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REAL ESTATE ADVISORY, LLC. 
 
November 7, 2018 
 
FMC Lending, Inc. 
380 Beach Road, Suite D 
Burlingame, CA, 94010 
 
 
 

Re: Appraisal Report, Real Estate Appraisal 
 
11011 Garfield Place, South Gate, Los Angeles County, CA, 90280 
 
File Name: RE180541 

 
Dear Sir/Madam, 
 
At your request, we have prepared an appraisal for the above-referenced property, which may be 
briefly described as follows:  
 
The subject property comprises one, 1-story, metal frame and masonry, industrial building, on a 
±17,981 SF, mostly rectangular parcel, based on public record. 
 
The GBA for the subject building improvements is 5,280 SF, according to public record, and 
according to appraisers’ measurements. 
 
The measurements and improvements sketch supplied in the appraisal report are for appraiser 
purposes of comparison to the comparable sales analyzed in the Sales Comparison Analysis. The 
supplied sketch is not an architectural rendering of the subject building improvements and is not to 
be considered as such, as the appraiser is not a licensed architect. The gross building area stated in 
the report may or may not agree with the GBA published by the tax assessor, CoStar, the MLS or the 
builder for the subject. 
 
The subject contains ±1,344 SF of office area, per appraisers’ measurements, equivalent to ±25% of 
the GBA. 
 
The subject property is currently tenant-occupied. The current use is auto body shop. 
 
The subject contains a spray booth with an area of ±398 SF; the spray booth was installed by the 
tenant and would leave with the tenant in the event of termination of tenancy, based on a 
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conversation with the tenant. Therefore, the spray booth has not been considered in the value 
conclusion of this report. 
This appraisal report was prepared with the intent to conform with Federal Reserve Board, Federal 
Regulation 12 CFR 564, the Uniform Standards of Professional Practice (USPAP) as provided by 
the Appraisal Foundation, and the federal bank regulating agencies, Title XI of the Federal Financial 
Institution Reform, Recovery and Enforcement Act (FIRREA) and Standard Appraisal Policies and 
Procedures. In addition, this report complies with the Code of Professional Ethics and Standards of 
Professional Practice of the Appraisal Institute, applicable state regulations, and the appraisal 
guidelines. Also, the appraiser has not relied on conclusions which are based on characteristics 
related to race, color, religion, national origin, gender, marital status, familial status, age, receipt of 
public assistance income, handicap, or group homogeneity. 
 
To report the assignment results, we use the appraisal report option of Standards Rule 2-2(a) of 
USPAP. Accordingly, this report contains summary discussions of the data, reasoning, and analyses 
which are used in the appraisal process, while supporting documentation is retained in our work file. 
The depth of discussion contained in this report is specific to the needs of the intended user and 
intended use of the appraisal. 
 
The purpose of the appraisal is to develop an opinion of the Current “As Is” Market Value of the 
Leased Fee interest of the subject property.  
 
The intended use of this report is for the sole and exclusive use of the intended users to assist in 
business, credit and lending decisions. This report is not intended for any other use.  
 
The intended user of this report is the client, FMC Lending, Inc. Use of this report by others is not 
intended by the appraiser. 
 
Please reference page 19 of this report for important information regarding the scope of research and 
analysis for this appraisal, including property identification, inspection, highest and best use analysis 
and valuation methodology. 
 
We certify that we have no present or contemplated future interest in the property beyond this 
estimate of value.  
 
The appraisers have not performed any prior services regarding the subject within the previous three 
years of the appraisal date.  
 
Your attention is directed to the Limiting Conditions and Assumptions section of this report (page 
17). Acceptance of this report constitutes an agreement with these conditions and assumptions. In 
particular, we note the following:  
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Hypothetical Conditions: 
 

• None 

Extraordinary Assumptions: 
An extraordinary assumption is an assumption, directly related to a specific assignment, which, if 
found to be false, could alter the appraiser’s opinions or conclusions. 

 
Extraordinary assumptions presume as fact otherwise uncertain information 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. (USPAP, 2010-2011 
ed.) (Dictionary, 5th Edition) 

Extraordinary Assumptions: 
 

• Personal property has not been considered in this appraisal.  
 

• The property at the time of inspection had a paint booth. No environmental (Phase I) 
or geotechnical reports were provided for review. We assume the site is to be free or 
any environmental hazards and that the land is suitable, from a geotechnical 
standpoint (soils), for the existing development.  

 
 

Based on the appraisal described in the accompanying report, subject to the Limiting Conditions and 
Assumptions, Extraordinary Assumptions and Hypothetical Conditions (if any), we have made the 
following value conclusion(s): 
 
Current “As Is” Market Value: 
 
The “As Is” market value of the Leased Fee estate of the property, as of October 17, 2018, is  
 
Eight Hundred Fifty Five Thousand Dollars ($855,000) 
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Exposure time is the estimated length of time the property interest being appraised would have been 
offered on the market prior to the hypothetical consummation of a sale at market value on the 
effective date of the appraisal; a retrospective estimate based on an analysis of past events assuming 
a competitive and open market.” 
 
Source: The Dictionary of Real Estate, 5th Edition (Appraisal Institute, 2009)  
 
The market exposure time in the 24 months preceding October 17, 2018, for industrial buildings up 
to 10,000 SF, within a 5-mile radius of the subject property, would have been approximately 1 to 11 
months. In addition, a typical marketing period for the subject in its “As Is” condition is also 
estimated to be 1 to 11 months, which is considered reasonable for the subject property, in our 
opinion. 
 
 
Respectfully submitted, 
Real Estate Advisory, LLC. 
 

   
 
       
Tim Thibodeaux, CGA 
California-AG009087 
Expiration date 
January 5, 2019 

Jason Doherty, AT 
California-3003185 
Expiration date  
June 24, 2019 
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Summary of Important Facts and Conclusions 
GENERAL 

Subject: 
 
 

11011 Garfield Place, South Gate, CA, 90280 
 
The subject property comprises one, 1-story, metal frame and 
masonry, industrial building, on a ±17,981 SF, mostly 
rectangular parcel, based on public record. 
 
The GBA for the subject building improvements is 5,280 SF, 
according to public record, and according to appraisers’ 
measurements. 
 
The measurements and improvements sketch supplied in the 
appraisal report are for appraiser purposes of comparison to the 
comparable sales analyzed in the Sales Comparison Analysis. 
The supplied sketch is not an architectural rendering of the 
subject building improvements and is not to be considered as 
such, as the appraiser is not a licensed architect. The gross 
building area stated in the report may or may not agree with the 
GBA published by the tax assessor, CoStar, the MLS or the 
builder for the subject. 
 
The subject contains ±1,344 SF of office area, per appraisers’ 
measurements, equivalent to ±25% of the GBA. 
 
The subject property is currently tenant-occupied. The current 
use is auto body shop. 
 
The subject contains a spray booth with an area of ±398 SF; the 
spray booth was installed by the tenant and would leave with the 
tenant in the event of termination of tenancy, based on a 
conversation with the tenant. Therefore, the spray booth has not 
been considered in the value conclusion of this report. 
 

Owner: 
 

Carlos A. Salas and Rossana Salas husband and wife as Trustees 
of the Salas Family Trust 
 

Legal Description:  
 
Assessor’s Parcel 
No.: 

See attached Addenda 
 
 
6234-007-008 
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Date of Report: 
 

November 7, 2018 

Intended Use: 
 

The intended use of this report is for the sole and exclusive use 
of the intended users to assist in business, credit and lending 
decisions. This report is not intended for any other use. 
 

Intended User(s): 
 

The intended user of this report is the client, FMC Lending, Inc. 
Use of this report by others is not intended by the appraiser.. 
 

Sale History: The subject property has not sold in the last three years. 
 
Current Listing/Contract(s): 
 
 

The subject property is not currently listed for sale. 
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Transaction History 
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Exposure Time 
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Land: 
 

Land Summary
Parcel ID Gross Land 

Area (Acres)
Gross Land 

Area (Sq Ft)
Usable Land 

Area (Acres)
Usable Land 
Area (Sq Ft)

Topography Shape

6234-007-008 0.41 17,981 0.41 17,981 Level Mostly Rectangular
Totals 0.41 17,981 0.41 17,981 0  

 
Improvements: 

 
Building Summary

Building Name/ID Year Built Condition Number of 
Stories

Gross Building 
Area

Rentable Area

11011 Garfield Place 1948/1954 Average 1.0 5,280 5,280
Totals 5,280 5,280  
 
Zoning: 
 

 
M2 – Light Manufacturing, Hollydale Village Specific Plan 
 

Highest and Best Use  
of the Site: 
 

Industrial 

Highest and Best Use 
as Improved: 
 

Industrial 

Type of Value: Market Value 
 

VALUE INDICATIONS 
Land Value: N/A   
Cost Approach: 
 

N/A   

Sales Comparison Approach: $825,000 
 

  

Income Approach: 
Direct Capitalization 

 
$855,000 

  

    
    

Reconciled Value(s): As Is As Complete As Stabilized 
Value Conclusion(s) $855,000 

 
 

N/A N/A 

Effective Date (s) October 17, 2018   
Property Rights Leased Fee   



 

   REAL ESTATE ADVISORY, LLC. 
 

177 Riverside Ave Ste A #1883 
Newport Beach, CA, 92663 

 

  16 
 

Definition of Market Value 
Market value means the most probable price which a property should bring in a competitive and 
open market under all conditions requisite to a fair sale, the buyer and seller each acting 
prudently and knowledgeably, and assuming the price is not affected by undue stimulus. Implicit 
in this definition is the consummation of a sale as of a specified date and the passing of title from 
seller to buyer under conditions whereby: 
 
(1) Buyer and seller are typically motivated; 
 
(2) Both parties are well informed or well advised, and acting in what they consider their own 
best interests; 
 
(3) A reasonable time is allowed for exposure in the open market; 
 
(4) Payment is made in terms of cash in U.S. dollars or in terms of financial arrangements 
comparable thereto; and 
 
(5) The price represents the normal consideration for the property sold unaffected by special or 
creative financing or sales concessions granted by anyone associated with the sale. 
 
 Source: Code of Federal Regulations, CFR › Title 12 › Chapter I › Part 34 › Subpart C › Section 34.42 

Definition of As Is Market Value 
As is market value is defined as, “The estimate of the market value of real property in its current 
physical condition, use, and zoning as of the appraisal’s effective date.” 
 
Source: Appraisal Institute, The Dictionary of Real Estate Appraisal, 6th ed. (Chicago: Appraisal Institute, 2015); also, Interagency Appraisal and 
Evaluation Guidelines, Federal Register, 75 FR 77449, December 10, 2010, page 77471 

Definition of Property Rights Appraised 
Fee simple interest is defined as, “Absolute ownership unencumbered by any other interest or estate, 
subject only to the limitations imposed by the governmental powers of taxation, eminent domain, 
police power, and escheat.” 
 
Source: Appraisal Institute, The Dictionary of Real Estate Appraisal, 6th ed. (Chicago: Appraisal Institute, 2015) 
 
 
Leased fee interest is defined as, “A freehold (ownership interest) where the possessory interest 
has been granted to another party by creation of a contractual landlord-tenant relationship (i.e., a 
lease).” Lease is defined as: “A contract in which rights to use and occupy land or structures are 
transferred by the owner to another for a specified period of time in return for a specified rent.” 
 
Source: Appraisal Institute, The Dictionary of Real Estate Appraisal, 6th ed. (Chicago: Appraisal Institute, 2015) 
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Limiting Conditions and Assumptions 

Acceptance of and/or use of this report constitutes acceptance of the following limiting conditions 
and assumptions; these can only be modified by written documents executed by both parties. 
 
This appraisal is to be used only for the purpose stated herein.  While distribution of this appraisal in 
its entirety is at the discretion of the client, individual sections shall not be distributed; this report is 
intended to be used in whole and not in part. 
 
No part of this appraisal, its value estimates or the identity of the firm or the appraiser(s) may be 
communicated to the public through advertising, public relations, media sales, or other media. 
 
All files, work papers and documents developed in connection with this assignment are the property 
of Real Estate Advisory, LLC.. Information, estimates and opinions are verified where possible, but 
cannot be guaranteed. Plans provided are intended to assist the client in visualizing the property; no 
other use of these plans is intended or permitted. 
 
No hidden or unapparent conditions of the property, subsoil or structure, which would make the 
property more or less valuable, were discovered by the appraiser(s) or made known to the 
appraiser(s). No responsibility is assumed for such conditions or engineering necessary to discover 
them.  Unless otherwise stated, this appraisal assumes there is no existence of hazardous materials or 
conditions, in any form, on or near the subject property. 
 
Unless otherwise stated in this report, the existence of hazardous substances, including without 
limitation asbestos, polychlorinated biphenyl, petroleum leakage, or agricultural chemicals, which 
may or may not be present on the property, was not called to the attention of the appraiser, nor did 
the appraiser become aware of such during the appraiser’s inspection. The appraiser has no 
knowledge of the existence of such materials on or in the property unless otherwise stated. The 
appraiser, however, is not qualified to test for such substances. The presence of such hazardous 
substances may affect the value of the property. The value opinion developed herein is predicated on 
the assumption that no such hazardous substances exist on or in the property or in such proximity 
thereto, which would cause a loss in value. No responsibility is assumed for any such hazardous 
substances, nor for any expertise or knowledge required to discover them.  
 
Unless stated herein, the property is assumed to be outside of areas where flood hazard insurance is 
mandatory.  Maps used by public and private agencies to determine these areas are limited with 
respect to accuracy.  Due diligence has been exercised in interpreting these maps, but no 
responsibility is assumed for misinterpretation. 
 
Good title, free of liens, encumbrances and special assessments is assumed. No responsibility is 
assumed for matters of a legal nature.  
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Necessary licenses, permits, consents, legislative or administrative authority from any local, state or 
Federal government or private entity are assumed to be in place or reasonably obtainable. 
 
It is assumed there are no zoning violations, encroachments, easements or other restrictions which 
would affect the subject property, unless otherwise stated. 
 
The appraiser(s) are not required to give testimony in Court in connection with this appraisal.  If the 
appraisers are subpoenaed pursuant to a court order, the client agrees to pay the appraiser(s) Real 
Estate Advisory, LLC.’s regular per diem rate plus expenses. 
 
Appraisals are based on the data available at the time the assignment is completed.  
Amendments/modifications to appraisals based on new information made available after the 
appraisal was completed will be made, as soon as reasonably possible, for an additional fee.  
 
Americans with Disabilities Act (ADA) of 1990 
A civil rights act passed by Congress guaranteeing individuals with disabilities equal opportunity in 
public accommodations, employment, transportation, government services, and telecommunications. 
Statutory deadlines become effective on various dates between 1990 and 1997. Real Estate 
Advisory, LLC. has not made a determination regarding the subject’s ADA compliance or non-
compliance. Non-compliance could have a negative impact on value, however this has not been 
considered or analyzed in this appraisal.  
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Scope of Work 
According to the Uniform Standards of Professional Appraisal Practice, it is the appraiser’s 
responsibility to develop and report a scope of work that results in credible results that are 
appropriate for the appraisal problem and intended user(s). Therefore, the appraiser must identify 
and consider: 
 
       ● the client and intended users; 
       ● the intended use of the report;        
       ● the type and definition of value;        
       ● the effective date of value; 
       ● assignment conditions; 
       ● typical client expectations; and       
       ● typical appraisal work by peers for similar assignments. 
 
This appraisal is prepared for FMC Lending, Inc.. The problem to be solved is to estimate the current 
'As Is' market value for financing purposes.  
 
The intended use of this report is for the sole and exclusive use of the intended users to assist in 
business, credit and lending decisions. This report is not intended for any other use.  
 
The intended user of this report is the client, FMC Lending, Inc. Use of this report by others is not 
intended by the appraiser.. 
 
SCOPE OF WORK 
Report Type: This is an Appraisal Report as defined by Uniform 

Standards of Professional Appraisal Practice under 
Standards Rule 2-2(a). This format provides a summary 
or description of the appraisal process, subject and 
market data and valuation analyses.   
 

Property Identification:  The subject has been identified by the legal description 
and the assessors' parcel number. 
 

Inspection:  A complete interior and exterior inspection of the subject 
property has been made, and photographs taken. 
 

Market Area and Analysis of 
Market Conditions: 
 

 
A complete analysis of market conditions has been 
made. 
 

Highest and Best Use Analysis: A complete as vacant and as improved highest and best 
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 use analysis for the subject has been made. Physically 
possible, legally permissible and financially feasible uses 
were considered, and the maximally productive use was 
concluded. 
 

Type of Value: Market Value 
 

Valuation Analyses  
Cost Approach: 
 
 
 

A cost approach was not applied as the age of the 
improvements makes the depreciation difficult to 
accurately measure. 

Sales Comparison Approach: 
 
 
 

A sales approach was applied as there is adequate data to 
develop a value estimate and this approach reflects 
market behavior for this property type. 

Income Approach:  
 
 

 
Significant Real Property 
Appraisal Assistance: 

 
 
 

An income approach was applied, as the subject is an 
income-producing property and there is adequate data to 
develop a value estimate with this approach. 
 
 
Jason Doherty, Trainee License # 3003185, expiration 
date June 24, 2019, provided significant real property 
appraisal assistance to the person signing this 
certification, consisting of performing a personal interior 
and exterior  inspection of the property, preliminary 
analysis, data collection, identification and analysis of 
the comparables, the highest and best use analysis, 
application of the approaches to value, final value 
conclusion and report preparation, under the supervision 
of the person signing the report. 
 

Hypothetical Conditions: 
 

• None 
 

Extraordinary Assumptions: 
 

• Personal property has not been considered in this 
appraisal.  
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Market Area Analysis 
Market Area Location and Boundaries 
The County of Los Angeles is the most populous county in both the United States and the state of 
California, the country's most populous state. Its population is larger than that of 42 individual U.S. 
states. It has 88 incorporated cities and many unincorporated areas and, at 4,084 square miles, it is 
larger than the combined areas of the U.S. states of Delaware and Rhode Island. The county is home 
to more than a quarter of California residents and is one of the most ethnically diverse counties in the 
U.S. Its county seat, the City of Los Angeles, is also its most populous city at about four million. 
 
According to the County of Los Angeles, https://www.lacounty.gov/government/geography-
statistics/statistics, the county has an area of 4,084 square miles. Los Angeles County borders 70 
miles of coast on the Pacific Ocean and encompasses mountain ranges, valleys, forests, islands, 
lakes, rivers, and desert. The Los Angeles River, Rio Hondo, the San Gabriel River and the Santa 
Clara River flow in Los Angeles County, while the primary mountain ranges are the Santa Monica 
Mountains and the San Gabriel Mountains. The western extent of the Mojave Desert begins in the 
Antelope Valley, in the northeastern part of the county. 
 
According to the US Census Bureau, the population of Los Angeles County was 9,818,605, as of the 
2010 census. The current population is estimated to be 10,241,335, according to the County of Los 
Angeles, https://www.lacounty.gov/government/geography-statistics/statistics. Most of the 
population of Los Angeles County is located in the south and southwest, with major population 
centers in the Los Angeles Basin, San Fernando Valley and San Gabriel Valley. Other population 
centers are found in the Santa Clarita Valley, Pomona Valley, Crescenta Valley and Antelope 
Valley. 
 
Los Angeles County includes San Clemente Island and Santa Catalina Island, which are part of the 
Channel Islands archipelago off the Pacific Coast. 

Major Employers 
According to http://www.laalmanac.com, major employers in Los Angeles County, as of 2017, 
include: 
 
County of Los Angeles      108,500 
Los Angeles Unified School District     90,800 
University of California, Los Angeles    63,500 
City of Los Angeles (including DWP)    61,900 
Federal Government (non-Defense Dept.)*    43,900 
Kaiser Permanente       36,400 
State of California (non-education)     30,000 
University of Southern California     20,100 

http://www.laalmanac.com/
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Northrop Grumman Corp.      16,600 
Providence Health & Services     15,200 
Target Corp.        15,000 
Ralphs / Food 4 Less (Kroger Co.)     14,900 
Los Angeles Community College District    14,300 
Albertsons / Vons / Pavilions      13,000 
Walt Disney Co.       13,000 
Long Beach Unified School District     12,800 
Los Angeles County Metropolitan Transportation Authority  12,000 
Bank of America       12,500 
Cedars-Sinai Medical Center      12,200 
NBCUniversal        12,000 

Market Area and Property Characteristics 
South Gate is the 17th largest city in Los Angeles County, California, with 7.4 square miles. It is 
located 7 miles southeast of Downtown Los Angeles, and is part of the Gateway Cities region of 
southeastern Los Angeles County. 
 
The estimated population, as of July 2017, was 95,430. The city was incorporated on January 20, 
1923, and it became known as the "Azalea City" when it adopted the flower as its symbol in 
1965. 
 
In 1990, South Gate was one of ten US communities to receive the All-America City Award 
from the National Civic League. According to the United States Census Bureau, the city has a 
total area of 7.4 square miles. 7.2 square miles of it is land and 0.1 square miles of it is water. 
The total area is 1.59% water. 
 
The Los Angeles River runs through the eastern part of South Gate. 

Climate 
South Gate has a semi-arid Mediterranean climate with mild winters and hot, dry summers. The 
average annual precipitation is 14.8 inches per year with most occurring between November and 
April. Temperatures range from a low of 40 °F to a high of 110 °F. 

Economy 
South Gate was the location of a General Motors automobile manufacturing facility called South 
Gate Assembly which was built in 1936. Originally built to manufacture Buick, Oldsmobile, and 
Pontiac vehicles, it was converted to war production after 1940, and was the primary supplier of 
aircraft engines for the B-24 Liberator, Douglas C-47 Skytrain, and the Douglas C-54 Skymaster, 
as the Douglas and Consolidated companies has aircraft manufacturing facilities in Long Beach 
and San Diego.  
 



 

   REAL ESTATE ADVISORY, LLC. 
 

177 Riverside Ave Ste A #1883 
Newport Beach, CA, 92663 

 

  23 
 

During the 1950s, it was GM's highest producing facility. The plant was closed in 1982 and is 
now the location of South East High School as of 2005. 
 
South Gate's commercial activity is concentrated in the following zones: 
 
Tweedy Mile (on Tweedy Blvd. from Alameda St to Atlantic Ave.) 
Firestone Blvd. (from Alameda St. to Garfield Ave.) 
El Paseo (Corner of Firestone Blvd. and Garfield Ave.) 
Hollydale (on Garfield Ave. from I-105 to Imperial Hwy.) 

Infrastructure 
Roads 
Interstate 710 
Imperial Highway 
 
Buses 
South Gate is served by Metro Local and Metro Rapid buses. The City of South Gate operates 
the Get Around Town Express (GATE) to provide local service. 
 
City parks 
South Gate offers nine city parks. 
 
South Gate Park covers a total of 96.8 acres and is the largest park within the city limits. This 
park is used to carry out most of the Parks and Recreation Department’s community programs. 
There are a total of six different facilities at this park, some of which can be rented out for a 
variety of events. These facilities include the Municipal Auditorium, Girls Club House, 9 hole 
Par 3 Golf Course, Senior Recreation Center, Swim Stadium, and Sports Center. The site also 
features athletic fields, outdoor basketball courts, two playgrounds, tennis courts, a skate park, 
several shaded areas for picnics, and a Jr. Hockey Rink. The park closes at 10:00 pm. 
 
Hollydale Regional Park covers 56.0 acres, has a playground, tennis courts, a baseball field, 
soccer fields, a picnic area (groups of 50+ by reservation only), and an Equestrian Center that is 
also available for rent. The park closes at sunset. 
 
Cesar Chavez Park covers 9.0 acres, has two playgrounds and a pergola. No reservation needed 
for picnics. The park closes at sunset. 
 
Circle Park covers 4.0 acres and is a neighborhood park. It has a small playground, a ball field 
and a grass area. 
 
Hollydale Community Park covers 2.2 acres, it has a playground, outdoor basketball courts, and 
a Community Center. 
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State Street Park covers 0.8 acres and only has a grass fields. is a neighborhood park. 
 
Gardendale Tot Lot covers 0.45 acres, and is a neighborhood park. It has a playground and a 
small grass area. 
 
Triangle Park covers 0.3 acres, has a pergola, a seating area, a bike rack, and a drinking fountain. 
 
Stanford Park covers 0.19 acres and is a neighborhood park. It has a playground and a small 
grass area. 

Education 
Schools located in South Gate include: 18 public (13 elementary, 3 high school and 2 middle 
high school) and two parochial schools. Adult Education classes are conducted at both the junior 
and senior high schools. The City is also served by 3 community colleges (Compton, Cerritos 
and East Los Angeles—main campus and South Gate satellite) and 3 California State 
Universities (Dominguez Hills, Long Beach and Los Angeles.) 
 
Public schools 
Most of South Gate is served by the Los Angeles Unified School District public school system. 
A small section of South Gate is served by the Paramount Unified School District and Downey 
Unified School District. 
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Housing Trends 
The median home value in South Gate is $428,600. South Gate home values have gone up 4.0% over 
the past year and Zillow predicts they will rise 5.7% within the next year.  
 
The median list price per square foot in South Gate is $376, which is lower than the Los Angeles-
Long Beach-Anaheim Metro average of $432. The median price of homes currently listed in South 
Gate is $434,900 while the median price of homes that sold is $436,000. 
 
Source: https://www.zillow.com/, November 2018 
 
The average rent for an apartment in South Gate is $1,157, a 1% increase compared to the previous 
year, when the average rent was $1,140. 
 

https://www.zillow.com/
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Studio apartments in South Gate rent for $923 a month, while 1-bedroom apartments ask on 
average $1,189 a month; the average rent for a 2-bedroom apartment is $1,345. 
 
Source: https://www.rentcafe.com, November 2018 

Income Trends 

 
 
Source: US Census Bureau, November 2018 
 

Unemployment Trends 

The total labor force for the City of South Gate was 43,500, as of September 2018, according to the 
State Employment Development Department. The total number of employed was 41,400, with the 
unemployment rate at 5.0%, slightly above the Los Angeles County rate of 4.8%. 

Land Use Trends 
The subject property is located in a mature suburban neighborhood, approximately 8.0 miles 
southeast of Downtown Los Angeles.  
 
Surrounding uses are a mix of mainly industrial, automotive, retail, single- and multifamily 
residential, and supporting commercial uses. 
 
 

https://www.rentcafe.com/
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Industrial Market Analysis 
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Source: CoStar, November 2018 
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Industrial Submarket Analysis 
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Source: CoStar, November 2018 
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Location Map 
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Aerial Map 
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Aerial Map 
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Property Description 
The subject property comprises one, 1-story, metal frame and masonry, industrial building, on a 
±17,981 SF, mostly rectangular parcel, based on public record. 
 
The GBA for the subject building improvements is 5,280 SF, according to public record, and 
according to appraisers’ measurements. 
 
The measurements and improvements sketch supplied in the appraisal report are for appraiser 
purposes of comparison to the comparable sales analyzed in the Sales Comparison Analysis. The 
supplied sketch is not an architectural rendering of the subject building improvements and is not to 
be considered as such, as the appraiser is not a licensed architect. The gross building area stated in 
the report may or may not agree with the GBA published by the tax assessor, CoStar, the MLS or the 
builder for the subject. 
 
The subject contains ±1,344 SF of office area, per appraisers’ measurements, equivalent to ±25% of 
the GBA. 
 
The subject property is currently tenant-occupied. The current use is auto body shop. 
 
The subject contains a spray booth with an area of ±398 SF; the spray booth was installed by the 
tenant and would leave with the tenant in the event of termination of tenancy, based on a 
conversation with the tenant. Therefore, the spray booth has not been considered in the value 
conclusion of this report. 
 

Land Summary
Parcel ID Gross Land 

Area (Acres)
Gross Land 

Area (Sq Ft)
Usable Land 
Area (Acres)

Usable Land 
Area (Sq Ft)

Topography Shape

6234-007-008 0.41 17,981 0.41 17,981 Level Mostly Rectangular
Totals 0.41 17,981 0.41 17,981 0  
 
 

SITE 
Location: Average 

 
Current Use of the 
Property: 
 

Industrial 
 

Site Size: Total: 0.41 acres; 17,981 square feet 
 
Usable: 0.41 acres; 17,981 square feet 
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Shape: Rectangular 
 

Frontage/Access: 
 

The subject property has average access, with access to the site via 
one curb cut, and frontage as follows: 
 
• Garfield Place: ±100 feet 
 
The subject parcel has an average depth of ±195 feet. It is an interior 
lot. 
 

Visibility: Average 
 

Topography: Level 
 

Soil Conditions: The soil conditions observed at the subject site appear to be 
adequate for development. 

 
Utilities: 
 

Electricity: The site is served by public electricity. 
Sewer: City sewer 
Water: City water 
Natural Gas: City gas 
 
Adequacy: The subject's utilities appear to be typical and adequate 
for the market area. 
 
 

Site Improvements: • Typical landscaping. Subject has a rolling gate front entrance. 
 

Flood Zone: The subject is located in an area mapped by the Federal Emergency 
Management Agency (FEMA). The subject is located in FEMA flood 
zone X500L, which is not classified as a flood hazard area. 
 
FEMA Map Number:  060163-06037C1820F  
FEMA Map Date:  September 26, 2008 
 
Zone X500L - Zone X500 Protected By Levee. X500 - an area 
inundated by 500-year flooding, an area inundated by 100-year 
flooding with average depths of less than 1 foot or with drainage areas 
less than 1 square mile; or an area protected by levees from 100-year 
flooding. Insurance purchase is not required in this zone. 
The appraisers are not experts in this matter and are reporting data 
from FEMA maps and public record. 
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Wetlands/Watershed: No wetlands were observed during our site inspection. 

  
Environmental Issues: 
 

There are no known adverse environmental conditions on the subject 
site. Please reference Limiting Conditions and Assumptions. 

Encumbrance / 
Easements: 
 

 
There no known adverse encumbrances or easements. Please reference 
Limiting Conditions and Assumptions. 
 

Site Comments: The site appears to have average and typical utility. 
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Plat Map 
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IMPROVEMENTS DESCRIPTION 

Development/Property 
Name: 
 

11011 Garfield Place, South Gate, CA 90280 
 

Property Type: Industrial 
 

Overview: The subject property comprises one, 1-story, metal frame and masonry, 
industrial building, on a ±17,981 SF, mostly rectangular parcel, based 
on public record. 
 
The GBA for the subject building improvements is 5,280 SF, according 
to public record, and according to appraisers’ measurements. 
 
The measurements and improvements sketch supplied in the appraisal 
report are for appraiser purposes of comparison to the comparable sales 
analyzed in the Sales Comparison Analysis. The supplied sketch is not 
an architectural rendering of the subject building improvements and is 
not to be considered as such, as the appraiser is not a licensed architect. 
The gross building area stated in the report may or may not agree with 
the GBA published by the tax assessor, CoStar, the MLS or the builder 
for the subject. 
 
The subject contains ±1,344 SF of office area, per appraisers’ 
measurements, equivalent to ±25% of the GBA. 
 
The subject property is currently tenant-occupied. The current use is 
auto body shop. 
 
The subject contains a spray booth with an area of ±398 SF; the spray 
booth was installed by the tenant and would leave with the tenant in the 
event of termination of tenancy, based on a conversation with the 
tenant. Therefore, the spray booth has not been considered in the value 
conclusion of this report. 
 

 
Building Summary

Building Name/ID Year Built Condition Number of 
Stories

Gross Building 
Area

Rentable Area

11011 Garfield Place 1948/1954 Average 1.0 5,280 5,280
Totals 5,280 5,280  
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GENERAL - 11011 GARFIELD PLACE, SOUTH GATE, CA 90280 

Building Identification: 11011 Garfield Place, South Gate, CA 90280 
 

Building Description: 
 

Industrial Building 

Building Class: 
 

S/C 

Construction:  Metal frame and masonry 
 

Construction Quality: Average 
 

Year Built: 1948/1954, per assessor's public record 
 

Renovations: 
 

None known or observed 
 

Actual Age: 
 
Effective Age: 
 
Economic Life: 

64 years 
 
30 years 
 
60 years 
 

Remaining Useful Life: 30 years 
 

Condition: Average 
 

Appeal/Appearance:  
 

Average 

Areas, Ratios & 
Numbers: 
 

Number of Stories: 1.00 
Gross Building Area: 5,280 
Gross Leasable Area: 5,280  
Rentable Area: 5,280 
Number of Units: 1 
 
Building Efficiency Ratio: 100.0% 

 
FOUNDATION, FRAME & EXTERIOR - 11011 GARFIELD PLACE, SOUTH GATE, CA 90280 

Foundation: Concrete slab 
 

Basement/Sublevels: 0 square feet; 0 sublevel(s) 
  
Structural Frame: Metal and masonry 
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Exterior: Metal and masonry 

 
Windows: Aluminum 

 
Roof/Cover: Pitched; flat / Metal; roll composition 

 
Service Access/ 
Overhead Doors: 

 
1 x 16 feet wide, 11 feet high; 
1 x 12 feet wide, 11 feet high; 
1 x 12 feet wide; 10 feet high 

  
INTERIOR - 11011 GARFIELD PLACE, SOUTH GATE, CA 90280 

Interior Layout: 
 

Average 

Floor Cover: Tile, concrete and laminate 
 

Walls: 
 
Ceiling: 
 

Metal and drywall 
 
Acoustic, drywall and metal 

Ceiling Height: 
 

Warehouse area - truss height 11 feet (middle), 9 feet (edge) 
 

Lighting: A mix of fluorescent and incandescent lighting 
  
  
 

MECHANICAL SYSTEMS - 11011 GARFIELD PLACE, SOUTH GATE, CA 90280 
Heating: None 

 
Cooling: None 

 
Electrical: Adequate 

 
Plumbing Condition: Average 

 
Sprinkler: No 
  
 
Security:  None 
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PARKING 

Parking Type and 
Number of Spaces: 

Type: Open paved surface parking 
Spaces: 11 tandem spaces, 12 single spaces 
 
Condition: Average 

Parking Ratio: 4.36 
PROPERTY ANALYSIS 

Design & Functional 
Utility: 
 

Average 

Deferred Maintenance: 
 

There is some deferred maintenance to the subject property. The 
estimated cost to cure is considered to be minimal and is reflected in 
the overall value conclusion in this report.  
 

Capital Improvements: None known or observed 
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Americans With Disabilities Act 
Please reference the Limiting Conditions and Assumptions section of this report on page 18. 

Hazardous Substances 
Please reference the Limiting Conditions and Assumptions section of this report on page 17. 
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Improvements Sketch 
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Subject Photographs 
 

 
 

View of Subject Property 
 
 

 
 

Front View of Subject 
 



 

   REAL ESTATE ADVISORY, LLC. 
 

177 Riverside Ave Ste A #1883 
Newport Beach, CA, 92663 

 

  64 
 

 

 
 

Side View of Subject 
 
 

 
 

Side View of Subject 
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Typical View of Subject Warehouse Area 
 
 

 
 

Typical View of Subject Office Area 
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Typical View of Subject Office Area 
 
 

 
 

View of Typical Bathroom 
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View of Deferred Maintenance 
 
 

 
 

Typical View of Subject Parking Area 
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View of Garfield Place, Looking Northwest 
 
 

 
 

View of Garfield Place, Looking Southeast 
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Assessment and Taxes 
In California, privately held real property is typically assessed at 100% of full cash value (which is 
interpreted to mean market value of the fee simple estate) as determined by the County Assessor. 
Generally, a reassessment occurs only when a property is sold (or transferred), or when new 
construction occurs (as differentiated from replacing existing construction). 
 
Assessments for properties that were acquired before 1975-1976 were stabilized as of the tax year 
1975-1976. Property taxes are limited by state law to 1% of the assessed value plus voter-approved 
obligations and special assessments. If no sale (or transfer) occurs or no new building takes place, 
assessments may not increase more than 2% annually. 
 
Taxes are payable in two equal installments, which become delinquent after December 10 and April 
10 respectively. The following table provides a summary of the current tax data and the effective tax 
rate for the subject according to the County Assessor. 
 
 
Taxing Authority 
 

Los Angeles County 
 

Assessment Year 
 

2018-2019 

 
Real Estate Assessment and Taxes

Tax ID Land Improvements Total Tax Rate Taxes

6234-007-008 $350,549 $61,015 $411,564 1.149088% $5,954
Totals $350,549 $61,015 $411,564 $5,954  

 
According to Ms. Carolyn at the Los Angeles County Auditor-Controller/Treasurer-Tax Collector 
office, (213) 974-2111, the Special Assessments for the subject property are approximately $1,225, 
which are included in the taxes shown in the above table. 
 
There are defaulted taxes for the subject in the amount of approximately $6,912, per the Los Angeles 
County Auditor-Controller/Treasurer-Tax Collector office, https://vcheck.ttc.lacounty.gov.  

https://vcheck.ttc.lacounty.gov/
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Zoning 
 

LAND USE CONTROLS 
Zoning Code 
 

M2 
 

Zoning Description 
 

Light Manufacturing, Hollydale Village Specific Plan 
 

Zoning Density/FAR 
 

Minimum 0.25; maximum 2.0 
 

Actual Density of Use 
 

0.51 

Current Use Legally Conforming 
 

The subject property appears to be legally non-
conforming. We reserve the right to amend the value 
conclusion in this report, should new information be 
provided. 

 
Zoning Change Likely 
 
Zoning Comments 
 

No 
 
Required Building Setbacks: 
 
Primary Frontage 10ft 
Side Street 10ft 

 Interior PL 0ft 
NL/NM Adjacent PL - Industrial/ Manufacturing Uses 
30ft 
NL/NM Adjacent PL - All Other Uses 20ft 
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4.5 Light Manufacturing (M2) Zone 
 
A. Purpose 
In the Specific Plan area, the parcels within the Light Manufacturing (M2) Zone are located just 
south of Imperial Highway and are a part of the larger Imperial Industrial District, as designated 
in the General Plan, which extends to the Los Angeles River to the west and Rio Hondo to the 
north. The M2 Zone is intended to provide for a range of job-producing industrial, commercial, 
and light manufacturing activities, while serving as a transitional zone between the most ntensive 
industrial uses to the north of Imperial Highway and residential uses to the south. The intent of 
the Light Manufacturing (M2) Zone is to implement, and it is consistent with, the 
Manufacturing/ Distribution Place type in the General Plan. 
 
B. Land Use Regulations 
The land use regulations for the Light Manufacturing (M2) Zone contained in Chapter 11.21 
(Land Use Types) of the Comprehensive Zoning Code (CZC) apply to all development in the M2 
Zone in the Hollydale Village Specific Plan area with the following additions and exceptions: 
 
1. Office/Research and Development (R&D) Uses. The following uses shall be conditionally 
permitted in the M2 Zone within the Specific Plan area: 
 
a) Medical Services, Medical/Dental/Holistic 
 
2. Vehicle Sales/Repair Uses. The following uses shall be permitted in the M2 Zone within the 
Specific Plan area: 
 
a) Vehicle Services, Limited Repair 
b) Vehicle Parts Store 
 
The following uses shall be conditionally permitted in the M2 Zone within the Specific Plan 
area: 
 
c) Vehicle Fueling Station, pursuant to Chapter 11.45 (Vehicle Fueling Stations) of the CZC 
d) Vehicle Sales, New 
e) Parking, Fleets 
 
3. Limitations on Use. The following uses are prohibited in the M2 Zone within the Specific Plan 
area: 
 
a) Organic Fertilizer Manufacturer 
b) Outdoor Vending, Kiosks/Carts 
 
C. Development and Design Standards 
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The development provisions for the M2 Zone contained in Chapter 11.24 (Commercial Industrial 
Zones) of the CZC apply to all development in the M2 Zone in the Hollydale Village Specific Plan 
area. The general property standards contained in Chapter 11.30 (General Property Standards) of the 
CZC also apply. 
 
According to the City of South Gate Comprehensive Zoning Code, permitted uses under the M2 
zoning designation include, but are not limited to, the following: 
 
Public/Community Garden (A-P) (3) 
Antenna/Communication Facility 
Fire/Police Substation 
Power Distribution Substation 
Public/Government Building 
Transit Station/Stop (3) 
Office - Business Support Services 
Office - Research & Development 
Banquet Facility/Catering 
Commercial Recreation, Indoor 
Adult-Oriented Establishments 
Ambulance/Patrol/Dispatch Service (6) 
Animal Sales and Services 
Drive-Through Service (7) 
Dry Cleaning/Laundry, Agency 
Food Market/Specialty Market 
Nursery (Plant Cultivation) 
Outdoor Vending, Kiosks/Carts(4) 
Repair, Fix-it Shop/Footwear/Garments 
Restaurant, Dine In and Take Out 
Retail Sales, General 
Vehicle Services, Repair/Storage (3) 
Aircraft/Missile Factory 
Assembly/Bottling/Distribution Plant 
Light Manufacturing 
Bookbinding 
Contractor Office and Services, Full 
Electrical Generating Plant/Peaker Plants (D) 
Foundry, Ferrous and Nonferrous 
Food Processing 
Grinding Shops, Milling 
General Manufacturing/Assembly 
Machine Shop, Limited 
Manufacturing, Light 
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Petroleum Products/Wholesale Storage of Petroleum 
Pumping Plant/Pipe Line Booster 
Punch Press 
 
Vehicle Parts Store – subject to CUP 
 
(3) Limited to second 2nd story or behind ground floor street frontage use with minimum 30-foot depth from face of storefronts. 
(4) Subject to location conditions of Section 11.42.020. 
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Highest and Best Use 
Highest and best use may be defined as the reasonably probable and legal use of vacant land or 
improved property, which is physically possible, appropriately supported, financially feasible, 
and that results in the highest value. 
 
 

1. Legally Permissible: What uses are permitted by zoning and other legal restrictions? 
 

2. Physically Possible: To what use is the site physically adaptable? 
 

3. Financially Feasible: Which possible and permissible use will produce any net return to 
the owner of the site? 

 
4. Maximally Productive.  Among the feasible uses which use will produce the highest net 

return, (i.e., the highest present worth)? 
 

Highest and Best Use of As Vacant 
 
Legally Permissible 
The subject is zoned M2, Light Manufacturing, within the Hollydale Village Specific Plan. The M2 
zoning designations allow for a variety of retail, industrial, automotive service, office, and other 
supporting commercial uses. 
 
Physically Possible 
The site is mostly rectangular, has level topography and utilities are available to site; most 
development would be physically possible. 
 
Financially Feasible and Maximally Productive 
The immediate surrounding uses are a mix of mainly industrial, automotive, retail, single- and 
multifamily residential, and supporting commercial uses. The most feasible use and maximally 
productive use would most likely be a commercial use. 
 
Although a complete feasibility study is beyond the scope of this report, it appears that the highest 
and best use of the site, as vacant, is Industrial. 

Highest and Best Use as Improved 
The site is currently improved with one, 1-story, metal and masonry, industrial building. The current 
use is auto body shop, which appears to be a permitted use. As previously mentioned, a complete 
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feasibility study is beyond the scope of this report. However, based upon our understanding of the 
market, it appears that the highest and best use, as improved, is Industrial use. 
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Valuation Methodology
 
Three basic approaches may be used to arrive at an estimate of market value. They are: 
 

1. The Cost Approach 
2. The Income Approach 
3. The Sales Comparison Approach 

Cost Approach 
The Cost Approach is summarized as follows: 
 

Cost New 
- Depreciation 
+ Land Value 
= Value 

Income Approach 
The Income Approach converts the anticipated flow of future benefits (income) to a present 
value estimate through a capitalization and/or a discounting process. 

Sales Comparison Approach 
The Sales Comparison Approach compares sales of similar properties with the subject 
property. Each comparable sale is adjusted for its inferior or superior characteristics. The 
values derived from the adjusted comparable sales form a range of value for the subject. By 
process of correlation and analysis, a final indicated value is derived. 

Final Reconciliation 
The appraisal process concludes with the Final Reconciliation of the values derived from the 
approaches applied for a single estimate of market value. Different properties require 
different means of analysis and lend themselves to one approach over the others.  

Analyses Applied 
A cost analysis was considered and was not developed because the age of the improvements 
makes the depreciation difficult to accurately measure. 
 
A sales comparison analysis was considered and was developed because there is adequate 
data to develop a value estimate and this approach reflects market behavior for this property 
type.            
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An income analysis was considered and was developed because, the subject is an income-
producing property and there is adequate data to develop a value estimate with this approach. 
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Sales Comparison Approach 
The Sales Comparison Approach is based on the premise that a buyer would pay no more for 
a specific property than the cost of obtaining a property with the same quality, utility, and 
perceived benefits of ownership.  It is based on the principles of supply and demand, 
balance, substitution and externalities. The following steps describe the applied process of 
the Sales Comparison Approach. 
 
The market in which the subject property competes is investigated; comparable sales, 
contracts for sale and current offerings are reviewed. 
 
The most pertinent data is further analyzed, and the quality of the transaction is determined. 
 
The most meaningful unit of value for the subject property is determined. 
 
Each comparable sale is analyzed and where appropriate, adjusted to equate with the subject 
property.  
 
The value indication of each comparable sale is analyzed, and the data reconciled for a final 
indication of value via the Sales Comparison Approach. 
 

Comparables 
We have researched six comparables for this analysis; these are documented on the following 
pages followed by a location map and analysis grid. All sales have been researched through 
numerous sources, inspected and verified by a party to the transaction where possible. 
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Comp Address Grantor Price Price Per SF Year Built
Comp City Grantee Date GBA Construction

Subject 11011 Garfield 
Place

N/A -- -- 1948/1954

Subject South Gate N/A N/A 5,280 Metal frame and 
masonry

1 11518 Center Street Casey Family Trust $650,000 $254.90 1968

1 South Gate Raul Valera 5/11/2018 2,550 Concrete 
block/masonry

2 2830-2860 Norton 
Avenue

Edr Properties Llc $752,000 $122.08 1948

2 Lynwood 10501 Eastborne 
Avenue Llc

4/17/2017 6,160 Metal

3 10614 Dolores 
Avenue

Jiwani Family Trust $440,000 $110.00 1951

3 South Gate AVALON 15 LLC 2/16/2017 4,000 Metal

4 11005 Garfield 
Place

Efurd John W Iii 
Trust

$650,000 $79.74 1957

4 South Gate Carlos A Salas 3/22/2017 8,152 Metal and 
masonry

5 6013-6015 State 
Street

RUSH ANTHONY 
A

$594,000 $151.92 1946

5 Huntington Park RESIDENTTEA 
LLC

1/25/2018 3,910 Metal and 
masonry siding

6 8400-8414 Otis 
Street

LEEK RUSSELL J 
(TE) & NOREEN 

$1,000,000 $301.11 1949

6 South Gate Active Active 3,321 Metal
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ID 4211 Date 5/11/2018
Address 11518 Center Street Price $650,000
City South Gate Price Per SF $254.90
State CA Transaction Type Closed Sale
Tax ID 6243-021-016 Financing Cash
Grantor Casey Family Trust Property Rights Fee Simple
Grantee Raul Valera Days on Market NA
Legal Description NA Comm Lease Notes NA

Acres 0.2 Topography Level
Land SF 9,760 Zoning M3
Road Frontage NA Flood Zone NA
Shape Irregular Encumbrance or NA
Utilities NA Environmental Issues NA

Source For SF Area NA PGI NA
Rentable Area NA EGI NA
No. of Units NA Expense Ratio NA
Year Built 1968 NOI NA
Renovations NA Cap Rate 0.00%
Condition Average EGIM 0

NA

Site

Comments

Improvements & Financial Data

Transaction

Comparable 1
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ID 4212 Date 4/17/2017
Address 2830-2860 Norton Avenue Price $752,000
City Lynwood Price Per SF $122.08
State CA Transaction Type Closed Sale
Tax ID 6170-016-005 Financing Conventional
Grantor Edr Properties Llc Property Rights Fee Simple
Grantee 10501 Eastborne Avenue Days on Market 151
Legal Description TRACT # 92 1/2 VAC ST Comm Lease Notes NA

Acres 0.3 Topography Level
Land SF 10,933 Zoning NA
Road Frontage NA Flood Zone NA
Shape Rectangular Encumbrance or NA
Utilities NA Environmental Issues NA

Source For SF Area NA PGI NA
Rentable Area NA EGI NA
No. of Units NA Expense Ratio NA
Year Built 1948 NOI NA
Renovations NA Cap Rate 0.00%
Condition Average EGIM 0

Improvements & Financial Data

NA
Comments

Comparable 2

Transaction

Site

 



 

   REAL ESTATE ADVISORY, LLC. 
 

177 Riverside Ave Ste A #1883 
Newport Beach, CA, 92663 

 

 
  82 

ID 4213 Date 2/16/2017
Address 10614 Dolores Avenue Price $440,000
City South Gate Price Per SF $110.00
State CA Transaction Type Closed Sale
Tax ID 6207-034-022 Financing Conventional
Grantor Jiwani Family Trust Property Rights Fee Simple
Grantee AVALON 15 LLC Days on Market 253
Legal Description TRACT NO 7046 LOTS Comm Lease Notes NA

Acres 0.1 Topography Level
Land SF 5,000 Zoning M3
Road Frontage NA Flood Zone NA
Shape Rectangular Encumbrance or NA
Utilities NA Environmental Issues NA

Source For SF Area NA PGI NA
Rentable Area 4,000 EGI NA
No. of Units NA Expense Ratio NA
Year Built 1951 NOI NA
Renovations NA Cap Rate 0.00%
Condition Average EGIM 0

NA

Transaction

Site

Comments

Improvements & Financial Data

Comparable 3
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ID 4214 Date 3/22/2017
Address 11005 Garfield Place Price $650,000
City South Gate Price Per SF $79.74
State CA Transaction Type Closed Sale
Tax ID 6234-007-038 Financing Conventional
Grantor Efurd John W Iii Trust Property Rights Fee Simple
Grantee Carlos A Salas Days on Market 71
Legal Description Lengthy description - on Comm Lease Notes NA

Acres 0.4 Topography Level
Land SF 15,800 Zoning NA
Road Frontage NA Flood Zone NA
Shape Mostly Rectangular Encumbrance or NA
Utilities NA Environmental Issues NA

Source For SF Area NA PGI NA
Rentable Area NA EGI NA
No. of Units NA Expense Ratio NA
Year Built 1957 NOI NA
Renovations NA Cap Rate 0.00%
Condition Average EGIM 0

Transaction

Comments

Site

NA

Improvements & Financial Data

Comparable 4
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ID 4215 Date 1/25/2018
Address 6013-6015 State Street Price $594,000
City Huntington Park Price Per SF $151.92
State CA Transaction Type Closed Sale
Tax ID 6310-024-004 Financing Private Financing
Grantor RUSH ANTHONY A Property Rights Leased Fee
Grantee RESIDENTTEA LLC Days on Market 116
Legal Description TRACT # 3158 LOTS 5 Comm Lease Notes NA

Acres 0.1 Topography Level
Land SF 6,252 Zoning M2
Road Frontage NA Flood Zone NA
Shape Rectangular Encumbrance or NA
Utilities NA Environmental Issues NA

Source For SF Area NA PGI NA
Rentable Area NA EGI NA
No. of Units NA Expense Ratio NA
Year Built 1946 NOI NA
Renovations NA Cap Rate 0.00%
Condition Average EGIM 0

Site

Improvements & Financial Data

Comparable 5

NA
Comments

Transaction
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ID 4216 Date NA
Address 8400-8414 Otis Street Price $1,000,000
City South Gate Price Per SF $301.11
State CA Transaction Type Listing
Tax ID 6215-005-001 Financing NA
Grantor LEEK RUSSELL J (TE) & Property Rights NA
Grantee NA Days on Market NA
Legal Description TRACT # 3411 LOT 9 Comm Lease Notes NA

Acres 0.6 Topography Level
Land SF 24,000 Zoning M2
Road Frontage NA Flood Zone NA
Shape Mostly Square Encumbrance or NA
Utilities NA Environmental Issues NA

Source For SF Area NA PGI NA
Rentable Area NA EGI NA
No. of Units NA Expense Ratio NA
Year Built 1949 NOI NA
Renovations NA Cap Rate 0.00%
Condition Average EGIM 0

Site

NA

Improvements & Financial Data

Comments

Comparable 6

Transaction

 



 

   REAL ESTATE ADVISORY, LLC. 
 

177 Riverside Ave Ste A #1883 
Newport Beach, CA, 92663 

 

 
  86 

Comparables Map 
It should be noted that Comparable 4 is adjacent to the subject property. 
 

 
 

Analysis Grid 
The above sales have been analyzed and compared with the subject property.  We have 
considered adjustments in the areas of: 
 

 Property Rights Sold 
 Financing 
 Conditions of Sale 

 Market Trends 
 Location 
 Physical Characteristics 

 
On the following page is a sales comparison grid displaying the subject property, the 
comparables and the adjustments applied. 
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Address

City
State
Date

Price
GBA

GBA Unit Price

Property Rights Fee Simple 0.0% Fee Simple 0.0% Fee Simple 0.0% Fee Simple 0.0% Leased Fee 0.0% Active 0.0%
Financing Cash 0.0% Conventional 0.0% Conventional 0.0% Conventional 0.0% Private Financing 0.0% Active 0.0%

Conditions of Sale Conventional 0.0% Conventional 0.0% Conventional 0.0% Conventional 0.0% Conventional 0.0% Active -10.0%

Market Trends Through 10/17/2018 0.0%

Location
% Adjustment

Age/Condition
% Adjustment

GBA
% Adjustment
Ceiling Height
% Adjustment

Office %
% Adjustment

Quality
% Adjustment

Land To Building Ratio
% Adjustment

Net Adjustments
Gross Adjustments

11011 Garfield Place

2,550 6,160
$79.74

10/17/2018
N/A $650,000

Active

Comp 6
8400-8414 Otis Street

South Gate
CA

$594,000

$151.92
3,910 3,321

$1,000,000

$301.11

-30%
7.23

20.0%
10.0%

Similar Similar

15%

0% 0%

15.0%
$118.41

3.41
0%

3.83 1.77
0% 15%

45.0%

$140.20

20.0%
10.0%

Adjusted GBA Unit Price

0%

15.0%

Superior
-30%

SimilarAverage

$139.15$147.71
15%

0%

-5%
12'-22'11 feet truss ht

0%

0%0%

Average

#N/A Similar Similar Similar
0%

Adjusted GBA Unit Price

0%
Similar
$254.90

Similar
$134.29

Analysis Grid

South Gate
CACA

11518 Center Street
South Gate

5/11/2018
CA

10614 Dolores Avenue

CA

$752,000
2/16/2017

$650,000
4/17/2017

South Gate

Comp 4

3/22/2017

Adjusted GBA Unit Price

N/A

N/A

$254.90 $122.08

$122.08$254.90

N/A
N/A

Transaction Adjustments

5,280

Huntington Park

$440,000

CA CA
1/25/2018

4,000

South GateLynwood

$151.92
0.0%

$110.00
8,152

$79.74

Similar
$271.00$151.92

SimilarSimilar
$87.71

3,321
0%

Similar

3%
0%

-10%

$271.00
0.0%

0%

0%
3,910

5%
Inferior

0%
Similar

N/A
0%

N/A4%10%

12' 18'-24'

5,280 6,160
15%

14'

4,000

0%

0%

0%

-5%0%

0%

0%
12' 12'

0.0%

0%

8,152
0%

0%

$121.00

$110.00
10.0%10.0%

Similar
0%

0%
10%

-45.0%

Similar

35.0%

25%

35.0% 40.0%

1.25

-40.0%

-15%
2,550

$162.60

10.0%

0%

1.94
15%
1.60

$167.11

Similar
0%

6013-6015 State Street
Comp 5

11005 Garfield Place
Comp 3

2830-2860 Norton Avenue
Comp 1 Comp 2
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Comparable Sale Adjustments 

Property Rights 
Accounts for leased fee, fee simple, leasehold, partial interest, etc. A transaction price is 
predicated on the real property interests conveyed. Many types of real estate, particularly 
income producing properties, are sold subject to existing leases. The revenue generating 
potential of a property is fixed or limited by the terms of an existing lease. In the valuation 
process, adjustments must be made to reflect the difference between contract rent and market 
rent and how this difference affects the property price. The rights appraised herein pertain to 
the Fee Estate. The closed sales were either Fee Simple or Leased Fee estate; no adjustments 
are warranted. 

Financing 
Accounts for seller financing, or assumption of existing financing, at non-market terms. 
Adjustments for financing terms are warranted when a property is purchased using 
nonmarket financing arrangements. Non-market financing can include seller carried notes or 
assumable loans with interest rates below terms currently achievable. Consideration was 
given to the influence of financing terms and arrangements. The financing terms appeared to 
be market oriented and equivalent to cash, hence no adjustments are applied. 

Conditions of Sale 
Accounts for extraordinary motivation of buyer or seller. An adjustment is warranted for 
condition of sale when a transaction involves atypical motivations that affect the price of the 
property. 
 
Comparable 2 comprises a 6,160 SF industrial building, on a ±10,933 SF parcel, identified as 
APN 6170-016-005, based on public record.  
 
The sale of Comparable 2 also involved an adjacent, ±21,731 SF, excess land parcel, 
identified as APN 6170-016-006, which was sold together with APN 6170-016-005, based 
on a conversation with the listing broker for Comparable 2.  
 
The two parcels sold on separate deeds, according to public record. Per the listing broker for 
Comparable 2, APN 6170-016-005, including the industrial building, would probably have 
sold for around the same price per SF of building, were it sold separately, without the 
existence of the excess land parcel. Therefore, no adjustment was made for conditions of 
sale, for Comparable 2. 
 
Comparable 3 sold for $450,000, based on CoStar public record; however, according to 
assessor’s public record, Comparable 3 sold for $440,000. For the purposes of this report, we 
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have used the sale price according to assessor’s record. We reserve the right to amend the 
value conclusion in this report, should new information be provided. 
 
Listing 6 is an active listing. Based on a conversation with the listing broker for Listing 6, 
Listing 6 is currently under contract for $900,000.  
 
According to CoStar public record, and also according to the listing broker for Listing 6, 
there is some ground contamination to the property, which has been factored into the 
purchase price. 
 
Per the listing broker for Listing 6, there is also some damage to the building, with a cost to 
cure of approximately $20,000, which will be remediated as part of the sale. A downward 
adjustment was made for Listing 6 to reflect the reported contract price. 
 
We did not obtain any other information which suggests distressed seller conditions or other 
unusual circumstances that would affect the property sales. No other adjustments were 
warranted for sale conditions. 

Economic Trends 
Accounts for changes in the economic environment over time that affect the appreciation and 
depreciation of real estate. 
 
Comparables 2, 3 and 4 sold in April, February and March 2017 respectively, according to 
public record. 
 
The following graph shows the average sale price per SF, for industrial buildings in the 
Downey Industrial submarket, since 2013. 
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Source: CoStar, November 2018 
 
Based on the above, it appears that the average sale price per SF, for industrial buildings in 
the Downey Industrial submarket, has increased since 2017. Upward adjustments were made 
for Comparables 2, 3 and 4. 
 
No other adjustments were warranted. 

Location 
Accounts for market or submarket area influences on sale price; surrounding land use 
influences. The economic location adjustment is a percentage adjustment that is estimated by 
reviewing income demographics by area. 
 
All the comparables are located within a 3-mile radius of the subject, in neighborhoods 
considered to be comparable to that of the subject; no adjustments were warranted. 

Age/Condition 
Accounts for effective age; physical condition. Adjustments are required to reflect 
differences in age and condition of the building that affect the price of real estate. Typically 
age and condition are directly related, and an adjustment is appropriate because a buyer will 
make a deduction for increased age or unusual levels of depreciation. 
 
The building improvements for Comparable 1 were constructed in 1968, according to public 
record. We tried but were unable to reach the parties involved in the sale of Comparable 1. 
We have made the assumption that Comparable 1 was in a similar condition to that of the 
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subject at the time of sale; we reserve the right to amend the value conclusion, should new 
information be provided. No adjustment was made. 
 
The building improvements for Comparable 2 were constructed between 1946 and 1953, 
based on public record. We tried but were unable to reach the parties involved in the sale of 
Comparable 2. We have made the assumption that Comparable 2 was in a similar condition 
to that of the subject at the time of sale; we reserve the right to amend the value conclusion, 
should new information be provided. No adjustment was made. 
 
The building improvements for Comparable 3 were constructed in 1951, according to public 
record. We tried but were unable to reach the parties involved in the sale of Comparable 2. 
We have made the assumption that Comparable 2 was in a similar condition to that of the 
subject at the time of sale; we reserve the right to amend the value conclusion, should new 
information be provided. No adjustment was made. 
 
The building improvements for Comparable 4 were constructed in 1957, according to public 
record. Based on appraisers’ experience, Comparable 4 was in a slightly inferior condition to 
that of the subject at the time of sale. A downward adjustment was made for Comparable 4. 
 
The building improvements for Comparable 5 were constructed between 1946 and 1952, 
according to public record. Based on a conversation with the listing broker for Comparable 
5, there were no recent renovations to Comparable 5 prior to sale. No adjustment was made. 
 
The building improvements for Listing 6 were constructed in 1949, according to public 
record. Based on a conversation with the listing broker for Listing 6, there have been no 
recent renovations to Listing 6. We tried but were unable to reach the parties involved in the 
sale of Comparable 6. No adjustment was made for Comparable 6. Per the listing broker for 
Listing 6, there is some damage to the building, with a cost to cure of approximately 
$20,000, which will be remediated as part of the sale. No adjustment was made. 

GBA 
Accounts for inverse relationship that often exists between building size and unit value. 
Typically, the price per square foot of a smaller building will be higher than the sales price 
per square foot of a larger building. This assumption is based upon the principle of 
“economy of scale”, which is predicated upon the inverse relationship between size and 
price. Consequently, the smaller the size of a building, the higher the price per square foot. 
Adjustments for size are considered when there is a wide range in size between the 
comparable sales and the subject’s building size. 
 
Comparable 1 and Listing 6 have a superior GBA, relative to the subject, based on public 
record; downward adjustments were made.  
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Comparable 4 has an inferior GBA compared to the subject, according to public record; an 
upward adjustment was made. 
 
The GBA for Comparable 2 is 6,320 SF, based on CoStar public record; however, according 
to assessor’s public record, the GBA for Comparable 2 is 6,160 SF. We tried but were unable 
to reach the parties involved in the sale of Comparable 2. For the purposes of this report, we 
have used the GBA according to assessor’s public record. We reserve the right to amend the 
value conclusion in this report, should new information be provided. No adjustment was 
made. 
 
No other adjustments were warranted. 

Ceiling Height 
Comparables 2 and 5 appear to have superior ceiling clearance height, compared to that of 
the subject, based on public record; downward adjustments were made. 
 
No other adjustments were applied. 

Office Area Ratio 
It appears that there is no indication of office area ration for Comparables 1, 2 and 4, 
according to public record. We tried but were unable to reach the parties involved in the sale 
of Comparables 1, 2 and 4. 
 
We have assumed that the office area ratios for Comparables 1, 2 and 4 are similar to that of 
the subject. 
In addition, based on a conversation with the listing broker for Comparable 5, office area 
ratio does not typically have a significant impact on value for industrial buildings in the 
subject market area. 
 
No adjustments were warranted. 

Quality 
The building improvements for Comparable 1 are constructed of concrete block, according to 
public record; a downward adjustment was made. 
 
All the other comparables appear to be of similar quality construction, relative to the subject. 
No other adjustments were made. 

Land-To-Building Ratio 
Comparables 2, 3, 4 and 5 all have inferior land-to-building ratio, compared to that of the 
subject, based on public record; upward adjustments were made. 
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Listing 6 has a superior land-to-building ratio, relative to that of the subject, according to 
public record; a downward adjustment was made. 

Sales Comparison Approach Conclusion 
 

6 % Δ
49%
-45%
-14%

$137.00 $143.96 5%
$137.00 $650,000.00 gba

High:

Seven Hundred Sixty Five Thousand Six Hundred Dollars

Reconciled Value/Unit Value: $145.00

$765,600

$118.41
Number of Comps: Unadjusted Adjusted

Reconciled Final Value:
Indicated Value:

5,280

Value Ranges & Reconciled Value

$167.11
Low:

Average: $145.86

$765,600

Subject Size:

Median:

$79.74
$301.11
$169.96

 
 

All the value indications have been considered and, in the final analysis, consideration is 
given to the average and median of the comparables, in arriving at our value conclusion by 
the sales comparison approach.  
 
We have arrived at our final reconciled per gba value of $145.00. 
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Reconciled Subject Value by Sales Comparison Approach  $765,600 
 
Less Delinquent Taxes Owed      ($6,912) 
 
Final Reconciled Subject Value by Sales Comparison Approach $758,688 
 
Surplus Rent         $62,415 
 
Total          $821,103 
 
Final Reconciled Subject Value by Sales Comparison  
Approach (Rounded)       $825,000  
 

Rent Analysis 
Rent Surplus/Loss 

 
 
The overall rent surplus (gain) is based at 475 basis points above the reported cap rate. This 
additional rate of basis points is due to risk associated with a non-credit worthy tenant and 
the chance of the tenant walking from the current lease. This analysis is displayed above. The 
overall rent surplus associated with the subject property is $62,415 which has been added 
from the overall market value.  
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Income Approach 
The Income Approach to value is based on the present worth of the future rights to 
income. This type of analysis considers the property from an investor's point of view, the 
basic premise being that the amount and quality of the income stream are the basis for 
value of the property.  

Direct Capitalization Analysis 
The steps involved in capitalizing the subject's net operating income are as follows: 
 

• Develop the subject's Potential Gross Income (PGI) through analysis of the 
subject’s actual historic income and an analysis of competitive current market 
income rates.  
 

• Estimate and deduct vacancy and collection losses to develop the Effective Gross 
Income (EGI). 
 

• Develop and subtract operating expenses to derive the Net Operating Income 
(NOI).  
 

• Develop the appropriate capitalization rate (Ro). 
 

• Divide the net operating income by the capitalization rate for an estimate of value 
through the income approach. 

Potential Gross Income (PGI) 

Current Income 
The subject property is tenant-occupied.  
 
Based on a lease agreement provided, which was signed February 1, 2018, the lease term 
commenced March 1, 2018, for a period of 5 years, terminating March 1, 2023.  
 
The monthly rent is $6,500, modified gross, with the owner paying tax and insurance 
expenses, and the tenant paying maintenance and utilities. According to the market rents the 
current rate is considered be surplus rent; therefore, a rent analysis has been included.  
 
The table below outlines actual rental income for the subject property, based on the lease 
agreement provided, along with market-derived income for the subject.  
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Appraisal
Unit/Space Typ Amount $/SF $/Unit Amount $/SF $/Unit
Industrial $60,192 $11.40 $60,192 $78,000 $14.77 $78,000

Totals $60,192 $11.40 $60,192 $78,000 $14.77 $78,000

Income Summary
Budget

 

Lease Structure 
In a MG (Modified Gross) or IG (Industrial Gross) lease, the lessee typically pays for all 
metered utilities, and sometimes the maintenance and repair of the interior of their unit; this 
includes the plumbing, HVAC, electrical wiring and related components, fixtures, interior 
walls, ceilings, floors, windows, doors, and plate glass. 
 
The lessee also typically pays for all common area maintenance if applicable. The common 
areas include parking and loading areas, trash areas, roadways, sidewalks, walkways, 
parkways, driveways, landscaped areas, striping, bumpers, irrigation systems, common area 
lighting facilities (including utilities), fences and gates, exterior signs and trash disposal. 
 
The lessor is typically responsible for the property taxes; building insurance; repairs and 
maintenance, which can sometimes include the interior of the unit; management; and 
reserves. 

Market Rent 

Market Rent Comparables 
We have researched three comparables for this analysis; these are documented on the 
following pages followed by a location map and analysis. All sales have been researched 
through numerous sources, inspected and verified by a party to the transaction.  
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Rent Comparable 1 
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Rent Comparable 2 
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Rent Comparable 3 
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Rent Comparables Map 
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Comparable Rent Adjustments 
 
Rent Comparable 1 leased in June 2017, with a monthly asking rent of $0.90 per SF, 
industrial gross, for a unit area of 10,000 SF, based on CoStar public record.  
 
We tried but were unable to reach the parties involved in the leasing of Rent Comparable 1. 
We have assumed that the monthly starting rent for Rent Comparable 1 was $0.90, industrial 
gross; we reserve the right to amend the value conclusion in this report, should new 
information be provided. 
 
Rent Comparable 1 leased in June 2017, based on public record. The following graph shows 
the average market rent per SF, for industrial buildings in the Downey Industrial submarket, 
since 2013. 
 

 
 
Based on the above, it appears that the average market rent per SF, for industrial buildings in 
the Downey Industrial submarket, has increased by around 10%. A 10% upward adjustment 
was made for economic trend. 
 
Rent Comparable 1 is located in South Gate; no adjustment was made for location. 
 
The building improvements for Rent Comparable 1 were constructed between 1963 and 
1965, according to public record. We have assumed that Rent Comparable 1 was in a similar 
condition to that of the subject at the time of leasing; we reserve the right to amend the value 
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conclusion in this report, should new information be provided. No adjustment was made for 
condition. 
 
The ceiling height for Rent Comparable 1 is superior to that of the subject; a 5% downward 
adjustment was made. 
 
We have assumed that the office area ratio for Rent Comparable 1 was similar to that of the 
subject at time of leasing.  
 
In addition, based on a conversation with the listing broker for Sale Comparable 5, office 
area ratio does not typically have a significant impact on value for industrial buildings in the 
subject market area. No adjustment was made.  
 
The construction quality of the building improvements for Rent Comparable 1 appears to be 
similar to those of the subject. No adjustment was made. 
 
In addition, Rental 1 is a freestanding building like the subject; therefore, no adjustment is 
necessary.  
 
 
After a net upward adjustment of 5%, the adjusted monthly rent per SF, for Rent Comparable 
1, is $0.95, industrial gross. 
 



 

   REAL ESTATE ADVISORY, LLC. 
 

177 Riverside Ave Ste A #1883 
Newport Beach, CA, 92663 

 

 
  103 

Rent Comparable 2 leased in August 2018, with a monthly rent of $0.90 per SF, industrial 
gross, for a 3-year lease term, with 3% annual escalations, 1 week’s free rent and no tenant 
improvements, for a unit area of 3,600 SF, according to the leasing broker for Rent 
Comparable 2. Based on the above, the monthly effective rent per SF for Rent Comparable 2 
is $0.92, industrial gross.  
 
Rent Comparable 2 is located in Lynwood. Based on conversations with brokers active in the 
subject market area, Lynwood is considered to be comparable to the subject location. No 
adjustment was made for location. 
 
The building improvements for Rent Comparable 2 were constructed in 1979, according to 
public record. There were minor renovations to Rent Comparable 2 prior to leasing, based on 
a conversation with the leasing broker. No adjustment was warranted for condition. 
 
The unit area for Rent Comparable 2 is similar to that of the subject building, based on 
CoStar public record; no adjustment was made for unit size. 
 
The ceiling clearance height for Rent Comparable 2 is superior to that of the subject, based 
on public record, and also according to the leasing broker for Rent Comparable 2. A 5% 
downward adjustment was made. 
 
The office area ratio for Rent Comparable 2 was approximately 3%, per the leasing broker 
for Rent Comparable 2. As previously outlined, based on a conversation with the listing 
broker for Sale Comparable 5, office area ratio does not typically have a significant impact 
on value for industrial buildings in the subject market area. No adjustment was made.  
 
The construction quality of the building improvements for Rent Comparable 2 appears to be 
superior to that of the subject, being of concrete construction. Based on conversations with 
brokers active in the subject market area, industrial buildings of concrete construction might 
typically sell or rent for around 20% to 30% higher than industrial buildings of metal 
construction, in the subject market area. A 20% downward adjustment was made. 
 
In addition, Rental 2 is an inline industrial building; therefore, an upward of 30% was 
applied.  
 
 
After a net downward adjustment of 0%, the adjusted monthly rent per SF, for Rent 
Comparable 2, is $0.90, industrial gross. 
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Rent Comparable 3 leased in July 2018, with a monthly asking rent of $0.82 per SF, 
modified gross, for a unit area of 6,000 SF, based on CoStar public record.  
 
We tried but were unable to reach the parties involved in the leasing of Rent Comparable 3. 
We have assumed that the monthly starting rent for Rent Comparable 3 was $0.82, modified 
gross; we reserve the right to amend the value conclusion in this report, should new 
information be provided. 
 
Rent Comparable 3 is located in South Gate. No adjustment was made for location. 
 
The building improvements for Rent Comparable 3 were constructed between 1973 and 
1975, according to assessor’s public record, or in 1958, based on CoStar public record. We 
have assumed that Rent Comparable 3 was in a similar condition to that of the subject at the 
time of leasing; we reserve the right to amend the value conclusion in this report, should new 
information be provided. No adjustment was made for condition. 
 
The unit area for Rent Comparable 3 is similar to that of the subject building, based on 
public record; no adjustment was made for unit size. 
 
The ceiling clearance height for Rent Comparable 3 is superior to that of the subject, 
according to public record; a 5% downward adjustment was made. 
 
It appears that there is no indication of office area ratio for Rent Comparable 3. As 
previously outlined, based on a conversation with the listing broker for Sale Comparable 5, 
office area ratio does not typically have a significant impact on value for industrial buildings 
in the subject market area. No adjustment was made.  
  
The construction quality of the building improvements for Rent Comparable 3 appears to be 
superior to those of the subject. Based on conversations with brokers active in the subject 
market area, industrial buildings of concrete construction might typically sell or rent for 
around 20% to 30% higher than industrial buildings of metal construction, in the subject 
market area. A 20% downward adjustment was made. 
 
In addition, Rental 3 is an inline industrial building; therefore, an upward of 30% was 
applied.  
 
 
After a net upward adjustment of 5%, the adjusted monthly rent per SF, for Rent Comparable 
1, is $0.82, modified gross. 
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Based on conversations with brokers active in the subject market area, a typical monthly per 
SF rent, for industrial buildings similar to the subject, in the subject neighborhood, might be 
around $0.60 to $1.00, modified gross. 

Market Rent Reconciliation 
Based on the above analysis, and with the relatively high land-to-building ratio of the subject 
property, we have reconciled to a monthly per SF market rent of $0.95, modified gross, as of 
October 17, 2018, for the subject. Most weight is given to Rental 1 since it is the most 
similar to the subject.  
 

Potential Gross Income Summary 
Potential Gross Income - Occupied Space

Contract Contract Market Market Contract V. 
Occupied Space SF Units Rent Rent/SF Rent Rent/SF Mkt. Rent
11011 Garfield Place 5,280 1 $78,000 $14.77 $60,192 $11.40 0.0%
Occupied Space Totals 5,280 1 $78,000 $14.77 $60,192 $11.40 129.6%
Commercial Totals 5,280 1 $78,000 $14.77 $60,192 $11.40 129.6%

*Contract Rent = Annualized rent as of appraisal date

Potential Gross Income - Vacant Space
Potential Gross Rent Market Market
Vacant Space SF Units Rent Rent/SF
11011 Garfield Place 0 0 $0 $0.00
Vacant Space Totals 0 0 $0 $0.00

Potential Gross Income Summary
Market Rent

  
Market Rent

Market PGI For Occupied Space $60,192 Contract Rent For Occupied Space $78,000
Market PGI For Vacant Space $0 Market PGI For Vacant Space $0

Market Potential Gross Income $60,192 Contract & Market PGI $78,000
Market PGI per SF $11.40 Contract & Market PGI per SF $14.77

Contract to Market Ratio 129.6%  
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Other Income 
Other Income is projected at $0. 
 

Vacancy and Collection Loss 
The following table shows the average vacancy rate for industrial buildings up to 10,000 SF, 
within a 3-mile radius of the subject property, in the 18 months preceding the effective date 
of this report. 
 

 
Source: CoStar, November 2018 
 
The following table shows the vacancy rate for industrial buildings in the Downey Industrial 
submarket. 
 

 
 
Source: CoStar, November 2018 
 
 
Based on conversations with brokers active in the subject market area, a typical vacancy rate, 
for industrial buildings similar to the subject, in the subject neighborhood, might be around 
1.00% to 3.00%. 
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Based on a review of market conditions, conversations with brokers active in the subject 
market area, and the subject’s operating history, we have projected vacancy and collection 
loss at 2.00%. 
 

Effective Gross Income 
Potential Gross Income $60,192 
Other Income $0 
Less: Vacancy & Collection Loss 2.00% 
Effective Gross Income $58,988 
  

Expenses 
Based on the lease agreement provided, the tenant is responsible for maintenance and utility 
expenses, with the owner paying taxes and insurance. We were provided with a record of 
annual insurance expense for the subject property. 
 
The following Expense Summary table outlines annual expenses provided by the subject 
property owner, along with market-derived annual expenses. 
 

Expense Summary
Appraisal Budget

Expense Amount $/SF $/Unit % EGI Amount $/SF $/Unit % EGI
Taxes $11,205 $2.12 $11,205 19.0% $5,954 $1.13 $5,954 10.1%
Insurance $957 $0.18 $957 1.6% $957 $0.18 $957 1.6%
Management $1,863 $0.35 $1,863 3.2% $0 $0.00 $0 0.0%
Repairs and Maintenance $3,168 $0.60 $3,168 5.4% $0 $0.00 $0 0.0%
Reserves $528 $0.10 $528 0.9% $0 $0.00 $0 0.0%

Totals $17,721 $3.36 $17,721 30.0% $6,911 $1.31 $6,911 11.7%  
 
Industrial buildings similar to the subject, in the subject neighborhood, typically tend to be 
owner-user. 
 
The following table outlines expense data from the 2018 Penner Industrial Expense Guide. 
 
Please note that this survey reflects business parks ranging in size from 23,500 to 247,000 
square feet. The units in these complexes are generally incubator size in nature; ranging from 
1,000 to 2,500 square feet. The age of the building improvements ranges from 1973 to 1989. 
 



 

   REAL ESTATE ADVISORY, LLC. 
 

177 Riverside Ave Ste A #1883 
Newport Beach, CA, 92663 

 

 108 

 
The calculation of the property tax is a circular process. Taxes are based on an assumed 
transfer of the property if sold as of the date of valuation.  
 
The subject insurance appears to be outside the typical market range, based on the above 
market expense survey. The subject insurance expense of $0.18 per SF annually has been 
used in market expense projection in this report. 
 
Based on the above market expense survey, we have projected annual repairs and 
maintenance at $0.60 per SF for the subject property. 
 
Based on conversations with market participants, and based on appraisers’ previous 
experience, a typical management percentage rate of effective gross income (EGI), for 
industrial properties similar to the subject, might be around 3.00% to 5.00%, though many 
owners may handle management of the property themselves. In addition, industrial buildings 
similar to the subject typically appear to be owner-user properties. For the purposes of this 
report, we have projected management at 3.00% of EGI for the subject. 
 
Based on appraisers’ previous experience, reserves expenses are typically between $0.10 per 
SF and $0.20 per SF annually. We have projected reserves at $0.10 per SF for the subject 
property. 
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62%
6%

10%

19%

3%

Expenses

Taxes

Insurance

Management

Repairs and
Maintenance
Reserves

 
 

Net Operating Income 
Effective Gross Income $58,988 
Less: Expenses $17,087 
Add:  Expense Reimbursements $0 
Net Operating Income $41,902 
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Potential Gross Inco Effective Gross Expenses Exp. Reimbursem ating Income

Cash Flow

Amount $60,192 $58,988 $17,087 $0 $41,902

Potential Gross 
Income

Effective 
Gross Income Expenses

Exp. Reim-
bursements NOI

$60,192 $58,988

$17,087

$0

$41,902

Cash Flow Profile

 

Capitalization Rate 
The capitalization rate is the factor that converts the stabilized net operating income 
(NOI) to a present value. It is the ratio of net income to value or sale price.  
 

NOI ÷ Sale Price = Capitalization Rate 
 
For example, if a property sells for $500,000, and has a stabilized NOI of $50,000, the 
indicated capitalization rate is 10%.  
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Market Extracted Rates 
The table below details capitalization rates extracted from the market. 
 

Comparable City Price Date NOI Cap Rate
1 South Gate $650,000 5/11/2018 N/A N/A
2 Lynwood $752,000 4/17/2017 N/A N/A
3 South Gate $440,000 2/16/2017 N/A 4.30%
4 South Gate $650,000 3/22/2017 N/A N/A
5 Huntington Park $594,000 1/25/2018 N/A N/A
6 South Gate $1,000,000 Active N/A N/A

Comparable Sale Cap Rates

 
 
The following tables show cap rates, and cap rate average, for industrial buildings between 
up to 10,000 SF, within a 7-mile radius of the subject property, in the 24 months preceding 
October 17, 2018. 
 

 
 

 
 
Based on information from brokers active in the subject market area, a typical cap rate for 
industrial buildings similar to the subject, in the subject neighborhood, might be 
approximately 5.00% to 6.00%. 

Capitalization Rate Conclusion 
Based on the above, and due to the relatively high land-to-building ratio of the subject 
property, we have concluded to a rate of 5.25%. 
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Capitalization to Value 

Unit/Space Type Income Method Units/SF Annual % of PGI
Industrial $60,192 $/Year 5,280 $60,192 100.0%

$60,192 100.0%
$0 0.0%

$60,192 100%
$1,204 2.00%

$58,988 98.0%

Expense Amount Annual $/SF
Taxes $10,664 $10,664 $2.02
Insurance $957 $957 $0.18
Management 3.0% $1,770 $0.34
Repairs and Maintenance $3,168 $3,168 $0.60
Reserves $528 $528 $0.10

$17,087 $3.24
28.97%

$0
28.97%
$41,902 $7.94
5.25%

$798,124 $151.16
$798,124 $151.16

Vacancy & Collection Loss:

Rounded:

Expense Reimbursements:
Net Expense Ratio

Net Operating Income (NOI):
Capitalization Rate:

Value (NOI/Cap Rate):

Total Expenses:
Expense Ratio (Expenses/EGI):

$/Year

Method
$/Year
$/Year

% of EGI

Income Capitalization Analysis

Potential Gross Income:
Other Income:

Effective Gross Income (EGI):

Total Rental Income:

$/Year

 

Direct Capitalization Analysis Conclusion 
Based on the above analysis detailed above, as of October 17, 2018 we have reconciled to 
a direct capitalization approach value of: 
 

$798,124 
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Reconciled Subject Value by Income Direct Capitalization 
Approach        $798,124 

 
 
Less Delinquent Taxes Owed      ($6,912) 
 
Final Reconciled Subject Value by Income Direct 
Capitalization Approach       $791,212 
 
Surplus Rent         $62,415 
 
Total          $853,627  
 
 
Final Reconciled Subject Value by 
Income Direct Capitalization Approach (Rounded)  $855,000 
 

Rent Analysis 
Rent Surplus/Loss 

 
 
The overall rent surplus (gain) is based at 475 basis points above the reported cap rate. This 
additional rate of basis points is due to risk associated with a non-credit worthy tenant and 
the chance of the tenant walking from the current lease. This analysis is displayed above. The 
overall rent surplus associated with the subject property is $62,415 which has been added 
from the overall market value.  



 

   REAL ESTATE ADVISORY, LLC. 
 

177 Riverside Ave Ste A #1883 
Newport Beach, CA, 92663 

 

 114 

Final Reconciliation 
The process of reconciliation involves the analysis of each approach to value. The quality of 
data applied, the significance of each approach as it relates to market behavior and 
defensibility of each approach are considered and weighed. Finally, each is considered 
separately and comparatively with each other. 
 
 

Value Indications 
Land Value: N/A 
Cost Approach: N/A 
Sales Comparison Approach: $760,000 
Income Approach:  

Direct Capitalization $790,000 
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Cost Approach 
 
The cost approach is most reliable for newer properties that have no significant amount of 
accrued depreciation. Due to the age of the subject improvements, estimates of depreciation 
are subjective, limiting the reliability of this approach. Additionally, the cost approach is not 
typically used by market participants, except for new properties. Further, there is a limited 
market for sites similar to the subject, which would limit the reliability of a land value 
estimate. Accordingly, the cost approach is not used in this analysis. 

Sales Comparison Approach 
 
The sales comparison approach is most reliable in an active market when an adequate 
quantity and quality of comparable sales data are available. In addition, it is typically the 
most relevant method for owner-user properties, because it directly considers the prices of 
alternative properties with similar utility for which potential buyers would be competing.  
 
The subject property is tenant-occupied as of the effective date of this report. Therefore, the 
sales comparison approach is given secondary weight in the conclusion of value. 
 

Income Capitalization Approach 
 
The income capitalization approach is usually given greatest weight when evaluating 
investment properties. The value indication from the income capitalization approach is 
supported by market data regarding income, expenses and required rates of return.  
 
As outlined above, the subject property is tenant-occupied as of the effective date of this 
report. Therefore, the income capitalization approach is given primary weight in the 
conclusion of value. 
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Value Conclusion 
Based on the data and analyses developed in this appraisal, we have reconciled to the 
following value conclusion(s), as of October 17, 2018, subject to the Limiting Conditions 
and Assumptions of this appraisal. 
 
Reconciled Value(s): Premise: As Is 

Interest: Leased Fee 
Value Conclusion: $855,000 
Eight Hundred Fifty Five Thousand Dollars 
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Certification Statement 
 
We certify that, to the best of our knowledge and belief:  
 
 The statements of fact contained in this report are true and correct. 

 
 The reported analyses, opinions and conclusions are limited only by the reported 

assumptions and limiting conditions and are our personal, impartial, and unbiased 
professional analyses, opinions and conclusions. 
 

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

 
 We have performed no services, as an appraiser or in any other capacity, regarding 

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

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

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

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

 Our analyses, opinions, and conclusions were developed, and this report has been 
prepared, in conformity with the Uniform Standards of Professional Appraisal 
Practice (USPAP). 

 
 Tim Thibodeaux has not made a personal interior and exterior inspection of the 

property that is the subject of this report. 
 

 Jason Doherty, Trainee License # 3003185, expiration date June 24, 2019, performed 
an interior and exterior inspection of the subject property, and provided significant 
real property appraisal assistance to the person(s) signing this certification. 
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 We certify sufficient competence to appraise this property through education and 
experience, in addition to the internal resources of the appraisal firm. 

 
 

         
 
 
Tim Thibodeaux, CGA 
California-AG009087 
Expiration date 
January 5, 2019 

Jason Doherty, AT 
California-3003185 
Expiration date  
June 24, 2019 
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Resume 
 

TIM THIBODEAUX 
 

State of California - Certified General Real Estate Appraiser 
   License Number AG009087 (Expires 01/05/2021) 
 

State of Washington – Certified General Real Estate Appraiser 
License Number 1102335 (Expires 01/05/2019) 

 
State of New York - Certified General Real Estate Appraiser 

License Number 46000049757 (Expires 08/30/2019) 
 

State of Nevada – Certified General Real Estate Appraiser 
License A.0207394-CG (7/31/2020) 

 
State of Texas – Certified General Real Estate Appraiser 

License TX 1380631 (08/31/2020) 
 

State of Georgia – Certified General Real Property Appraiser 
License 376417 (1/31/2019) 

 
             California Real Estate Broker License 01764592 (Expires 

09/24/2022) 
 

Email- tim@realestateadvisory.com   
 

Office  
177 Riverside Ave Ste A #1883 

Newport Beach, CA 92663 
 

Commercial Appraiser since 1994 
Residential Appraiser since 1991 

 
FHA/HUD Approved Appraiser 



 

   REAL ESTATE ADVISORY, LLC. 
 

177 Riverside Ave Ste A #1883 
Newport Beach, CA, 92663 

 

 123 

Master Builders Association - Member 
Cell Phone 714 271-9427 

Office 310 997-2908 
 

 
Employment 
 

Independent Real Estate Appraiser  1991 to Present 
Real Estate Broker Triple Diamond Group      2006 to Present 
Real Estate Broker       Royal Realty        2012 to Present 
Senior Appraiser- Integra Realty Resources 4/12 to 12/14 
 

 
Certifications and Affiliations 
 

California Certified General Appraiser   AG009087 
California Real Estate Broker    01764592 
HUD Approved Appraiser                         California 
 

Education 
 

California State University Long Beach  1986 B.S. Real Estate Finance                               
California State University Long Beach        1984 B.A. Political Science 
California State University Dominguez Hills 1987 6 units M.S. Quality 
Assurance 

 Scope of Experience 
 

Multi-Family Units Apartments Manufacture Homes 
Office Buildings  Commercial Buildings  Vacant Land 
Planned Unit Developments Desk & Field Reviews Retail Strip Centers 
Mixed Use  Proposed Construction Retail Buildings 
Contractor’s Yard  Vehicle Related Properties Cold Storage Units 
Industrial Buildings Retrospective Appraisals Condominiums 
Bankruptcy Court Appraisals Dated of Death Appraisals Storage Units 
Shopping Centers  Churches  Gas Stations 
Boarding Homes  Proposed Future Value Bars 
Divorce Litigation  Single Family Residences Tax Appeals 
Bowling Centers  Attorney Service Appraisals Expert Witness  
Storefront Retail  Manufacture Buildings Restaurants Bldg 
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Nightclubs  Employee Relocation Appraisals Estate Planning 
Waterfront Properties New Construction (plans & specs) 2-4 Units 
PMI Removal   FHA Appraisals Foreclosures 
Strip Centers  Warehouses Buildings Loss Mitigation

  
 

Specialized Real Estate Appraisal Courses                            
 
Professional Appraisal Courses   Date  Organization 
Advanced Sales and Cost Approaches   2010                   Appraisal Institute 
Residential Case Study 1993 Appraisal Institute 
Basic Capitalization    1993  Appraisal Institute 
Appraisal Procedures   1993  Appraisal Institute 
Standard of Professional Practice   1993  Appraisal Institute 
Real Estate Law                                               1984-1986             CSULB 
Appraisal Principles                                         1984-1986          CSULB 
Manufactured Housing Appraisal   2004  Lincoln Graduate School 
 

Continued Education 
   
Professional Appraisal Courses   Date   Organization 

 
Vineyard Valuation 2018   2018   Appraisal Institute  
Supporting Your Adjustments   2018   McKissock 
USPAP    2018   McKissock 
Valuation of Conservation Easements  2018   American Society of Farm                                                                                       
       Managers & Rural Appraisers 
Laws and Regulations for CA Appraisers  2016   McKissock 
USPAP     2016   McKissock 
Dirty Dozen    2016   McKissock 
Supervisor -Trainee Course for CA  2016   McKissock 
Laws for Nevada Appraisers   2016   McKissock  
CREL Examination Heads Up for Bank Collateral2015  Society of Chief Appraisers  
 Risk Managers 
Residential Appraising For Banks  2015  Society of Chief Appraisers 
USPAP   2015  Appraisal Institute 
Completing Today’s FHA Appraisals  2014  U.S. Department of   Housing                      
Residential & Commercial Valuation of Solar 2014                   Appraisal Institute  
USPAP   2012  Appraisal Institute 
Federal & State Laws & Regulations 2012  Real Estate Trainers 
USPAP Hypothetical Conditions and  2012  Appraisal Institute 
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Extraordinary Assumptions 
OREA Update and Enforcement Issues 2010  Appraisal Institute 
National USPAP Update Course  2010/2012 Appraisal Institute                                 
Completing Today’s FHA Appraisals  2010  U.S. Department of Housing                          
Advanced Sales and Cost Approaches  2010          Appraisal Institute 
Business Practices and Ethics   2009  Appraisal Institute 
Verification of Data  2008  Appraisal Institute 
Appraisal of Residential Property for 
Foreclosure & Preforeclosure  2008  Appraisal Institute 
Building Transferable Skillsets  2008  Appraiser Training 
National USPAP Update Course  2008  Appraisal Institute                                 
Stats & Graphs Appraisal  2008  Appraisal Institute 
How Residential & Gen. Appraisers Can Prosper 
 in the Future   2008  Appraisal Institute 
Appraising in a Declining or Changing Market    2007  Appraisal Institute 
Liability Management for Residential Appraisers 2007  Appraisal Institute 
USPAP Update Seminar                                 2006  Acheson Courses 
Complete the New Fannie URAR Form 2005  Tomonelli & Associates 
Paperless Office   2004  A la Mode 
Forming Filling   2004  A la Mode 
Appraisal Principles & Techniques 2004  Real Estate Trainers 
National USPAP Update  2004  Valuation 2004 
The Future of the Appraisal Business 2004  Valuation 2004 
AVMs and AVMs Application Guidelines     2004     Valuation 2004 
Liability and the Appraiser  2004  Valuation 2004 
Diversifying Your Appraisal Practice 2004  Valuation 2004 
National USPAP Course  2002  Real Estate Trainers 
Appraisal Principles & Techniques 2002  Real Estate Trainers 
Fair Housing   2002  N/A 
Capitalization & Cash Flow  2000  Real Estate Trainers 
AVM   2000  McKissock Data System 
FHA   2000  McKissock Date System 
The Appraiser as an Expert Witness 2000  Appraisal Institute 
R/E Appraisal Fundamentals II  1996                      Real Estate Trainers 
Litigation and Expert Witness  1996   Appraisal Institute 
FHA 203K                                                      1996                       Acheson Courses 
Reviewing Residential Reports                       1996                       Jim Morgan & Associates 
USPAP Update Seminar                                 1996                      Appraisal Institute 
Federal & State Laws & Regulations              1996                       Appraisal Institute 
HUD/FHA Policies & Procedures                   1995                       Jim Morgan & Associates 
Real Estate Appraiser #101                            1991                       Premier Schools, Inc. 
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JASON DOHERTY 

 
 
Work History 
 
CREA - Real Estate Advisory      2016 - Present 
CREA - TMG Realty Advisors      2015-2016 
 
 
Education 
 
Harlow College – NCTJ Postgraduate Certificate in Newspaper Journalism 
London Metropolitan University – BA (Honours) French/Film Studies 
 
 
Courses 
 
2016-2017 7-Hour USPAP National Update 
 
2014-2015 15-Hour National Uniform Standards of Professional Appraisal Practice 
Basic Appraisal Principles 
Basic Appraisal Procedures 
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Glossary 
This glossary contains the definitions of common words and phrases, used throughout the 
appraisal industry, as applied within this document. Please refer to the publications listed in 
the Works Cited section below for more information. 
 
Works Cited: 
 Appraisal Institute. The Appraisal of Real Estate. 13th ed. Chicago: Appraisal 

Institute, 2008. Print. 
 Appraisal Institute. The Dictionary of Real Estate Appraisal. 5th ed. 2010. Print. 

 
Band of Investment 
A technique in which the capitalization 
rates attributable to components of a 
capital investment are weighted and 
combined to derive a weighted-average 
rate attributable to the total investment. 
(Dictionary, 5th Edition) 
 
Common Area 
1. The total area within a property that is 

not designed for sale or rental but is 
available for common use by all 
owners, tenants, or their invitees, e.g., 
parking and its appurtenances, malls, 
sidewalks, landscaped areas, 
recreation areas, public toilets, truck 
and service facilities. 

2. In a shopping center, the walkways 
and areas onto which the stores face 
and which conduct the flow of 
customer traffic. (ICSC) (Dictionary, 
5th Edition) 

 
Common Area Maintenance (CAM) 
1. The expense of operating and 

maintaining common areas; may or 
may not include management charges 
and usually does not include capital 
expenditures on tenant improvements 
or other improvements to the property. 

• CAM can be a line-item expense 
for a group of items that can 
include maintenance of the 
parking lot and landscaped areas 
and sometimes the exterior walls 
of the buildings. 

• CAM can refer to all operating 
expenses. 

• CAM can refer to the 
reimbursement by the tenant to the 
landlord for all expenses 
reimbursable under the lease. 
Sometimes reimbursements have 
what is called an administrative  
 
 
load. An example would be a 15% 
addition to total operating 
expenses, which are then prorated 
among tenants. The administrative 
load, also called an administrative 
and marketing fee, can be a 
substitute for or an addition to a 
management fee. 

2. The amount of money charged to 
tenants for their shares of maintaining 
a center’s common area. The charge 
that a tenant pays for shared services 
and facilities such as electricity, 
security, and maintenance of parking 
lots. The area maintained in common 
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by all tenants, such as parking lots and 
common passages. The area is often 
defined in the lease and may or may 
not include all physical area to be paid 
for by all tenants. Items charged to 
common area maintenance may 
include cleaning services, parking lot 
sweeping and maintenances, snow 
removal, security, and upkeep. (ICSC) 
(Dictionary, 5th Edition) 

 
Debt Coverage Ratio (DCR) 
The ratio of net operating income to 
annual debt service (DCR = NOI/Im), 
which measures the relative ability of a 
property to meet its debt service out of net 
operating income; also called debt service 
coverage ratio (DSCR). A larger DCR 
indicates a greater ability for a property to 
withstand a downturn in revenue, 
providing an improved safety margin for a 
lender. (Dictionary, 5th Edition) 
 
 
Discount Rate 
A yield rate used to convert future 
payments or receipts into present value; 
usually considered to be a synonym for 
yield rate. (Dictionary, 5th Edition) 
 
Effective Age 
The age of property that is based on the 
amount of observed deterioration and 
obsolescence it has sustained, which may 
be different from its chronological age. 
(Dictionary, 5th Edition) 
 
Effective Date 
1. The date on which the analyses, 

opinion, and advice in an appraisal, 
review, or consulting service apply. 

2. In a lease document, the date upon 
which the lease goes into effect. 
(Dictionary, 5th Edition) 

 
Exposure Time 
1. The time a property remains on the 

market. 
2. 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 on an analysis of past events 
assuming a competitive and open 
market. (Dictionary, 5th Edition) 

 
External Obsolescence 
An element of depreciation; a diminution 
in value caused by negative externalities 
and generally incurable on the part of the 
owner, landlord, tenant. (Dictionary, 5th 
Edition) 
 
Extraordinary Assumption 
An assumption, directly related to a 
specific assignment, which, if found to be 
false, could alter the appraiser’s opinions 
or conclusions. Extraordinary assumptions 
presume as fact otherwise uncertain 
information 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. (USPAP, 2010-2011 ed.) 
(Dictionary, 5th Edition)  
 
Fee Simple Estate 
Absolute ownership unencumbered by any 
other interest or estate, subject only to the 
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limitations imposed by the governmental 
powers of taxation, eminent domain, 
police power, and escheat. (Dictionary, 
5th Edition) 
 
Functional Obsolescence 
The impairment of functional capacity of 
a property according to market tastes and 
standards. (Dictionary, 5th Edition) 
 
Functional Utility 
The ability of a property or building to be 
useful and o perform the function for 
which it is intended according to current 
market tastes and standards; the efficiency 
of a building’s use in terms of 
architectural style, design and layout, 
traffic patterns, and the size and type of 
rooms. (The Appraisal of Real Estate, 
13th Edition) 
 
Gross Building Area (GBA) 
Total floor area of a building, excluding 
unenclosed areas, measured from the 
exterior of the walls of the above-grade 
area. This includes mezzanines and 
basements if and when typically included 
in the region. (Dictionary, 5th Edition) 
 
Gross Leasable Area (GLA)  
Total floor area designed for the 
occupancy and exclusive use of tenants, 
including basements and mezzanines; 
measured from the center of joint 
partitioning to the outside wall surfaces. 
(Dictionary, 5th Edition) 
 
Highest & Best Use 
The reasonably probable and legal use of 
vacant land or an improved property that 
is physically possible, appropriately 
supported, financially feasible, and that 

results in the highest value. The four 
criteria the highest and best use must meet 
are legal permissibility, physical 
possibility, financial feasibility, and 
maximum productivity. Alternatively, the 
probable use of land or improved 
property—specific with respect to the user 
and timing of the use—that is adequately 
supported and results in the highest 
present value. (Dictionary, 5th Edition) 
 
Highest and Best Use of Land or a Site 
as Though Vacant 
Among all reasonable, alternative uses, 
the use that yields the highest present land 
value, after payments are made for labor, 
capital, and coordination. The use of a 
property based on the assumption that the 
parcel of land is vacant or can be made 
vacant by demolishing any improvements. 
(Dictionary, 5th Edition) 
 
Highest and Best Use of Property as 
Improved 
The use that should be made of a property 
as it exists. An existing improvement 
should be renovated or retained as is so 
long as it continues to contribute to the 
total market value of the property, or until 
the return from a new improvement would 
more than offset the cost of demolishing 
the existing building and constructing a 
new one. (Dictionary, 5th Edition) 
 
Hypothetical Condition 
That which is contrary to what exists but 
is supposed for the purpose of analysis. 
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, 
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such as market conditions or trends; or 
about the integrity of data used in an 
analysis. (Dictionary, 5th Edition) 
 
Leased Fee Interest 
A freehold (ownership interest) where the 
possessory interest has been granted to 
another party by creation of a contractual 
landlord-tenant relationship (i.e., a lease). 
(Dictionary, 5th Edition) 
 
Market Area 
The area associated with a subject 
property that contains its direct 
competition. (Dictionary, 5th Edition) 
 
Market Rent 
The most probably rent that a property 
should bring is a competitive and open 
market reflecting all conditions and 
restrictions of the lease agreement, 
including permitted uses, use restrictions, 
expense obligations, term, concessions, 
renewal and purchase options, and tenant 
improvements (TIs). (Dictionary, 5th 
Edition) 
 
Market Value 
The major focus of most real property 
appraisal assignments. Both economic and 
legal definitions of market value have 
been developed and refined.  
1. The most widely accepted components 

of market value are incorporated in the 
following definition: The most 
probable price that the specified 
property interest should sell for in a 
competitive market after a reasonable 
exposure time, as of a specified date, 
in cash, or in terms equivalent to cash, 
under all conditions requisite to a fair 
sale, with the buyer and seller each 

acting prudently, knowledgeably, for 
self-interest, and assuming that neither 
is under duress. 

2. Market value is described in the 
Uniform Standards of Professional 
Appraisal Practice (USPAP) as 
follows: A type of value, stated as an 
opinion, that presumes the transfer of a 
property (i.e., a right of ownership or a 
bundle of such rights), as of a certain 
date, under specific conditions set 
forth in the definition of the term 
identified by the appraiser as 
applicable in an appraisal. (USPAP, 
2010-2011 ed.) USPAP also requires 
that certain items be included in every 
appraisal report. Among these items, 
the following are directly related to the 
definition of market value: 
• Identification of the specific 

property rights to be appraised. 
• Statement of the effective date of 

the value opinion. 
• Specification as to whether cash, 

terms equivalent to cash, or other 
precisely described financing 
terms are assumed as the basis of 
the appraisal. 

• If the appraisal is conditioned 
upon financing or other terms, 
specification as to whether the 
financing or terms are at, below, or 
above market interest rates and/or 
contain unusual conditions or 
incentives. The terms of above—
or below—market interest rates 
and/or other special incentives 
must be clearly set forth; their 
contribution to, or negative 
influence on, value must be 
described and estimated; and the 
market data supporting the opinion 
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of value must be described and 
explained. 

3. The following definition of market 
value is used by agencies that regulate 
federally insured financial institutions 
in the United States: The most 
probable price that a property should 
bring in a competitive and open 
market under all conditions requisite 
to a fair sale, the buyer and the 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: 
• Buyer and seller are typically 

motivated; 
• Both parties are well informed or 

well advised, and acting in what 
they consider their best interests; 

• A reasonable time is allowed for 
exposure in the open market; 

• Payment is made in terms of cash 
in U.S. dollars or in terms of 
financial arrangements comparable 
thereto; and 

• 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. (12 C.F.R. Part 34.42(g); 
55 Federal Register 34696, August 
24, 1990, as amended at 57 
Federal Register 12202, April 9, 
1992; 59 Federal Register 29499, 
June 7, 1994) 

4. The International Valuation Standards 
Council defines market value for the 

purpose of international standards as 
follows: The estimated amount for 
which a property should exchange on 
the date of valuation between a willing 
buyer and a willing seller in an arm’s-
length transaction after proper 
marketing wherein the parties had 
each acted knowledgeably, prudently, 
and without compulsion. (International 
Valuation Standards, 8th ed., 2007)  

5. Market value is the amount in cash, or 
on terms reasonably equivalent to 
cash, for which in all probability the 
property would have sold on the 
effective date of the appraisal, after a 
reasonable exposure of time on the 
open competitive market, from a 
willing and reasonably knowledgeable 
seller to a willing and reasonably 
knowledgeable buyer, with neither 
acting under any compulsion to buy or 
sell, giving due consideration to all 
available economic uses of the 
property at the time of the appraisal. 
(Uniform Standards for Federal Land 
Acquisitions) (Dictionary, 5th Edition) 

 
Marketing Time 
An opinion of the amount of time it might 
take to sell a real or personal property 
interest at the concluded market value 
level during the period immediately after 
the effective date of the appraisal. 
Marketing time differs from exposure 
time, which is always presumed to 
precede the effective date of an appraisal. 
(Advisory Opinion 7 of the Standards 
Board of The Appraisal Foundation and 
Statement on Appraisal Standards No. 6, 
“Reasonable Exposure Time in Real 
Property and Personal Property Market 
Value Opinions” address the 
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determination of reasonable exposure and 
marketing time). (Dictionary, 5th Edition) 
 
Net Operating Income (NOI) 
The actual or anticipated net income that 
remains after all operating expenses are 
deducted from effective gross income but 
before mortgage debt service and book 
depreciation are deducted. (Dictionary, 
5th Edition) 
Obsolescence  
One cause of depreciation; an impairment 
of desirability and usefulness caused by 
new inventions, changes in design, 
improved processes for production, or 
external factors that make a property less 
desirable and valuable for a continued use; 
may be either functional or external. 
(Dictionary, 5th Edition) 
 
Parking Ratio 
A ratio of parking area or parking spaces 
to an economic or physical unit of 
comparison. Minimum required parking 
ratios of various land uses are often stated 
in zoning ordinances. (Dictionary, 5th 
Edition) 

 
Rentable Area 
For office buildings, the tenant’s pro rata 
portion of the entire office floor, 
excluding elements of the building that 
penetrate through the floor to the areas 
below. The rentable area of a floor is 
computed by measuring to the inside 
finished surface of the dominant portion 
of the permanent building walls, 
excluding any major vertical penetrations 
of the floor. Alternatively, the amount of 
space on which the rent is based; 
calculated according to local practice. 
(Dictionary, 5th Edition) 
 
Replacement Cost 
The estimated cost to construct, at current 
prices as of the effective appraisal date, a 
substitute for the building being appraised, 
using modern materials and current 
standards, design, and layout. (Dictionary, 
5th Edition) 
 
 
 
 

Scope of Work 
The type and extent of research and 
analyses in an assignment. (Dictionary, 
5th Edition) 
 
Stabilized Occupancy 
An expression of the expected occupancy 
of a property in its particular market 
considering current and forecasted supply 
and demand, assuming it is priced at 
market rent. (Dictionary, 5th Edition) 
 
Tenant Improvements (TIs) 

1. Fixed improvements to the land or 
structures installed and paid for use by 
a lessee.  

2. The original installation of finished 
tenant space in a construction project; 
subject to periodic change for 
succeeding tenants. (Dictionary, 5th 
Edition) 

 
Vacancy and Collection Loss 
A deduction from potential gross income 
(PGI) made to reflect income reductions 
due to vacancies, tenant turnover, and 
non-payment of rent; also called vacancy 
and credit loss or vacancy and 
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contingency loss. Often vacancy and 
collection loss is expressed as a 
percentage of potential gross income and 
should reflect the competitive market. Its 
treatment can differ according to the 
interest being appraised, property type, 
capitalization method, and whether the 
property is at stabilized occupancy. 
(Dictionary, 5th Edition) 
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