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1.
The reproduction cost for a ten year old office building with 275,000 square feet of leaseable space is $82 per square foot.  The site is valued at $2,750,000.  Estimate the value of the property if:



a)
physical curable depreciation is $ 2,975,000



b)
physical incurable depreciation is computed using the straight line method for an improvement initially have a 50 year life,



c)
the rent loss due to functional depreciation is $78,300 annually, 



d)
the rent loss due to economic depreciation is $50,000 annually, and



e)
annual revenue losses in c) and d) are discounted at 10% annually.  (20 points)

2.
An office building has 250,000 square feet of leaseable space and a parking lot with spaces for 1,000 cars.  The annual market rent for office space is $28 per square foot and the parking spaces rent for $20 per month.  Vacancy and collection losses are 12% of gross potential income and operating expenses are 35% of gross effective income.  This property's net operating income is expected to increase 3% per year. Estimate the market value of this office building by discounting expected future before debt, before tax cash flows if typical investors hold office properties for three years, discount before debt, before tax cash flows at 12% annually.  Estimate the future selling price by capitalizing NOI at 8%.   (20 points)  


b.
What is the current capitalization rate for this property? (5 points)


c.
What is the estimated market value of this property if the market cap rate is 6%? (5 points)
3.
Estimate the market value of a single family detached residence using the market comparison approach with three comparable properties.  Information on the subject property and on each of the three comparable properties follows: 

                         SUBJECT              COMPARABLE   PROPERTIES 

                         _______          _____________________________________ 



      1
      2
      3 

Sales Price
    ?
$350,000
$440,000
$395,000 

Sales Date
current
3 mos. ago
one year ago
6 mos. ago 

Interior Space
2,800 sq.ft.
2,650 sq.ft.
3,000 sq.ft.
2,700 sq.ft. 

Lot Size
7,500 sq.ft.
6,000 sq.ft.
9,000 sq.ft.
7,000 sq.ft.  

Year Built
1982
1975
1992
1988
# Bathrooms
3
2.5
3.5
3
Pool
No
Yes
No
No 

Location

5% discount
4% premium
similar 

Financing:

market
market
purchase money




mortgage

Single family detached properties of this type have been appreciating at the rate of 6% per year over the last year; interior living space trades for $80 per square foot; each year of age subtracts 0.5% of property value; exterior lot space trades for $4.50 per square foot; and swimming pools trade for $15,000.  Finally, an additional full bathroom adds $15,000 to the market value of the property. The third comparable property sold with the seller providing the buyer a $100,000, ten-year, monthly payment loan at 5% annual interest when the market rate for this type of loan was 8%.  Estimate the market value of the subject property using a 35% weight for the first comp; a 25% weight for the second comp; and a 40% weight for the third comp. (25 points)
4.
Estimate the market value of the following site using the recent sales data provided.  Use equal weights for the comparable properties.  The subject property is a 15.2 acre tract of land located along the east side of St. Augustine Road, approximately 75 feet south of Scyene Road in Dallas, Texas.  The highest and best use of the subject site is multifamily. The subject property is level, has all utilities available, and is zoned MF‑2.  Information on similar properties that recently sold follows:  

Comparable                                      Location   

=========================================================================


1
North side of Bruton Road, 125 feet east of Prairie Creek Road, Dallas.  This location is considered slightly better than the subject property's and probably sold for a 7% premium.  


2
Northeast corner of Scyene Road and St. Augustine Road, Dallas.  This location is very close to the subject property and requires no location adjustment.       

=========================================================================

Comp.     Sales
   Sales
 Size
Topography
Utilities
Zoning 

  #            Price
   Date
(acres)
   

  1
$ 12,975,000
4 mos. ago
 14.8
   level
all except
R-7.5 






    gas

  2
14,750,000
16 mos. ago
 22.5
 sloping
    all 
 PD 

 =========================================================================
Residen​tial lots have been appreciat​ing 0.25% per month over the past two years.  Sloping topography adds $.50 per square foot to the site develop​ment costs while gas installa​tion costs ap​proximately $0.45 per square foot.  The premium for R‑7.5 (residential lots on at least 7,500 square feet of space) zoning over multiple family zoning is $2.50 per square foot.  Assume the discount for PD (planned development sites) is 10%.  There are 43,560 square feet in an acre. (25 points)









