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Ms. Lisa Riddle 
Mohave State Bank 
1771 McCulloch Blvd. 
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RE: Rivercrest Estates a Proposed 125 Unit, Age Restricted Residential Subdivision as well 

as Three Presently improved Residential Lots Located North of Ramar Road, West of 
Goldrush Road, Bullhead City, Mohave County, Arizona 

 AVS File No. 14-0025C 
 

Dear Ms. Riddle: 

At your request and authorization, Asset Valuation Services has prepared an appraisal of the 
fee simple interest in the above referenced property. The analysis is presented in the following 
Appraisal Report.  

Generally, the subject is as 21.04 acres of raw land with a preliminary plat approved for 125 
units plus three improved, residential lots included within the valuation. We have valued the fee 
simple interest in the 21.04 acre site which includes three fully improved residential sites as well 
as 125 vacant, preliminarily platted, or paper lots. We will value the site “as is” as well as the “as 
if complete” prospective value presuming the 125 finished SFR sites of which 64 are included in 
Phase I and 61 in phase two have been completed. The subject can also be identified by 
Mohave County Assessor Parcel Numbers #220-04-138, and 220-62-001 thru 003. At the 
request of Mohave State Bank the following values are defined and identified herein:: 

 
1) The “as is” estimate of market value of 21.04 acres of vacant land, platted and approved 

for development, in two phases of 125 single family homes, plus the value of the three 
fully improved vacant residential lots as though sold for development of detached single 
family residences  

2) The “as if” completed estimate of market value of the 128 platted lots in bulk (including 
the three fully improved) as if sold for development of attached single family residences  

 
The user of this appraisal is Mohave State Bank; the function is to assist the client with asset 
evaluation and potential development loan issuance. Again the purpose is to estimate the 
market value of the property as defined and identified herein purposes. Data, information, and 
calculations leading to the value conclusion are incorporated in the report following this letter. 
The report, in its entirety, including all assumptions and limiting conditions, is an integral part of, 
and inseparable from, this letter. 

Based on the analysis contained in the following report, the market value of the subject is 
concluded as follows: 
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MARKET VALUE CONCLUSION

Appraisal Premise Interest Appraised Date of Value Value Conclusion

As Is - Vacant Land Fee Simple Estate October 6, 2014 $630,000 

As If Completed as Proposed - Bulk Value Fee Simple Estate October 6, 2015 $4,300,000 

Unit 1 Fee Simple Estate October 6, 2014 $35,000

Unit 2 Fee Simple Estate October 6, 2014 $35,000 

Unit 3 Fee Simple Estate October 6, 2014 $35,000 

Compiled by AVS
 

 

Data, information, and calculations leading to the value conclusion are incorporated in the report 
following this letter.  The report, in its entirety, including all assumptions and limiting conditions, 
is an integral part of, and inseparable from, this letter. 

The following appraisal sets forth the most pertinent data gathered, the techniques employed, 
and the reasoning leading to the opinion of value.  The analyses, opinions and conclusions were 
developed based on, and this report has been prepared in conformance with, our interpretation 
of the guidelines and recommendations set forth in the Uniform Standards of Professional 
Appraisal Practice (USPAP), the requirements of the Code of Professional Ethics and 
Standards of Professional Appraisal Practice of the Appraisal Institute.  It also conforms to Title 
XI Regulations and the Financial Institutions Reform, Recovery, and Enforcement Act of 1989 
(FIRREA) updated in 1994 and further updated by the Interagency Appraisal and Evaluation 
Guidelines promulgated in 2010. 

The intended use and user of our report are specifically identified in our report as agreed upon 
in our contract for services and/or reliance language found in the report. No other use or user of 
the report is permitted by any other party for any other purpose. Dissemination of this report by 
any party to non-client, non-intended users does not extend reliance to any other party and AVS 
will not be responsible for unauthorized use of the report, its conclusions or contents used 
partially or in its entirety. 

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

 

Respectfully, 

 
Wade Clark, MAI 
Managing Director, Asset Valuation Services 
(Formally Greenberg Clark Inc.) 
AZCGREA 30214 
T 520-750-8200 
wclark@asset-valuation-services.com 
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CERTIFICATION OF THE APPRAISAL 

1. I certify to the best of our knowledge and belief: 

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

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

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

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

6. 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. 

7. This appraisal assignment was not based upon a requested minimum valuation, a specific 
valuation, or the approval of a loan. 

8. My analyses, opinions, and conclusions were developed, and this report has been prepared, in 
conformity with the Uniform Standards of Professional Appraisal Practice, as well as the 
requirements of the State of Arizona.  

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

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

11. As of the date of this report Wade Clark, MAI has completed the continuing education program of 
the Appraisal Institute. 

12. As of the date of this report, Wade Clark, MAI has completed the Standards and Ethics Education 
Requirement of the Appraisal Institute for Associate Members. 

13. Wade Clark, MAI has made a personal inspection of the property that is the subject of this report. 

14. No one provided significant real property appraisal assistance to the persons signing this report. 

15. Wade Clark, MAI possess the necessary knowledge and experience to perform this appraisal. 
16. Wade Clark, MAI has not provided any services, as an appraiser, regarding the property that is 

the subject of this report within the three-year period immediately preceding acceptance of this 
assignment. 

 
Wade Clark, MAI 
AZCGREA 30214 
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SUBJECT PHOTOGRAPHS 

 

 

AERIAL VIEW 
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VIEW OF THE SUBJECT SITE LOOKING NORTH-NORTHWEST 
 

 

GENERAL VIEW ALONG RAMAR ROAD LOOKING WEST 
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GENERAL VIEW OF THE SUBJECT SITE LOOKING WEST FROM GOLDRUSH ROAD 
 

 

GENERAL VIEW OF THE SUBJECT LOOKING SOUTHEAST FROM NORTH 
BOUNDARY 
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TYPICAL VIEW OF EXITING HOME  
 

 

TYPICAL VIEW OF IMPROVED LOTS LOOKING WEST  
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SUMMARY OF SALIENT FACTS

Property Name

Location

Assessor’s Parcel Number

Highest and Best Use

As Though Vacant

As Improved

Property Rights Appraised

Gross Land Area 21.04 AC

Average Lot Size 4,300 Square Feet

Improvements

Property Type

Number of Lots

Number of Floor Plans

Year Built - Proposed

Condition

Estimated Exposure Time

CONCLUDED MARKET VALUE

Appraisal Premise Interest Appraised Date of Value Value

As Is - 21.04 Acres Entitled Fee Simple Estate October 6, 2014 $630,000 

As Is - 3 Fully Finished Lots - Bulk 
Wholesale

Fee Simple Estate October 6, 2014
$105,000 

($35,000 Each)

As If Developed into 125 SFRD Home Lots Fee Simple Estate October 6, 2015
$4,300,000 

Compiled by AVS

24 Months

Average

2014-2015

Ramar Road and Gold Rush Road, Bullhead 
City, Mojave County, Arizona

Rivercrest Estates a 55+ Age Restricted Single 
Family Residential Subdivision

Fee Simple Estate

Residential Subdivision

Residential Subdivision

Residential Subdivision

220-04-138, 220-62-001, 002 and 003

Four

128, (Three Existing Improved Lots)

 

HYPOTHETICAL CONDITIONS 
USPAP defines a Hypothetical Condition as follows: 
 

“HYPOTHETICAL CONDITION: that which is contrary to what exists but is supposed for 
the purpose of analysis. 
 
Comment:  Hypothetical conditions assume conditions contrary to known facts about 
physical, legal, or economic characteristics of the subject property; or about conditions 
external to the property, such as market conditions or trends; or about the integrity of 
data used in an analysis. 
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Comment:  A hypothetical condition may be used in an assignment only if: 
 
 Use of the hypothetical condition is clearly required for legal purposes, for 

purposes of reasonable analysis, or for purposes of comparison; 
 
 Use of the hypothetical contrition results in a credible analysis; and  
 
 The appraiser complies with the disclosure requirements set forth in USPAP for 

hypothetical conditions.” 
 
In accordance with USPAP Standard 2(b)(x), this appraisal clearly and conspicuously states 
that:    

 None Noted. 

EXTRAORDINARY ASSUMPTIONS 

USPAP defines an Extraordinary Assumption as follows: 

“Extraordinary Assumptions”:  assumptions, directly related to a specific assignment, which, if 
found to be false, could alter the appraiser's opinions or conclusions. A comment to the 
definition explain that extraordinary assumptions presume as fact otherwise uncertain 
information 

Comment: This appraisal is based on the Extraordinary Assumption(s) that: 

1. Construction of any single family residential property could commence upon closing of 
escrow under a hypothetical sale presumed herein. A time line for this was not provided 
we assume that it would take 12 months to complete the 125 lots. 

2. Market conditions as of the prospective date of value of 10/6/15 will be similar to those 
present as of the effective date of the appraisal identified herein. 

3. the preliminary plat provided by the client will be approved as currently depicted and 
identified herein with all associated subdivision reports, homeowners bylaws, CC&R’s 
are approved and inplace.  

4. The as 'as if complete' value presumes the first and second phase, or 125 SFR sites 
and clubhouse with common area amenities is completed as of the future prospective 
date. The current condition is entitled, raw land, but the assumption is based upon the 
proposed Phase I & II improvements being completed as of the prospective effective 
date of October 6, 2015.  

5. Construction cost estimates for the subject, including infrastructure, site 
preparation/grading, and required development fees were provided for 64 lots in phase 
I and are correct and reliable. These estimates have been extrapolated for the phase II 
development costs excluding the clubhouse.  

6. The subject site is 3 fully finished lots capable of vertical construction as of the date of 
the inspection. This includes all utilities, entitlements and permits yet excludes final 
grading. 
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7. Formal title work, in the form of a legal description, title report, covenants, codes & 
restrictions, other additional deed or architectural restrictions (or the ability to change 
these) do not exist in a capacity which would limit use, appeal or value of the subject.  

8. The homeowners association would transfer in total upon sale and a potential 
developer would be allowed to alter or leave in place the by laws, covenants and 
conditions associated there with. 

9. The site sizes for the subject homes are that made available by the client.  

10. The concluded gross retail sales and prospective value upon completion presented in 
this report are based on market conditions as of October 2014, the as is date of value. 
Asset Valuation Services, Inc. cannot be held responsible for unforeseeable events that 
alter market conditions that occur after the date of this appraisal. 

11. We assume that all data for the comparables was correctly disclosed by the stated 
sources cited in the appraisal. 
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INTRODUCTION 

PROPERTY IDENTIFICATION 

The subject is Rivercrest Estates an age restricted residential subdivision consisting of three 

fully finished residential lots and 21.04 acres of vacant entitled land (preliminary approved plat 

for 125 lots) generally located at North of Ramar Road, West of Goldrush Road, Bullhead City, 

Mohave County, Arizona. It is classified as an age restricted community for residents 55 years 

or older. A more thorough description of the subject is presented in the Site Analysis and 

Improvement Analysis sections of this report. 

OWNERSHIP AND PROPERTY HISTORY 

It is our understanding that ownership in the subject is vested in River Crest Estates LLC who 

acquired the property in excess of five years ago. The subject is not presently listed for sale as 

a single economic entity noting the intention is to develop and sell single family homes and 

associated sites to individual purchasers. According to the information provided by the current 

owner approximately $2.5 million has been expended to date. The project had rough grading 

completed approximately 3 years ago. The larger project currently includes nine existing single 

family residential sites, three of which are included as part of this appraisal. The remaining 

21.04 acre parcel is paper platted for 125 residential lots in two phases.  

The three completed homes (lots 7, 8 & 9 not included in this valuation) are similar to what is 

being proposed for the balance of the subdivision. The nine existing sites were rezoned from 

RP to R1L-PUD as part of the zoning change agreement in 2012. 

Prior to that, the project had been planned for a larger number of manufactured home type 

units. When the nine existing sites were rezoned in 2012, a preliminary plat for the larger parcel 

was also approved with the requirement for the final plat to be submitted on August of 2016. 

The CC&R’s for the subdivision have already been recorded as part of the development for the 

existing nine sites. The additional proposed sites will operate under the same CC&R’s and 

HOA. The CC&R’s have been not been reviewed by the appraiser yet are assumed typical of a 

55 and older community and will not present any restrictions that would limit demand for the 

proposed residences. 

RELEVANT DATES 

The following chart illustrates the various dates associated with the valuation of the subject: 
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RELEVANT DATES

Date of Report: December 1, 2014

Date of Inspection: October 6, 2014

Date of Value
As Is: October 6, 2014
As Is - Vacant Land: October 6, 2014
As If Completed as Proposed - Bulk Valu October 6, 2015

Compiled by AVS
 

DEFINITION OF MARKET VALUE 

The purpose of this appraisal is to estimate the market value of the subject. The current 

economic definition agreed upon by agencies that regulate federal financial institutions in the 

U.S. (and used herein) is as follows: 

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. 1 

PREMISE, FUNCTION, PURPOSE AN USE(R) OF THE APPRAISAL 

The purpose of this appraisal report is to formulate and express an opinion of market value(s) 
for the subject property. The function is for issuance of a development loan and the intended 
user is Mojave State Bank. Detailed information provided in the report which follows:  
 
The values, defined and identified herein are: 
 

1. The “as is” estimate of market value of 21.04 acres of vacant land platted and 
approved for development, in two phases of 125 single family homes, plus the 
value of the three fully improved vacant residential lots as though sold for 
development of detached single family residences.  

                                                 
1 Appraisal Standards Board of The Appraisal Foundation, Uniform Standards of Professional Appraisal 
Practice, 2005 edition. This definition is also compatible with the OTS, OCC, RTC, FDIC, FRS and NCUA 
definitions of market value. 
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2. The “as if” completed estimate of market value of the 128 platted lots in bulk 
(including the three fully improved and sold for development of attached single 
family residences  

 

TERMS AND DEFINITIONS 

The Glossary of Terms in the Addenda provides definitions for terms that are, and may be used 

in this appraisal. Provided in the following discussion is a definition for a finished lot and a blue-

top lot, two of the typical conditions in which residential subdivisions are sold (typically on a 

price per lot basis). These definitions are based upon our review of confidential purchase and 

sale agreements of properties appraised in the Arizona market as there is no definition from an 

appropriate governmental authority (Office of Thrift Supervision, FDIC, OCC, etc). 

Finished Lot 

Finished Lot shall mean that all fees have been paid (except any fees for building permits and 

any assessments levied by any assessment districts) and all other work and obligations, 

whether inside or outside the boundaries of the Property, have been constructed, installed or 

completed so that the developer may obtain a building permit for the construction of a single-

family residence upon the payment of the ordinary building permit fee. The definition of Finished 

Lot shall refer to a lot: (i) which is graded,  (ii) with all water, gas, sewer, electricity, telephone, 

and cable television conduit installed and stubbed to the lot lines of each residential lot, (iii) with 

all storm drain, and curb, gutter and paving improvements (excluding driveway approaches and 

aprons to the back of sidewalks) to the streets constructed and installed, (iv) with all monuments 

and retaining walls as shown on the rough grading plans, and perimeter walls installed as 

required by all applicable governmental agencies or by Seller’s plans and specifications, (v) with 

all sidewalks, street lights, street signs, street striping as required by applicable governmental 

agencies or by the applicable plans and specifications, and water meters and boxes installed, 

(vi) with all fees and exactions paid (excluding the fee for the building permit and other 

construction related permits and excluding assessments levied by assessment districts), and 

(vii) with the completion of any park area, open space, other public amenities, and all other 

improvements as required by the conditions of approval to the applicable tentative tract map 

and final map or by any applicable governmental agencies. 

It excludes (a) front and rear yard landscaping and side and rear yard fencing (except as may 

be provided as part of the mass backbone infrastructure), (b) fire department plan check and 

any fire department inspection, (c) meter deposits, and (d) soils testing other than with respect 

to rough grade pad certification of lots, at service lateral locations, and at utilities and streets 

within streets and rights of way.  

It should be stressed that a “finished lot” is a hypothetical condition as individual items, primarily 

government fees, are not actually paid at completion of the lots. However, this definition can be 
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used in the analysis as the “price per finished lot” is one of the primary units used when 

buyers/sellers agree to sale terms for residential subdivision sites.  

Additional definitions follow in the so entitled report section. 

PROPERTY RIGHTS APPRAISED 

The interest appraised represents the fee simple estate. 

DEFINITION OF FEE SIMPLE ESTATE 

The term "fee simple estate," as used in this report, is defined as follows: 

"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."  (Appraisal Institute, The Dictionary of Real Estate Appraisal, 
Fourth Edition, Chicago, Illinois, 2002, p. 113.) 

SCOPE OF WORK 

The scope of the assignment relates to the extent and manner in which research is conducted, 

data is gathered and analysis is applied, all based upon the purpose of the appraisal and its 

intended use, as previously outlined.   

Asset Valuation Services, LLC completed the following steps for this assignment: 

1. physically identified and inspected both the interior and exterior of the subject property, as 
well as its surrounding environs; identified and considered those characteristics that may 
have a legal, economic or physical impact on the subject; 

2. physically inspected the micro and/or macro market environments with respect to physical 
and economic factors relevant to the valuation process; expanded this knowledge through 
interviews with regional and/or local market participants, available published data and other 
various resources; 

3. conducted regional and/or local research with respect to applicable tax data, zoning 
requirements, flood zone status, demographics, income and expense data, and comparable 
listing and sale information; 

4. analyzed the data gathered through the use of appropriate and accepted appraisal 
methodology to arrive at a probable value indication via each applicable approach to value; 

5. correlated and reconciled the results into a reasonable and defensible value conclusion, as 
defined herein; and 

6. estimated a reasonable exposure time and marketing time associated with the value estimate 
presented. 
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To develop the opinion of value, Asset Valuation Services, LLC performed a Self Contained 

Appraisal as defined by the Uniform Standards of Professional Appraisal Practice (USPAP).  In 

this Self Contained Appraisal, Asset Valuation Services, LLC used the Cost Approach and the 

Subdivision Development approaches which were determined the appropriate approaches to 

value.   

This appraisal has been presented in a Self-Contained Appraisal Report, which is intended to 

comply with the reporting requirements set forth under Standards Rule 2-2(a) of the USPAP. 

Specifically, it incorporates, to the fullest extent possible, a practical explanation of the data, 

reasoning, and analysis used to develop the opinion of value.  It also includes thorough 

descriptions of the subject and competitive the market.   

Extent to Which the Property is Identified 

ASSET VALUATION SERVICES collected relevant information about the subject from the client 

(or their representatives), public records, developer, and through an inspection. The property 

was legally identified through assessor’s records; various map exhibits, and the legal 

description.  

Extent to Which the Property is Inspected 

ASSET VALUATION SERVICES inspected the subject and its surrounding environs on the 

effective date of appraisal. 

Type and Extent of the Data Researched 

ASSET VALUATION SERVICES reviewed the micro and/or macro market environments with 

respect to physical and economic factors relevant to the valuation process. This process 

included interviews with regional and/or local market participants, available published data, and 

other various resources.  ASSET VALUATION SERVICES also conducted regional and/or local 

research with respect to applicable tax data, zoning requirements, flood zone status, 

demographics, land sales, residential townhome sales, and active developments. 

Type and Extent of Analysis Applied 

ASSET VALUATION SERVICES analyzed the data gathered through the use of appropriate 

and accepted appraisal methodology to arrive at a probable value indication via each applicable 

approach to value.  All appropriate approaches to value were considered and utilized. The steps 

required to complete each approach are discussed in the Methodology section. ASSET 

VALUATION SERVICES then correlated and reconciled the results into a reasonable and 

credible value conclusion. A reasonable exposure time and marketing time conclusion 

associated with the value estimate has also been completed.  
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MARKETING/EXPOSURE PERIOD 

The marketing period section is divided into reasonable exposure time and reasonable 

marketing time. Exposure time differs from marketing time in that marketing time is the period 

required to sell a real property interest at the market value during the period immediately after 

the effective date of the appraisal. Exposure time is always presumed to precede the effective 

date of the appraisal. A discussion of the analysis completed to estimate the 

exposure/marketing period for the subject is discussed in the following paragraphs.  

Exposure Time 

The estimated exposure time is based upon a survey of merchant home builders, real estate 

brokers, and developers active in the subject marketplace. Overall, the survey results indicate 

there is demand for these sites at market prices. Exposure time for individual sites might be 

significant due to potential variances in the perceived value of a specific site.   

Conditions noted by the respondents as reasons to still actively pursue land acquisitions were: 

1) population forecasts for the Southern Colorado region clearly indicate there will be a 

continued need for new housing over the long term; 2) job growth has been relatively strong, 

which should result in continued new home sales (albeit at a slower pace than prior years); 3) 

mortgage interest rates are not anticipated to increase to a level which would further restrict 

demand; 4) the perception is there is a relatively restrictive supply of sites for new housing in 

the central locations of the region, which should result in limited direct competition. Overall, it is 

our opinion that the subject site could be sold with an exposure time of twelve months or less as 

of each date of value.  

Marketing Time 

The marketing time for the subject is concluded to be twelve months or less as of each date of 

value. This conclusion is based on the marketing time required for the comparable land sales 

and on discussions with knowledgeable brokers active in the subject marketplace. 

SPECIAL APPRAISAL INSTRUCTIONS 

There have been no special appraisal instructions for this assignment. 
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AREA ANALYSIS 

 

Moody’s Economy.com provides the following Lake Havasu, Arizona metro area economic 

summary as of August 2014. This is appropriate given the general economic influences for the 

area.  

LAKE HAVASU, AZ -  ECON OMIC ANALYSIS

Indica tors 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017

Gross Metro Product (C$B) 4.6 4.6 4.2 3.8 3.8 3.8 3.7 3.9 4.0 4.2 4.4 4.5

% Change 8.1 -1.5 -7.3 -10.5 0.2 -1.0 0.0 3.1 4.5 4.3 3.6 2.8

Total Employment (000) 55.4 53.7 51.4 46.8 45.8 45.1 45.0 45.0 45.8 47.2 48.5 49.5

% Change 4.6 -3.0 -4.4 -8.9 -2.1 -1.5 -0.4 0.0 1.9 2.9 2.8 2.0

Unemployment Rate 4.2 4.5 7.4 11.3 11.9 10.9 9.9 9.4 9.1 8.5 7.4 6.6

Personal Income Growth 8.4 6.9 4.6 -5.9 1.7 4.3 2.5 2.5 5.7 6.0 5.7 4.6

Population (000) 196.2 199.8 200.1 199.7 200.4 202.6 203.3 206.8 210.9 214.7 218.5 222.5

Single-Family Permits 2,265.0 1,127.0 455.0 261.0 214.0 194.0 323.0 665.4 1,436.1 2,582.0 2,746.9 2,429.4

Multifamily Permits 427.0 96.0 101.0 6.0 48.0 2.0 22.0 24.2 95.2 127.6 116.7 111.8

Existing-Home Price ($Ths) 192.5 178.0 142.2 109.0 94.2 88.3 96.7 113.5 113.9 113.9 116.2 120.9

Mortgage Originations ($Mil) 2,363.2 1,767.1 892.0 861.8 612.5 501.5 504.1 495.9 362.2 369.2 355.3 441.0

Net Migration (000) 7.6 3.4 0.4 -0.1 1.1 2.7 1.2 3.9 4.6 4.2 4.3 4.4

Personal Bankruptcies 274.0 452.0 751.0 1,331.0 1,452.0 1,242.0 967.0 935.2 890.9 909.7 958.2 1,036.9

Source:  Moody's Economy.com  

RECENT PERFORMANCE 

Lake Havasu/Bullhead City-Kingman's recovery has not picked up notable speed in 2014. 

Tourism had been a key support to the overall recovery, but the industry is facing fresh 
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weakness with slowing job growth. Higher-paid services are holding up only slightly better. The 

unemployment rate has dropped to approximately 7.5%, still one of the highest in the state 

despite a shrinking labor force. The housing market is lackluster as well. 

TOURISM 

Leisure and hospitality will soon be back in the driver's seat as nearby economies maintain a 

steady recovery. Lake Havasu City-Kingman's is a popular weekend getaway for residents of 

Phoenix, Los Angeles and Las Vegas, all of which are expected to thrive on multiple drivers. 

Fundamental improvement in industry profitability will cause hiring to resume. According to the 

Arizona Office of Tourism, the hotel occupancy rate in July was almost 8% higher than a year 

earlier. The increase in demand allowed for a 2% increase in room rates. 

Moreover, the industry's long-term prospects are also improving. Legislation passed by the U.S. 

Senate bodes well for Lake Havasu City-Kingman. If the Border Security, Economic Opportunity 

and Immigration Modernization Act passes through the House of Representatives, Canadian 

retirees with vacation property in the U.S. could be eligible for a Canadian retiree visa, allowing 

them to stay in the country for eight months instead of the six months currently permitted. The 

Canadian Snowbird Association believes more Canadians would opt for residences in areas 

such as Lake Havasu City-Kingman if they could stay for seven months or more. Passage of the 

law would also increase demand for secondary homes in Lake Havasu City-Kingman, 

supporting rising house prices in the coming years. 

HOUSING 

The housing market will lag the broader economy, however. Demand for vacation homes will 

not rise until nationwide consumer confidence lifts firmly above recession levels. Starts and 

permits remain near multi decade lows as the existing inventory discourages builders. Prices 

are appreciating but, given more stringent lending standards, it will be several years before 

property values return to their prerecession highs. Providing limited near-term upside, Mohave 

County is allocating federal grant money for low-income housing and the removal of dilapidated 

homes. 

HIGHER EDUCATION 

The establishment of an Arizona State University satellite campus in Lake Havasu City-

Kingman enhances the metro area's long-term forecast. The introduction of a major university 

boosts the outlook for retail and hospitality, while expansion of campus facilities raises the near-

term projection for construction employment.  

Benefits are a bit slow to accrue: The first class numbered only 60 students, and this fall 120 

students are expected while administrators originally anticipated 130 students. Yet the structural 
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benefits of having a higher-education presence will eventually arrive. Lake Havasu City-

Kingman's educational attainment is below the Arizona average but will improve in the coming 

decade given the low cost of tuition at ASU Lake Havasu. Furthermore, the stabilizing presence 

of the university and a more skilled workforce will draw businesses and help the metro area 

better market its other assets such as climate, recreational opportunities and low costs. 

CONCLUSION 

Recovery will be slow in Lake Havasu City-Kingman, but support from tourism and higher 

education will keep the area out of recession. The Arizona State University campus will draw 

students and investment to Lake Havasu City-Kingman, making it the main driver of future 

expansion. In the near term, Lake Havasu City-Kingman's growth will depend on recovery in 

surrounding areas. Longer term, low educational attainment and the lack of industrial diversity 

will keep employment gains trailing the strong state average. 
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NEIGHBORHOOD ANALYSIS 

 

 
LOCATION 

The subject property is located in Bullhead City.  A discussion of trends in Bullhead City and the 

immediate surroundings of the subject property are presented on the following pages.  

BOUNDARIES 

The neighborhood boundaries are detailed as follows: 

North: Highway 68 
South: Carrier Route 155 (CR 155) 
East: Bullhead City limits 
West: Laughlin City limits 

LAND USE 

Land uses within the subject neighborhood consist of a mixture of commercial and single- and 

multi-family residential development including mobile home and RV parks.  The wide array of 

residential development within the subject neighborhood includes million dollar homes on the 

Colorado River as well as affordable housing primarily along Highway 95.  The majority of the 
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residential development within the subject’s area can be described as medium- and high-density 

single- and multi-family residential development.   

Most of the retail and commercial properties are located along Highway 95.  The character of 

commercial development varies from small single occupant stores and shops to larger shopping 

centers.  The commercial properties located in the central portion of the neighborhood were 

generally constructed in the 1980s and 1990s with newer construction occurring in the northern 

and southern portions of the neighborhood.   

Crossroads Shopping Center was completed in March 2008 on Highway 95 at the southern end 

of Bullhead Parkway.  Target and Kohl's anchor the power center, with other tenants including 

Anchor Blue, Staples, Pet Smart, Marshalls, Ross, Bed Bath & Beyond, Lane Bryant, Famous 

Footwear and Fashion Bug.  The subject is located across the street to the east of this retail 

center. 

Riverview Mall and Bullhead Square are located at the intersection of Highway 95 and Miracle 

Mile Road (adjacent west) and total 295,000 square feet and 220,000 square feet, respectively.  

Office Depot, CVS, JC Penney and Big Lots anchor River Mall while Kmart, Food City and 

Bealle’s Outlet anchor Bullhead Square.  The centers were built between 1990 and 1988.  The 

Super Wal-Mart Center was constructed in 2000 and is located at Highway 95 and Mohave 

Drive.  Overall, the subject neighborhood is considered to be adequately represented with 

commercial development.  

GROWTH PATTERNS 

Within the neighborhood, growth patterns have occurred primarily along commercial 

thoroughfares such as Moser Avenue and Highway 95 as well as the Colorado River.  However, 

the majority of the employment takes place across the river in Laughlin, Nevada due to the large 

number of casinos.  Bullhead city supports the majority of the housing for employees in 

Laughlin.  Furthermore, people within the immediate Tri-State area use Bullhead City as their 

retail source due to the fact that numerous retailers have recently built stores in Bullhead City. 

ACCESS 

Primary access to the subject neighborhood is provided by Arizona State Highway 95, which 

provides access to the communities of Mohave Valley, Needles and Lake Havasu to the south.  

To the north, Highway 95 connects with Highway 163, which provides westerly access across 

the Colorado River to Laughlin and Las Vegas, Nevada, and Highway 68, which provides 

easterly access to Kingman, Arizona. 

Secondary access to the subject neighborhood is provided by Bullhead Parkway which runs 

along the eastern portion of the neighborhood boundary and connects to Highway 95 at both the 

northern and southern boundaries of the neighborhood.   
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Laughlin/Bullhead International Airport is a full-service regional airport with daily flights across the 

country.  The airport is located just east of the Colorado River in the northern section of Bullhead 

City. It is operated by the Mohave County Airport Authority.  The airport has a 7,500 foot lighted 

runway, an FAA tower-controlled instrument approach, corporate aircraft parking, tie downs, 

fuel, rental car agencies and other airport services.  Carriers at the Laughlin/Bullhead 

International Airport include Sun Country Airlines, Allegiant Air and various private charter 

services.  Several Laughlin Casinos have partnerships with airlines to provide direct flights into 

Laughlin/Bullhead City. 

DEMOGRAPHICS 

Selected Neighborhood demographics as estimated by STDBonline in one, three and five mile 

rings from the address of the subject development are depicted in the previous neighborhood 

maap with statistics presented thereafter: 
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CONCLUSION 

The subject property is located in the south-central portion of Bullhead City.  The local area has 

enjoyed steady growth and consistent tourism, due to the city of Laughlin, Nevada being located 

across the river. However, growth has slowed and the area is expected to grow only moderately 

in the near term. In the past few years, visitor volume and hotel occupancy rates have declined.  

Laughlin has faced added competition in recent years from mega-resorts developed in Las 

Vegas and legalized gaming on Indian reservations.  No significant changes are anticipated due 

to the lack of incoming businesses and the slowdown in the gaming industry.  Of particular note, 

annual growth between 2000 and 2010 was relatively slow even though Las Vegas, Nevada 

and Phoenix, Arizona were national leaders in terms of growth during this period.  Overall, rapid 

growth of the Bullhead City area is not anticipated. 



 MARKET ANALYSIS 

25 

MARKET ANALYSIS 

Marketability refers to the posture of the subject property within its marketplace and its ability to 

be leased, sold or marketed relative to its competition and current conditions.  Within this 

section, we have addressed the overall residential market trends influencing the Bullhead City 

market, and our projections for the long-term market acceptance of the subject property. The 

Residential Market Analysis serves as the foundation for the Highest and Best Use Analysis that 

is presented later in this report. The purpose of this section of the report is to review the current 

status of the residential real estate market in order to further analyze those factors which will 

influence the future of the subject property.  Finally, as “new” and “resale” housing are inter-

related, the content herein provides highlights on both for an enhanced perspective on the 

current housing climate. The metrics presented are intended to provide insight on the historical 

trends with respect to inventory, mortgage lending, and permit issuance, employment, median 

price, and home closings. 

The primary data sources utilized for this analysis include the Arizona Residential Multiple 

Listing Service (ARMLS), CBRE Econometric Advisors, Claritas, Cromford Report, 

Economy.com, Freddie Mac, Information Market, Metrostudy, and S&P Case-Shiller Home 

Price Index. It is imporant to understand that there are no specific third party studies related to 

housing conditions within Bullhead City of Mojave County. The following is an empiracle 

overview of the conditions present in this market. 

Sales Activty 

Bullhead City (SFR, MH, Condo, Townhome) 
As of 08/30/2014 

Year Homes  % Dollar Value  % Average  % 
Sold Change  Change Sales Price Change 

Active 
Listings 

Months 
Inventory

2000 867 6.90%   $  72,232,164 3.10%  $ 83,313 -3.60% 972 13.45
2001 906 4.50%   $  79,242,570 9.71%  $ 87,464 4.98% 1032 13.67
2002 1119 23.51%   $ 109,461,231 38.13%   $ 97,821 11.84% 1288 13.81
2003 1343 20.02%   $ 155,455,734 42.02%   $ 115,753 18.33% 1432 12.80
2004 1737 29.34%   $ 240,986,687 55.02%   $ 138,737 19.86% 2071 14.31
2005 1829 5.30%   $ 356,595,906 47.97%   $ 194,968 40.53% 2465 16.17
2006 1393 -23.84%    $ 319,975,314 -10.27%   $ 229,702 17.82% 3227 27.80
2007 766 -45.01%    $ 157,361,904 -50.82%   $ 205,433 -10.57% 1043 16.34

*2008 593 -22.58%    $ 109,544,505 -30.39%   $ 174,021 -15.29% 899 18.19
2009 811 36.76%   $ 115,291,518 5.25%  $ 142,160 -18.31% 699 10.34
2010 935 15.29%   $ 109,422,746 -5.09%   $ 110,028 -22.60% 597 7.66
2011 945 1.07%   $  99,989,232 -8.62%   $ 105,809 -3.83% 436 5.54
2012 889 -5.93%   $  95,026,280 -4.96%   $ 106,891 1.02% 457 6.17
2013 936 5.29%   $ 112,519,691 18.41%   $ 120,213 12.46% 480 6.15

2014 Forecast 870 -7.05%   $ 115,081,918 2.28%  $ 134,639 12.00% 470 6.48
Thru April 2014 290 $  36,885,230 $ 127,190 468  
*2008 Active Listings Based upon inventory as of   2/18/2009 

Source: MLS Market Activity Report    Active Listing Inventory  at the end of each year 
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The indication is since the beginning of 2013 the market has begun to rebound as evidenced by 

the statistic after multiple years of price decreases. This has been bolstered by decreases in 

inventory by 37.50% with much of the standing stock of foreclosures absorbed. This presented 

in the following table: 

 

 

 

 

The indication is that an equilibrium in inventory and demand is emerging from the over supplied 

conditions present 2006-2010. This has started to be evident in the slight yet steady price 

increases as evidenced by the following table: 
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The following table indicates the sales volume for the Lake Havasu real estate market 

(inclusive of Bullhead City) for the past approximately 4.5 years as provided by the area 

Multiple Listing Services. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



 MARKET ANALYSIS 

28 

              

 LAKE HAVASU REAL ESTATE SALES 2009-2014   

   2009    

ZIP CODE 

NUMBER OF 
SALES 

PERCENTAGE 
GAIN PREVIOUS 

YEAR 

AVERAGE SALES 
PRICE 

PERCENTAGE 
GAIN PREVIOUS 

YEAR 

AVERAGE 
DAYS ON 
MARKET 

       

86406 579  $171,000  90 

86404 436  $169,900  98 

86403 376  $125,000  98 

TOTAL AVERAGE 464  $155,300  95 

       

   2010    

ZIP CODE 

NUMBER OF 
SALES 

PERCENTAGE 
GAIN PREVIOUS 

YEAR 

AVERAGE SALES 
PRICE 

PERCENTAGE 
GAIN PREVIOUS 

YEAR 

AVERAGE 
DAYS ON 
MARKET 

       

86406 379 0.65 $160,000 0.94 85 

86404 474 1.09 $159,900 0.94 85 

86403 379 1.01 $124,450 1.00 73 

TOTAL AVERAGE 411  $148,117  81 

       

   2011    

ZIP CODE 

NUMBER OF 
SALES 

PERCENTAGE 
GAIN PREVIOUS 

YEAR 

AVERAGE SALES 
PRICE 

PERCENTAGE 
GAIN PREVIOUS 

YEAR 

AVERAGE 
DAYS ON 
MARKET 

       

86406 635 1.68 $158,500 0.99 86 

86404 455 0.96 $148,000 0.93 84 

86403 329 0.87 $125,000 1.00 73 

TOTAL AVERAGE 473  $143,833  81 

       

   2012    

ZIP CODE 

NUMBER OF 
SALES 

PERCENTAGE 
GAIN PREVIOUS 

YEAR 

AVERAGE SALES 
PRICE 

PERCENTAGE 
GAIN PREVIOUS 

YEAR 

AVERAGE 
DAYS ON 
MARKET 

       

86406 618 0.97 $171,500 1.08 87 

86404 484 1.06 $165,000 1.11 88 

86403 337 1.02 $129,000 1.03 85 

TOTAL AVERAGE 480  $155,167  87 

       

   2013    

ZIP CODE 

NUMBER OF 
SALES 

PERCENTAGE 
GAIN PREVIOUS 

YEAR 

AVERAGE SALES 
PRICE 

PERCENTAGE 
GAIN PREVIOUS 

YEAR 

AVERAGE 
DAYS ON 
MARKET 
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86406 726 1.17 $185,000 1.08 89 

86404 498 1.03 $185,000 1.12 92 

86403 368 1.09 $146,250 1.13 79 

TOTAL AVERAGE 531  $172,083  87 

       

   2014 JANUARY 1ST TO JULY 30TH 

ZIP CODE 

NUMBER OF 
SALES 

PERCENTAGE 
GAIN PREVIOUS 

YEAR 

AVERAGE SALES 
PRICE 

PERCENTAGE 
GAIN PREVIOUS 

YEAR 

AVERAGE 
DAYS ON 
MARKET 

       

86406 377 0.52 $228,000 1.23 100 

86404 247 0.50 $200,000 1.08 100 

86403 214 0.58 $159,950 1.09 95 

TOTAL AVERAGE 279  $195,983  98 

            

During this period sales have risen by approximately 16.85% with the average sale price 

increasing by approximately 26.20%. Essentially these points to an ongoing housing market 

recovery evidenced by increasing sales volume as well as price.  

CONCLUSION 

The consensus of opinion based upon the preceding empirical overview is that the Lake 

Havasu/Bullhead City area real estate market experienced generally decreasing development 

and activity throughout 2010, 2011 and into 2012 with few developments having been 

completed, and several in-process projects slowed due to economic concerns.  Based on the 

Wells Fargo’s Weekly Economic & Financial Commentary, better-than-expected U.S. economic 

data in late 2013 spread hopes that the domestic economy might defy gravity and expand 

quickly, even as the rest of the world seems to be coming to terms with an environment of 

slowed growth. The projection for the 2014 economic outlook this year focuses on three 

structural challenges facing the domestic economy.  In the year ahead and how the previous 

framework for economic growth in the United States has changed in the aftermath of the Great 

Recession. 

 

 First, the recession exposed the credit dependency of U.S. households, which, after a 

rapid decline in wealth, have realized the need to adjust current consumption more in 

line with current income. 

  Second, housing cannot be counted upon to drive economic growth the same way it 

has in previous cycles; demand has fallen because there is a downside risk to wealth 

from housing, and lending risk has been relearned.  
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 Third, the slower pace of economic growth seen in this recovery will limit state and local 

government revenues and make it difficult to cover the spending promises of prior 

generations.   

With these structural challenges to the economy, it is believed that it will be another year of 

slightly below-average growth, but that the U.S. and global economic expansions will 

remain intact for the final quarter of 2013. Based on Wells Fargo Economist expectations, 

the U.S. economy should continue to grow 3.0 percent over the year, with modest 

contributions from many segments of the economy.  

 

The housing market should continue improve slightly on the year and the outlook remains 

cautious for homebuilders given the lingering effects of the abating recession. Inflation 

should moderate in the second half of the year, but consumer spending will likely remain 

constrained by a lack of real income growth and sluggish job gains. It is our expectation that 

housing will continue to improve slightly throughout the remaining portions of 2013 with 

foreclosures and short sales no longer strongly influencing prices, sales and new 

construction activity providing stronger economic conditions and demand in 2015. 
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ESTIMATED SELL OUT PERIOD – ABSORPTION ESTIMATE 

We analyzed comparable developments to establish demand and sales rates in recently 

constructed, residential projects in Arizona and Bullhead City. We have searched for sales form 

competitive communities (age restricted communities in particular) within the larger market area 

including those in larger market areas to reflect demand for the age restricted nature of the 

subject. A summary of sales activity for each of the most similar neighborhoods follows. This 

section concludes with an estimated sales rate or absorption estimate for the subject. A 

summary chart of the competitive subdivisions is presented below:  

COMPETITIVE SUBDIVISIONS
 

Approximate 
Start Total

Dev. Total # of Sales
No. Name/Location Homes Months per Mo.

1 Sanctuary At Fox Creek - 55+ 199 2005 30

2373 Stardust Drive 24 Months 1.25
Bullhead City, AZ

Description $100,000 - $300,000 DSFR
1,280 to 3,320 SF

2 Sunridge Estate - + 55 N/A Jun-05 26
Bullhead City, AZ 24 Months 1.08

Description $100,000 - $300,000 DSFR
1,100 to 2,500 SF

3 Laughlin Ranch N/A Jun-05 35
1360 William Hardy Drive   24 Months 1.45

Bullhead City, AZ
Description $300,000 - $500,000 DSFR

2,000 to 4,500 SF

4 El Cielo at Los Lagos 386 N/A 8
6365 S Entrada Via Verdes 24 Months 0.5

Bullhead City, AZ
Description Custom & Semi-Custom Homes and Sites

$100,000 - $500,000
Various

5 Desert Lakes Golf Course and Estates 300 N/A 17

5835 Desert Lakes Drive 24 Months 1.42
Bullhead City, AZ

Description $100,000-$300,000 - Golf Villas
1,500 to 2,000 SF

 
Average  1.05

 



 MARKET ANALYSIS 

32 

Comments and Analysis 
 

Fox Creek Sanctuary provides 12 floor plans to choose from ranging in square feet from 1,300 

to over 3,000 square feet. The development is a similar 55 and older community in the 

immediate market area with stable sales and new building permit activity. The subject has 

smaller lot sizes, but the overall quality of the homes and design and appeal is relatively similar 

to this community with slightly superior amenities. The indicated absorption rate is 1.25 units per 

month for the past 24 months. 

Sunridge Estates provides 6 floor plans to choose from ranging in square feet from 1,100 to 

over 2,500 square feet. The development is a similar 55 and older community in the immediate 

market area with stable sales and new building permit activity. There is also an active resale 

market. The subject has smaller lot sizes, but the overall quality of the homes and design and 

appeal is relatively similar to this community with similar amenities. The indicated absorption 

rate is 1.08 units per month for the past 24 months. 

Laughlin Ranch, provides multiple and production, semi-custom and custom home floor plans 

as well as home sites to choose from ranging in square feet from 2,000 to over 4,500 square 

feet. The development is a similar 55 and older community in the immediate market area with 

substantial, historical sales and new building permit activity. The 10,000 acre Laughlin Ranch 

community provides golf course, award-winning clubhouse and spa facilities in the state. The 

subject has smaller lot sizes, lower quality homes and design and appeal is superior to this 

community with significantly superior amenities. The indicated absorption rate is 0.05 units per 

month for the past 24 months. 

Desert Lakes Golf Course and Estates, provides golf villas with multiple floor plans ranging in 

square feet from 1,500 to over 2,000 square feet. The development is a similar 55 and older 

community in the immediate market area with substantial sales and new building permit activity. 

Additionally, this is within a master planned golf community. The subject has similar lot sizes, 

lower quality homes and design and appeal is superior to this community with superior 

amenities. The indicated absorption rate is 1.42 units per month for the past 24 months. 

Conclusion Absorption Estimate for the Subject 

The preceding comparable developments are those that are or have been active in the subject 

market place for the last approximately 8 years. The sale rates for these developments range 

from a low of 0.5 units per month to a high of 1.45 units and an associated price range of 

$100,000 to $500,000. The strongest sales are priced in the $235,000 to $265,000 price range. 

The average for the Lake Havasu area during the first 6 months of 2014 is $195,983 with an 

approximately 26% increase in price coupled with an increase in sales volume of 17%. This is 

for all communities and reflects distressed/foreclosure assets which are perceived to have been 
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priced aggressively. In any event, double digit increases in price along with increase in the 

actual number of sales points to improving market conditions.  

 The current proposed pricing for the subject is: 

SUBJECT HOME  PRICING 
Projected

Base Home Direct
Type and Size Price Cost/SF

1,104 Square Foot Model $179,000 $162.00
1,329 Square Foot Model $198,000 $149.00
1,400 Square Foot Model $205,000 $146.00
1,518 Square Foot Model $215,000 $142.00

Average $199,250 $151.00

Source: AVS  

The more moderate priced developments have reported to have experienced the greatest level 

of absorption with the more expensive far slower. The subject pricing falls well within the range 

of the MLS statistics as well as that presented by the comparable developments.  This is the 

result of the depth of demand in this price range. The market is beginning to correct to some 

degree and the price-point proposed for the subject is at the midpoint of the range. Given the 

nature of market conditions an estimate of 1.5 per month, 4.5 per quarter appears supportable. 

This presumes an average price of $151.00 per square foot. Additional support for demand 

comes from the individual analysis of the existing units. 



 SITE ANALYSIS 

34 

SITE ANALYSIS 

The following chart provides a summary of the salient characteristics of the subject site. 

 

SITE SUMMARY

Physical Description
Site Area 21.040 Acres 916,502 Sq. Ft.
Three Improved Existing Lots (Lots 1,2,3) 22,588 Feet Incl. Common Area

Average Lot Size 4,300 SF (est,)

Dwelling Units/Acre (Density) 5.94  (21.04 acre area)

Zoning District

Flood Map Panel No. 04015C4763G

Flood Zone AE-AO1

Source:  Various sources compiled by AVS Inc.

Planned Development

 

A description of the site is detailed in the discussion presented on the following pages.  
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LOCATION 

The subject is located along the west side of Goldrush Road, just north and west of the 

intersection with Ramar Road, mostly north of the large wash that parallels Ramar Road, 

Bullhead City, Mojave County, Arizona 

ASSESSORS PARCEL NUMBERS  

The Mohave County Assessor Parcel Numbers are #220-04-138, and 220-62-001 thru 003.  

SHAPE  

The site is an irregular shape with a defined wash essentially bisecting the parcel. The wash 

area further dictates the design of the subdivision. The irregular shape does not create a 

significant amount of unusable areas beyond the areas already limited from the wash. 

TOPOGRAPHY AND DRAINAGE 

The subject has been rough graded in areas proposed for development. Final grading will be 

required, but the site is mostly level as this time with the exception of the wash areas which 

create a steep slope towards Ramar Road. 

SOILS 

A soils report was not provided during the course of this assignment. Asset Valuation Services, 

Inc. assumes the site is free of toxic substances and of adequate load bearing capacity to 

support the highest and best use of the subject site. We reserve the right to amend our value 

conclusion if the site is impacted by soils contamination. 

ACCESS AND EXPOSURE 

The subject has frontage along Ramar Road, and Goldrush Road. The city recently completed a 

large realignment project for Goldrush that included wash and flood mitigation for Montana 

Wash (runs through the subject property). There is 440 feet of frontage along Goldrush Road. 

Given the completion of the recent city project, this is a newly paved, three lane primary arterial 

that will be used to access the subdivision. There is a 40’ roadway easement north of the exiting 

RV park that connects to the subject for additional secondary access. There are curbs and 

concrete gutters, complete with sidewalks along Goldrush. The three sites that are part of the 

nine existing sites have Ramar Road frontage. Ramar Road is also a city maintained roadway 

with two lanes. Access is considered good. 

EASEMENTS AND ENCROACHMENTS 

Our inspection of the subject did not reveal any apparent easements or encroachments that 

negatively impact the value of the subject. There is a 40' access easement that is not part of the 



 SITE ANALYSIS 

36 

size that abuts the subject parcel on the northeast property corner. This access will serve as a 

secondary access for the subdivision. There  

are typical rights of way and utility easements along the roads, but no other adverse easements 

or encroachments that would have an adverse impact on market area. The owner did consent to 

a $110,000 +/- participation agreement with the city. This is to be paid upon commencement of 

residential sales. For the purposes of our analysis, we have assumed that the subject is free of 

any easements or encroachments that would adversely impact the use, marketability, or value 

of the subject site.  

COVENANTS, CONDITIONS AND RESTRICTIONS (CC&R’S) 

The development of the subject will result in the formation of a homeowner’s association that 

will have CC&R’s. This document was provided for review. It is an assumption of this report that 

the CC&R’s will not negatively impact the marketability of the finished site or the proposed 

homes. If concerns persist over this a legal opinion is suggested. Additionally, the subject is 

restricted to occupancy by those 55 years and greater. 

UTILITIES AND SERVICES 

We have assumed that all necessary public utilities and services will be installed to the 

individual lots/homes as part of the development process. The serving agencies are: 

 Electricity: Mohave Electric Cooperative, Inc  

 Sewer: City of Bullhead 

 Water: EPCOR Water Natural, A water allocation will need to be achieved 
through the cities water allocation with EPCOR according to the final plat 
conditions 

  Gas: None 

 Underground Utilities: Installed for the improved residential sites. Underground 
utilities within the neighborhood, overhead electric outside of the neighborhood. 

FLOOD ZONE 

FEMA Map Number: 04015C4763G 

Date:  November 18, 2009 
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The areas within the wash are considered a special flood area, but none of the proposed 

residential sites within the new 125 subdivision are within these areas based upon a 

previous interview with a project engineer. The public report for the existing nine sites 

shows a portion of lot 2 and lot 3 are within the AE or AO1 100 year flood hazard areas 

and may require insurance for improvements. The city recently completed flood 

mitigation improvements as part of the Goldrush Road realignment proposed 

improvements may be subject to any additional flood insurance only be confirmed 

through a future flood certification. 
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ENVIRONMENTAL ISSUES 

Asset Valuation Services, Inc. was not provided with a current environmental assessment.  The 

value estimates rendered in this report are predicated on the assumption that there is no 

hazardous material on or in the property that would cause a loss in value. No evidence of 

hazardous waste or toxic materials was visible. Asset Valuation Services, Inc. has no 

knowledge of the existence of these substances on, or in, the subject. However, Asset Valuation 

Services, Inc. is not qualified to detect hazardous waste or toxic materials. 

ADJACENT PROPERTIES 

The adjacent land uses are as follows: 

North: Moderate intensity industrial development 
South: Residential development 
East: Residential development and vacant land  
West: Residential development 

 
None of the identified uses are deemed noxious not disharmonious to residential development. 
 

SUBDIVISION AMENITIES – SITE “AS IF” COMPLETED AS PROPOSED 

The proposed subdivision for the larger 21.04 acre parcel will include 125 sites in two initial 

phase, a 3600 square foot clubhouse that includes a pool/spa, kook decking and good 

professional landscaping, sidewalks, rolled apron curbing, 50’ wide asphalt paved roadways and 

a full complement of utilities (excluding natural gas) similar to the competing developments. The 

community is designed as a 55 and older age restricted community. The extraordinary 

assumption employed presumes this clubhouse will be completed as part of the Phase I&2 

developments. These are commensurate with competing properties in the area. 

NUISANCES 

There are no known nuisances that would impact the appeal or use of any of the proposed 

homes. 
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ZONING DESCRIPTION 
 

LAND USE Restrictions 

Zoning Code R1L & R2MF 

Zoning Description SFR & Mutiple Family Developments 

Zoning Density/FAR 0.013297522 

Actual Density of Use 0 

Current Use Legally Conforming Current Use Legally Conforming 

Zoning Change Likely R1L-PD (planned development) 

Zoning Change Description R1L-Residential Single Family 

Set Back Distance 5 feet rear and 8 feet front  

Side Yard Distance 3 feet 

Zoning Comments The subject property submitted a preliminary plat 
in 2012 and will likely be able to achieve a final 
plat within 3 to 5 months presuming conditions 
outlined in the agreement are met. Planning and 
zoning officials could not find documents 
confirming the zoning change request for the 
larger 21.04 acre parcel, but the nine existing 
sites (three of which are included in this appraisal) 
have already been rezoned from RP to R1L with 
CC&R's and a public report already recorded. 

Agreements between the city and the developer 
require preliminary approval conditions must be 
met before August of 2016. Please refer to the 
addendum for further

CONCLUSION 

The subject is an age restricted proposed 125 unit subdivision development with an additional 

three fully improved sites. The 21.04 acre site is rough graded and upon development will 

include water sewer, electric as well as streets and sidewalks. Based on our inspection of the 

site and the on-going development of similar sites in the competitive market, it is determined 

that the subject site is suitable for the proposed development. Overall, the subject has a good 

infill location in a community that should be characterized by adequate demand for new housing 

presently with prospects for increased demand good. 
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IMPROVEMENT ANALYSIS 

The subject site is to be developed with four models of single family homes, with two variations 

in elevations and multiple upgrade options. There have been three lots developed to date and 

three have sold .This section provides a summary description of the three existing homes as 

contained within the Freddie Mac form 1004 UAD September 2011 as provided by the client. 

We assume the smallest model will have a similar array of features and finished yet have not 

been provided with information to indicate otherwise. There is additional commentary in the 

subsequent paragraphs that follow. The existing subdivision infrastructure has been discussed 

in the preceding site section. 

Willow Model - 1,104 Square Feet 
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Palms Model -1,322 Square Feet 
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Casa Blanca Model - 1,400 Square Feet 
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Crest Model -1,518 Square Feet 
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FUNCTIONAL UTILITY 

Based upon our review of the floor plans, the homes appear to have a functional design.  

CONSTRUCTION CLASS 

The class of construction is the basic subdivision in Marshall Valuation Service, dividing all 

buildings into five basic groups by type of framing (supporting columns and beams), walls, 

floors, roof structure, and fireproofing. The subject is construction Class D. Construction is rated 

average quality. 

CONSTRUCTION DETAILS 

The following discussion provides a summary of the minimum expected interior and exterior 

characteristics of the proposed homes based upon inspection of the existing units. This 

summary is based on standard amenities at the subject and competitive projects in the market. 

The following construction summary is integral to our valuation. 

Architectural Design: One-story traditional homes. 

Foundation: First level foundations are poured in place perimeter footings 
and concrete slab over sand and visqueen layers.  

Exterior Walls: Wood frame walls with a stucco finish or concrete siding. 
Architectural details include stone veneer, decorative columns 
and attic vents. Glazing includes dual pane patio type sliding 
glass doors, and dual pane fixed, or sliding glass windows 
with white aluminum frames. All exterior walls and garage 
walls between living areas have R-13 insulation. The roof has 
R-38 insulation. 

Roof Covering: Roof material is concrete tile over felt and plywood decking, 
and pre-fabricated wood truss construction. 

HVAC: Each unit has gas forced air heating and central air 
conditioning with automatic set-back thermostat.  

Interior Finish:  

Floors: Average quality carpet is standard in all rooms except entries, 
kitchens, nooks, secondary baths, and laundry rooms. 
Entries, kitchens, nooks, secondary bathrooms and laundry 
areas have ceramic tile flooring. 

Walls: Painted and textured drywall with standard corner treatment. 
Interior doors are slab hollow core. Baseboards and doorway 
casings are stream-line. Raised panel front doors are 
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fiberglass with solid core.   

Ceilings: Ceilings are textured and painted drywall. All plans have __-
foot top plates and sloped ceilings in living rooms and master 
bedrooms. 

Kitchen: Kitchens are equipped with average quality appliances: built-
in dishwasher, set-in gas range/oven, fan hood, dishwasher, 
and disposal. Sinks are porcelain over pressed steel with two 
trays. Countertops are laminate and cabinetry is recessed 
panel oak with adjustable shelves and finished interiors. 

Master Bedrooms: Master baths include cultured marble countertops with 
integral sinks and average quality fixtures, set on oak 
cabinets. The baths include a water closet, oval fiberglass 
tub/shower combination.  

Secondary Baths: Secondary baths have a fiberglass tub and shower 
combination with curtain bar. Cultured marble countertops 
with one integral sink are set on paint grade cabinets. The 
fixtures are commensurate with the overall quality. 

Exterior Features: Concrete driveway apron; two-car garages with roll-up doors;, 
and underground utilities.  

Lighting: Ceiling fixtures in dining room and entry hall, wall or ceiling 
fixtures in the bathrooms, and fluorescent lighting in the 
kitchen. 

Fire Safety: Hard-wired smoke detectors  

Fireplace: No but optional in future completed units. 

Landscaping: Front yard landscaping and rear yard fencing are included.  

Parking: Two-car garage. 

 

HOMEOWNER ASSOCIATION DUES 

The homeowner association dues for the subject are projected at $75 per home per month 

based upon discussions with the owner, area property management firms as well as the 

analysis of competitive developments identified herein. Additionally, the status of the HOA is not 

known as the existing units are not participating and it is assumed to be still be in control of the 

developer.  
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DEVELOPER STANDARDS 
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CONCLUSION 

The proposed and existing design and quality of the homes is assumed to be competitive with, 

and comparable to, other similar priced new developments in the market. Overall, the subject is 

a well-designed project that should experience adequate demand for new homes. 
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TAX AND ASSESSMENT DATA 

Currently, the property is being taxed as vacant land. Total taxes for 2011 are estimated below.  

As will be discussed in the following section, taxes are expected to increase significantly as the 

property is developed.   

PROJECTED TAXES 

Development of the subject will cause property taxes to change once final plats are recorded.  

Each of the individual units will receive its own parcel number and assessment.  The developer 

will be responsible for the property taxes on the declining balance of unsold lots during the 

sellout period. Generally, vacant land and lots have an assessment ratio of 16% of the 

multiplied by the limited cash value. In this instance we have similar improved lots (included in 

this analysis) which have been valued buy the assessor and taxes established.  Based upon 

this we will estimate the vacant lot taxes at $25.00 per lot annually as shown below. 

Subject Larger Parcel 
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Improved Lot 1 
 

 
 
Improved Lot 2 
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HIGHEST AND BEST USE 

In appraisal practice, the concept of highest and best use represents the premise upon which 

value is based. The four criteria that the highest and best use must meet are: 

 legal permissibility; 
 physical possibility; 
 financial feasibility; and 
 maximum profitability. 

Highest and best use is applied specifically to the use of a site as vacant. It is recognized that in 

cases where a site has existing improvements, the concluded highest and best use as if vacant 

may be different from the highest and best use given existing improvements (as improved). The 

existing use will continue, however, until the land value, in its highest and best use, exceeds 

that total value of the property under its existing use plus the cost of removing or altering the 

existing structure. Highest and best use analysis involves assessing the subject both as if 

vacant and as proposed. 

AS IF VACANT 

Legal Permissibility 

The subject site is zoned for single-family residential, per discussions with the Bullhead 

City/Mojave County planning department. The most reasonably probable legal use of the site is 

for residential uses including the proposed homes with an allocated unit total of 125 

(undeveloped and paper platted) of which there are three additional fully improved sites.  

Physical Possibility 

The subject site is adequately served by utilities, has adequate shape and size, sufficient 

access, etc., to be a developable site. The underlying soil is assumed to be of no significant 

constraint to development. As such, from a physical perspective there are no major elements to 

development. 

Financial Feasibility 

The subject is a  125-lot residential subdivision in Bullhead City Colorado. The area, although a 

small, tertiary market has an established reputation as a stable housing market recently 

showing signs of some recovery. Based on home sale activity in the market, there is demand for 

new housing in the subject neighborhood, particularly given the projected age restriction. Any 

attempt to redevelop the site with an alternative use would not be feasible due to the time, 

difficulty and uncertainty in obtaining alternative development approvals as well as the current 

planning, entitlements and engineering which does contribute to the value of the site. 
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Maximum Profitability 

The final test of highest and best use of the site, as though vacant, is that the use be maximally 

productive, yielding the highest land value. In the case of the subject site as though vacant, the 

analysis thus far has indicated a residential subdivision is the maximally productive use of the 

site.   

Conclusion:  Highest and Best Use As Though Vacant 

Considering the above analysis, our conclusion of the highest and best use for the subject site 

as if vacant is for investment pending residential development at the indicated density, time and 

circumstances warranting. This is also true if one considers the improved single family home 

sites that are also considered herein.  

AS IMPROVED 

Legal Permissibility 

The subject site is zoned Planned Development, single-family residential, per discussions with 

the planning department. The most reasonably probable legal use of the site is for residential 

uses including the proposed single family homes with an allocated unit total of 125 which are 

platted and remain undeveloped.  

Physical Possibility 

The subject site provides all requisite utilities, has adequate shape and size, sufficient access, 

etc, to be continued to be developed. The underlying soil is assumed to be adequate for 

continued development. As such, from a physical perspective there are no major constraints on 

development apart from sizes of the subject parcels. The utility of the existing units is also 

considered adequate for continued residential development. 

Financial Feasibility 

The subject is a proposed/assumed to be completed “as If”  125-lot residential subdivision in 

Bullhead City Arizona, Colorado. The area has an established reputation as a stable housing 

market recently showing signs of recovery. Based on home sale activity in the market, there is 

demand for new housing in the subject neighborhood. Any attempt to redevelop the site with an 

alternative use would not be feasible due to the time, difficulty and uncertainty in obtaining 

alternative development approvals. The existing units are also considered to be financially 

feasible for continued residential development. 

Maximum Profitability 

The final test of highest and best use of the site, as though improved, is that the use be 

maximally productive, yielding the highest land value. In the case of the subject site as though 



 HIGHEST AND BEST USE 

52 

improved, the analysis thus far has indicated a residential subdivision is the maximally 

productive use of the site. This is also true of the residential townhomes. 

Conclusion:  Highest and Best Use As If Improved 

The subject site was intended for the development of a 125-lots subdivision with homes ranging 

in size from approximately 1,300 to 1,500 square feet. The development is also age restricted. 

The development of the site in this capacity is deemed to be the highest and best use as 

improved as the market will support a level of absorption adequate to satisfy and investor yield 

requirement. This is particularly true if the product pricing similar to that identified herein related 

to the existing single family home units. This would be deemed more moderate priced housing 

for the area and also age restricted. 

Additionally, the existing improved lots are also viewed to be best used for continued residential 

occupancy. Any proposed homes are assumed to be of generally similar design and quality to 

other new homes found throughout the competitive market. The proposed homes would 

represent the highest and best use of the subject 125 sites.  



 APPRAISAL METHODOLOGY 

53 

APPRAISAL METHODOLOGY 

The purpose of this assignment is to estimate the market value of the fee simple interest in 

Rivercrest, a 128 lot (three improved lots also included) residential subdivision in Bullhead City, 

Arizona. Based on information contained in the Fourteenth Edition of The Appraisal of Real 

Estate, published in 2013, depending on a specific appraisal assignment, any of the following 

four methods may be used to estimate the market value of the fee simple interest of land: 

 
1. Sales Comparison Approach 3. Allocation 
2. Income Capitalization Procedures 4. Extraction 

 

The following summaries of each method are paraphrased from the text. 

The first is the sales comparison approach. This is a process of analyzing sales of similar, 

recently sold parcels in order to derive an indication of the most probable sales price (or value) 

of the property being appraised. The reliability of this approach is dependent upon (a) the 

availability of comparable sales data, (b) the verification of the sales data regarding size, price, 

terms of sale, etc., (c) the degree of comparability or extent of adjustment necessary for 

differences between the subject and the comparables, and (d) the absence of non-typical 

conditions affecting the sales price. This is the primary and most reliable method used to value 

land (if adequate data exists). 

We searched for bulk sales of entire single family home projects in the Bullhead City Area and 

discovered one sale and one offered for sale within the past 3 years. Sales in excess of 

approximately three are deemed to have sold in a far more depressed market with most being 

sold after failure, foreclosure and resale. The Sales Comparison Approach involving bulk sales 

was not used yet, sales which are partially developed developments have been included in the 

sales comparison approach as related to the estimated land value contained in the replacement 

cost estimate.  We did, however, estimate the hypothetical value assuming that the property 

was sold in bulk to a single purchaser using the Subdivision Development Method. 

The income capitalization procedures include three methods: land residual technique, ground 

rent capitalization, and Subdivision Development Analysis. A discussion of each of these three 

techniques is presented in the following paragraphs.  

The land residual method may be used to estimate land value when sales data on similar 

parcels of vacant land are lacking. This technique is based on the principle of balance and the 

related concept of contribution, which are concerned with equilibrium among the agents of 

production--i.e. labor, capital, coordination, and land. The land residual technique can be used 

to estimate land value when: 1) building value is known or can be accurately estimated, 2) 

stabilized, annual net operating income to the property is known or estimable, and 3) both 
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building and land capitalization rates can be extracted from the market. Building value can be 

estimated for new or proposed buildings that represent the highest and best use of the property 

and have not yet incurred physical deterioration or functional obsolescence. 

The subdivision development method is used to value land when subdivision and development 

represent the highest and best use of the appraised parcel. In this method, an appraiser 

determines the number and size of lots that can be created from the appraised land physically, 

legally, and economically. The value of the underlying land is then estimated through a 

discounted cash flow analysis with revenues based on the achievable sale price of the finished 

product and expenses based on all costs required to complete and sell the finished product.  

The ground rent capitalization procedure is predicated upon the assumption that ground rents 

can be capitalized at an appropriate rate to indicate the market value of a site. Ground rent is 

paid for the right to use and occupy the land according to the terms of the ground lease; it 

corresponds to the value of the landowner's interest in the land. Market-derived capitalization 

rates are used to convert ground rent into market value. This procedure is useful when an 

analysis of comparable sales of leased land indicates a range of rents and reasonable support 

for capitalization rates can be obtained. 

The allocation method is typically used when sales are so rare that the value cannot be 

estimated by direct comparison. This method is based on the principle of balance and the 

related concept of contribution, which affirm that there is a normal or typical ratio of land value to 

property value for specific categories of real estate in specific locations. This ratio is generally 

more reliable when the subject includes relatively new improvements. The allocation method 

does not produce conclusive value indications, but it can be used to establish land value when 

the number of vacant land sales is inadequate.  

The extraction method is a variant of the allocation method in which land value is extracted from 

the sale price of an improved property by deducting the contribution of the improvements, which 

is estimated from their depreciated costs. The remaining value represents the value of the land. 

Value indications derived in this way are generally unpersuasive because the assessment ratios 

may be unreliable and the extraction method does not reflect market considerations. 

SELECTION OF METHODOLOGY 

For the purposes of this analysis, we have utilized the cost approach and the income 

capitalization/subdivision development approach as these methodologies are typically used for 

residential sites that are feasible for immediate development. The other methodologies are used 

primarily when comparable, non-distressed, land sales data is non-existent. Therefore, these 

approaches have not been used.  
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SALES COMPARISON APPROACH – ESTIMATE OF LAND VALUE 

The subject is a 125 lot residential subdivision in Bullhead City, Arizona. We have valued the 

site as vacant and without infra-structure yet with entitlements. That is, the ability to develop 125 

attached townhome units. In essence, the site is an entitled contiguous vacant parcel of land, 

entitled for the development of 125 homes. Moreover, there are three existing fully, improved 

building pads present which are also considered in this analysis. 

In order to estimate the market value of the subject, it was necessary to complete a survey of 

recent land sales in the competitive market. Our investigation included a review of public 

records, discussion with brokers and developers active in the marketplace, and a personal 

inspection of the surrounding area in order to locate potentially developable sites or parcels 

currently available for sale. 

We have analyzed the sales data using the price per square foot unit of comparison as some of 

the sales are not at a similar level of entitlements in place. This is, as a result of the recent 

downturn of the market which limited demand for single family home sites as well as parcels 

capable thereof especially those which are platted, entitled and ready for development. The 

purchasers of parcels are generally investor and thus will not expend the time and money 

requisite of entitling the property until there is a discernable market correction. 

This measure or unit of comparison is most prevalent among buyers, sellers, and brokers of 

residential sites. The results of our survey are summarized in the following chart. The map on 

the next page illustrates the location of each comparable relative to the subject. A detailed 

description of each sale is presented in the addenda.  
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SUMMARY OF COMPARABLE LAND SALES

Closing Size Actual Sale Price Per Price 
No. Property Location Type Date Proposed Use Acres Price Acre Per Square Foot 

1 2201 East Moon Ridge Lane,
Bullhead City, Arizona 86428

Sale Aug-14 54 Single Family 
Homes

15.42 $660,000 $42,801 $0.98

2 3796 Nancy Street, Bullhead
City, Arizona

Sale Sep-13  Investment Pending 
Residential 

Development

13.38 $85,000 $6,352 $0.15

3 Terminus of Wendell Avenue,
East of Highway 95, Bullhead
City, Arizona

Sale Aug-13  Investment Pending 
Residential 

Development

9.00 $45,000 $5,000 $0.11

4 SEC Aztec and La La Riqueza
Roads, Bullhead City, Arizona

Sale Dec-11  Investment Pending 
Residential 

Development

8.08 $34,200 $4,233 $0.10

5 Ramar Road, Bullhead City,
Arizona

Listed Current 121 Single Family 
Homes - Fully 
Finished Lots 

20.00 $4,235,000 $211,750 $4.86

Subject  Rivercrest Estate ---  125 Paper Platted 
Lots

21.04 --- --- ---

 

Compiled by AVS

 

 

BASIS FOR ADJUSTMENTS 

A fundamental component of real estate valuation involves identifying and quantifying 

differences between comparable properties and the subject. In a structured analysis, these 

differences are known as elements of comparison. Elements of comparison are defined as the 

primary characteristics of a property (and its sale transaction) that cause prices to vary. These 

elements are considered and compared to the subject for possible adjustments. Our survey and 

analysis of the sales indicates that several factors affected their ultimate purchase price. 

Although we attempted to identify and quantify each of these factors, the number of 

comparables available does not allow for "textbook" use of paired sales. The nine common 

elements of comparison that are always considered are presented in the following chart. 

1. Property rights conveyed  6. Physical characteristics 
2. Financing terms  7. Economic characteristics 
3. Conditions of sale  8. Use 
4. Market conditions  9. Non-realty components of value 
5. Location    

 

Adjustments for economic characteristics, use, and non-realty components of value are not 

required as land is not typically acquired based on its economic characteristics, the uses were 

similar, and there were no non-realty components of value. The summary discussion below 

outlines the quantitative adjustments required for each comparable and the following 

paragraphs discuss each of the adjustments discussed herein. 

Property Rights Conveyed 

This adjustment considers the differences in the legal estate (interest) conveyed in a given sales 

transaction. The interest transferred can reflect a variety of rights that may affect the value of a 



 SALES COMPARISON APPROACH 

58 

property. The interest transferred can be defined in many ways, ranging from fee simple estates 

to leasehold estates. Fee simple estates are the highest form of ownership. 

All of the sales involved the transfer of the fee simple estate and no adjustment adjustments are 

required. 

Financing Terms 

Financing affects real estate values as the availability of financing helps determine the demand 

for real estate. In most cases, the cost and availability of financing have an inverse relationship; 

high interest rates or limited availability of financing are usually accompanied by a decrease in 

the demand for credit and/or real estate. This element is particularly significant in sales involving 

non-market and/or seller financing. 

All of the land sales were all cash transactions or are considered to reflect cash equivalent 

transactions. No adjustments are required for financing terms.  

Conditions Of Sale 

Adjustments for conditions of sale are justified when the circumstances of a specific sale result 

in a price that is higher or lower than that of a normal market transaction. This adjustment 

reflects the motivations of a buyer and seller in the transfer of real property. Circumstances 

requiring adjustments for conditions of sale includes sales made under duress, auctions, 

eminent domain transactions, and sales that were not arm's-length. This adjustment is also 

utilized for listings, negotiations, offers, and/or non-closed escrows (as appropriate). 

The comparable sales were not impacted by any specific conditions of sale and no adjustments 

are required. However we have adjusted the listings, Comparable 5 down to reflect a probable 

reduction in the listed to sale price via negotiations or other possible concessions.  

Market Conditions 

This adjustment reflects market conditions as of the comparables date of sale versus the date of 

value for the subject. It is necessary to reflect any changes in market conditions between a 

comparable are date of sale and the date of value of the appraisal. This adjustment is utilized to 

reflect changes in market conditions caused by inflation, deflation, fluctuations in supply and 

demand, and other similar factors.  

A slight adjustment is provided to comparable 4 to reflect a slight, perceived improvement in the 

market conditions.  
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Location 

Adjustments for location consider the comparables' locations within their respective market area 

as well as their surrounding land uses as compared to the subject. The location adjustment is 

typically oriented toward the concept that properties closest to central and/or homogeneously 

developed areas are superior to properties in outlying or mixed-use areas. 

Comparable Twp, Three and Four are inferior non-infill sites that have a longer time-line to 

development as well as greater distance to established infrastructure. 

Development Status 

Parcels with no development approvals are definitely inferior to sites with approvals in-place. 

This is due to the uncertainty surrounding the ultimate development density and the longer time 

frame before development can be undertaken. Reflecting this, most buyers will apply a large 

discount to a parcel that does not have an established allowable density permitted. In addition to 

development approvals, a site wherein grading or other subdivision work has been completed 

(or partially completed) is typically more valuable than a raw site.  

Comparables 2 and 4 lack entitlements that would not allow for near term development and thus 

are positively adjusted. Comparables One and Five are essentially ready for near term 

development and have been negatively adjusted. 

Utility - Configuration 

This adjustment considers the physical shape of the land sales as compared to the subject. 

Sites that are very irregular in shape tend to have less overall development potential and would 

therefore sell for less than a similar sized site that has a regular shape. For residential 

subdivisions, this adjustment is typically limited as the individual lot sizes are relatively small; 

and a larger site can be configured to minimize any loss factor. 

All Comparables are generally similar. 

Topography 

A site with severe topography can escalate development costs, reduce usable area, and restrict 

development. Conversely, a level site does not allow for varying elevations and removes any 

view amenity. 

All are similar in this respect to varying and sometimes offsetting reasons  
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Access 

The access adjustment reflects the superiority or inferiority of a comparable's direct physical 

access by vehicles and/or pedestrians. Regional access has been reflected in the location 

adjustment. 

ADJUSTMENT GRID 

A summary chart of the adjustments to each sale follows. Based upon the prior analysis it is our 

opinion that the value of the subject is as follows:  

LAND SALES ADJUSTMENT GRID

Comparable Number 1 2 3 4 5 Subject

Transaction Type Sale Sale Sale Sale Listed ---

Transaction Date Aug-14 Sep-13 Aug-13 Dec-11 N/A ---

Size/Acres 15.42 13.38 9.00 8.08 20.00

Proposed Use 54 Single 
Family Homes

 Investment 
Pending 

Residential 
Development

 Investment 
Pending 

Residential 
Development

 Investment 
Pending 

Residential 
Development

121 Single 
Family Homes - 
Fully Finished 

Lots 

 125 Paper 
Platted Lots

Price Per Acre $42,801 $6,352 $5,000 $4,233 $211,750 ---

Property Rights Conveyed 0% 0% 0% 0% 0%

Financing Terms 1 0% 0% 0% 0% 0%

Conditions of Sale 0% 0% 0% 0% -15%

Market Conditions 0% 0% 0% 5% 0%

Subtotal $42,801 $6,352 $5,000 $4,445 $179,988

Location 0% 10% 20% 10% 0%

Development Status -20% 20% 0% 20% -25%

Project Size 0% 0% 0% 0% 0%

Configuration 0% 0% 0% 0% 0%

Topography 0% 5% 0% 0% 0%

Density/Zoning 0% 10% 10% 10% 0%

Total Other Adjustments -20% 45% 30% 40% -25% Average

Value Indication for Subject $34,241 $9,210 $6,500 $6,223 $134,991 $38,233

Compiled by AVS
 

 

SALES COMPARISON APPROACH CONCLUSION 

Based on the foregoing adjustment analysis, Comparables One and Five are the most 

representative of the subject site, and warrant greatest consideration as a result of the 

aggregate amount of adjustment. Comparable three required the third lowest aggregate 

adjustment. 

Additionally, Comparable Five is the listing for sale of a fully developed multi-lot parcel ready for 

near term development a very similar property in terms of appeal, location and entitlements yet 
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with a full compliment of infrastructure. As a result of the ‘for sale’ status of comparable five it 

sets an absolute upper limit of value for the subject parcel. Comparable One is also a near fully 

developed parcel with a recent date of sale. The primary difference is the existence of the 

infrastructure serving the lots (i.e. internal roadways, infrastructure and grading). Adjusting this 

sale downward to account for these improvements provides a very valuable indication of value 

of the subject. In conclusion, a price per acre indication below the range indicated by 

Comparables One and Five and above the three remaining sales is the most appropriate for the 

subject given the fully entitled status of the development.  The following table presents the 

valuation conclusion: 

CONCLUDED LAND VALUE

$ Per Acre Subject Acreage Total

$30,000 x 21 = $631,200

Rounded: $630,000

Lot 1 $35,000

Lot 2 $35,000

Lot 3 $35,000

Compiled by AVS
 

The value of the improved lots is supported and discussed in the following subdivision 

development approach. 
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COST APPROACH CALCULATION 

In valuing the entire completed Rivercrest development, we used the Cost Approach and the 

Residential Development Method. Replacement cost new was estimated based on published 

costs in the Marshall Valuation Service, a nationally recognized cost estimating service, 

comparable cost data, and cost estimates by the subject developer.  Entrepreneurial incentive, 

or developer’s profit, was estimated based on discussions with developers and investors.  This 

was then added to replacement costs.  

Depreciation, if any, was then estimated and deducted from cost new.  The depreciated cost of 

improvements was added to land value, resulting in an indication of hypothetical value 

assuming completion of the entire project and a bulk sale to a single investor. 

ACCRUED DEPRECIATION 

The subject is essentially new as depreciation generally occurs at a significantly lower rate for 

infrastructure. That is the length of time or the economic age life of infrastructure is far greater, 

or longer that building or dwelling improvements. Therefore we have not deducted depreciation. 

CONCLUSION - COST APPROACH 

In this appraisal, we are valuing the subject assuming a bulk sale to a single investor.           

Therefore, by combining the components of land value, and replacement cost new, the bulk sale 

value assuming all infrastructure is completed for 59 units is indicated as follows: 
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MARSHALL VALUATION SERVICE COST SCHEDULE - WITH PROFIT
Property  Type:

Average Lot Size (SF): 4,200                      

Age: Number of Lots 125

Section/Page 66/1
Building Component All Lots
Average Lot Size Sq. Ft. 4,200 SF
Base Lot Cost $17,365

Per Lot Refinements
Sidewalks $650
Street Lights $1,140
Common Area Landscaping $535
Clubhouse & Gate $4,800
Subtotal $24,490

Cost Multipliers
Current Cost Multiplier 1.03
Local Multiplier 1.00

Base Lot Cost (via Marshall Valuation Service cost data) $25,225

Total Direct Lot Cost Cost $3,154,375
Additions
Direct Building Cost $3,154,375

Indirect Costs 10.0% of Direct Building Cost $315,438
Direct and Indirect Building Cost $3,469,813
Rounded $3,470,000

Direct and Indirect Building Cost $3,470,000

Entrepreneurial Profit 10.0% of Total Building Cost $346,981

Replacement Cost New $3,816,981

Land Value $630,000
"As Complete" Value Indication $4,446,981
Rounded $4,450,000
Value Per Unit $35,600

Source: AVS

Single Family Residential  Lots based on a 
Double Loaded Street Configuration

Proposed
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Developers Estimated Costs 
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Comments  

The actual costs reported by the developer are $1,515,876 for the horizontal construction (i.e. 

ready for completion of the vertical construction) of the development. The addition of $600,000 

for the land cost is added as it is not included in the developer estimate. The total becomes 

$2,115,876 or $33,061 per lot/residential unit (i.e. 64 as depicted on the phase one 

development plan). This is supports by the cost sources cited herein. The addition of 

entrepreneurial profit is absent from the developers estimate. The estimate provided by the 

appraisers includes 10% entrepreneurial profit as a line item rather than profit depicted by a 

yield rate via the sale of developed parcels renders the two estimates very similar. Note that we 

have projected the development of the entire 125 lots as the first phase will essentially provide 

spine infrastructure, common area amenities as well as curbs streets etc. which will enhance 

the development of the second phase. It is the opinion of the appraisers that development of all 

125 lots at the start is appropriate given economies of scale. This is evidenced in the previous 

land value analysis as sale one is essential an additional phase of an existing development. 

These estimated do not include the final grade or pad preparation for the single family home site 

as this will be done prior to the vertical construction. 
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SUBDIVISION DEVELOPMENT APPROACH 

Discussion of Methodology 

In order to complete the subdivision development approach to value, we first estimate the gross 

retail proceeds from the sale of the homes (absorption) through a direct comparison with 

existing competitive developments. We will elect to use an average size home with the most 

prevalent amenities as the statistical model does not have the ability to predict which units sell 

as what time and with which upgrades or lot premium. Thus the model assumes a typical or 

average unit selling. 

From this value we deduct the costs to construct the required infrastructure and homes to arrive 

at the retail value of the lot, identified as the retail contribution of the lot to the lot and home 

package. We have based the home value on the current pricing of the proposed units as well as 

the recent sale of three homes in the development. Additionally, we have been provided with 

individual appraisal of the units as provided in the previous improvement section of the report. 

This also includes the cost to construct these existing units based on information provided by 

Marshall Valuation Services and actual costs for provided by the developer. 

These figures have been tested for reasonableness based on a review of historical costs at 

similar developments in the greater northwestern Arizona area. The concluded infrastructure 

and home construction costs have a significant impact on our value conclusion. We reserve the 

right to amend our value conclusions if the actual development costs vary materially from our 

conclusions. 

The rate of sales or the absorption (sell-off) period was estimated based upon an analysis of 

sales rates at competitive projects. The amount and timing of holding costs and expenses are 

identified and projected then deducted from revenue or income from the unit sales revenues 

over the absorption period to derive net cash flows. These cash flows have a discount rate 

applied the present value of the cash flows is calculated. Entrepreneurial incentive, or profit, is 

deducted in order to value the subject on a bulk-sale analysis of the 128 lots.  

The preceding factors have then been incorporated into an Excel spreadsheet to perform a 

discounted cash flow analysis over the estimated absorption period for the individual lots. Within 

this analysis, we have also deducted selling expenses, holding costs associated with property 

taxes, general and administrative costs, required profit, and the time value of money. The steps 

required to complete this analysis are presented on the following pages. 
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RETAIL/EXISTING HOME VALUE 

The individual home prices, assuming the homes are sold to individual homeowners less the 

cost to complete provides a residual retail lot value. We are of the opinion that similar priced and 

featured housing will continue to be constructed on the remaining lots although with possible 

changes to design and amenities as decided by the potential purchaser of the remaining 128 

lots. 

That is, since we are unable to identify exactly what type of product will be developed upon sale 

of 128 lots we have used an average sale price for the homes based upon the following analysis 

in order to extract a retail lot value. Upgrades or typical additional features to the homes have 

been included in this appraisal in so much as they were present in the most recent sales from 

the development.  

Based on the preceding analysis an estimated value of $225,000 with a square footage of 1,513 

is supported. This equates to $148.71 per square foot inclusive of the lot.  

The extraction method is a variant of the allocation method in which land value is extracted from 

the sale price of an improved property by deducting the contribution of the improvements, which 

is estimated from their depreciated costs.  The remaining value represents the value of the land.  

Value indications derived in this way are generally useful yet tempered as the extraction method 

often does not reflect market considerations. The following presents a recalculation of the 

information provided in the residential appraisal report presented in the previous paragraphs 

RETAIL LOT VALUE BASED ON EXTRACTION 
Subject Average Retail Home Price inclusive of an allowance 
for Upgrades and Lot Premiums(estimated at $10,000)  $210,000
Projected Average  Home Cost (Direct and Indirect)  $139,000 
Indicated Retail Lot Value  $71,000 
Rounded:  $70,000 
    
     

Estimated Retail Lot Value by Allocation 

The allocation method is typically used when sales are so rare that the value cannot be 

estimated by direct comparison. There is a single lot bulk lot sale (i.e. fully finished and ready for 

vertical construction) yet this is not germane to the retail value of the individual lots ready for the 

development of attached townhome development sell individually on a retail basis. This method 

is based on the principle of balance and the related concept of contribution, which affirm that 

there is a normal or typical ratio of land value to property value for specific categories of real 

estate in specific locations.  This ratio is generally more reliable when the subject property 

includes relatively new improvements.  The allocation method does not produce conclusive 
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value indications, but it can be used to establish land value when the number of vacant retail 

lots sales is inadequate. In this instance it is deemed appropriate for use. 

Based upon the results of a survey of merchant builders throughout the United States queried 

about what percentage of the home value they would attribute to a finished lot we discovered a 

reported range of 20% to 40% depending on the pricing of the home. The lower the price of the 

home the greater the contribution of the lot to the home price in terms of value. 

Based on the survey of merchant builders, most of the respondents indicated the land value as 

a percentage of the home price is at the upper end of the range in mature communities (infill 

sites) and is at the lower end of the range for developing suburban communities (reflecting the 

fact that construction costs are generally fixed and as home prices rise, a higher percentage of 

the value is attributable to the land area). 

The following table provides an estimate of the average retail lot value based upon the average 

home price established within the previous sections. 

GROSS RETAIL LOT VALUE 

   
Subject Average Home Price  $210,000 

Low Percentage 20% $42,000 
High Percentage 40% $84,000 

Average 30% $63,000 
Source: Asset Valuation Services   

 
Conclusion Estimated Retail Value of the Subject Lots 

This is well supported by the previous data and analysis of the active projects in the area. The 

unit mix and type may vary yet use of a statistical average is most important to accurately 

represent probable revenue generation during the sell-out period. An estimate of the retail value 

of the finished lots (assuming the lot is sold on a retail basis to an individual) has been 

completed via extraction and allocation. The range presented by these methods is $42,000 to 

approximately $84,000 (upper range of allocation).  

Considering the fact that the subject is a proposed to be developed subdivision in a tertiary 

housing market and provides a moderate number of lots (128 lots) decreases the projected sell 

out period, placement at the middle end of this range and closer to the conclusion via extraction 

is deemed appropriate. The estimated bulk finished lot value is estimated at $70,000. 
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SUBDIVISION DEVELOPMENT APPROACH - DISCOUNTED CASH FLOW MODEL 

The subdivision development method is essentially a discounted cash flow wherein the finished 

bulk wholesale lot value, as of the date of appraisal, is estimated. 

The primary purpose of a residual analysis is to determine project feasibility, as well as provide 

an additional or supporting indication of value fore the subject as if sold in a single bulk 

transaction.  A residual analysis can consist either of a static model or a discounted cash flow 

analysis, or both.  Surveys have confirmed that a static model residual or subdivision 

development analysis is the most commonly employed method by merchant builders when 

making land purchase decisions.  The static model begins by estimating gross retail proceeds 

from which all costs of production, including profit, are subtracted.  The residual number is 

finished land value.  Profit requirements are readily available from the market for this type of 

analysis.  Therefore, the static analysis model is a true market supported approach to value. 

Discounted cash flow analysis (DCF) is more difficult to utilize in residual or subdivision 

analysis.  Traditionally, most discounted cash flow analyses include a profit line item, which 

represents the return to the developer for his/her entrepreneurial efforts, after which the net 

proceeds are discounted at some rate.  However, market participants confirm that profit utilized 

in the static model analysis takes into consideration the time value of money; i.e. they require 

more profit for a project with a longer construction/absorption period compared to a project they 

can get in and out of quickly.  Since the time value of money is accounted for in the discount 

rate, the utilization of the same profit in the DCF as in the static model double hits the value.   

Our residual analysis herein is a discounted cash flow analysis using a combined overall 

discount rate.  The cash flows are projected over an estimated construction and absorption 

period for the homes.  Profit is not included as a line item as it is accounted for in the overall 

discount rate.  As indicated above, the overall combined discount rate is intended to account for 

the time value of money as well as the risk and profit requirements of the developer.  Our cash 

flow model is based on Microsoft Excel software. 

Product and Pricing 

The estimated retail lot value has been established previously.  The 128-homesites have been 

assigned a per lot value of $70,000 excluding any lot or view premiums.  The absorption rate is 

estimated at a static rate of 1.5 units per month, 4.5 units per quarter as indicated in the so 

entitled report section.  We have added $10,000 to reflect a typical view or upgrade package 

this may vary from property to property and not apply to all units. 
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Annual Inflation Rate 

The cash flow analysis assumes that price increases and cost increases are equal.  That is, the 

cash flow is generated on a constant dollar basis.  If prices are projected to increase at a 

greater rate than inflation the projected difference in growth rates can be included in the cash 

flow model.  Inflation averaged 1.5% for 2010, and increased to 3.0% in 2011 while dropping 

back to 1.4% through 2012 and 2.6% for 2013.  Home prices in Bullhead City have been 

relatively stable over the past 12 months and should be starting to increase based on local 

trends, which should cause prices to increase in 2015 and beyond, albeit at very minimal levels.  

Therefore, we have applied a conservative growth rate for retail values of 3.0% over the general 

inflation rate starting in the third year of our cash flow.   

Holding Expenses 

Each expense category is outlined as follows. 

 Real estate taxes are based on the Mojave County Assessors assessment discussed in 

the so entitled report section or $25,000 per lot. This figure is multiplied by the number of 

sold units at the end of the period.  

 Sales and marketing expenses include sales commission, closing costs, advertising and 

maintenance, homeowner's insurance, liability insurance and carrying costs for the 

development.  These costs typically range from 5.0% to 10.0%.  Because the 

development is proposed with all infrastructure in place, we have estimated a rate near 

the middle of the range or 7.0%. This is also based upon the premise that site sales are 

an easier product to market. 

 The administrative HOA costs have been estimated not to accrue during the sell-out as it 

is not possible to determine when the development would be turned over to the actual 

home owners. Therefore we have excluded this expense from our analysis. The actual 

subject HOA will depend upon the restructuring of agreement that covers the 

responsibilities. It has been expressly assumed that the HOA is still under the control of 

the developer and will remain so until sale of the requisite number or percentage of 

units. Again this is not possible to predict so we excluded this expense from our 

analysis. 

 We have not deducted sewer tap fees which are required to be paid prior to, or upon 

vertical development of the lots. That is these costs are reflected in the home 

development cost not the lots. In essence a developer would not pay this expense until 

there was an actual sale of a residence and the expense would not accrue exclusively to 

the lot. 
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Discount Rate 

The following table is from Realty Rates 3rd Quarter Survey on a national and regional basis. 
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Foreclosures are also slowing in many regions. And, the market for existing single-family home 

rentals has improved so that institutional investors are racing to raise money to buy foreclosed 

homes from the nation's banks and then rent them out.  But shovel-ready land is a potentially 

more lucrative way to bet on a housing recovery - though investors may require a good deal of 

patience because it could take several years for developers to build new homes in some of the 

areas hit hardest during the financial crisis.  "These returns are back-end loaded, and more of 

an opportunistic, higher risk strategy," said Dale Gruen, a senior portfolio manager for 

BlackRock Real Estate, which has raised a fund that invests in such lots. 

 

"Single family rental is one in which returns are a more moderate."  Land that already has all the 

planning permissions required to begin construction is seen as a better bet than sites without all 

the boxes ticked because the process of gaining those approvals from local, state and federal 

agencies can take years, and is also a costly procedure.  Investors and real estate analysts do 

caution that a full-blown housing recovery is still some time off.  "The housing market is getting 

better but we're not quite there yet," said Stephen Malpezzi, an economist at housing data 
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company Zillow and a professor at the University of Wisconsin's Department of Real Estate and 

Urban Land Economics. "We all get excited when we see a few months of positive numbers, but 

we are still in the middle" of a fragile period for the housing sector, he said.  Based on these 

factors, there is reason to believe some positive light has come out of the ready build land 

market over the past 12 months which can be translated to the subject lots which represent the 

largest amount and closest undeveloped tracts to the downtown Bullhead City area particularly 

those that are less income and growth based such as the age restricted nature of the subject.   

Conclusion  

The appropriate discount rate, including the profit component, is very site specific; a number of 

items must be considered when estimating a combined discount rate for the subject 

development.  These include, but are not limited to the following: 

• Entitlements 

• Physical status of the property (raw/finished/partially finished) 

• Moratoriums 

• Endangered Species 

• Price range of the proposed units 

• Construction/absorption period 

• Location 

• Amenities such as golf course orientation or views 

• Future competition 

Since we are valuing the subject site on a finished lot basis the second item above is not 

relevant.  With respect to the other considerations above, we have estimated the subject's 

overall discount rate at 20% which is towards the middle of the range determined from our 

survey and was estimated between the figures of 15% and 30% indicated within our cash flow 

analysis.   
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DISCOUNTED CASH FLOW - SUBDIVISION DEVELOPMENT METHOD - 128 UNIT SITE - (AS-IS)

BASIC ASSUMPTIONS WEIGHTED AVERAGE SQ FT PER UNIT  
TOTAL # OF UNITS 128 WEIGHTED AVERAGE CONSTR COST/SQ FT  

SUMMATION OF INDIV RETAIL VALUES  
QUARTERLY ABSORPTION RATE 4.5 AVG RETAIL VALUE $70,000
SELECTED DISCOUNT PERIODS/YEAR 4 RETAIL VALUE ANNUAL INFLATION RATE 3.00%
UNITS/SELECTED DISCOUNT PERIOD 29 RESULTING GROWTH RATE/PERIOD  
  ANNUAL DISCOUNT RATE (NPV) 20.00%
  RESULTING DISCOUNT RATE/PERIOD 5.00%

 
    

SALES PERIODS  (Quarterly)           1 2 3 4 5 6 7 8 9 10 11 12 13 14 15 16 17 18 19 20 21 22 23 24 25 26 27 28 29 SUMMATION
SALES PROCEEDS

PRICE PER UNIT $70,000 $70,000 $70,000 $70,000 $70,000 $70,000 $70,000 $70,000 $70,000 $70,000 $70,000 $70,000 $72,100 $72,100 $72,100 $72,100 $74,263 $74,263 $74,263 $74,263 $76,491 $76,491 $76,491 $76,491 $78,785 $78,785 $78,785 $78,785 $78,785
BEGINNING INVENTORY PER PERIOD 128 123.5 119 114.5 110 105.5 101 96.5 92 87.5 83 78.5 74 69.5 65 60.5 56 51.5 47 42.5 38 33.5 29 24.5 20 15.5 11 6.5 3
UNITS SOLD & CLOSED PER PERIOD 4.5 4.5 4.5 4.5 4.5 4.5 4.5 4.5 4.5 4.5 4.5 4.5 4.5 4.5 4.5 4.5 4.5 4.5 4.5 4.5 4.5 4.5 4.5 4.5 4.5 4.5 4.5 3.5 3 128
TOTAL UNITS SOLD, PERIOD TO DATE 4.5 9 13.5 18 22.5 27 31.5 36 40.5 45 49.5 54 58.5 63 67.5 72 76.5 81 85.5 90 94.5 99 103.5 108 112.5 117 121.5 125 128
UNITS UNSOLD, PERIOD TO DATE 123.5 119 114.5 110 105.5 101 96.5 92 87.5 83 78.5 74 69.5 65 60.5 56 51.5 47 42.5 38 33.5 29 24.5 20 15.5 11 6.5 3 0

GROSS SALES $315,000 $315,000 $315,000 $315,000 $315,000 $315,000 $315,000 $315,000 $315,000 $315,000 $315,000 $315,000 $324,450 $324,450 $324,450 $324,450 $334,184 $334,184 $334,184 $334,184 $344,210 $344,210 $344,210 $344,210 $354,533 $354,533 $354,533 $275,748 $236,355 $9,367,072

LESS CARRY, EXPENSES, & PROFIT RATE/AMOUNT
REAL ESTATE TAXES/UNIT/PERIOD $113 $4,492 $4,492 $4,492 $4,492 $4,492 $4,492 $4,492 $4,492 $4,492 $4,492 $4,492 $4,492 $4,991 $4,991 $4,991 $4,991 $4,991 $4,991 $4,991 $4,991 $4,991 $4,991 $4,991 $4,991 $4,991 $4,991 $4,991 $4,991 $4,991 $138,751
SALES/MARKETING/ESCROW COSTS 7.00% $22,050 $22,050 $22,050 $22,050 $22,050 $22,050 $22,050 $22,050 $22,050 $22,050 $22,050 $22,050 $22,712 $22,712 $22,712 $22,712 $23,393 $23,393 $23,393 $23,393 $24,095 $24,095 $24,095 $24,095 $24,817 $24,817 $24,817 $19,302 $16,545 $655,695
ADMIN/OVERHEAD 3.00% $9,450 $9,450 $9,450 $9,450 $9,450 $9,450 $9,450 $9,450 $9,450 $9,450 $9,450 $9,450 $9,734 $9,734 $9,734 $9,734 $10,026 $10,026 $10,026 $10,026 $10,326 $10,326 $10,326 $10,326 $10,636 $10,636 $10,636 $8,272 $7,091 $281,012

CASH FLOW OF RESIDUAL FINISHED LAND VALUES $279,008 $279,008 $279,008 $279,008 $279,008 $279,008 $279,008 $279,008 $279,008 $279,008 $279,008 $279,008 $287,014 $287,014 $287,014 $287,014 $295,774 $295,774 $295,774 $295,774 $304,798 $304,798 $304,798 $304,798 $314,088 $314,088 $314,088 $243,182 $207,729 $8,291,614

PRESENT VALUE OF NET CASH FLOW  (NPV) $4,305,156

NUMBER OF LOTS OR UNITS 128

"BULK" PRESENT VALUE PER FINISHED LOT $33,634
PRESENT VALUE OF NET CASH FLOW (ROUNDED) $4,310,000

TOTAL SELLOUT (ABSORPTION) TIME IN YEARS 7.25

`

 

 



 SUBDIVISION DEVELOPMENT APPROACH 

75 

SUBDIVISION DEVELOPMENT APPROACH CONCLUSION 

Our discounted cash flow analysis was presented previously.  Based on the preceding 

assumptions, the indicated finished lot value for the 128 graded lots on a bulk basis by the 

Subdivision Development method is indicated within the following table. We have also provided 

an estimate of the aggregate retail value of the 128 lots (i.e. $70,000 multiplied by the 128 lots). 

BULK LOT VALUE CONCLUSIONS 

“As If” – Fully Finished Lots    
Bulk Wholesale $4,310,000 

($33,672 per lot) 
 

Aggregate Retail $8,960,000 
($70,000 per lot) 
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RECONCILIATION OF VALUE 

The value indications from the approaches to value are summarized as follows: 

 VALUE CONCLUSIONS
Cost Approach $4,450,000 

Subdivision Development Approach $4,310,000 

As Is Entitle Vacant Land $630,000 

Lot 1 $35,000 

Lot 2 $35,000 

Lot 3 $35,000 

Compiled by AVS
 

In analyzing and correlating these value indications to a final estimate of value, each approach 

must be weighed in relation to: 

 Its ability to reflect the motives of a prospective buyer or seller; 

 The type, quality, and depth of the data upon which the conclusions are based; 

 Its sensitivity and ability to reflect economic changes that affect the availability 
and cost of mortgage financing; and 

 Its ability to reflect the unique character of the property being appraised including 
factors such as location, size, and income potential. 

 The subject may suffer from external obsolescence as a result of the location in a 
non-active, partially developed subdivision. This was not measurable from the 
available market data yet considered in the reconciliation.  Additionally, the possibility 
exists for buyers to be wary of potential builder competition related to the potential 
sale of remaining lots. Again this is considered, but support for an adjustment was 
not indicated from the available data set. 
 

COST APPROACH 

The cost approach typically gives a reliable value indication when there is strong support for the 

replacement cost estimate and when there is minimal depreciation.  Considering the limited 

amount of depreciation as the subject property is proposed and the availability of verifiable land 

sales, the reliability of the cost approach is considered relatively good. The exception is the 

estimation of external obsolescence associated with the weak housing market conditions. 

Therefore, the cost approach is applicable to the subject and is included as a valuation 

technique yet given secondary emphasis as a result of the question regarding feasibility of 

development. 
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SUBDIVISION DEVELOPMENT APPROACH 

The income capitalization/subdivision development approach to value measures the price which 

a developer would pay to achieve a specific net income stream. Our analysis consisted of a 

subdivision analysis, or a discounted cash flow analysis, which discounts the future income 

stream into a value conclusion. This approach is reflective of market value for this type of 

property as buyers and sellers make investment decisions primarily on this basis. 

CONCLUSION 

Based upon our thorough review of the subject, and according to the two approaches to value 

utilized in this report, it is our opinion that the market value of the subject is: 

 

MARKET VALUE CONCLUSION

Appraisal Premise Interest Appraised Date of Value Value Conclusion

As Is - Vacant Land Fee Simple Estate October 6, 2014 $630,000 

As If Completed as Proposed - Bulk Value Fee Simple Estate October 6, 2015 $4,300,000 

Unit 1 Fee Simple Estate October 6, 2014 $35,000

Unit 2 Fee Simple Estate October 6, 2014 $35,000 

Unit 3 Fee Simple Estate October 6, 2014 $35,000 

Compiled by AVS
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ASSUMPTIONS AND LIMITING CONDITIONS 

1. Unless otherwise specifically noted in the body of the report, it is assumed that title to the property or properties 
appraised is clear and marketable and that there are no recorded or unrecorded matters or exceptions to title 
that would adversely affect marketability or value. ASSET VALUATION SERVICES is not aware of any title 
defects nor has it been advised of any unless such is specifically noted in the report. ASSET VALUATION 
SERVICES, however, has not examined title and makes no representations relative to the condition thereof. 
Documents dealing with liens, encumbrances, easements, deed restrictions, clouds and other conditions that 
may affect the quality of title have not been reviewed. Insurance against financial loss resulting in claims that 
may arise out of defects in the subject’s title should be sought from a qualified title company that issues or 
insures title to real property. 

2. Unless otherwise specifically noted in the body of this report, it is assumed: that the existing improvements on 
the property or properties being appraised are structurally sound, seismically safe and code conforming; that all 
building systems (mechanical/electrical, HVAC, elevator, plumbing, etc.) are in good working order with no major 
deferred maintenance or repair required; that the roof and exterior are in good condition and free from intrusion 
by the elements; that the property or properties have been engineered in such a manner that the improvements, 
as currently constituted, conform to all applicable local, state, and federal building codes and ordinances. ASSET 
VALUATION SERVICES professionals are not engineers and are not competent to judge matters of an 
engineering nature. ASSET VALUATION SERVICES has not retained independent structural, mechanical, 
electrical, or civil engineers in connection with this appraisal and, therefore, makes no representations relative to 
the condition of improvements. Unless otherwise specifically noted in the body of the report: no problems were 
brought to the attention of ASSET VALUATION SERVICES by ownership or management; ASSET VALUATION 
SERVICES inspected less than 100% of the entire interior and exterior portions of the improvements; and 
ASSET VALUATION SERVICES was not furnished any engineering studies by the owners or by the party 
requesting this appraisal. If questions in these areas are critical to the decision process of the reader, the advice 
of competent engineering consultants should be obtained and relied upon. It is specifically assumed that any 
knowledgeable and prudent purchaser would, as a precondition to closing a sale, obtain a satisfactory 
engineering report relative to the structural integrity of the property and the integrity of building systems. 
Structural problems and/or building system problems may not be visually detectable. If engineering consultants 
retained should report negative factors of a material nature, or if such are later discovered, relative to the 
condition of improvements, such information could have a substantial negative impact on the conclusions 
reported in this appraisal. Accordingly, if negative findings are reported by engineering consultants, ASSET 
VALUATION SERVICES reserves the right to amend the appraisal conclusions reported herein. 

3. Unless otherwise stated in this report, the existence of hazardous material, which may or may not be present on 
the property, was not observed by the appraisers. ASSET VALUATION SERVICES has no knowledge of the 
existence of such materials on or in the property. ASSET VALUATION SERVICES, however, is not qualified to 
detect such substances. The presence of substances such as asbestos, urea formaldehyde foam insulation, 
contaminated groundwater or other potentially hazardous materials may affect the value of the property. The 
value estimate is predicated on the assumption that there is no such material on or in the property that would 
cause a loss in value. No responsibility is assumed for any such conditions, or for any expertise or engineering 
knowledge required to discover them. The client is urged to retain an expert in this field, if desired. 

We have inspected, as thoroughly as possible by observation, the land; however, it was impossible to personally 
inspect conditions beneath the soil. Therefore, no representation is made as to these matters unless specifically 
considered in the appraisal. 

4. All furnishings, equipment and business operations, except as specifically stated and typically considered as part 
of real property, have been disregarded with only real property being considered in the report unless otherwise 
stated. Any existing or proposed improvements, on or off-site, as well as any alterations or repairs considered, 
are assumed to be completed in a workmanlike manner according to standard practices based upon the 
information submitted to ASSET VALUATION SERVICES. This report may be subject to amendment upon re-
inspection of the subject subsequent to repairs, modifications, alterations and completed new construction. Any 
estimate of Market Value is as of the date indicated; based upon the information, conditions and projected levels 
of operation. 

5. It is assumed that all factual data furnished by the client, property owner, owner’s representative, or persons 
designated by the client or owner to supply said data are accurate and correct unless otherwise specifically 
noted in the appraisal report. Unless otherwise specifically noted in the appraisal report, ASSET VALUATION 
SERVICES has no reason to believe that any of the data furnished contain any material error. Information and 
data referred to in this paragraph include, without being limited to, numerical street addresses, lot and block 
numbers, Assessor’s Parcel Numbers, land dimensions, square footage area of the land, dimensions of the 
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improvements, gross building areas, net rentable areas, usable areas, unit count, room count, rent schedules, 
income data, historical operating expenses, budgets, and related data. Any material error in any of the above 
data could have a substantial impact on the conclusions reported. Thus, ASSET VALUATION SERVICES 
reserves the right to amend conclusions reported if made aware of any such error. Accordingly, the client-
addressee should carefully review all assumptions, data, relevant calculations, and conclusions within 30 days 
after the date of delivery of this report and should immediately notify ASSET VALUATION SERVICES of any 
questions or errors. 

6. The date of value to which any of 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. This appraisal is based on market conditions existing as 
of the date of this appraisal. Under the terms of the engagement, we will have no obligation to revise this report 
to reflect events or conditions which occur subsequent to the date of the appraisal. However, ASSET 
VALUATION SERVICES will be available to discuss the necessity for revision resulting from changes in 
economic or market factors affecting the subject. 

7. ASSET VALUATION SERVICES assumes no private deed restrictions, limiting the use of the subject in any way. 

8. Unless otherwise noted in the body of the report, it is assumed that there are no mineral deposits or subsurface 
rights of value involved in this appraisal, whether they are gas, liquid, or solid. Nor are the rights associated with 
extraction or exploration of such elements considered unless otherwise stated in this appraisal report. Unless 
otherwise stated it is also assumed that there are no air or development rights of value that may be transferred. 

9. ASSET VALUATION SERVICES is not aware of any contemplated public initiatives, governmental development 
controls, or rent controls that would significantly affect the value of the subject. 

10. The estimate of Market Value, which may be defined within the body of this report, is subject to change with 
market fluctuations over time. Market value is highly related to exposure, time promotion effort, terms, motivation, 
and conclusions surrounding the offering. The value estimate(s) consider the productivity and relative 
attractiveness of the property, both physically and economically, on the open market. 

11. Any cash flows included in the analysis are forecasts of estimated future operating characteristics are predicated 
on the information and assumptions contained within the report. Any projections of income, expenses and 
economic conditions utilized in this report are not predictions of the future. Rather, they are estimates of current 
market expectations of future income and expenses. The achievement of the financial projections will be affected 
by fluctuating economic conditions and is dependent upon other future occurrences that cannot be assured. 
Actual results may vary from the projections considered herein. ASSET VALUATION SERVICES does not 
warrant these forecasts will occur. Projections may be affected by circumstances beyond the current realm of 
knowledge or control of ASSET VALUATION SERVICES 

12. Unless specifically set forth in the body of the report, nothing contained herein shall be construed to represent 
any direct or indirect recommendation of ASSET VALUATION SERVICES to buy, sell, or hold the properties at 
the value stated. Such decisions involve substantial investment strategy questions and must be specifically 
addressed in consultation form. 

13. Also, unless otherwise noted in the body of this report, it is assumed that no changes in the present zoning 
ordinances or regulations governing use, density, or shape are being considered. The property is appraised 
assuming that all required licenses, certificates of occupancy, consents, or other legislative or administrative 
authority from any local, state, nor national government or private entity or organization have been or can be 
obtained or renewed for any use on which the value estimates contained in this report is based, unless otherwise 
stated. 

14. This study may not be duplicated in whole or in part without the specific written consent of ASSET VALUATION 
SERVICES nor may this report or copies hereof be transmitted to third parties without said consent, which 
consent ASSET VALUATION SERVICES reserves the right to deny. Exempt from this restriction is duplication 
for the internal use of the client-addressee and/or transmission to attorneys, accountants, or advisors of the 
client-addressee. Also exempt from this restriction is transmission of the report to any court, governmental 
authority, or regulatory agency having jurisdiction over the party/parties for whom this appraisal was prepared, 
provided that this report and/or its contents shall not be published, in whole or in part, in any public document 
without the express written consent of ASSET VALUATION SERVICES which consent ASSET VALUATION 
SERVICES reserves the right to deny. Finally, this report shall not be advertised to the public or otherwise used 
to induce a third party to purchase the property or to make a “sale” or “offer for sale” of any “security”, as such 
terms are defined and used in the Securities Act of 1933, as amended. Any third party, not covered by the 
exemptions herein, who may possess this report, is advised that they should rely on their own independently 
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secured advice for any decision in connection with this property. ASSET VALUATION SERVICES shall have no 
accountability or responsibility to any such third party. 

15. Any value estimate provided in the report applies to the entire property, and any pro ration or division of the title 
into fractional interests will invalidate the value estimate, unless such pro ration or division of interests has been 
set forth in the report. 

16. The distribution of the total valuation in this report between land and improvements applies only under the 
existing program of utilization. Component values for land and/or buildings are not intended to be used in 
conjunction with any other property or appraisal and are invalid if so used. 

17. The maps, plats, sketches, graphs, photographs and exhibits included in this report are for illustration purposes 
only and are to be utilized only to assist in visualizing matters discussed within this report. Except as specifically 
stated, data relative to size or area of the subject and comparable properties has been obtained from sources 
deemed accurate and reliable. None of the exhibits are to be removed, reproduced, or used apart from this 
report. 

18. No opinion is intended to be expressed on matters which may require legal expertise or specialized investigation 
or knowledge beyond that customarily employed by real estate appraisers. Values and opinions expressed 
presume that environmental and other governmental restrictions/conditions by applicable agencies have been 
met, including but not limited to seismic hazards, flight patterns, decibel levels/noise envelopes, fire hazards, 
hillside ordinances, density, allowable uses, building codes, permits, licenses, etc. No survey, engineering study 
or architectural analysis has been made known to ASSET VALUATION SERVICES unless otherwise stated 
within the body of this report. If the Consultant has not been supplied with a termite inspection, survey or 
occupancy permit, no responsibility or representation is assumed or made for any costs associated with 
obtaining same or for any deficiencies discovered before or after they are obtained. No representation or 
warranty is made concerning obtaining these items. ASSET VALUATION SERVICES assumes no responsibility 
for any costs or consequences arising due to the need, or the lack of need, for flood hazard insurance. An agent 
for the Federal Flood Insurance Program should be contacted to determine the actual need for Flood Hazard 
Insurance. 

19. Acceptance and/or use of this report constitutes full acceptance of the Contingent and Limiting Conditions and 
special assumptions set forth in this report. It is the responsibility of the Client, or client’s designees, to read in 
full, comprehend and thus become aware of the aforementioned contingencies and limiting conditions. Neither 
the Appraiser nor ASSET VALUATION SERVICES assumes responsibility for any situation arising out of the 
Client’s failure to become familiar with and understand the same. The Client is advised to retain experts in areas 
that fall outside the scope of the real estate appraisal/consulting profession if so desired. 

20. ASSET VALUATION SERVICES assumes that the subject analyzed herein will be under prudent and competent 
management and ownership; neither inefficient nor super-efficient. 

21. It is assumed that there is full compliance with all applicable federal, state, and local environmental regulations 
and laws unless noncompliance is stated, defined and considered in the appraisal report. 

22. No survey of the boundaries of the property was undertaken. All areas and dimensions furnished are presumed 
to be correct. It is further assumed that no encroachments to the realty exist. 

23. The Americans with Disabilities Act (ADA) became effective January 26, 1992. Notwithstanding any discussion 
of possible readily achievable barrier removal construction items in this report, ASSET VALUATION SERVICES 
has not made a specific compliance survey and analysis of this property to determine whether it is in 
conformance 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 ADA. If so, this fact could have a negative effect on the 
value estimated herein. Since ASSET VALUATION SERVICES has no specific information relating to this issue, 
nor is ASSET VALUATION SERVICES qualified to make such an assessment, the effect of any possible non-
compliance with the requirements of the ADA was not considered in estimating the value of the subject. 

24. Client shall not indemnify Appraiser or hold Appraiser harmless unless and only to the extent that the Client 
misrepresents, distorts, or provides incomplete or inaccurate appraisal results to others, which acts of the Client 
proximately result in damage to Appraiser. The Client shall indemnify and hold Appraiser harmless from any 
claims, expenses, judgments or other items or costs arising as a result of the Client’s failure or the failure of any 
of the Client’s agents to provide a complete copy of the appraisal report to any third party. In the event of any 
litigation between the parties, the prevailing party to such litigation shall be entitled to recover from the other 
reasonable attorney fees and costs. 
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25. The report is for the sole use of the client; however, client may provide only complete, final copies of the 
appraisal report in its entirety (but not component parts) to third parties who shall review such reports in 
connection with loan underwriting or securitization efforts. Appraiser is not required to explain or testify as to 
appraisal results other than to respond to the client for routine and customary questions. Please note that our 
consent to allow an appraisal report prepared by ASSET VALUATION SERVICES or portions of such report, to 
become part of or be referenced in any public offering, the granting of such consent will be at our sole discretion 
and, if given, will be on condition that we will be provided with an Indemnification Agreement and/or Non-
Reliance letter, in a form and content satisfactory to us, by a party satisfactory to us. We do consent to your 
submission of the reports to rating agencies, loan participants or your auditors in its entirety (but not component 
parts) without the need to provide us with an Indemnification Agreement and/or Non-Reliance letter. 
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ADDENDUM A 

GLOSSARY OF TERMS 

assessed value  Assessed value applies in ad valorem 
taxation and refers to the value of a property according to 
the tax rolls. Assessed value may not conform to market 
value, but it is usually calculated in relation to a market 
value base. †  

cash equivalency  The procedure in which the sale prices of 
comparable properties sold with atypical financing are 
adjusted to reflect typical market terms. 

contract, coupon, face, or nominal rent  The nominal rent 
payment specified in the lease contract. It does not reflect 
any offsets for free rent, unusual tenant improvement 
conditions, or other factors that may modify the effective 
rent payment. 

coupon rent   
See  Contract, Coupon, Face, or Nominal Rent 

effective rent  1) The rental rate net of financial concessions 
such as periods of no rent during a lease term; may be 
calculated on a discounted basis, reflecting the time value 
of money, or on a simple, straight-line basis. ‡  2) The 
economic rent paid by the lessee when normalized to 
account for financial concessions, such as escalation 
clauses, and other factors. Contract, or normal, rents must 
be converted to effective rents to form a consistent basis 
of comparison between comparables. 

excess land  In regard to an improved site, the land not 
needed to serve or support the existing improvement. In 
regard to a vacant site or a site considered as though 
vacant, the land no needed to accommodate the site’s 
primary highest and best use. Such land may be 
separated from the larger site and have its own highest 
and best use, or it may allow for future expansion of the 
existing or anticipated improvement. See also surplus 
land. ‡ 

face rent 
See  Contract, Coupon, Face, or Nominal Rent 

fee simple estate  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. ‡ 

floor area ratio (FAR)  The relationship between the above-
ground floor area of a building, as described by the 
building code, and the area of the plot on which it stands; 
in planning and zoning, often expressed as a decimal, e.g., 
a ratio of 2.0 indicates that the permissible floor area of a 
building is twice the total land area; also called building-to-
land ratio. ‡ 

full service lease  A lease in which rent covers all operating 
expenses. Typically, full service leases are combined with 
an expense stop, the expense level covered by the 
contract lease payment. Increases in expenses above the 
expense stop level are passed through to the tenant and 
are known as expense pass-throughs. 

going concern value  Going concern value is the value of a 
proven property operation. It includes the incremental 
value associated with the business concern, which is 
distinct from the value of the real estate only. Going 
concern value includes an intangible enhancement of the 
value of an operating business enterprise which is 
produced by the assemblage of the land, building, labor, 
equipment, and marketing operation. This process creates 
an economically viable business that is expected to 
continue. Going concern value refers to the total value of a 
property, including both real property and intangible 
personal property attributed to the business value. † 

gross building area (GBA)  The sum of all areas at each floor 
as measured to the exterior walls. 

insurable value  Insurable Value is based on the 
replacement and/or reproduction cost of physical items 
that are subject to loss from hazards. Insurable value is 
that portion of the value of an asset or asset group that is 
acknowledged or recognized under the provisions of an 
applicable loss insurance policy. This value is often 
controlled by state law and varies from state to state. † 

investment value  Investment value is the value of an 
investment to a particular investor based on his or her 
investment requirements. In contrast to market value, 
investment value is value to an individual, not value in the 
marketplace. Investment value reflects the subjective 
relationship between a particular investor and a given 
investment. When measured in dollars, investment value is 
the price an investor would pay for an investment in light of 
its perceived capacity to satisfy his or her desires, needs, 
or investment goals. To estimate investment value, 
specific investment criteria must be known. Criteria to 
evaluate a real estate investment are not necessarily set 
down by the individual investor; they may be established 
by an expert on real estate and its value, that is, an 
appraiser. † 

leased fee 
See leased fee estate 

leased fee estate  An ownership interest held by a landlord 
with the right 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.‡ 

leasehold 
See leasehold estate 

leasehold estate  The 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.‡ 

load factor  The amount added to usable area to calculate 
the rentable area. It is also referred to as a “rentable add-
on factor” which, according to BOMA, “is computed by 
dividing the difference between the usable square footage 
and rentable square footage by the amount of the usable 
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area. Convert the figure into a percentage by multiplying 
by 100. 

market rent  The most probable rent that a property should 
bring in a competitive and open market reflecting all 
conditions and restrictions of the specified lease 
agreement including term, rental adjustment and 
revaluation, permitted uses, use restrictions, and expense 
obligations. ‡ 

market value  Market value is one of the central concepts of 
the appraisal practice.  Market value is differentiated from 
other types of value in that it is created by the collective 
patterns of the market. 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) A reasonable time is allowed for exposure in 
the open market;  2) Both parties are well informed or well 
advised, and acting in what they consider their own best 
interests;  3) Buyer and seller are typically motivated;  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.§ 

marketing period  The time it takes an interest in real 
property to sell on the market subsequent to the date of an 
appraisal. ‡ 

net lease  Lease in which all or some of the operating 
expenses are paid directly by the tenant. The landlord 
never takes possession of the expense payment. In a 
Triple Net Lease all operating expenses are the 
responsibility of the tenant, including property taxes, 
insurance, interior maintenance, and other miscellaneous 
expenses. However, management fees and exterior 
maintenance are often the responsibility of the lessor in a 
triple net lease. A modified net lease is one in which some 
expenses are paid separately by the tenant and some are 
included in the rent. 

net rentable area (NRA)  1) The area on which rent is 
computed. 2) The Rentable Area of a floor shall be 
computed by measuring to the inside finished surface of 
the dominant portion of the permanent outer building walls, 
excluding any major vertical penetrations of the floor. No 
deductions shall be made for columns and projections 
necessary to the building. Include space such as 
mechanical room, janitorial room, restrooms, and lobby of 
the floor. *  

nominal rent 
See  Contract, Coupon, Face, or Nominal Rent 

occupancy rate  The relationship or ratio between the 
income received from the rented units in a property and 
the income that would be received if all the units were 
occupied.‡ 

prospective future value “upon completion of construction”  
Prospective future value “upon completion of construction” 

is the prospective value of a property on the future date 
that construction is completed, based upon market 
conditions forecast to exist, as of that completion date. The 
value estimate at this stage is stated in current dollars 
unless otherwise indicated. 

prospective future value “upon reaching stabilized 
occupancy”  Prospective future value “upon reaching 
stabilized occupancy” is the prospective value of a 
property at a future point in time when all improvements 
have been physically constructed and the property has 
been leased to its optimum level of long-term occupancy. 
The value estimate at this stage is stated in current dollars 
unless otherwise indicated. 

reasonable exposure time  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; 
a retrospective estimate based upon an analysis of past 
events assuming a competitive and open market. ††  

rent 
See  
full service lease 
net lease 
market rent 
contract, coupon, face, or nominal rent 
effective rent 

shell space  Space which has not had any interior finishing 
installed, including even basic improvements such as 
ceilings and interior walls, as well as partitions, floor 
coverings, wall coverings, etc.. 

surplus land  Land not necessary to support the highest and 
best use of the existing improvement but, because of 
physical limitations, building placement, or neighborhood 
norms, cannot be sold off separately. Such land may or 
may not contribute positively to value and may or may not 
accommodate future expansion of an existing or 
anticipated improvement. See also excess land. ‡ 

usable area  1) The area actually used by individual tenants. 
2) The Usable Area of an office building is computed by 
measuring to the finished surface of the office side of 
corridor and other permanent walls, to the center of 
partitions that separate the office from adjoining usable 
areas, and to the inside finished surface of the dominant 
portion of the permanent outer building walls. Excludes 
areas such as mechanical rooms, janitorial room, 
restrooms, lobby, and any major vertical penetrations of a 
multi-tenant floor. * 
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use value  Use value is a concept based on the productivity 
of an economic good. Use value is the value a specific 
property has for a specific use. Use value focuses on the 
value the real estate contributes to the enterprise of which 
it is a part, without regard to the property’s highest and 
best use or the monetary amount that might be realized 
upon its sale. † 

value appraised  During the real estate development 
process, a property typically progresses from a state of 
unimproved land to construction of improvements to 
stabilized occupancy. In general, the market value 
associated with the property increases during these stages 
of development. After reaching stabilized occupancy, 
ongoing forces affect the property during its life, including 
a physical wear and tear, changing market conditions, etc. 
These factors continually influence the property’s market 
value at any given point in time.  
See also 
market value “as is” on the appraisal date 
market value “as if complete” on the appraisal date 
prospective future value “upon completion of construction” 
prospective future value “upon reaching stabilized 

occupancy” 

                                                 
† The Appraisal of Real Estate, Twelfth Edition, Appraisal 
Institute, 2001. 

‡ The Dictionary of Real Estate Appraisal, Fourth Edition, 
2002. 

§ The Office of the Comptroller of the Currency, 12 CFR Part 
34, Subpart C, 34.42(f), August 24, 1990. This definition is 
compatible with the definition of market value contained in 
The Dictionary of Real Estate Appraisal, Third Edition, and 
the Uniform Standards of Professional Appraisal Practice 
adopted by the Appraisal Standards Board of The Appraisal 
Foundation, 1992 edition. This definition is also compatible 
with the OTS, RTC, FDIC, NCUA, and the Board of 
Governors of the Federal Reserve System definition of 
market value. 

* 2000 BOMA Experience Exchange Report, 
Income/Expense Analysis for Office Buildings (Building 
Owners and Managers Association, 2000) 

†† Statement on Appraisal Standard No. 6, Appraisal 
Standards Board of The Appraisal Foundation, September 
19, 1992. 



 ADDENDUM  

 

ADDENDUM B 

COMPARABLE LAND SALES 

 



 ADDENDUM  

 

LAND COMPARABLE ONE 

 



 ADDENDUM  

 

 

 



 ADDENDUM  

 

LAND COMPARABLE TWO 

 

 

 



 ADDENDUM  

 

LAND COMPARABLE THREE 

 

 



 ADDENDUM  

 

LAND COMPARABLE FOUR 

 



 ADDENDUM  

 

 

 

LAND COMPARABLE FIVE 

 



 ADDENDUM  

 

  

 



 ADDENDUM 

 

ADDENDUM C 
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