8,500,000

$6,600,000

$13,500,000

DATE OF SALE

-

12/18/14

11/21/14

02/19/15

03/05/15

04/22/15

NUMBER OF UNITS

6

5

7

5

7

7

BUILDING AREA (SF)

8,400

3,900

5,242

7,100

6,160

6,297

COMMERCIAL AREA

2,346

1,950

2,061

2,100

1,050

1,200

PRICE PER UNIT

-

$1,400,000

$1,571,429

$1,700,000

$942,857

$1,928,571

PRICE PSF

-

$1,794.87

$2,098.44

$1,197.18

$1,071.43

$2,143.88

TIME ADJUSTMENT

-

6.0%

7.0%

4.0%

5.0%

0.0%

TIME ADJUSTED
PRICE PSF

-

$1,902.56

$2,245.33

$1,245.07

$1,125.00

$2,143.88

LOCATION

-

-15.0%

-15.0%

-15.0%

-15.0%

0.0%

DEED RESTRICTION

-

-19.6%

-1.1%

-1.2%

-8.2%

-3.5%

SIZE

-

16.1%

7.2%

3.8%

8.5%

3.9%

FAR SURPLUS

-

-12.3%

-54.0%

-17.0%

4.0%

-9.3%

CONDITION

-

25.0%

15.0%

0.0%

0.0%

0.0%

-

-5.9%

-47.9%

-29.4%

-10.7%

-9.0%

-

$1,790.84

$1,168.70

ADJUSTMENTS:

TOTAL
ADJUSTED PRICE
PSF

$879.12

$1,005.00

$1,951.19

STATISTICS

UNADJUST PSF

ADJUSTED PSF

$1,400.00

MINIMUM

$1,071.43

$879.12

$11,760,000

MAXIMUM

$2,143.88

$1,951.19

SALE #1 psf

$1,790.84

SUBJECT GBA

SALE #2 psf

$1,168.70

VALUE PSF ->

SALE #3 psf

$879.12

VALUE ->

SALE #4 psf

$1,005.00

SAY

$11,750,000

SALE #5 psf

$1,951.19

ADJUSTED MEAN

$1,358.97

SELECTED PSF

$1,400.00

8,400

MEDIAN

$1,794.87

$1,168.70

AVERAGE

$1,661.16

$1,358.97

1. Locations on streets with greater retail pedestrian traffic were considered superior and were given (-) adjustments.
2. The subject's deed restriction limits its rental potential to a specific set of uses. The comparable sales have no deed restrictions that the
appraiser is aware of. With the exception of sale #2-#4 & Listing #1, sale #1 was adjusted for the presence of the subject's deed restriction by
converting the potential rental PSF difference under potential maximum retail rents to a % of the comp sales price. Part of this adjustment was
based upon the same cap rate used in the Income Approach value for the subject. The excluded sales were adjusted at the retail rent difference.
3. Size adjustments were made utilizing a formula that incorporated an adjustment value of $250 psf.
4. Comparable Sales judged to be in inferior condition were given (+) adjustments.
5. Each sale was adjusted for surplus FAR development potential vs the subject. Greater development vs subject = (-) adjustment.
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SALES COMPARABLES

SALE #1: 60 GREENWICH ST - $7,000,000

SALE #2: 50 SPRING ST - $11,000,000

SALE #3: 293 CHURCH ST - $8,500,000

SALE #4: 630 HUDSON ST - $6,600,000

LISTING #1: XXX ST - $13,500,000

New York, NY 10012
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COMPARABLE SALES MAP
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INCOME APPROACH
The value in this approach is based upon an analysis of the present value of the income stream
that the property can reasonably be expected to generate over a given time period. The value is
derived through the direct capitalization process.
The following categories demonstrate the general methodology employed in this approach.
1.
The projection of the potential income from all sources that a competent owner or manager
may legally generate from the realty.
2.
An estimate of vacancy and non-collection losses as well as expenses incurred in the operation of the realty. These deductions, subtracted from the potential gross income, result in a stabilized net operating income.
3.
The development of an overall rate. This includes the weighted effect of a percentage return to the equity and debt position.
The overall rate, when divided into the net operating income, results in a value estimate.

Value = NOI ÷ Ro
Where Value = the overall value of the property, NOI = Net Operating Income
and Ro = the overall capitalization rate
The subject building is currently occupied with market rent tenants whose current rent levels are at
€
the high end of the observed residential rent range for the neighborhood. The commercial space is
currently vacant and would be analyzed utilizing comparable market rents. However, as stated
previously, the commercial space has deed restrictions as to its possible rental uses. This had a
limiting effect on what rent might actually be realized in the leasing of the space. Based on our past
observations and the lease restrictions for the space and its mid-block, residential location, we estimate that a likely use of the space might be for an educational purpose (Day Care Center or Special Ed learning center), a medical or health related office or a generalized office use. We estimate
that a competitive market rent for these categories would be approximately $60 psf. The range for
commercial rents extends for $40-$50 psf to over $200 psf. However, the latter high values tend to
be reserved for uses, such as restaurants that the subject space would not qualify for due to its usage restrictions, and its location in a relatively light pedestrian traffic block. Also, high-end retail
boutiques might command these higher range rents, but they would require much greater pedestrian traffic than is available on the subject block.
The following tables itemize the rent role for the subject building that was supplied to the appraiser.
The expenses in the pro forma table were either the actual expenses as available via public records or were provided by the client, or were based on comparable market estimates from the appraiser’s files.
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RENTAL INCOME
ACTUAL ANNUAL RENT ROLL - 2014-2015
Apt #

BR / BTHS

COMM**

Status*

Lease Ends

VAC

Monthly Rent

Annual Rent

Area

Rent PSF*

Ext Space

$0.00

$0.00

1,972.51

$0.00

147.91

Rent / Room

2/0/1

FM

7/15/15

$4,000.00

$48,000.00

616.77

$77.83

0.00

$2,000.00

3.5 / 1.5 / 1

FM

8/15/15

$7,750.00

$93,000.00

1,370.00

$58.08

462.50

$2,214.29

3/1/1

FM

8/31/15

$7,250.00

$87,000.00

1,129.23

$61.03

592.50

$2,416.67

5/3/1

FM

8/31/15

$5,500.00

$66,000.00

1,137.95

$58.00

0.00

$1,100.00

5/3/1

FM

11/30/15

$5,000.00

$60,000.00

1,137.95

$52.73

0.00

$1,000.00

TOTALS

$29,500.00

$354,000.00

AVG RES ->

$61.53

*INCLUDES EXTERIOR SPACE @ 50%

$1,746.19

OF ACTUAL AREA x PSF RENT
**COMMERCIAL SPACE WAS VACANT AS OF THE APPRAISAL'S EFFECTIVE DATE

The above table details the actual rents as of the effective date of the appraisal.
This 2nd table is a table containing market rent forecast for the entire subject improvement. It is these gross income amounts that comprise the Potential Gross Income (PGI) in the following incomeexpense analysis. Based upon the income analyzed above, the following pro forma income and
expense statement can be offered. The forecasted amount is based upon the anticipated rents to
be received for the entire 12-month period starting from the effective date of the appraisal on June
16, 2015.
FORECAST ANNUAL RENT ROLL
Apt #

BR / BTHS

COMM**

Status*

Lease Ends

VAC

Monthly Rent

Annual Rent

Area

Rent PSF*

Ext Space

$9,862.56

$118,350.72

1,972.51

$57.83

147.91

Rent / Room

2/0/1

FM

7/15/15

$4,000.00

$48,000.00

616.77

$77.83

0.00

$2,000.00

3.5 / 1.5 / 1

FM

8/15/15

$7,750.00

$93,000.00

1,370.00

$58.08

462.50

$2,214.29

3/1/1

FM

8/31/15

$7,250.00

$87,000.00

1,129.23

$61.03

592.50

$2,416.67

5/3/1

FM

8/31/15

$5,500.00

$66,000.00

1,137.95

$58.00

0.00

$1,100.00

5/3/1

FM

11/30/15

$5,000.00

$60,000.00

1,137.95

$52.73

0.00

$1,000.00

TOTALS

$39,362.56

$472,350.72

AVG RES ->

$61.53

*INCLUDES EXTERIOR SPACE @ 50%

$1,746.19

OF ACTUAL AREA x PSF RENT
**THE COMMERCIAL RENT ESTIMATE IS $60 PSF PER ANNUM BASED UPON THE ACTUAL INTERIOR RENTABLE AREA.

PSF/ANNUM COMM RENT EST
$30.00

$59,175.36

$35.00

$69,037.92

$50.00

$98,625.60

$60.00

$118,350.72

$70.00

$138,075.84

$75.00

$147,938.40

$90.00

$177,526.08

$100.00

$197,251.20

$110.00

$216,976.32

The above table depicts various retail market rents and their calculated amounts based upon the
subject’s +/- 1,972 SF of rentable commercial space. $60 psf was estimated for the subject’s restricted use space.

New York, NY 10012

35

PRO FORMA INCOME & EXPENSE STATEMENT
PRO FORMA INCOME/EXPENSES 2014-2015

POTENTIAL GROSS INCOME
LESS 2% VACANCY
EFFECTIVE GROSS INCOME

2014

2015

2014

2015

ACTUAL ANNUAL
AMT

MARKET
FORECAST
ANNUAL

ACTUAL
MONTHLY

MARKET
FORECAST
MONTHLY

$354,000

$472,351

$29,500

$39,363

($7,080)

($9,447)

($590.00)

($787.25)

$346,920

$462,904

$28,910

$38,575

ANNUAL EXPENSE GROWTH ->
EXPENSES

EXPENSES

3.0%

PER UNIT

PSF

ACTUAL

FORECAST

6

8,400

Real Estate Taxes*

($62,147.37)

($66,087.30)

($11,015)

($7.87)

Insurance**

($15,385.00)

($15,846.55)

($2,641)

($1.89)

Fuel**

($18,305.00)

($18,854.15)

($3,142)

($2.24)

Water & Sewer*

($8,248.86)

($8,496.33)

($1,416)

($1.01)

$0.00

$0.00

$0

$0.00

Payroll**

($1,800.00)

($1,854.00)

($309)

($0.22)

Repairs & Maintenance

($45,520.00)

($3,300.00)

($550)

($0.39)

Reserves

($2,016.00)

($2,016.00)

($336)

($0.24)

Management (3% of EGI)

($10,408.00)

($13,888.00)

($2,315)

($1.65)

Professional Fees

($2,000.00)

($2,000.00)

($333)

($0.24)

($500.00)

($515.00)

($86)

($0.06)

Total Expenses

($166,330.00)

($132,857.00)

($27,722)

($19.80)

NET OPERATING INCOME (NOI)

$180,590.00

$330,046.71

Electric (In Fuel)**

Mscl

VALUE SUMMARY - ACTUAL VS FORECASTED AMOUNT ON NET LEASE BASIS

NET OPERATING INCOME (NOI)
CAP RATE
INCOME APPROACH VALUE
ROUNDED

ACTUAL*

FORECAST

FINANCE
MEASURES

ACTUAL

FORECAST

$180,590

$330,047

EXP RATIO

47.9%

28.7%

3.60%

3.60%

GRM

14.1

19.5

$5,016,389

$9,167,964

VALUE/UNIT

$833,333

$1,533,333

$5,000,000

$9,200,000

VALUE PSF

$595.24

$1,095.24

*Based upon actual expenses.
** Based upon expenses provided by owner.
All other expenses have been estimated.
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NOTES ON THE PRO FORMA GRID
The Potential Gross Income (PGI) for 2014 was based upon the amount found in the actual rent
role supplied by the client for the subject building. That base PGI for 2014 was $354,000. The forecasted PGI amount for 2015 includes a market rent estimate (@$60 psf) for the rentable commercial space to arrive at gross income amount of $472,351. A -2% vacancy rate was applied to produce the effective gross income (EGI) of $462,904.
Under Expenses, the items listed in the forecast column were based upon actual expenses, e.g.,
the annual real estate taxes and the water and sewer expense. The client supplied some of the
other expenses. The remaining expenses were either estimated based upon the appraiser’s experience with similar buildings or supplied by the client. Some of the amounts from 2014 that carried
over into the forecast column to 2015 were increased by 3%.
Assuming an equity yield rate of only 4%, and a mortgage interest rate of 4.0% with a payout term
of 30 years on a 70% LTV, the cap rate via the Ellwood Method calculation is 3.60%. A 2015 Income Approach value of $9,167,964, say $9,200,000 results from applying this to the NOI of
$330,047. This represents a Gross Rent Multiplier (GRM) of 19.5 and a value psf of $1,095.24
based upon the above grade improvement plus commercial area of +/- 8,400 SF.
Because of our investigation and by virtue of our experience, we have formed the following Income Approach estimate of market value for a leased fee interest of the subject property located
at XXXX, New York, NY 10012, as of June 16, 2015, the effective date of the appraisal:
INCOME APPROACH
LEASED FEE ESTIMATE OF VALUE

NINE MILLION TWO HUNDRED THOUSAND DOLLARS
$9,200,000
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RECONCILIATION AND FINAL VALUE ESTIMATE
In arriving at our final estimate of value, we have considered all three (3) of the basic approaches
to value: the Sales Comparison, Cost and the Income Approaches.
The Sales Comparison Approach is based upon what comparable properties are selling for in the
marketplace. The fee simple value estimate of $11,750,000 results from comparing the subject
building to other building sales in the area. This is considered one of two (2) most appropriate valuation methodologies for buildings like the subject that are purchased either by investors or ownerusers.
The Cost Approach splits the subject property into its two (2) component parts: the depreciated
replacement value of the improvement and the value of the land on which it is situated. For this
appraisal, the Cost Approach estimate of value is $7,400,000. The replacement cost new, i.e.,
without depreciation, is $2,498,659. We estimated the land value at approximately $600 per FAR
(buildable area).
The Income Approach value of $9,200,000 is the value from the perspective of an investor looking for a return on investment. When the Sales Comparison value exceeds the Income Approach value by a wide margin it may be an indication of certain dynamics that are occurring in the
subject marketplace. Chief among these are a potentially overheated market where buyers are anticipating a total return on their investment, including asset appreciation, which is greater than the
strict financial return from an equity dividend perspective alone. In such an environment buyers are
willing to bid up properties to levels not justified by income projections alone.
Another reason is that over the last several quarters, there has been an influx of “new” buyers looking to diversify their investments from the historically low passive interest levels available from alternative, fixed income investments. Unlike capital-market fixed income investments, real estate
offers returns not always quantified by capitalization methods. For example, unlike paper assets,
commercial real estate can provide management fees to owners as well as depreciation to augment cash flow. Thus, a low equity dividend rate is not the only return on investment for the property owner. In addition, Manhattan real estate has experienced much sharper valuation increases in
the last couple of years because of its world status as a trophy city, i.e., a safe and financially
sound, urban area. This, in turn, has attracted substantial sums of foreign capital from more volatile
and risky venues for investment.
Finally, real estate markets like any market can experience bouts of over and under valuations. We
believe evidence indicates that real estate values in New York City have been appreciating over
the last couple of years and, in some areas, very dramatically so. The aggressive bidding up of
property values is usually evidence of markets that may be overheating. Taken together any or all
of these variables can result in traditional Income Approach valuations being rendered as only
indications of intrinsic financial value and not necessarily the limit on what aggressive buyers are
willing to pay for ownership.
Mindful of these dynamics, it is due to this currently aggressive market that we are reconciling the
value of the subject to the Sales Comparison level in our analysis.
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After consideration of such factors as the location, size, shape, and accessibility of the land; the
type, size, use, design, and quality of the improvements; zoning restrictions, legal restrictions, and
all other factors of which we have knowledge, it is our opinion that the reconciled estimated fee
simple and leased fee value of the subject property located at XXX, New York, NY 10012 as of
June 16, 2015, the appraisal’s effective date, is:
RECONCILED FEE SIMPLE & LEASED FEE ESTIMATE OF VALUE

ELEVEN MILLION SEVEN HUNDRED FIFTY THOUSAND DOLLARS
$11,750,000
EXPOSURE TIME
Exposure time is the estimated length of time the property interest being appraised would have
been offered on the market prior to the hypothetical consummation of a sale at market value on the
effective date of the appraisal. It is also a retrospective estimate based upon an analysis of past
events assuming a competitive and open market and reasonable availability of mortgage financing.
The exposure time for the subject is estimated at six (6) months to 1 year.
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ASSUMPTIONS AND LIMITING CONDITIONS
The certification of the Appraiser appearing in the appraisal report is subject to the following
conditions and to such other specific and limiting conditions as are set forth by the Appraiser in the
report.
1.

No opinion is intended or expressed and no responsibility is assumed for the legal description or for any matters that are legal in nature or require legal expertise or specialized knowledge beyond that of a real estate appraiser. Title to the Property is assumed
good and marketable and the Property is assumed free and clear of all liens unless
otherwise stated. No survey of the Property was undertaken.

2.

The information contained in the Report or upon which the Report is based has been
gathered from sources the Appraiser assumes to be reliable and accurate. The owner
of the Property or the client (if different) may have provided some of such information.
Neither the Appraiser. XXX nor XXX shall be responsible for the accuracy or completeness of such information, including the correctness of estimates, opinions, dimensions,
sketches, exhibits and factual matters. Any authorized user of the Report is obligated to
bring to the attention of XXX. and XXX any inaccuracies or errors that it believes are
contained in the Report.

3.

The opinions are only as of the date stated in the Report. Changes since that date in
external and market factors or in the Property itself can significantly affect the conclusions in the Report.

4.

The Report is to be used in whole and not in part. No part of the Report shall be used in
conjunction with any other analyses. Publication of the Report or any portion thereof
without the prior written consent of XXX and XXX is prohibited.

5.

Except as may be otherwise stated in the letter of engagement (if issued), the Report
may not be used by any person(s) other than the party(ies) to whom it is addressed or
for purposes other than that for which it was prepared. No part of the Report shall be
conveyed to the public through advertising, or used in any sales, promotion, offering or
SEC material without XXX’s and XXX’s prior written consent. Any authorized user(s) of
this Report who provides a copy to, or permits reliance thereon by, any person or entity
not authorized by XXX. and XXX in writing to use or rely thereon, hereby agrees to indemnify and hold XXX and XXX, their affiliates and their respective shareholders, directors, officers and employees, harmless from and against all damages, expenses, claims
and costs, including attorneys' fees, incurred in investigating and defending any claim
arising from or in any way connected to the use of, or reliance upon, the Report by any
such unauthorized person(s) or entity(ies).

6.

Except as may be otherwise stated in any verbal or letter of engagement (if applicable),
the Appraiser shall not be required to give testimony in any court or administrative proceeding relating to the Property or the Appraisal unless previously contracted to do so
under a separate written agreement.
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7.

The Report assumes (a) responsible ownership and competent management of the
Property; (b) there are no hidden or unapparent conditions of the Property, subsoil or
structures that render the Property more or less valuable (no responsibility is assumed
for such conditions or for arranging for engineering studies that may be required to discover them); (c) full compliance with all applicable federal, state and local zoning and
environmental regulations and laws, unless noncompliance is stated, defined and considered in the Report; and (d) all required licenses, certificates of occupancy and other
governmental consents have been or can be obtained and renewed for any use on
which the value opinion contained in the Report is based.

8.

The interior physical condition of the improvement considered in the Report is predicated upon the limited visual inspection by the Appraiser(s) or other persons identified
in the Report as of the appraisal’s inspection date of June 16, 2015. Neither XXX.
nor XXX nor the individual appraiser(s) assumes responsibility for the soundness of
structural components or for the condition of mechanical equipment, plumbing or electrical components.

9.

If applicable, the forecasted potential gross income referred to in the Report may be
based on lease summaries provided by the owner or third parties. The Report assumes
no responsibility for the authenticity or completeness of lease information provided by
others. XXX. and XXX recommend that legal advice be obtained regarding the interpretation of lease provisions and the contractual rights of parties.

10.

Any forecasts (if applicable) of income and expenses are not predictions of the future.
Rather, they are the Appraiser's best opinions of current market thinking on future income and expenses. The Appraiser(s) and XXX. and XXX make no warranty or representation that these forecasts will materialize. The real estate market is constantly fluctuating and changing. It is not the Appraiser's task to predict or in any way warrant the
conditions of a future real estate market; the Appraiser can only reflect what the investment community, as of the date of the Report, envisages for the future in terms of rental
rates, expenses, and supply and demand.

11.

Unless otherwise stated in the Report, the existence of potentially hazardous or toxic
materials that may have been used in the construction or maintenance of the improvements or may be located at or about the Property was not considered in arriving at the
opinion of value. These materials (such as formaldehyde foam insulation, asbestos insulation, oil or petroleum byproducts and other potentially hazardous materials) may
adversely affect the value of the Property. The Appraisers are not qualified to detect
such substances. XXX. and XXX recommends that an environmental expert be employed to determine the impact of these matters on the opinion of value.

12.

Unless otherwise stated in the Report, compliance with the requirements of the Americans with Disabilities Act of 1990 (ADA) has not been considered in arriving at the opinion of value. Failure to comply with the requirements of the ADA may adversely affect
the value of the Property. XXX. and XXX recommends that an expert in this field be
employed to determine the compliance of the Property with the requirements of the
ADA and the impact of these matters on the opinion of value.

13.

If the Report is submitted to a lender or investor with the prior approval of XXX. and
XXX, such party should consider this Report as only one factor, together with its inde-
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pendent investment considerations and underwriting criteria, in its overall investment
decision. Such lender or investor is specifically cautioned to understand all Extraordinary Assumptions and Hypothetical Conditions and the Assumptions and Limiting Conditions incorporated in this Report.
14.

In the event of a claim against XXX. and XXX or their affiliates or their respective officers or employees or the Appraisers in connection with or in any way relating to this Report or this engagement, the maximum damages recoverable shall be the amount of the
monies actually collected by XXX. and XXX or its affiliates for this Report and under no
circumstances shall any claim for consequential damages be made.

15.

If the Report is referred to or included in any offering material or prospectus, the Report
shall be deemed referred to or included for informational purposes only and XXX, and
XXX their employees and the Appraiser have no liability to such recipients. XXX. and
XXX disclaim all liability to any party other than the party that retained XXX. and XXX to
prepare the Report.

16.

Any estimate of insurable value, if included within the agreed upon scope of work and
presented within this report, is based upon figures derived from a national cost estimating service and is developed consistent with industry practices. However, actual local
and regional construction costs may vary significantly from our estimate and individual
insurance policies and underwriters have varied specifications, exclusions, and noninsurable items. As such, we strongly recommend that the Client obtain estimates from
professionals experienced in establishing insurance coverage for replacing any structure. This analysis should not be relied upon to determine insurance coverage. Furthermore, we make no warranties regarding the accuracy of this estimate.

1. The terms and conditions governing the issuance of this appraisal report are superior to
any and all ancillary conditions promulgated by the client or anyone acting in an agency
capacity on the client’s behalf. Should any provision in these conditions be in conflict
with any other such provision, regardless of how introduced, the terms as presented
herein shall take precedence.
17.

By use of this appraisal report each party that uses this report agrees to be bound by
all of the Assumptions and Limiting Conditions stated herein. These terms are conditioned upon severability. Should any portion of these terms be found to be legally unenforceable, the remaining provisions shall remain in force.
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CERTIFICATION OF THE APPRAISER
We certify that, to the best of our knowledge and belief:
§

XXX and XXX were employed to estimate the market value for both the and leased fee and
fee simple interests associated with the subject property located at XXX, New York, NY
10012.

§

The statements of fact contained in this report are true and correct.

§

XXXX inspected the exterior and interior of the subject property on June 16, 2015.

§

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

§

We 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.

§

This appraisal report sets forth all of the limiting conditions (imposed by the terms of our assignment or by the undersigned) affecting the analyses, opinions and conclusions contained in this report.

§

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

§

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

§

Our 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.

§

The report analyses, opinions, and conclusions were developed, and this report has been
prepared, in conformity with the requirements of the Code of Professional Ethics and
Standards of Professional Appraisal Practice of the Columbia Society, which included the
Uniform Standards of Professional Appraisal Practice.

§

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

§

This appraisal complies with FDIC requirements and the Office of Thrift Supervision of the
Department of Treasury's Regulations 12 CFR 34.44.

§

In accordance with USPAP, neither the appraiser nor his assistant have completed any appraisal work or offered any valuation opinions for the subject property within the past three
(3) years.

§

As of the date of this report, we have completed the continuing education program of the
State of New York.
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Because of our investigation and by virtue of our experience, we estimate that the current market
value for the leased fee interest of the property located at New York, NY 10012 as of June 16,
2015, the retrospective effective date of the appraisal, to be:
RECONCILED FEE SIMPLE & LEASED FEE ESTIMATE OF VALUE

ELEVEN MILLION SEVEN HUNDRED FIFTY THOUSAND DOLLARS
$11,750,000
EXPOSURE TIME
Exposure time is the estimated length of time the property interest being appraised would have
been offered on the market prior to the hypothetical consummation of a sale at market value on the
effective date of the appraisal. It is also a retrospective estimate based upon an analysis of past
events assuming a competitive and open market and reasonable availability of mortgage financing.
The exposure time for the subject is estimated at six (6) months to 1 year.

New York, NY 10012

44

ADDENDUM A
APPRAISER’S LICENSES
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REDACTED INFORMATION
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