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RE:

In accordance with your request, we have made an examination of the above-referenced property,
for the purpose of estimating the requested market value estimates of the property and the proposed
improvements. Specifically requested, and provided in this report are the following value scenarios:
VALUE CONCLUSIONS
NO.

VALUE PREMISE

COMMENT

1

Fee Simple Market Value As Is

Vacant - 70 Unit Motel

2

Leased Fee PMVCC - Restricted Rents

Trending Considered

3

Leased Fee PMVSO - Restricted Rents

Trending Considered

4

Hypothetical Leased Fee PMVSO - Market Rents

Trending Considered and accounting for unsubordinated rents, if any

5

Market Value LIHTCs - Low Income Housing Tax Credits (RD)

6

Insurable Cost Estimate

7

Leased Fee PMVSO - Restricted Rents

No Trending

8

Leased Fee Market Value

NPV of subsidy rent over term of contract (15 years)

9

Leased Fee Market Value

De Control Value With Tax Exemption

10

Leased Fee Market Value

De Control Value Without Tax Exemption

11

Hypothetical Leased Fee PMVSO - Market Rents

No Trending

Definition of Appraisal Assignment and Report Format
This appraisal has been prepared under the CCRC appraisal Guidelines and it has been completed
in conformance with the requirements of the Appraisal Foundation's, Uniform Standards of
Professional Appraisal Practice (USPAP and the written report options of USPAP Standards Rule
2-2(a) and Title XI of FIRREA. I make no other warranties, either expressed or implied, as to the
character and nature of such services and products.

Property Summary
The proposed
is the
adaptive re-use of an existing
(constructed in 1977 with an addition in 1985)
into 69 efficiency (plus one Manager’s unit - a 1BD unit) permanent supportive housing units
targeting veterans (20 units - Project Based HAP for a 15 year term), individuals who are at-risk
of homelessness, homeless, and chronically homeless with a mental health diagnosis. The
rehabilitation of the existing two-story, 70-room motel will include adjusting room layouts to
provide for approximately 69 adequately sized efficiency/studio units for individuals earning no
more than 30% of the Area Median Income (AMI) in Orange County. Residents will pay no more
than 30% of their income (which in many cases, given the target population, is a General Relief or
Social Security benefit which is $910 per month).
The existing 298 square foot motel rooms (which include full private bathrooms in each unit) will
be modified to include a small kitchenette with a food preparation area, refrigerator, small sink, twoburner stove, and microwave. The interior of the units will be completely refinished to include all
new flooring and paint; new plumbing fixtures, redesigned bathrooms for accessibility and water
efficiency. All units will be fully furnished. Ten percent (10%) of the units (7) will be modified to
include mobility features, as defined in CBC 11B 809.2 through 11B 809.4, and four percent (4%)
of the units (3) will be modified to include communications features, as defined in CBC 11B 809.5.
All ground floor units will be accessible.
The property currently includes a management/office space that will be renovated for use by the
social services, case management, and property management staff to provide supportive services for
the residents.
is working closely with the City of Anaheim Community and Economic
Development on the required Supportive Services Plan to ensure that residents will have adequate
supportive services. The space will include approximately 1,819 square feet of common area
amenities, such as individual counseling offices, TV lounge, computer room, and multi-purpose
gathering and meeting rooms. The existing pool will be filled in and a new 1,400 square foot
recreation/community room will be added at the center of the property and will include a full kitchen
and gathering spaces. Outdoor recreation/leisure spaces totaling 11,008 square feet will include
seating areas with BBQs, tables and benches and a community garden. The site will receive a fresh,
water-wise landscape design.
Please refer to the following market value conclusions and their respective dates of values:

VALUE CONCLUSIONS
NO.

VALUE PREMISE

COMMENT

DATE OF
VALUE

VALUE
CONCLUSION

1

Fee Simple Market Value As Is

Vacant - 70 Unit Motel (approved for renovation)

3/1/2020

$3,940,000

2

Leased Fee PMVCC - Restricted Rents

Trending Considered

5/1/2021

$6,900,000

3

Leased Fee PMVSO - Restricted Rents

Trending Considered

11/1/2021

$7,260,000

4

Hypothetical Leased Fee PMVSO - Market Rents

Trending Considered and accounting for unsubordinated rents, if any

11/1/2021

$12,350,000

5

Market Value LIHTCs - Low Income Housing Tax Credits (RD)

$6,636,218

6

Insurable Cost Estimate

$3,710,000

7

Leased Fee PMVSO - Restricted Rents

No Trending

8

Leased Fee Market Value

NPV of subsidy rent over term of contract (15 years)

$1,210,000

9

Leased Fee Market Value

De Control Value With Tax Exemption

$9,900,000

10

Leased Fee Market Value

De Control Value Without Tax Exemption

$9,630,000

11

Hypothetical Leased Fee PMVSO - Market Rents

No Trending

11/1/2021

$7,200,000

$12,250,000

The restricted value indication(s) in the previous chart assume that the subject property is and will
be exempt from general real estate as a result of the 501 C3 non-profit status.
Extraordinary Assumptions
It is noted that the use of extraordinary assumptions or hypothetical conditions might affect the
assignment results.
Hypothetical Conditions - It should be noted that the Hypothetical Market Value (As If
Constructed/Stabilized) are as of the current date of value, that being March 1, 2020. These values
assume that the subject property is complete and/or stabilized as of the date of the inspection.
Value Allocation of Value for Personal Property: It is important to note that the subject property
complex will contain personal property (i.e., range/ovens, refrigerators, dishwashers) which have
been estimated by the appraisers to have a total cost new which equates to $518,000, or roughly 4%
of the hypothetical PMVSO without restrictions indication. When considering the additional value
created by the incentives via loans, grants and credits, the FF&E becomes substantially less than one
percent of the overall value. Therefore, the value of the personal property is considered to be
nominal and any inclusion or exclusion is not considered to have a significant impact on the value
of the subject property.
1) On March 11, 2020, the World Health Organization declared COVID-19 as a pandemic. This has
led to national, state, and local restrictions on the ability of people to work, travel, and congregate,
which has adversely impacted economic activity. At the time of this appraisal assignment, it was not
possible to determine how long the restrictions will remain in place to control the spread of the virus.
On March 22, 2020, the United States Treasury Secretary estimated that restrictions will last 10-12
weeks. Further, it was not possible to determine the exact impact that it may have on economic
conditions and the real estate market. Based on our experience and research in the market and the
existing demand for affordable housing (especially the demand for special needs affordable
housing), as long as there is funding for these government programs, there does not appear to be any

major negative impact from COVID-19 on the subject property. Any short term impact may be
realized in a delay in lease up (due to government slow or shut downs), however, the long term
impact is deemed to be negligible (assuming these programs remain publicly or privately funded).
2) The appraisers were provided with a preliminary title report from First American Title Insurance
Company dated January 22, 2020 (File No. NCS-876497-A-SA1). It is an extraordinary assumption
of this appraisal report that (other than noted) there are no additional easements, regulatory
agreements, covenants or restrictions which encumber the subject property and would prohibit the
site's highest and best use, other than those outlined in this report.
3) It is an extraordinary assumption of this appraisal report that the unit mix information (and unit
sizes) as derived from the architectural plans are accurate.
4) It is an extraordinary assumption of this appraisal report that the construction cost estimates and
costs spent to date (as provided verbally to the appraiser by the developer) are reasonably accurate.
5) The previous restricted value indication(s) assume that the subject property as proposed will be
exempt from general real estate taxes as a result of their proposed non-profit ownership status 501
C3. The appraisers were not provided with any documentation regarding the subject’s non-profit
ownership entity. If the ownership entity does not qualify for non-profit status, which would
preclude them from paying general real estate taxes, then there would be a considerable impact on
the restricted values scenario(s) (assuming general real estate taxes were incorporated into the
operating expenses).
6) For purposes of determining the Fee Simple As Is Market Value Conclusion, we added the costs
spent to date and deducted the demolition costs from the land value as if vacant. We did not include
any of the tenant relocation incentive costs due to the fact that the property was reportedly 100%
vacant at the time of sale (Extraordinary Assumption that this is correct and there are no remaining
relocation incentives). It is also an extraordinary assumption that the costs spent to date are
reasonably accurate.
7) The subject site is zoned C-G (General Commercial) by the City of Anaheim. It is an
extraordinary assumption of this report that all conditions imposed by all appropriate governmental
agencies are implemented by the developer during construction and post construction / lease up.
8) The restricted rental rates utilized in this report were derived from the owner. It is an
extraordinary assumption of this appraisal report that the restricted rental rates are accurate and the
lien priority placement is accurate.
9) We were not provided with a Phase I Environmental Site Assessment Report. Soil conditions
appear suitable for virtually all types of development. A physical inspection of the site and
adjoining land uses did not indicate any adverse soil conditions. It is an extraordinary assumption
of this report that the value of the property is not impacted by any hazardous soil conditions. We
are not experts in this field and we recommend the services of an expert be employed

Your attention is invited to the accompanying report, where is set out the assumptions, limiting
conditions, descriptions, factual data, computations, photographs, analysis, and discussions, from
which the valuation conclusion was derived.
Respectfully submitted,
TLP REALTY ADVISORS

Trent Pollard * CEO-President
State Cert. #AG024705 | Expiration 1/9/2021
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CERTIFICATION
I certify that, to the best of my knowledge and belief:
1)

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

2)

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

3)

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

4)

I 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 the agreement to perform this assignment.

5)

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

6)

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

7)

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

8)

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

9)

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

10)

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

11)

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

12)

I have the knowledge and experience to complete this assignment competently and have appraised this property type
before.

13)

The appraiser did not base, either partially or completely, the analysis, or estimate of value on the race, color,
religion, sex, handicap, familial status, health or national origin of either the present or prospective owners,
occupants, or users of the subject property or of the of the present or prospective owners, occupants or users of the
properties in the vicinity of the subject property.

14)

As of the date of this report Trent Pollard (AG024705 - exp 1/9/21) is a California State Certified General Real
Estate Appraiser.

15)

I have not performed services as an appraiser regarding the property that is the subject of this report within the
three-year period immediately preceding acceptance of this assignment.

Respectfully submitted,
TLP * REALTY ADVISORS
Trent Pollard * President
State Cert. #AG024705 - Expiration 1/9/2021
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PREMISES OF THE APPRAISAL
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SALIENT FACTS AND CONCLUSIONS
Property Type:

Proposed 70-unit income restricted (30% AMI) apartment project.

Location:
Site Size:
Proposed
Improvements:

Anaheim California
According to the architectural plans, the site contains 43,734 square feet or
1.004 acres.
The proposed
, is the adaptive re-use of an existing
Motel
(constructed in 1977 with an addition in 1985) into 69 efficiency (plus one
Manager’s unit) permanent supportive housing units targeting veterans (20
units - Project Based HAP for a 15 year term), individuals who are at-risk
of homelessness, homeless, and chronically homeless with a mental health
diagnosis. The rehabilitation of the existing two-story, 70-room motel will
include adjusting room layouts to provide for approximately 69 adequately
sized efficiency/studio units for individuals earning no more than 30% of the
Area Median Income (AMI) in Orange County. Residents will pay no more
than 30% of their income (which in many cases, given the target population,
is a General Relief or Social Security benefit which is $910 per month).
The existing 298 square foot motel rooms (which include full private
bathrooms in each unit) will be modified to include a small kitchenette with
a food preparation area, refrigerator, small sink, two-burner stove, and
microwave. The interior of the units will be completely refinished to include
all new flooring and paint; new plumbing fixtures, redesigned bathrooms for
accessibility and water efficiency. All units will be fully furnished. Ten
percent (10%) of the units (7) will be modified to include mobility features,
as defined in CBC 11B 809.2 through 11B 809.4, and four percent (4%) of
the units (3) will be modified to include communications features, as defined
in CBC 11B 809.5. All ground floor units will be accessible.
The property currently includes a management/office space that will be
renovated for use by the social services, case management, and property
management staff to provide supportive services for the residents.
is working closely with the City of Anaheim Community and Economic
Development on the required Supportive Services Plan to ensure that
residents will have adequate supportive services. The space will include
approximately 1,819 square feet of common area amenities, such as
individual counseling offices, TV lounge, computer room, and multi-purpose
gathering and meeting rooms. The existing pool will be filled in and a new
1,400 square foot recreation/community room will be added at the center of
the property and will include a full kitchen and gathering spaces. Outdoor
recreation/leisure spaces totaling 11,008 square feet will include seating areas
2

SALIENT FACTS AND CONCLUSIONS (CONTINUED)
with BBQs, tables and benches and a community garden. The site will
receive a fresh, water-wise landscape design.
Entitlement Status:

As of the date of value, the proposed development was fully entitled for the
proposed renovation.

Construction Period: Per the developer, the construction time line is identified in the following
chart. It is the appraiser’s opinion that the time line appears reasonable for
the scope of work involved.
PROJECT SCHEDULE
Milestone
Approval of City Financing
Approval of Entitlements

July 30, 2019
August 5, 2019

County of Orange Financing Approvals

August 13, 2019

TCAC 4%/CDLAC Application Submittal

August 16, 2019

Acquisition of Property
TCAC/CDLAC Allocation
Construction Loan Closing/Construction Start

September 20, 2019
October 16, 2019
April 1, 2020

CDLAC 180-Day Readiness Deadline

April 13, 2020

Construction Completion

April 30, 2021

Permanent Loan Conversion
Receipt of 8609s

Census Tract:

Date

October 29, 2021
February 28, 2022

868.01.

Assessor's
Parcel Number:
Zoning:

The subject site is zoned C-G (General Commercial) by the City of Anaheim.
It is an extraordinary assumption of this report that all conditions imposed by
all appropriate governmental agencies are implemented by the developer
during construction and post construction / lease up.

Apparent Owner:

The land owner is identified as La Palma Housing Partners LP.

Property History:

We were provided with a Purchase and Sale Agreement dated October 27,
2017 between JHC-Acquisitions LLC (buyer) and N.D.P.C. Corporation
(Seller). The agreement indicates that the property was previously in escrow
to be purchased for $9,250,000 or $132,142 per unit based on the 70 units.
We requested but were not provided with information regarding the time on
the market or the number of offers received (if applicable). The property was
3

SALIENT FACTS AND CONCLUSIONS (CONTINUED)
in escrow for almost two years until closing, when the current ownership
entity (related to JHC-Acquisitions LLC), La Palma Housing Partners LP,
acquired title on September 20, 2019 for $9,250,000 via Instrument 362775.
We are not aware of any pending options or listings. The previous
information related to the present and past ownership of the property is
assumed to be correct. We have reviewed public information for verification
purposes and the above appears to be accurate. However, no warranty is
given or implied. Besides the 2019 transaction, no additional other transfers
in the last three years have occurred.
Reconciliation With
2019 Transfer:
The property was purchased for $9,250,000 in 2019, or $132,143 per room
based on the 70 room hotel. At the time the property entered into escrow,
there were no entitlements for the proposed renovation/conversion into an
affordable housing complex. Based on the difference between the PMVSO
with and without rent restrictions, the value impact to the land equates to 41%. Between 2017 and 2019, the current owner entitled the project for the
proposed income restricted renovation/conversion. The 2019 purchase price
is deemed to be at market, however, based on our analysis of encumbered
land value plus costs spent to date, it appears as though the developer
substantially over paid for the existing property. However, after analysis and
consideration for the favorable governmental financing (totaling over $25M),
the purchase price is essentially deemed to be market oriented. The gap
between the concluded land value as if encumbered and the 2019 purchase
price is more than accounted for in the various sources of favorable financing
and grants.
Dates of Value(s):

The subject property was last inspected on March 1, 2020. The developer
has a projected completion date of May 1, 2021 which appears reasonable
given the scope of work. We estimated an absorption time of six months for
move ins on both the restricted scenario (in line with our discussions with
Affirmed) and the market scenario which equates to a PMVSO of November
1, 2021.

Date of Report:

July 9, 2020.

Rights Appraised:

Fee Simple / Leased Fee.

Highest and
Best Use:

As Vacant:

Construct a proposed income restricted affordable housing complex,
however, it would only be feasible with the proposed incentives.
As Proposed: Renovate the 70 units to facilitate the income restricted apartment
project with the proposed governmental incentives.
4

SALIENT FACTS AND CONCLUSIONS (CONTINUED)
Strengths & Weaknesses of Subject Property
Strengths

Weaknesses

Pent Up Demand for Affordable Housing

Across the street from an electric power substation

Good Freeway Proximity
Good Employment Proximity
Condition
Opportunity

Threats

Impact / Reduce Homelessness

None

Sources:
CONSTRUCTION SOURCES
Name of Lender/Source

Percent

Amount of Funds

Per Unit

First Mortgage - CCRC

21.8%

$5,652,464

$80,749

Mental Health Services Act (MHSA)

35.0%

$9,096,000

$129,943

Accrued Interest - MHSA

1.7%

$432,060

$6,172

Orange County Housing Trust

7.7%

$2,000,000

$28,571

Accrued Interest - OC Housing Trust

0.4%

$95,000

$1,357

City of Anaheim Donation

6.2%

$1,600,000

$22,857

Accrued Interest - City of Anaheim

0.3%

$76,000

$1,086

26.4%

$6,853,487

$97,907

0.0%

$100

$1

LIHTC Equity
GP Equity
Deferred Developer Fee
Total Sources

0.6%

$163,240

$2,332

100.00%

$25,968,351

$370,976

Intended Use of the Appraisal
The intended use of this appraisal is for loan underwriting. [It may also be used in connection with
the acquisition, disposition and financing of the sale of the property.]
Intended User of the Appraisal
The intended users of this report is California Community Reinvestment Corporation (CCRC), its
successors and assignees, lenders, and participants in its bond program.
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SALIENT FACTS AND CONCLUSIONS (CONTINUED)
Reliance Provisions
1. In connection with a proposed extension of credit in the form of (or a proposed investment in) a
loan, debt issuance or other financing to be secured, in whole or in part, directly or indirectly, by the
real property ("Property") which is the subject of this report ("Report"), or by pledges of direct or
indirect ownership interests in the Property owner, or in the form of preferred equity ownership
interests in the Property owner (in any such case, the "Financing"), or the proposed issuance of any
securities secured or otherwise backed, in whole or in part, directly or indirectly by the Property or
the Financing (the "Securities"), this Report, and the information
contained therein, may be used and relied upon by the addressee(s) of this Report, their affiliates,
successors and assigns, and
a. CCRC ("Bank"), as Administrative Agent for the benefit of any lenders, from time to time,
party to the Financing;
b. any actual or prospective purchaser of, or investor in, the Financing (or any portion
thereof or interest therein by way of participation, syndication or otherwise);
c. any actual or prospective financing source for any such purchaser or investor;
d. any servicer of the Financing or the Securities;
e. any trustee of the Financing or the Securities;
f. any rating agency actually or prospectively rating the Financing or the Securities;
g. any underwriter of, or placement agent for, the Financing or the Securities;
h. any institutional provider of any liquidity facility or credit support for the Financing or
the Securities;
I. the respective affiliates of each entity referenced in clauses (a)-(g) above;
j. the respective officers, directors, employees, agents, advisors and counsel, acting in such
capacity on behalf of any person or entity referenced in clauses (a)-(I) above; and
k. the respective successors and assigns of any person or entity referenced in clauses (a)
through (I) above
This Report has no other purpose and should not be relied upon by any other person or entity.
2. This Report and its preparer may be referred to, and this Report may be included in whole or in
part, summarized or quoted (provided any such partial inclusion, summary, or quote is not
misleading), in any term sheet, offering circular, private placement memorandum, registration
statement, prospectus or prospectus supplement relating to the Financing or the Securities (or any
portion thereof) and the preparer of this Report agrees to cooperate reasonably in answering
questions by any of the persons or entities referenced in clauses (a)-(j) above during the three (3)
year period following the date of this Report.
3. This Report speaks only as of the date of this Report.
4. All the terms, conditions and provisions set forth in this Section entitled "Reliance Provisions",
as well as those contained in the Global Limited Agreement and the applicable (Appraisal,
Environmental, or Construction) General Requirements, all of which the preparer agreed to when
accepting the award of the assignment to prepare the Report on the Bank's Application system, shall
6

SALIENT FACTS AND CONCLUSIONS (CONTINUED)
control and supersede any contrary or inconsistent terms, conditions, or provisions otherwise set
forth in this Report (collectively "Contrary Terms"), unless an authorized officer of the Bank
expressly agrees in writing to such Contrary Terms and expressly states that such particular Contrary
Terms "supersede the terms of the 'Reliance Provisions' set forth in the General Requirements with
which the preparer of the Report agreed to when accepting the award of the assignment to prepare
the Report on the Bank's Application system."
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SCOPE OF THE APPRAISAL
Introduction
The USPAP Scope of Work Rule states:
For each appraisal and appraisal review assignment, an appraiser must:
<
<
<

identify the problem to be solved;
determine and perform the scope of work necessary to develop credible assignment results;
and
disclose the scope of work in the report.

An appraiser must properly identify the problem to be solved in order to determine the appropriate
scope of work. The appraiser must be prepared to demonstrate that the scope of work is sufficient
to produce credible assignment results. An appraiser must gather and analyze information about
those assignment elements that are necessary to properly identify the appraisal or appraisal review
problem to be solved.
Scope of Work Acceptability
The scope of work must include the research and analyses that are necessary to develop credible
assignment results. The scope of work is acceptable when it meets or exceeds (1) the expectations
of parties who are regularly intended users for similar assignments; and (2) what an appraiser's peers'
actions would be in performing the same or a similar assignment.
An appraiser must not allow assignment conditions to limit the scope of work to such a degree that
the assignment results are not credible in the context of the intended use.
An appraiser must not allow the intended use of an assignment or a client's objectives to cause the
assignment results to be biased.
This appraisal has been prepared under the U. S. Bank and CCRC appraisal Guidelines and it has
been completed in conformance with the requirements of the Appraisal Foundation's, Uniform
Standards of Professional Appraisal Practice (USPAP and the written report options of USPAP
Standards Rule 2-2(a)) and Title XI of FIRREA. I make no other warranties, either expressed or
implied, as to the character and nature of such services and products. The appraisal report is intended
to be an "appraisal assignment", as defined by the "USPAP" of the Appraisal Foundation; i.e., the
intention was that the appraisal service was performed in such a manner that the results of the
analysis, opinions, or conclusions be that of a disinterested third party. The depth of analysis is
intended to reflect the complexity of the real estate and nature of the assignment.
In order to conform to the requirement stated above, the appraiser has undertaken the following
appraisal procedures:
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SCOPE OF THE APPRAISAL (CONTINUED)
Data Collection
General Data: The social economic and governmental and environmental data in relation to the
region, city and neighborhood were obtained from the City of Anaheim Planning Department and
sources as compiled by the Planning Department, and various other sources as detailed herein.
The flood zone information was obtained from FEMA while the Alquist Priolo information was
obtained from the City of Anaheim.
In order to support the marketing time and the discount and capitalization rates, information from
numerous sources and surveys was collected. In addition, numerous investors in the market have
been interviewed.
Specific Data
Subject Property: The client provided the following information with regard to the subject property:
1)
2)
3)
4)
5)
6)
7)
8)

Proforma
Architectural Plans
Market Study
Purchase Sale Agreement / Closing statement
Executed Term Sheet
Social Services Plan
Project Description
LOI - Tax Credit Purchase

Comparables: Land sales, improved sales and rental comparables were obtained from the following
sources:
1)
2)
3)
4)
5)
6)

The appraiser's own files
Costar Group
Realquest
Broker interviews
Marketing time discussed with parties to sales or leases.
Discount and Capitalization rates: confirmed with parties of sales.

Governmental Agencies: Planning, zoning, and building department information was considered.
1)
2)

Zoning, permitted uses, specific plan areas, and use restrictions verified with the City of Anaheim Planning
Department.
Status of entitlement, moratoriums, occupancy permits, required retro-fitting, toxic substance abatement, conditional
use permits or other issues requisite to the development, occupancy or continued use of the property was verified
with the City of Anaheim Planning Department, the developer and architect.

Site Inspection
Subject property: The subject property site was inspected on March 1, 2020.
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SCOPE OF THE APPRAISAL (CONTINUED)
Neighborhood: The appraiser has delineated the neighborhood boundaries of the subject and visited
the major thoroughfares in order to analyze the land use characteristics of the immediate market
area.
Comparables: The appraiser has visited the exterior of all improved and rental comparables and
noted the overall physical characteristics but were unable to enter into the interior of the improved
comparables.
Valuation
Highest and Best Use: Based on the market data gathered, the appraiser was able to determine the
highest and best use of the subject as if vacant and as improved.
Valuation Applicability and Limitation: The identified land, improved and rental comparables in
each approach were confirmed with the buyers, sellers or brokers in the market area. Detailed
information of each comparable and photographs were presented in the data sheets. Adjustment
grids were charted and quantified adjustments were discussed in the text.
Cost Approach: This approach in appraisal analysis is based on the proposition that an informed
purchaser will pay no more than the cost of producing a substitute property with the same utility as
the subject property. The Cost Approach is particularly appropriate when the property being
appraised includes relatively new improvements which represent the highest and best use of the land,
or when relatively unique or specialized improvements are located on the subject site, and when
market data of similar properties cannot be obtained.
Sales Comparison Approach: The unit of comparison of the comparables was based on a price per
unit basis and charted (with an adjustment grid), with secondary consideration from the NOI/Unit
analysis.
Income Approach: Comparable income and expense amounts and ratios were derived from IREM
and comparable properties in the area. A Direct Capitalization Approach was presented and
reconciled to a value.
Reconciliation: The Cost, Income and Sales Approaches were analyzed in order to arrive at a final
value estimate.
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DEFINITIONS
Market Value
Market Value is defined as:
The most probable price which a property should bring in a competitive and open market under all
conditions requisite to a fair sale, the buyer and seller each acting prudently and knowledgeably,
and assuming the price is not affected by undue stimulus. Implicit in this definition is the
consummation of a sale as of a specified date and the passing of title from seller to buyer under
conditions whereby:
1.
2.
3.
4.
5.

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.

Source: Office of the Comptroller of Currency under 12CFR, Part 34, Subpart C - Appraisals, 34.42 Definition (f).

Market Value "As Is": condition that means an estimate of the market value of a property in the
condition observed upon inspection and as it physically and legally exists without hypothetical
conditions, assumptions, or qualifications as of the date of inspection.
Prospective Market Value Upon Completion of Construction: means a forecast of market value
expected to occur at the estimated date of completion of construction (shell building completion for
certain development-type properties). This value is premised on market conditions forecast to exist
as of that completion date.
Prospective Market Value Upon Reaching Stabilized Occupancy: means a forecast of market
value expected to occur at the estimated date of stabilized occupancy. This is the prospective market
value of the property at a point in time when all improvements have been physically constructed and
the property has been leased to its optimum level of long term occupancy.
Interest Appraised
X

Fee Simple Estate: Absolute ownership unencumbered by any other interest or estate; subject only to the
limitations imposed by the governmental powers of taxation, eminent domain, police power, and escheat. The
Dictionary of Real Estate Appraisal, Sixth edition. The Appraisal Institute.

X

Leased Fee Estate: An ownership interest held by a landlord with the rights of use and occupancy conveyed by
lease to others. The rights of lessor (the leased fee owner) and the leased fee are specified by contract terms
contained within the lease. The Dictionary of Real Estate Appraisal, Sixth edition. The Appraisal Institute.
Leasehold Improvements: Improvements or additions to leased property that have been made by the lessee. The
Dictionary of Real Estate Appraisal, Sixth edition. The Appraisal Institute.
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DEFINITIONS (CONTINUED)
Insurable Cost Based on the replacement and/or reproduction cost of physical items that are
subject to loss from hazards. Insurable Cost is that portion of the value of the asset or asset group
that is acknowledged or recognized under the provisions of an applicable loss insurance policy.
Appraisal Report Format
According to Standards Rule 2-2(a) of the Uniform Standard of Professional Appraisal Practice
(USPAP), the content of an Appraisal Report must be consistent with the intended use of the
appraisal and, at a minimum:
•
•
•
•

•
•
•
•
•
•

•
•
•
•

state the identity of the client; or if the client has requested anonymity, state that the identity
is withheld at the client’s request but is retained in the appraiser’s workfile;
state the identify of any other intended user(s) by name or type;
state the intended use of the appraisal;
contain information, documents, and/or exhibits sufficient to identify the real estate involved
in the appraisal, including the physical, legal, and economic property characteristics
relevant to the assignment;
state the real property interest appraised;
state the type and definition of value and cite the source of the definition;
state the effective date of the appraisal and the date of the report;
summarize the scope of work used to develop the appraisal;
summarize the extent of any significant real property appraisal assistance;
summarize the appraisal methods and techniques employed; state the reasons for excluding
the sales comparison approach, cost approach, or income approach if any have not been
developed; summarize the results of analyzing the subject sales, agreements of sale, options,
and listings in accordance with Standards Rule 1-5; state the value opinion(s) and
conclusion(s); and summarize the information analyzed and the reasoning that supports the
analyses, opinions, and conclusions, including reconciliation of the data and approaches;
state the use of the real estate existing as of the effective date and the use of the real estate
reflected in the appraisal;
when an opinion of the highest and best use was developed by the appraiser, state that
opinion and summarize the support and rationale for that opinion;
clearly and conspicuously: state all extraordinary assumptions and hypothetical conditions;
and state that their use might have affected the assignment results; and
include a signed certification in accordance with Standards Rule 2-3.

Source: The Appraisal Foundation, Uniform Standards of Professional Appraisal Practice, Standards Rule 2-2, 2020-2021 edition.
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ASSUMPTIONS AND LIMITING CONDITIONS
Introduction
Standards Rule (S.R.2-2) of the Uniform Standards of Professional Appraisal Practice requires the
appraiser to state all assumptions, hypothetical conditions, and limiting conditions that affected the
analyses, opinions and conclusions. In compliance with Standards Rule 2-2, and to assist the reader
in interpreting the report, such assumptions and limiting conditions as related to the subject are set
forth as follows:
The conclusions and opinions expressed in this report apply to the date of value of March 1, 2020. The dollar amount of any
value opinion or conclusion rendered or expressed in this report is based upon the purchasing power of the United States
Dollar existing on March 1, 2020.
The appraiser assumes no responsibility for economic, physical or demographic factors which may affect or alter the opinions
in this report if said economic, physical or demographic factors were not present as of the date of the letter of transmittal
accompanying this report. The appraiser is not obligated to predict future political, economic or social trends.
Disclosure of the contents of this appraisal report is governed by the Code of Professional Ethics and the Standards of
Professional Practice of the Appraisal Institute and the Uniform Standards of Professional Appraisal Practice (USPAP).
In preparing this report, the appraiser was required to rely on information furnished by other individuals or found in
previously existing records and/or documents. Unless otherwise indicated, such information is presumed to be reliable.
However, no warranty, either express or implied, is given by the appraiser for the accuracy of such information and the
appraiser assumes no responsibility for information relied upon and later found to have been inaccurate. No responsibility
is assumed for errors or omissions, or for information not disclosed which might otherwise affect the valuation estimate. The
appraiser reserves the right to make such adjustments to the analysis, opinions and conclusions set forth in this report as may
be required by consideration of additional data or more reliable data that may become available.
No opinion as to the title of the subject property is rendered. Data related to ownership and legal description was obtained
from public records and is considered reliable. Title is assumed to be marketable and free and clear of all liens,
encumbrances, easements and restrictions except those specifically discussed in the report. The property is appraised
assuming it to be under responsible ownership and competent management, and available for its highest and best use.
The appraiser assumes no responsibility for hidden or unapparent conditions of the property, subsoil, ground water or
structures that render the subject property more or less valuable. No responsibility is assumed for arranging for engineering,
geologic or environmental studies that may be required to discover such hidden or unapparent conditions.
The appraiser has not been provided any information regarding the presence of any material or substance on or in any portion
of the subject property or improvements thereon, which material or substance possesses or may possess toxic, hazardous
and/or other harmful and/or dangerous characteristics. Unless otherwise stated in the report, the appraiser did not become
aware of the presence of any such material or substance during the appraiser's inspection of the subject property; however,
the appraiser is not qualified to investigate or test for the presence of such materials or substances. The presence of such
materials or substances may adversely affect the value of the subject property. The value estimated in this report is predicated
on the assumption that no such material or substance is present on or in the subject property or in such proximity thereto that
it would cause a loss in value. The appraiser assumes no responsibility for the presence of any such substance or material
on or in the subject property, nor for any expertise or engineering knowledge required to discover the presence of such
substance or material. Unless otherwise stated, this report assumes the subject property is in compliance with all federal, state
and local environmental laws, regulations and rules.
Unless otherwise stated, the subject property is appraised assuming it to be in full compliance with all applicable zoning and
land use regulations and restrictions.
Unless otherwise stated, the property is appraised assuming that all required licenses, permits, certificates, consents or other
legislative and/or administrative authority from any local, state or national government or private entity or organization have
been or can be obtained or renewed for any use on which the value estimate contained in this report is based.
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ASSUMPTIONS AND LIMITING CONDITIONS (CONTINUED)
No opinion is expressed as to the value of subsurface oil, gas or mineral rights or whether the property is subject to surface
entry for the exploration or removal of such materials, except as is expressly stated.
Maps, plats and exhibits included in this report are for illustration only to serve as an aid in visualizing matters discussed
within the report. They should not be considered as surveys or relied upon for any other purpose, nor should they be removed
from, reproduced or used apart from the report.
No opinion is intended to be expressed for matters which require legal expertise or specialized investigation or knowledge
beyond that customarily employed by real estate appraisers.
The distribution, if any, of the total valuation in this report between land and improvements applies only under the stated
program of utilization. The separate allocations for land and improvements must not be used in conjunction with any other
appraisal and are invalid if so used.
Possession of this report, or a copy of it, does not carry with it the right of publication. Without the written consent of the
appraiser, this report may not be used for any purpose by any person other than the party to whom it is addressed. In any
event, this report may be used only with proper written qualification and only it its entirety for its stated purpose. Neither
all, nor any part, of the contents of this report (including any conclusions as to value, the identity of the appraisers, or the firm
with which they are connected) shall be disseminated to the public through advertising media, public relations, news media,
sales media, or any other public means of communication without prior written consent and approval of the appraiser.
The property which is the subject of this appraisal is within a geographic area prone to earthquakes and other seismic
disturbances. Except as specifically indicated in the report, no seismic or geologic studies have been provided to the appraiser
concerning the geologic and/or seismic condition of the subject property. The appraiser assumes no responsibility for the
possible effect on the subject property of seismic activity and/or earthquakes.
Testimony or attendance in court or at any other hearing is not required by reason or rendering this appraisal, unless such
arrangements are made a reasonable time in advance of said hearing. Further, unless otherwise indicated, separate
arrangements shall be made concerning compensation for the appraiser's time to prepare for and attend any such hearing.
No termite, dry rot, wet rot, pest or other infestation report was made available to the appraiser. It is assumed that there is
no related damage or infestation, unless otherwise stated.
No consideration has been given in this appraisal as to the value of the property located on the premises considered by the
appraiser to be personal property, nor has the appraiser given consideration to the costs of moving or relocating such personal
property; only the real property has been considered in this appraisal. Additionally, the comparable data was of real property
only, and no personal property was considered with any market data.
Competitive institutional financing is assumed to be available.
No engineering survey has been made by the appraiser. Except as specifically stated, data relative to size and area of the
subject property was taken from sources considered reliable and no encroachment of the subject property is considered to
exist.
Although the valuation contained in this report is the work product of the appraiser, the appraiser has relied in his conclusions
upon specialized professional studies prepared by FEMA relating to flood information and the County of Anaheim relating
to earthquake information.
Income and expense data related to the property being appraised was provided by the client and the property manager, and
is assumed, but not warranted, to be accurate.
The appraisers were provided with a preliminary title report from First American Title Insurance Company dated January
22, 2020 (File No. NCS-876497-A-SA1). It is an extraordinary assumption of this appraisal report that (other than noted)
there are no additional easements, regulatory agreements, covenants or restrictions which encumber the subject property and
would prohibit the site's highest and best use, other than those outlined in this report.
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ASSUMPTIONS AND LIMITING CONDITIONS (CONTINUED)
It is assumed that there are no soil conditions which negatively affect the subject property. As no hydrology studies were
available for review, it is assumed that any drainage sheet flow through the subject property would be contained, and the
property under appraisement would not be subject to inundation.
The appraiser recognizes that electromagnetic fields have, in recent years, become a subject of concern which may affect
value. The appraiser has not been informed of, nor observed or discovered, any electrical utility, facility, installation,
structure, easement, or service which tends to create an electromagnetic field in the vicinity of the subject property. For the
purpose of this appraisal it is assumed that the subject property is not in the vicinity of any such potential electromagnetic
field.
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PRESENTATION OF DATA

REGIONAL ANALYSIS
REGIONAL DESCRIPTION
Important in any appraisal is an understanding of the location of a subject property in relation to the
rest of the community. The following is an economic and demographic overview of the trends
influencing the Orange County region as well as some comparisons with the State of California.
State of California Employment - January 2020 (most recent available)
California’s unemployment rate held steadfast at its record low of 3.9% in December as the state’s
employers added 12,600 non-farm payroll jobs, according to data released today by the California
Employment Development Department (EDD) from two surveys. The job gains in December
contribute to a record job expansion in California of 118 months, surpassing the long expansion of
the 1960s. California has gained 3,422,900 jobs since the current expansion began in February 2010,
accounting for more than 15% of the nation’s 22,688,000 job gain over the same time frame.
California’s Labor Market, By the Numbers
•
•
•

•

The state’s unemployment remained at 3.9% in December, maintaining a record low in a
data series going back to the 1970s. The number of unemployed Californians is the lowest
since 1989, despite large gains in statewide population since.
The nation’s unemployment rate also remained unchanged in December, holding at 3.5%.
December’s 12,600 non-farm payroll jobs gain was driven by growth in 6 of California’s 11
industry sectors. Professional & Business Services (6,500) posted the biggest jobs gain,
fueled mostly by scientific research and development and advertising and related services.
Educational & Health Services (5,200) also did well with job gains in dental offices and
in-home supportive services leading the way.
Information, one of November’s top job-gaining sectors, posted December’s biggest jobs
loss (-3,900) mainly due to weakness last month in the motion picture and sound recording
subsector.

Data Trends About Jobs in the Economy
Total Non-Farm Payroll Jobs (Comes from a monthly survey of approximately 80,000 California
businesses that estimates jobs in the economy - seasonally adjusted)
•

Month-over – Total non-farm jobs in California’s 11 major industries totaled 17,612,500
in December – a net gain of 12,600 jobs from November. This followed a revised gain of
24,000 jobs in November.

•

Year-over – Total non-farm jobs increased by 310,300 jobs (a 1.8% increase) from
December 2018 to December 2019 compared to the U.S. annual gain of 2,108,000 jobs (a
1.4% increase).
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REGIONAL ANALYSIS (CONTINUED)
•

Total Farm Jobs – The number of jobs in the agriculture industry increased by 3,100 jobs
from November to 439,100. The agricultural industry has added 7,800 farm jobs since
December 2018.

Data Trends about Workers in the Economy
Employment and Unemployment in California (Based on monthly federal survey of 5,100 California
households which focuses on workers in the economy)
•

Employed – The number of Californians holding jobs in December was 18,786,800, an
increase of 56,400 from November and up 81,800 from the employment total in December
of last year.

•

Unemployed – The number of unemployed Californians was 757,700 in December, a
decrease of 4,100 over the month and down by 44,900 compared with December of last year.

Unemployment Insurance Claims (not seasonally adjusted)
In related data that figures into the state’s unemployment rate, there were 327,751 people receiving
Unemployment Insurance benefits during the survey week in December compared to 293,595 in
November and 338,747 people in December 2018. Concurrently, 50,116 people filed new claims
in December which was a month-over increase of 680 people.
County of Orange
Important in any appraisal is an understanding of the location
of a subject property in relation to the rest of the community.
The different factors of the surrounding environments will
effect the performance of an income producing property.
Influencing the real estate market are a number of
considerations; these considerations include geographical,
social, and economic climates. In analyzing the subject
property, each of these factors must be reviewed for their effect
on properties in the area's local real estate market.
Orange County lies along 42 miles of Southern California coast
between Los Angeles and San Diego Counties, and extends
some 25 miles inland. The area covers 798 square miles, three
fourths of which is privately owned. The eastern mountain region which includes the Cleveland
National Forest is largely uninhabited, and the population is mostly contained within the 38 square
miles of incorporated cities in the northwest corner of the county, and stretching south along the
coast.
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REGIONAL ANALYSIS (CONTINUED)
There is a total of 34 individual cities and numerous unincorporated communities. A strategic
location and quality of life are the primary factors for Orange County's evolution from a rural,
agricultural dominated economy, into an urbanized commercial center. Prior to the 1960s, the
county was considered to be a bedroom community of Los Angeles County. During the 1950s and
1960s, improvements in the transportation network and economic growth of the region gave rise to
the sub-urbanization of the area as the second largest county within the Los Angeles Basin. Today,
despite the severe economic downturn during the first half of the 1990s, and the filing of bankruptcy
in December 1994, Orange County remains one of the most economically vibrant and diverse
components of the Los Angeles Basin.
Orange County consists of two topographical areas: coastal lowland and foothill/ mountainous
areas. The climate in the county resembles that of the Mediterranean, due to similar latitude,
prevailing winds and proximity to the ocean. Most urban development is concentrated in the
northwest and central portions of the county, and generally extends southwest from Los Angeles
County to the Newport Beach-Irvine area.
The Pacific Ocean is a major tourist attraction and properties in proximity to the coast are in strong
demand. Tourist attractions along the coast include restaurants, hotels, motels and other commercial
developments. Major marine facilities along the coast include Huntington Harbor, Newport Bay and
Dana Point Harbor. In the central portion of Orange County, tourist attractions include Disneyland
and Edison Field, home of the Angels baseball team.
Transportation
Orange County is the forefront of new developments in urban transportation in the state. The prime
example is the recently-completed construction of privately financed and operated toll roads to
alleviate some of the congestion. These toll roads include the Eastern Transportation Corridor
running north-south, and the Foothill Transportation Corridor, and the San Joaquin Hills
Transportation Corridor, all of which are generally in the Southern section of the County. Eight
freeways extend through the county and provide access to Los Angeles, San Diego, Riverside and
San Bernardino Counties. Several major rail lines serve the county and passenger service in and out
of the county is provided by Amtrak.
Air transportation is provided primarily via the John Wayne Airport in Santa Ana, which provides
passenger and freight service to most major cities in the continental United States. The John Wayne
Airport is owned and operated by the County of Orange.
In addition to John Wayne Airport, the county contains several municipal airports. The U.S. Marine
Corps Air Station in Tustin and the U.S. Marine Corps El Toro Air Station have both been closed
and Measure “W” passed in March 2002 has the land slated for open space and park usage.
Although traffic congestion has become a problem in Orange County, the current trends toward
alternative modes of transportation and a comprehensive mass transit system will serve to alleviate
the problem in the future. Nevertheless, traffic concerns will always be an issue as driving has
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REGIONAL ANALYSIS (CONTINUED)
become the preferred and to most commuters, the only mode of transportation utilized in Southern
California.
Population
According to the California Department of Finance, the January 2019 County Population was
estimated at 3,222,498. This is approximately 0.3% higher than the 2018 estimate of 3,213,275 and
7.05% higher than the 2010 census figure of 3,010,232.
The population figures illustrated in the following chart are based on the reported actual 1990, 2000
and 2010 census figures and the 2011 through 2019 estimates.
Orange County Projected Population Growth
Year

Population

Annual Growth

1990

2,410,668

--

2000

2,846,289

18.1%

2010

3,010,232

5.8%

2011

3,040,125

1.0%

2012

3,076,373

1.2%

2013

3,109,213

1.1%

2014

3,131,411

0.7%

2015

3,155,578

0.8%

2016

3,174,945

0.6%

2017

3,199,509

0.8%

2018

3,213,275

0.4%

2019

3,222,498

0.3%

Although forecasted velocities of expansion vary depending upon the source and methodologies
employed, all agree that Orange County is expected to continue in a stable growth trend. Orange
County's growth rate in the coming decade is expected to be similar to the state growth rate of
approximately 1.5% per year experienced during the 1990's. Presently, Orange County is the third
largest county in the state, following Los Angeles and San Diego Counties.
County Employment - As of January 2019 (most recent available)
The unemployment rate in Orange County was 2.4% in December 2019, down from a revised 2.5%
in November 2019, and below the year-ago estimate of 2.7%. This compares with an unadjusted
unemployment rate of 3.7% for California and 3.4% for the nation during the same period.
Between November 2019 and December 2019, total non-farm wage and salary employment rose
from 1,687,000 to 1,693,200, an increase of 6,200 jobs.
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REGIONAL ANALYSIS (CONTINUED)
•

Professional and business services reported the largest increase, adding 4,900 jobs. Nearly
half of the gain was reported in administrative and support services (up 2,400 jobs), which
includes temporary help firms.

•

Trade, transportation, and utilities added 1,200 jobs. Retail trade added 900 jobs, and
transportation, warehousing, and utilities gained 600 jobs. These gains were offset by a
decline of 300 jobs in wholesale trade. Other sectors with payroll increases were leisure and
hospitality (up 1,100 jobs) and manufacturing and financial activities (up 300 jobs each).

•

The largest employment loss was in government (down 1,000 jobs) with all the decline in
local government (down 1,100 jobs). This was offset by an employment increase of 100 jobs
in federal government. State government remained unchanged.

Between December 2018 and December 2019, total non-farm wage and salary employment
increased by 25,400 jobs, or 1.5%.
•

Professional and business services led the year-over gain by adding 8,400 jobs. 71% of the
increase was in administrative and support and waste services (up 6,000 jobs). Professional,
scientific, and technical services added 2,000 jobs, and management of companies and
enterprises increased by 400 jobs.

•

Leisure and hospitality increased by 7,700 payroll jobs. Almost 80% of the gain was in
accommodation and food services (up 6,100 jobs), led by advances in food services and
drinking places (up 5,400 jobs).

•

Construction added 5,300 jobs over the year with 89% of the increase in specialty trade
contractors (up 4,700 jobs). Heavy and civil engineering construction added 600 jobs, and
construction of buildings remained unchanged.

•

Two sectors reported year-over declines: other services (down 1,200 jobs) and
manufacturing (down 500 jobs). Mining and logging reported no employment change.

Housing
The following table was derived from the California Department of Finance, Demographic Research
Unit. The figures shown in the following table reflect housing trends for the county and are based
on the 2000 and 2010 actual census figures and the 2011 through 2019 estimated figures.
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Housing Trends - Orange County
Detached
2000

Attached

2 to 4

614,359

5 Plus

Mobile Homes

Total

% Change

32,450

969,484

--

322,675

2010

533,290

127,225

91,336

260,744

33,523

1,046,118

7.90%

2011

534,217

127,409

91,618

263,392

33,521

1,050,157

0.39%

2012

535,286

127,692

91,834

264,011

33,523

1,052,346

0.21%

2013

536,478

127,952

92,192

266,070

33,530

1,056,222

0.37%

2014

538,844

128,357

92,544

269,816

33,531

1,063,092

0.65%

2015

541,736

128,914

92,796

272,665

33,534

1,069,645

0.62%

2016

544,215

129,380

92,984

276,125

33,494

1,076,198

0.61%

2017

547,092

130,048

93,396

280,434

33,504

1,084,474

0.77%

2018

550,646

130,803

94,015

285,285

33,505

1,094,254

1.68%

2019

554,030

131,446

94,403

290,766

33,519

1,104,164

1.82%

*The figures in the chart reflect the number of housing units for County of Orange from the California Department of Finance,
Demographic Research Unit website.

County Income Trend
The following table reflects the income trend for Orange County for the 2010 census, 2019
estimates, and the projected 2024 figures. This table also calculates the percentage changes from
2010 to 2019 and from 2019 to 2024.
County Income Trend
Income

2010 Census

2019 Estimates

2024 Projection

% Change
2010-2019

2019-2024

Average

$104,601

$121,359

$139,918

16.0%

15.3%

Median

$73,071

$88,453

$102,755

21.1%

16.2%

Per Capita

$34,736

$39,619

$45,530

14.1%

14.9%

The per capita income within Orange County had a 14.1% change from 2010 to 2019; however, the
per capita income increase from 2019 to 2024 is projected to be 14.9%. The median income
estimate for 2019 is 21.1% higher than the 2010 actual. The 2024 median income is projected to
climb 16.2% over the 2019 estimate to $102,755.
The following chart shows 2019 household income for Orange County. The largest percentage of
the population (25.4%) earn an annual income of $150,000 or higher; 19.4% of the population are
earning $100,000-$149,999 per year; 14.8% area earning $50,000-$74,999 per year; 13.1% are
earning $75,000 to $99,999 per year; 8.6% are earning $35,000-$49,999 per year; and 6.8% are
earning less than $15,000 per year.
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Households by Household Income
2019 Est.
Total

2024 Est.

‘19 - ‘24 Change

1,060,867

100%

1,095,436

100%

--

<$15,000

71,645

6.8%

57,940

5.3%

-19.1%

$15,000 - $24,999

64,585

6.1%

51,100

4.7%

-20.9%

$25,000 - $34,999

61,753

5.8%

51,619

4.7%

-16.4%

$35,000 - $49,999

91,263

8.6%

79,070

7.2%

-13.4%

$50,000 - $74,999

156,923

14.8%

146,858

13.4%

-6.4%

$75,000 - $99,999

139,350

13.1%

141,783

12.9%

1.7%

$100,000 - $149,999

205,674

19.4%

229,239

20.9%

11.5%

$150,000 +

269,674

25.4%

337,827

30.8%

25.3%

According to STBD Online, as of 2019 there were 1,112,825 total housing units, of which 54.2%
(602,697) were owner-occupied, 41.2% (458,189) were renter-occupied and 4.7% (51,939) were
vacant. The total number of households is expected to increase by 3% to 1,147,134 in 2024.
Housing Units - Orange County
Percent Change
2010 Census

2019 Estimate

2024 Projection

‘10 to ‘19

‘19 to ‘24

1,048,907

--

1,112,825

--

1,147,134

--

5.7%

3.0%

Owner-Occupied

588,313

56.1%

602,697

54.2%

625,646

54.5%

2.4%

3.7%

Renter-Occupied

404,468

38.6%

458,189

41.2%

469,809

41.0%

11.7%

2.5%

Vacant

56,126

5.4%

51,939

4.7%

51,679

4.5%

-8.1%

-0.5%

Total Housing Units

Regional Conclusions
With its dynamic economy and picturesque coastline setting, the attraction for residents and
commerce is understood. Much of the region's elements draw upon these attributes. Tourism,
services, retail trade, and manufacturing, are vital and important elements of the local economy.
Based on these factors Orange County is anticipated to remain a desirable residential and
commercial location and will continue to grow over the next decade.
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City of Anaheim
Anaheim is an incorporated city located in the northwestern
portion of Orange County, a part of the Los Angeles
metropolitan area. Anaheim is the second-largest city in Orange
County in terms of land area, and is known for being the home
of the Disneyland Resort, the Anaheim Convention Center, and
two major sports teams: the Anaheim Ducks ice hockey club and
the Los Angeles Angels baseball team.
As one of the largest cities in California, Anaheim has a
favorable location with direct access to the Santa Ana (5) Freeway, the Artesia (91) Freeway, and
the Orange (22) Freeway. Anaheim is bordered by the cities of Fullerton, Placentia and Yorba Linda
to the north; Buena Park borders on the west; the cities of Stanton, Garden Grove and Orange are
along the southern border; unincorporated Orange County land lies to the east and southeast corner
of the City.
Anaheim was incorporated in Los Angeles County on March 18, 1876, and at that time, the City had
2.6 square miles and a population of 881. Orange County was split off from Los Angeles County
in 1889. Anaheim remained a largely-agricultural community until Disneyland opened in 1955.
This led to the construction of several hotels and motels around the area, and residential districts in
Anaheim soon followed. The city also developed into an industrial center, producing electronics,
aircraft parts and canned fruit.
Anaheim's city limits extend almost the full width of Orange County, from Cypress in the west,
twenty miles east to the Riverside County line in the east, encompass a diverse range of
neighborhoods. In the west, mid-20th-century tract houses predominate. Downtown Anaheim has
three mixed-use historic districts, the largest of which is the Anaheim Colony. South of downtown,
a center of commercial activity of regional importance begins (the Anaheim-Santa Ana edge city),
which stretches east and south into the cities of Orange, Santa Ana and Garden Grove. This edge
city includes the Disneyland Resort, with two theme parks, multiple hotels, and retail district;
Disney is part of the larger Anaheim Resort district with numerous other hotels and retail complexes.
The Platinum Triangle, a neo-urban redevelopment district surrounding Angel Stadium, is planned
to be populated with mixed-use streets and high-rises. Further east, Anaheim Canyon is an industrial
district north of the Riverside Freeway and east of the Orange Freeway. The city's eastern third
consists of Anaheim Hills, a community built to a master plan, and open land east of the 241 toll
way.
Population
According to the State of California Employment Development Department, the City of Anaheim
has an estimated January 2019 (most recent available) population of 359,339 residents. The
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AREA ANALYSIS (CONTINUED)
population figures illustrated in the following chart are based on the reported actual 1990, 2000 and
2010 census figures and the 2011 through 2019 estimates.

Housing
The following table was derived from the California Department of Finance, Demographic Research
Unit. The figures shown in the following table reflect housing trends for the city based on the 2000
and 2010 census figures and the 2011 through 2019 estimated figures.
Housing Trends - City of Anaheim
Detached
2000

Attached

2 to 4

51,852

5 Plus
43,483

Mobile
Homes

Total

%
Change

4,384

99,719

--

2010

44,818

8,903

11,382

34,449

4,685

104,237

4.53%

2011

44,817

8,902

11,390

35,731

4,685

105,525

1.24%

2012

44,829

8,902

11,390

35,851

4,685

105,657

0.13%

2013

44,903

8,902

11,390

35,996

4,685

105,876

0.21%

2014

44,941

8,902

11,390

36,069

4,685

105,987

0.10%

2015

44,974

9,002

11,390

36,383

4,685

106,434

0.42%

2016

44,966

9,162

11,390

36,423

4,685

106,626

0.18%

2017

45,011

9,228

11,395

37,238

4,685

107,557

0.87%

2018

45,107

9,294

11,398

37,738

4,685

108,222

0.62%

2019

45,153

9,445

11,400

38,861

4,685

109,544

1.22%

*The figures in the chart reflect the number of housing units for City of Anaheim from the California Department of Finance, Demographic Research Unit website.

Household Income / Housing Units
The average household income in City of Anaheim was estimated by STDB Online to be $93,491
in 2019. The estimated median income for 2019 was $71,065. The table below displays the City’s
household income.
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2019
Estimate

2024
Projection

Percent Change
‘19-‘24

Average Household Income

$93,491

$109,176

16.8%

Median Household Income

$71,065

$82,864

16.6%

Per Capita Income

$26,733

$31,187

16.7%

According to STDB Online, as of 2019 there were 108,975 total housing units of which 44.1%
(48,021) were owner-occupied, 50.8% (55,381) were renter-occupied and 5.1% (5,573) were vacant.
The total number of housing units is expected to increase by 3.3% to 112,728 in 2024.
Housing Units - City of Anaheim
Percent Change
2010 Census

2019 Estimate

2024 Projection

‘10 to ‘19

‘19 to ‘24

Total Housing Units

104,236

--

108,975

--

112,728

--

4.3%

3.3%

Owner-Occupied

47,676

45.7%

48,021

44.1%

49,696

44.1%

0.7%

3.4%

Renter-Occupied

50,617

48.6%

55,381

50.8%

57,402

50.9%

8.6%

3.5%

Vacant

5,943

5.7%

5,573

5.1%

5,630

5.0%

-6.6%

1.0%

Education
The City of Anaheim is served by the following seven public school districts: Anaheim Elementary
School District; Anaheim Union High School District; Centralia School District; Magnolia School
District; Orange Unified School District; Placentia-Yorba Linda Unified School District; and the
Savanna School District. Anaheim is home to 74 public schools, of which 47 serve elementary
students, nine are junior high schools, 14 are high schools and three offer alternative education.
Anaheim has three private universities: Anaheim University; Southern California Institute of
Technology (SCIT); and Bristol University (BU). The North Orange County Community College
District and Rancho Santiago Community College District serve the community.
Employment as of February 2020 (most recent available)
According to the Employment Development Department, the City of Anaheim had a labor force of
172,900 and an unemployment rate of 2.6%. This is approximately 0.2% higher than the current
Orange County unemployment rate of 2.4% and 1.1% lower than the current State of California
unemployment rate of 3.7%.
Transportation
Anaheim and its environs has very good freeway access provided by: Riverside (91) Freeway,
which runs through the center of the city; Santa Ana (5) Freeway, the major north/south freeway in
Southern California; and the Orange (57) Freeway, which runs north/south along the eastern portion
of the City.
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These major freeways intersect at an interchange situated just east of the City limits. From here, the
Riverside Freeway southbound connects to the Costa Mesa Freeway that continues southwest to
Costa Mesa and Newport Beach. The Riverside Freeway provides access into Riverside and San
Bernardino Counties and west into Los Angeles. The Santa Ana Freeway roughly bisects the City.
It extends northwest to Los Angeles and further to Ventura County and central California. To the
south, it provides access to San Clemente and ultimately to San Diego and the international border
with Mexico. Also available to the community is the Eastern Transportation corridor, a toll road that
leads from the Riverside Freeway to the major employment centers of Irvine, Tustin and Newport
Beach.
All major trucking lines provide one-day service to Los Angeles and overnight delivery to San
Diego and San Francisco.
The Orange County Transit District and Greyhound Bus offer bus transportation both locally and
regionally. Amtrak, Santa Fe Railway and the Southern Pacific Transportation Co. provide rail
service. Amtrak stations are located within the City.
Anaheim is served by two major railroads, the Union Pacific Railroad and the BNSF Railway. In
addition, the Anaheim Regional Transportation Intermodal Center (ARCTIC), a major regional
transit station near Honda Center and Angel Stadium, serves Amtrak, Metrolink, and several bus
operators, and the Anaheim Canyon Metrolink station serves Metrolink's IEOC Line.
Anaheim is accessible from several major airports, with Long Beach Airport being approximately
thirty minutes away. Further removed, but easily accessed, are the Los Angeles International, John
Wayne/Orange County, Burbank and Ontario Airports.
Community Data - Immediate Demographics
The following information was derived from STDB Online and pertains to a three-mile ring around
the subject property site. Therefore, the ‘area’ referred to in the next section is representative of a
three-mile ring (radius) around the site.
Population ~ Within a three-mile radius of the subject property, the current year population is
289,227. In 2010, the Census count in the area was 273,022. The rate of change since 2010 was
0.63% annually. The five-year projection for the population in the area is 297,345 representing a
change of 0.56% annually from 2019 to 2024. Currently, the population is 49.5% male and 50.5%
female.
2010 Census
Population

273,022

2019 Est.
289,227

2024 Proj.
297,345

‘10 - ‘19
Change
5.9%

‘19 - ‘24
Change
2.8%

‘19 - ‘24
Annual Rate
0.56%
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Households ~ The household count within a three-mile radius has changed from 78,839 in 2010 to
81,651 in the current year, a change of 0.38% annually. The five-year projection of households is
83,365, a change of 0.42% annually from the current year total. Average household size is currently
3.49, compared to 3.42 in the year 2010. The number of families in the current year is 63,669 in the
specified area.
2010 Census

2019 Est.

2024 Proj.

‘10 - ‘19
Change

‘19 - ‘24
Change

Households
Households

78,839

81,651

83,365

3.6%

2.1%

Family Households

61,233

63,669

65,117

4.0%

2.3%

3.42

3.49

3.52

2.0%

0.9%

Average Household Size

Housing ~ Currently, 42.7% of the 84,838 housing units within a three-mile radius are owneroccupied; 53.5%, renter-occupied; and 3.8% are vacant. Currently, in the U.S., 56.4% of the housing
units in the area are owner-occupied; 32.4% are renter-occupied; and 11.2% are vacant. In 2010,
there were 82,928 housing units in the area - 44.4% owner-occupied, 50.7% renter-occupied, and
4.9% vacant. The annual rate of change in housing units since 2010 is 1.02%. Median home value
in the area is $532,678, compared to a median home value of $234,154 for the U.S. In five years,
median value is projected to change by 1.60% annually to $576,559.
2010 Census

2019 Est.

2024 Proj.

‘10 -‘19
Change

‘19 -‘24
Change

Housing Units
Owner-Occupied

36,789

36,229

37,612

-1.5%

3.8%

Renter-Occupied

42,050

45,423

45,753

8.0%

0.7%

4,089

3,187

3,128

-22.1%

-1.9%

Vacant

Households by Income ~ Current median household income is $63,744 within a three-mile radius,
compared to $60,548 for all U.S. households. Median household income is projected to be $76,818
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in five years, compared to $69,180 for all U.S. households. Current average household income is
$82,776 in this area, compared to $87,398 for all U.S. households. Average household income is
projected to be $98,810 in five years, compared to $99,638 for all U.S. households. Current per
capita income is $23,364 in the area, compared to the U.S. per capita income of $33,028. The per
capita income is projected to be $27,690 in five years, compared to $36,530 for all U.S. households.
2019 Est.

2024 Proj.

‘19 - ‘24 Change

Average Household Income

$82,776

$98,810

19.4%

Median Household Income

$63,744

$76,818

20.5%

Per Capita Income

$23,364

$27,690

18.5%

%

‘19 - ‘24 Change

Income

2019 Est.

% 2024 Proj.

Households by Household Income
Total

81,653

100%

83,365

100%

--

<$15,000

7,559

9.3%

5,966

7.2%

-21.1%

$15,000 - $24,999

7,271

8.9%

5,815

7.0%

-20.0%

$25,000 - $34,999

6,475

7.9%

5,453

6.5%

-15.8%

$35,000 - $49,999

9,864

12.1%

8,701

10.4%

-11.8%

$50,000 - $74,999

15,068

18.5%

14,574

17.5%

-3.3%

$75,000 - $99,999

11,571

14.2%

12,151

14.6%

5.0%

$100,000 - $149,999

14,103

17.3%

16,877

20.2%

19.7%

9,742

11.9%

13,828

16.6%

41.9%

$150,000 +

Proximity Chart
There are many conveniences in close proximity to the subject property that include grocery stores,
pharmacies, parks, and shopping venues. The following is a list of conveniences and their distance
to the subject property.
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Destination

Miles

Destination

Miles

Grocery/Convenience Stores & Pharmacies
Aldi

0.4

Walmart

0.4

7-Eleven

0.3

Rite Aid

0.2

Dining & Coffee Shops
Spicytarian JGY

1.1

Starbucks

0.5

Banks / ATM’s
U.S. Bank Branch

0.3

Union Bank

0.5

Hospitals & Care Centers
Metamorphosis Medical Center

0.8

West Anaheim Medical Center

1.7

Marque Urgent Care

2.0

Anaheim Regional Medical Center

2.7

Primary and Secondary Schools
Albert Schweitzer Elementary School

1.3

Orangethorpe Elementary School

1.4

Cornelia Connelly School

1.5

Buena Park High School

1.0

Colleges and Universities
North-West College - Anaheim

1.3

West Coast University

0.6

Parks & Recreation
Henry Boisseranc Park

0.5

Brookhurst Community Park

1.1

Retail & Entertainment
The Source

1.3

Krikorian Buena Park Metroplex 18

0.6

Airports
John Wayne Airport

13.0

Los Angeles International Airport

25.5

Conclusion
The subject’s neighborhood has features and qualities which contribute to a positive demand for real
estate. All utilities are available throughout the neighborhood and the improvements in the area are
generally in average condition. The streets and other public areas are also in average condition, and
parking is adequate, both for specific improvements throughout the neighborhood. The long term
outlook is positive for this community. Overall, the trend for the neighborhood is one of stability.
In summary, the neighborhood has all the necessary features to maintain a demand for real estate.
The subject property benefits from the features of the neighborhood.
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APARTMENT MARKET
The following market information was derived from CoStar Group, Inc. The first section pertains
to the Orange County macro apartment market and the second section pertains to the subject’s
submarket and micro apartment market.
The following information pertains to the Orange County apartment market and was derived from
CoStar Group, Inc. as of the First Quarter of 2020.
Apartment Macro Market - Orange County via CoStar Group, Inc.
As of the First Quarter of 2020
The large amount of new multifamily inventory, around 11%, that has delivered this cycle in Orange
County has almost primarily been high-end luxury end units. Developers often have little choice,
as the cost of development has continued to surge, and numerous supply constraints have provided
additional obstacles to new construction.
Rent growth in the county has been below the peak reached in 2016, however annual growth has
tended above the historical average in recent quarters. Submarkets that had seen some of the largest
inventory growth this cycle finally saw solid rent growth as strong lease-up helped landlords drive
rent growth in recent quarters. Pricing continues to rise, as investor interest in Orange County has
yet to wane, though inventory turnover has continued to trend down.
Vacancy
Demand drivers in the metro are strong and more diversified compared with the last cycle. Despite
the large amount of inventory delivering in the past few years, vacancies remain around the
historical average and sit at 5.5%.
The Orange County workforce is highly educated, with a little more than 40% of residents having
at least a bachelor’s degree. This provides a backbone for the multifamily sector, and despite the
median home value dipping in the past year, at $720,000, home ownership remains out of reach for
many residents.
Orange County's home ownership rate has steadily fallen over the past decade, from north of 62%
to 57%, and newly built homes average nearly $900,000. Less than a quarter of the county's
households earn the requisite income to afford a median-priced home, according to Chapman
University. The California Department of Housing states that residents (owners and renters) of
Orange County on average pay more than 44% of their income toward housing costs.
Population growth is most pronounced in Irvine, the economic heart of the metro. It has been
growing by more than 2.5% annually the past few years, the highest rate in the county. Additionally,
more than two-thirds of residents have a four-year degree. The disproportionate flow of demand into
Irvine is leading to heavy supply additions. Despite the supply continuing to pour into the
submarket, demand is stable, although vacancies might be difficult to keep in check. Today’s
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economy is broad-based and strong, and it is unlikely to be as susceptible to system shock if a single
industry collapses as it was the last cycle. Almost 200 Fortune 500 companies have an office in
Irvine, and innovation firms including Blizzard Entertainment, Broadcom, Edwards Lifesciences,
and Google have significant footprints here.
As long as employment remains strong in high-paying sectors like professional and financial
services, R&D, technology, and other knowledge-intensive sectors, metro-wide demand should also
continue to keep pace with deliveries in most submarkets. If the growth of high-paying jobs slows
and the economy cools, oversupply may come into play, especially since everything being built is
at the luxury end of the market. Worth noting, Boeing has begun moving people out of its
Huntington Beach campus, which will ultimately include 2,200 workers over the next few years.
While demand has been more stable in Irvine and South County, strong lease up of new
communities has been a trend across the county. In fact, South County and Irvine vacancies have
consistently trended higher than the northern submarkets like Anaheim and Central OC West of I-5.
Leasing of new units has averaged around 26-units a month before stabilization in the northern
submarkets while the southern submarkets saw new buildings average around 22-units a month
during lease-up in the past few years.
The largest detractor for the metro's demand would be residents deciding that the cost of living in
Orange County is no longer worth it. Whether residents are willing to take a longer commute or just
leave the area altogether, net migration for much of this cycle has been negative. From 2010 through
2016, Inland Empire and San Diego were the final destinations of most of the residents leaving the
metro, with the other markets in the top five all being more affordable destinations. With rents
continuing to rise, this likely will be an ongoing pressure on demand for the metro.

Supply
Orange County continues to be a target among local and core investors interested in placing their
money in Southern California. And, while sales volume was lower in 2019, investors are still
interested in the market. In fact, while sales volume lower last year, at least 40 more trades took
place in 2019 than in 2018. The largest difference between the two years is the quality and size of
product that has traded. A majority of the sales in 2019 were of 1 & 2-Star properties, versus the
mostly 3-Star properties that sold in 2018. In addition, while 2018 saw around 2.5% inventory
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turnover, 2019 saw only a 2% turnover. Steady rent growth, stable average transactional yields near
4%, and healthy demand all buoy trading here, as both buyers and sellers find a liquid market.
This does not mean, however, that no larger trades took place in 2019. Perhaps most notably, in
June, LaTerra Development sold its still-under-construction complex in Santa Ana for $100.8
million, or $442,000/unit. The 228-unit apartment will be rebranded from the planned “The Line”
to “The Charlie” by the new owners. The community just began delivering units and LaTerra will
stay on board until the property is stabilized.
Also located in Santa Ana, the 264-unit Nineteen01 was also sold in June to Newport Beach-based
Cadigan Communities. Built in 2016, the property sold for $98 million, or $371,000/unit. Newport
Beach-based developer Lyon Living, the deal’s seller, built and leased up the apartment complex
with average rents of around $2,360/month, about 14% higher than similar properties in the Central
OC East of I-5 Submarket where it is located. The new owners have 12 other communities
throughout Orange County, totaling 1,780 units. Nineteen01, as a luxury community, stands out, as
the rest of the portfolio is workforce housing or mid-tier quality.
More recently, the 240-unit Baker Block sold for $113.5 million in October. The community was
completed in the first quarter of 2018 by developer CityView and is located in Costa Mesa, though
it falls into the Irvine Submarket. Since the property stabilized, it was 93% occupied at the time of
sale, CityView sold the property to Kort & Scott Financial Group for around $473,000/unit at a 4.1%
cap rate.
Overall, market pricing has ticked up 5% in the past year, reaching a new high when ending the year
at around $374,000/unit.

Rents
As rent growth continues to outpace income growth this cycle, renters are already forking over more
than 45% of median renter household income for average rents. New communities are commanding
upwards of 60% of median rental household incomes in some submarkets such as North County and
Anaheim. This continued disparity between income growth and rental growth may not be sustainable
and may dampen further rent growth in the county.
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After annual rent growth had slowed every year since peaking in 2016, it picked back up in
mid-2019, and annual rent growth now sits at 3.3%, compared to the 2.4% at this time last year. This
growth goes beyond typical seasonality.
Bucking the recent post-recession trend, all inventory slices saw around the same growth in 2019.
Top-tier communities, which typically have trended well below 3-Star and 1 & 2-Star inventory rent
growth, saw some of the strongest annual growth since 2015 and ended the year at around 3.2%.
High-end communities benefitted from strong leasing in 2019, partly because tenants are backfilling
the communities that have delivered in the past few years. That coincides with 2019 recording the
fewest deliveries since 2015, allowing vacancies in the luxury slice of inventory to compress by
around 1.5% since the end of 2018.
However, ongoing competition at the top end of the market means that high-end luxury communities
have had the most concessions present. Unsurprisingly, new communities often have concessions
as they lease up. For example, Broadstone Vilara in Laguna Niguel delivered in September 2019 and
as of the start of 2020 was offering up to a month free on select units. However, it is not just new
communities offering concessions. Stable luxury assets can often be found offering concessions such
as Seacrest Homes, in San Clemente, was build in 1988 and was offering up to six weeks free on
select units as of January.

Apartment Submarket - Anaheim Apartment via CoStar Group, Inc.
As of the First Quarter of 2020
Key Submarket Indicators
12 Mo. Deliveries in Units

12 Mo. Net Absorption

Vacancy Rate

12 Mo. Rent Growth

485

495

4.7%

2.8%
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Annual Trends

12 Month
Change

Hist. Avg.

Forecast
Avg.

Peak

When

Trough

When

-0.1%

4.2%

5.0%

6.1%

2009 Q3

2.2%

2000 Q3

Absorption Units

495

163

450

1,251

2010 Q2

(404)

2001 Q4

Delivered Units

485

233

479

1,078

2010 Q2

0

2015 Q4

0

14

13

151

2012 Q1

0

2019 Q4

Asking Rent Growth (YOY)

2.9%

2.8%

1.8%

8.1%

2001 Q1

-4.5%

2009 Q4

Effective Rent Growth (YOY)

3.5%

2.8%

1.9%

8.1%

2001 Q1

-4.6%

2009 Q4

Sales ($ millions)

$125

$148.6

N/A

$484.5

2018 Q2

$20.5

2010 Q1

Vacancy Change (YOY)

Demolished Units

Fundamentals
The Platinum Triangle has laid claim as the center of suburban apartment development in Orange
County this cycle. Both the city and developers hope that it will become a regional hub for business
and leisure. Apartments have been delivering regularly, with more to come. But the overall stock
profile is older, with rents near the bottom of the metro.
The workforce is largely centered on the service sector, thanks to Disneyland and the millions of
tourists who visit the city each year, as well as the industrial sector. This demographic should
continue to provide healthy demand for 2 and 3-Star communities. Despite the large amount of new
inventory delivering in the submarket in the past few years, strong lease up of these units has kept
vacancies from remaining elevated for an extended period of time.
Rent growth has remained steadier in Anaheim than it has elsewhere in the metro due to the strong
lease up of new units as well as the relative affordability of the submarket in comparison to other
inventory in the metro. Local investors have noted this strength and continue to find available assets
among smaller complexes in 2 and 3-Star stock, often targeting them for value-add opportunities.
Vacancy
Historically, Anaheim's apartment
market has been fueled by the retail and
hospitality industries, which lead
developers to largely ignore the area.
However, developers have been banking
on the redevelopment of the area and
began construction on luxury apartment
communities in the submarket.
As a whole, the submarket had
historically seen very little high-end
inventory to service the mostly
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blue-collar workforce. And while this
trend began to change in 2016, the swell
of new luxury units truly began in 2017
and has continued since. In fact, a little
over 45% of the existing 4 & 5-Star
inventory has been built since the start
of 2017.
This influx of new units has caused
vacancies to fluctuate in recent years.
However, strong lease-up has kept
vacancies from jumping too high,
though they have remained above the historical average in the past few quarters.
The 400-unit Core delivered in November 2018 and has been leasing at a rate of around 35 units per
month while offering concessions as high as six weeks free on select units. The newest community,
the Jefferson Edge at Platinum Park, which will be 371-units once complete, began delivering units
in June and was also offering up to six weeks free on select units.
And this is all before any major office development in the submarket. While there are a few major
projects in the pipeline, nothing large is expected to break ground in the near future. Because of this,
vacancies in the near term are not expected to stay above the metro average for long, only spiking
with the delivery of new units.
Submarket Vacancy and Rent Forecast

Rent
Anaheim rents sit near the bottom of the metro at around $1,810/month, a reflection of the stock,
which despite the recent construction, consists primarily of older 2 and 3-Star communities. And
while rent growth in Anaheim did not slow in the past few years as much as other submarkets in the
metro, it also did not see as strong growth this summer. While much of the metro saw rent growth
rise back above the historical average, at 2.8%, year-over-year rent growth in Anaheim remains
below the historical average.
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With new construction piling up,
concessions might play a more
prominent role going forward, but at this
point, they are still offered considerably
less than in the metro as a whole.
Typically offered only in new stock,
about four to six weeks free rent is
common.
The rent in these new properties is
around 35% higher than the submarket's
average rent. This has helped to
contribute to the fact that the luxury 4 &
5-Star properties are also seeing the slowest rent growth of the submarket. Annual growth remained
positive in the face of the new inventory until this year. The in-place demand for the mid-tier and
workforce housing from the mostly blue-collar workforce in the area, however, has allowed rent
growth in those slices to remain more steady, though annual rent growth has slowed in the past few
quarters.
Sales
Investors remain active in Anaheim, often
closing on more than 50 properties in a
typical year. This is a submarket where
both local investors and institutional
capital have found ample assets to choose
from. Inventory turnover continues to be
among the top half of the metro. Pricing
has picked up, even with almost all trades
involving 2-Star inventory. Average
market cap rates continued to be in the
mid-4% range over the past four quarters.
A typical trade for the submarket would
be the sale of the Westmont Apartment
Homes in February 2019 for around $17.3
million ($278,700/unit). The 2-Star,
62-unit community was around 97%
occupied at the time of sale. Buyer L'Abri
Management Inc had just sold the 2-Star
Lucera Apartments a bit earlier in
February. Located right outside
Disneyland, Lucera Apartments sold for around $12.3 million ($256,700/unit) at a 3.12% cap rate.
The property had previously sold in 2005 for $7.3 million ($152,370/unit) at a 5.2
% cap rate.
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One of the biggest recent trades in
Anaheim involved The Crossing in
January 2018. That 4-Star, 312-unit
community was built in 2009 and sold
to RedHill Realty for $106 million
($339,744/unit) at a 4.2% cap rate.
RedHill picked up the property as a
value-add opportunity. That was
followed up by another
$100-million-plus deal for Stadium
House (formerly Avalon Anaheim
Stadium). ARES picked up the 4-Star,
251-unit community in June for $111.6
million at a 4.5% cap rate and set aside more than $5 million to spend on property improvements.
The complex was built in 2009 at a total cost of $98 million.
Submarket Sales History
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Submarket Statistics
Period

Asset Value

Vacancy

Asking
Asking Rent Inventory
12 Mo.
Rent/Unit YOY Change
Units
Absorp. Units

12 Mo. Sale
Price/Unit

12 Mo. Sales
Vol.

12 Mo. Sales 12 Mo.
Vol. Change Cap Rate

2020 Q4

$13,091,780,870

5.3%

$1,849

2.5%

38,041

774

$346,655

-

-

4.2%

2020 Q3

$12,989,344,836

5.5%

$1,850

3.0%

37,950

695

$343,943

-

-

4.2%

2020 Q2

$12,880,905,928

5.7%

$1,843

3.1%

37,858

735

$341,071

-

-

4.2%

2020 Q1

$12,744,610,651

4.6%

$1,824

3.2%

37,019

491

$337,463

-

-

4.3%

QTD

$12,667,901,331

4.7%

$1,812

2.8%

37,019

495

$335,431

$125,066,499

-54.8%

4.3%

2019 Q4

$12,536,569,519

4.7%

$1,805

2.7%

37,019

530

$331,954

$198,796,499

-35.0%

4.3%

2019 Q3

$12,379,267,602

4.9%

$1,796

2.7%

37,019

644

$327,789

$181,434,999

-60.3%

4.3%

2019 Q2

$12,239,887,579

5.6%

$1,787

3.1%

37,019

481

$324,098

$171,748,999

-64.5%

4.3%

2019 Q1

$12,051,598,371

5.0%

$1,767

3.0%

36,648

885

$319,112

$288,677,499

-23.6%

4.3%

2018 Q4

$11,874,221,980

4.6%

$1,757

3.4%

36,428

1,159

$314,416

$305,977,779

9.1%

4.3%

2018 Q3

$11,803,923,829

4.1%

$1,749

3.1%

36,018

803

$312,554

$457,451,029

196.7%

4.3%

2018 Q2

$11,613,932,929

4.3%

$1,733

3.0%

36,018

1,005

$307,524

$484,459,529

170.4%

4.3%

2018 Q1

$11,332,106,863

4.7%

$1,716

3.4%

35,632

512

$300,061

$377,794,529

133.0%

4.4%

2017 Q4

$11,166,848,738

5.8%

$1,700

3.7%

35,632

107

$295,685

$280,350,250

73.3%

4.4%

2017 Q3

$11,055,949,304

5.3%

$1,697

4.3%

35,632

251

$292,749

$154,161,500

-3.3%

4.4%

2017 Q2

$10,899,755,661

5.2%

$1,682

4.6%

35,292

155

$288,613

$179,132,500

56.2%

4.4%

2017 Q1

$10,756,104,412

4.6%

$1,661

4.7%

35,048

286

$284,809

$162,132,500

8.4%

4.4%

Apartment Micro Market (Five-Mile Radius)
The following information was derived from Costar and reflects five-year rent and sale averages for
31 existing multifamily complexes within a five-mile radius of the subject property more than 25
units and constructed after 2000.
Inventory Units

Vacancy Rate

Market Rent/Unit

Market Sale Price/Unit

Market Cap Rate

3,954

3.9%

$1,825

$406 K

4.0%

Prior Quarter

Prior Quarter

Prior Quarter

Prior Quarter

Prior Quarter

3,696

7.9%

$1,801

$383 K

4.1%
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Availability

Inventory
151

Vacant Units

0.3%

Concession Rate

Existing Buildings

Sales Past Year
31

Asking Price Per Unit

-

Avg. Units Per Building

-

Sale to Asking Price Differential

0

Sales Volume (Millions)

Studio Asking Rent

$1,711

12 Month Construction Starts

1BD Asking Rent

$1,628

12 Month Delivered Units

254

Properties Sold

2

2BD Asking Rent

$2,143

12 Mo. Absorption Units

399

Months to Sale

-

For Sale Listings

-

3+BD Asking Rent

-

12 Mo. Absorp. % of Inventory

10.1%

$0.0

Competitive Market
The subject property is considered to have an average location within Anaheim with proximity to
freeways, shopping, employment and amusement centers. Please refer to the rental comparables
presented in the Income Approach section of the appraisal report for details regarding the projects
that the subject property competes with.
The following information was obtained from the Market Study for the
., dated August 15, 2019:
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The purpose of this market study is to assess the viability of
The Subject will consist of 70 units, including 69 - studio units and one - one
bedroom manager unit. With the exception of the manager unit, all of the Subject’s units will
be restricted at the 30 percent Area Median Income (AMI) level to homeless individuals with
a mental health diagnosis; the Subject will also have 20 units reserved for homeless
veterans. All of the units except the manager unit will have project-based vouchers that will
assist tenants with rent and utility costs. The date of the property inspection was July 31,
2019, which is also the effective date.
The estimate of demand will be based on the 2019 point-in time count of homeless
households in Orange County. It should be noted that point-in-time counts are the only
measure that captures the scope of people experiencing homelessness who are unsheltered
– living on the streets, in cars, in abandoned buildings, and other places not meant for
human habitation. Point-in-time counts are intended to provide a snapshot of how many
people are homeless on a given night.
Demand From Existing Homeless Households
We estimated demand based on the 2019 Point-in-Time results for Orange County. A
description of the steps involved in the estimate of demand is detailed below.
Number of Existing Homeless Households
Total number of homeless households is 6,860 in 2019. Approximately 3,961 households are
unsheltered households, accounting for 57.7 percent of the homeless population.
Number of Existing Homeless Mentally Ill Households
The total number of homeless mentally ill households was 984 in 2019. This equates to 24.8
percent of the total unsheltered homeless population in the PMA.
Number of Existing Veteran Homeless Households
The total number of unsheltered homeless veteran households was 212 in 2019. This equates
to 5.4 percent of the total unsheltered homeless population in the PMA. Additionally,
unsheltered veterans are more willing to move from areas outside of the PMA for many
different reasons; therefore, we have utilized a 15 percent leakage factor.
Number of Income Qualified Renter Households
Given that homeless persons are likely to have no incomes, it is reasonable to assume all of
the households will be income qualified.
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DEMAND FOR HOMELESS INDIVIDUALS
Number of Existing Homeless
Households 2019

6,860

Number of Unsheltered Homeless
Households

6,860

*

57.7%

Homeless Veterans

3,961

*

5.4%

=

212

212

*

15.0%

=

32

Unit Mix

/

Total Demand

=

Total

Homeless Units

49

/

3,961

=

1.2%

Homeless Veteran Units

20

/

244

=

8.2%

Leakage from outside PMA
Capture Rate

3,961

There are an estimated 3,961 unsheltered homeless households in Orange County, which
generates a capture rate of 1.7 percent overall. This indicates an expected absorption rate
of less than one year. It also indicates a tremendous level of unmet demand that will still
exist even with the Subject entering the market. The property will have 20 units restricted
to homeless veterans. There are 244 homeless veterans factoring in a 15 percent leakage
factor from outside the PMA results in an overall capture rate of 8.2 percent.
Conclusion
The subject property area is located in the Anaheim portion of the greater Orange County apartment
market. According to Costar Group, the submarket’s historical annual (2014-2019) vacancy rate
was from 3.4% to 5.8% and was forecast annually (2020-2024) to range from 4.9% to 5.3%. The
submarket’s historical annual (2014-2019) asking rent growth was from 2.7% to 6.0% and was
forecast annually (2020-2024) to range from 0.8% to 2.5%. Overall capitalization rates have been
trending downward since the middle to latter portion of 2010, partly based on the commensurate
drop in interest rates (and partly due to increased market conditions). In addition, rental rates have
shown consistent increases and vacancy rates have stabilized and/or reduced over the past 36+
months and Costar projects that asking rents will increase over the next five years.
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MARKETING TIME
Our research generally indicated that a selling time required for properties in the Los Angeles
County market can vary substantially. Though deals are known to be completed following
unsolicited offers - requiring no marketing time - other properties may be exposed to the market for
lengthy periods before a sale transaction may be completed.
The marketing time for the subject property has been estimated to be within six months to reflect
an appropriate period of time required in order to complete negotiations in today's market.
Based on a review of the PwC Real Estate Investor Survey, the marketing time(s) for the Pacific
Region apartment market for the last two quarters are indicated as follows:
PwC Real Estate Investor Survey - Pacific Region
3rd Quarter 2019: Marketing Time - 1.00 to 9.00 months with an average of 3.6 months
4th Quarter 2019: Marketing Time - 1.00 to 9.00 months with an average of 3.6 months
As the presented sales ranged in required selling time, we queried local professionals regarding their
opinions. Owners of properties with very lengthy exposure times were reported to find their
marketing time reduced when the listing price was reduced to that assimilating a market value.
For example, a property could be on the market for two years while listed at $200,000/Unit, but sell
within a year if reduced to $100,000/Unit. Lengthy marketing periods have become more common
for land slated for commercial development. However, parcels that are already developed are often
considered more attractive.
The market value estimated in the body of this report is supported by sales of a comparable unit
value. Salability is improved when pricing is market-derived. Thus, based upon the indications in
the market on a local level, we feel the appropriate marketing time for the subject would be within
six months.
It is also necessary to estimate the appropriate "exposure time" which is defined as the estimated
length of time the property interest being appraised would have been offered on the market prior
to the hypothetical consummation of a sale at market value on the effective date of the appraisal;
a retrospective estimate based upon an analysis of past events assuming a competitive and open
market.
Based on a review of the above data, the "exposure time" and "marketing time" for the subject
property are estimated to be the same.
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Site Description
The subject property is located on a 43,734 square foot site at
City of Anaheim, County of Orange, State of California.

in the

Identification
Location:

Avenue, City of Anaheim, County of Orange, State of California.

Assessor's Parcel:
Legal Description: Due to the length of the description, we have not reproduced it in the body of the
appraisal report. Please refer to the complete legal description located in the preliminary title report.
Preliminary Title Report: The appraisers were provided with a preliminary title report from First
American Title Insurance Company dated January 22, 2020 (File No. NCS-876497-A-SA1). It is
an extraordinary assumption of this appraisal report that (other than noted) there are no additional
easements, regulatory agreements, covenants or restrictions which encumber the subject property
and would prohibit the site's highest and best use, other than those outlined in this report.
Restricted Rent PGI Calculation
The following information was derived from the Anaheim Housing Authority and ties into the
maximum allowable rental rates of $1,485 per month for AHA (Effective 10/1/2019) and OCHA
(Effective 10/1/2019)

43

SITE DESCRIPTION (CONTINUED)
RENT ROLL
Bedrooms

BA

Units

Type

AMI %

Square
Feet

Tenant
Rent

Subsidy
Rent

Monthly
Net Rent

Total Monthly
Rent

Annual
Income

Eff/Studio

1

49

PBV

30.0%

298

$283.00

$919

$1,202

$58,898

$706,776

Eff/Studio

1

20

VASH

30.0%

298

$283.00

$844

$1,127

$22,540

$270,480

1 Bedroom

1

1

Staff Unit - MGR

450

-

-

-

-

-

Subsidy Rent (Per Proforma)

$81,438

$977,256

Tenant Rents (Per Proforma)

$19,527

$234,324

$100,965

$1,211,580

Totals

70

21,012

Physical Characteristics
Parcel Size and Shape: According to the architectural plans, the site consists of a parcel with 43,734
square feet. We were provided with an ALTA survey (in the architectural plans via Fuscoe
Engineering) which indicates a gross site area of 43,734 square feet or 1.004 acres)
Topography: The topography for the general area of the subject property is generally level.
Exposure: The site has adequate exposure to street traffic along La Palma Avenue.
Views: There are no view amenities of the subject site.
Drainage: The drainage flow is generally towards the street which the subject sites fronts.
Soils: We were not provided with a Phase I Environmental Site Assessment Report. Soil conditions
appear suitable for virtually all types of development. A physical inspection of the site and
adjoining land uses did not indicate any adverse soil conditions. It is an extraordinary assumption
of this report that the value of the property is not impacted by any hazardous soil conditions. We
are not experts in this field and we recommend the services of an expert be employed.
Governmental
Zoning: The proposed renovation and new construction has been approved by the City of Anaheim.
The following is reproduced from Conditional Use Permit, No. 2018-05963 dated August 5th, 2019
Whereas, the Planning Commission of the City of Anaheim ( the " Planning Commission")
did receive a verified petition to approve Conditional Use Permit No. 2019- 05963 to allow
a conversion of an existing 70 -room motel into a 70 -unit Permanent Supportive Housing
development (the " Proposed Project") on real property located at
Avenue in the City of Anaheim, County of Orange, State of California, as generally depicted
on the map attached hereto as Exhibit A and incorporated herein by this reference ( the
Property");
The Proposed Project meets all of the provisions of Section 18. 38.215 Residential Uses of
Motels, Commercial and Office Structures) of the Zoning Code and the following have been
approved in substantial form: Affordability Covenant, Wrap Around Services Plan,
Marketing and Tenant Selection Plan, Exterior Lighting Plan, Facility Management Plan,
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Parking Management Plan and Communications Plan. A draft written agreement with the
Anaheim Housing Authority has been prepared to ensure proper development and operation
of the Supportive Housing. The Proposed Project is inclusive of amenities and services that
provides a high level of livability for residents, and would be managed and operated in a
manner that would ensure compatibility with surrounding uses. Also, the Proposed Project
is in support of City Council policies to address homelessness and find creative housing
solutions since the Proposed Project would provide much needed supportive housing to
individual that are impacted by homelessness; 2. All living units are of sufficient size and
exceed the minimum required floor area established by the Zoning Code, and include all
necessary amenities to provide a quality living environment. In addition, the Proposed
Project includes a number of common recreation areas and community facilities; and 3. The
project site is reasonably accessible to necessary services, which includes a regional
shopping center with a grocery store, OCTA transit stop, a City park, and a medical facility.
The forgoing resolution was adopted at the Planning Commission meeting of August 5, 2019.
Said resolution is subject to the appeal provisions set forth in Chapter 18. 60 ( Procedures)
of the Anaheim Municipal Code pertaining to appeal procedures and may be replaced by
a City Council Resolution in the event of an appeal.
Proposed Improvements Characteristics: The site is currently improved with an Econo Lodge
motel, which will be renovated and converted in to a 70-unit LIHTC apartment complex. The
rehabilitation of the existing two-story, 70-room motel will include adjusting room layouts to
provide for approximately 69 adequately-sized efficiency/studio units and one one-bedroom
manager unit. The existing 298 square foot motel rooms (which include full private bathrooms in
each unit) will be modified to include a small kitchenette with a food preparation area, refrigerator,
small sink, and microwave. All units will be fully furnished. The proposed rehab scope of work
assumes approximately $89,000 per unit. The interior of the units will be completely refinished to
include all new flooring and paint; new plumbing fixtures, redesigned bathrooms for accessibility
and water efficiency. The building itself will be architecturally enhanced to modernize it against the
backdrop of the West Anaheim community. It will also receive building envelope renovations to
make it more energy efficient and site upgrades to enhance accessibility. Seven units will be
modified to include mobility features and three units will be modified to include communications
features, as defined in CBC 11B 809.5. All ground floor units will be accessible. The property
currently includes a management/office space that will be renovated for use by the social services,
case management, and property management staff who serve the residents. The space will include
approximately 3,500 square feet of common area amenities, such as individual counseling offices,
full kitchen for teaching and social events, TV lounge, computer room, and multi-purpose gathering
and meeting rooms. The site will receive a fresh, water-wise landscape design, and be renovated to
meet new accessibility standards. The existing swimming pool will be filled in and a new 1,400
square foot community room will be provided.
Unit Mix: All of the Subject’s units, with the exception of the manager’s unit, will be restricted at
the 30 percent Area Median Income (AMI) level to homeless households with a mental health
diagnosis; the Subject will also have 20 units reserved for veterans. All of the units except the
manager unit will have project-based vouchers that will assist tenants with rent and utility costs.
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Target Population and Occupancy Type: The Subject will be restricted to homeless households
with a mental health diagnosis; the Subject will also have 20 units reserved for veterans. Tenant
incomes per LIHTC guidelines will range from $8,400 to $24,930, which is the maximum income
for one person at the 30 percent AMI level. The developer has received Project Based Section 8
Vouchers (49) from the City of Anaheim and the Veterans Affairs Supportive Housing (VASH)
Vouchers (20) from the County of Orange as well as Mental Health Services Act (MHSA) funding
(for 35 units). This will assist tenants with rent and utility costs. With the subsidy, minimum income
will effectively be reduced to zero.
Service Amenities: Units funded by HUD-VASH will be supported by the Veteran’s Affairs clinical
support teams utilizing case managers based in Orange County. The developer has a current
collaborative services relationship with the Long Beach Veterans Health. The Master Supportive
Services responsibility will be managed by the
Step Up partnership to ensure that 24-hour
connections are responsive to the needs of the residents in the units. Full Service Partnership (FSP)
services will be delivered through the County Health Care Agency via contracts with FSP’s or
directly delivered by the County of Orange for the residents of MHSA units.
The actual zoning designation for the subject site (by the City of Anaheim) is C-G (General
Commercial). The intent of the "C-G" Zone is to allow a variety of land uses, including some
identified for the Neighborhood Center Commercial Zone described below. Areas designated as
"C-G" General Commercial do not necessarily serve the adjacent neighborhood or surrounding
clusters of neighborhoods. In addition to some of the uses described in the commercial centers
zones, they typically include highway-serving uses such as fast food restaurants, auto-oriented uses
such as tire stores and auto parts stores, and stand-alone retail uses. This zone implements the
General Commercial land use designation in the General Plan. Please refer to the following
summary description of C-G (General Commercial).
Permitted Uses: Alcoholic beverage manufacturing and sales, animal boarding, ATM’s, automotive
sales, business and financial services, dance studios, educational services, markets, offices,
multifamily dwelling units (conditionally permitted), etc. For a full list of permitted and
conditionally permitted uses please refer to Table 8-A of Chapter 18.08 of the City of Anaheim
Municipal Code (CAMC).
Density: The C-G zone determines density on permitted uses by using a Floor to Area Ratio
(F.A.R.). The F.A.R. for this zone is 0.5:1. Multifamily dwellings are permitted on a conditional
basis. The following language is taken from Chapter 18.08.045 of the CAMC , “An increase in the
maximum floor area ratio is permitted subject to the approval of a conditional use permit in
accordance with Chapter 18.66 (Conditional Use Permits) and subject to the requirement that the
evidence presented shows that all of the conditions set forth in Section 18.66.060 exist, as well as
the condition that all potential environmental impacts associated with the proposed use of the
structure(s) have been duly analyzed and mitigated.” Furthermore, conditional uses are individually
approved by the City of Anaheim Planning Commission and the Planning Director on an individual
basis, therefore there is no set density standard for residential uses.
Min. Lot Size: None.
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Max. Bldg Height: The maximum height of any structure in the C-G (General Commercial) zone is
determined based on the proximity to any single-family residential zone. Please see the following
chart for Height Restrictions.
DISTANCE (IN FEET)

HEIGHT

20-50

One-story (20 feet)

51-75

Two-stories (28 feet)

76-100

Three-stories (38 feet)

101-125

Four-stories (50 feet)

126-150

Five-stories (63 feet)

Over 150

Six-stories (75feet)

Setbacks: Please refer to the Anaheim City Zoning Code.
Parking Requirements: Current State Law (AB 744 passed in January 2016) parking standards,
which are now incorporated into State Density Bonus Law, allow for a maximum of 0.3 spaces per
unit parking requirement for 100 percent affordable Special Needs developments that are located
within 0.50 miles of a fixed bus route that operates at least eight times per day. Based on Conditional
Use Permit No. 2018-05963, 22 on-site parking spaces are required to meet the anticipated parking
demand.
The ability to rebuild if the improvements are destroyed/ or partially destroyed are as follows:
Destruction of Building. If a building containing a nonconforming use is destroyed to the extent of more than
seventy-five percent (75%) of its construction valuation (total construction cost to replace the building and structure in
kind, based on current costs determined by the Building Official), then the right to maintain the nonconforming use shall
expire, and the use of the building shall thereafter conform to all applicable zoning provisions.

We are not experts in interpreting complex zoning ordinances. As far as we can ascertain, the
proposed/renovated improvements will be in compliance with existing zoning restrictions and will
be considered a legal conforming use, but a complete compliance study is beyond the scope of this
appraisal report.
We know of no other deed restrictions, private or public, that further limit the subject property's use.
The research required to determine whether or not such restrictions exist, however, is beyond the
scope of this appraisal report. Deed restrictions are a legal matter and only a title examination by
an attorney or title company can usually uncover such restrictive covenants.
It is an extraordinary assumption of this appraisal report that the subject developer will be in
compliance with all appropriate development standards.
Utilities: All available to the site.
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Access and Streets
Freeway(s): The subject property is located roughly 2,700 feet southwest of the Golden State
Freeway and roughly 3,000 feet south of State Highway 91. Overall, freeway access is good.
La Palma Avenue: The subject site has good exposure to street traffic along La Palma Avenue. This
is a primary residential and commercial oriented street which traverses east and west on the subject’s
south property line. Parking is available on either side of the street as posted.
Condition Survey
Plottage: None.
Encroachments: There are no apparent encroachments onto the subject site; however, no site survey
was conducted, so no guarantee is given or implied.
Excess Land: None.
Conformity: The subject site does conform with its surroundings.
Functional Utility: The subject site is considered to be functionally adequate.
Nuisance or Hazardous Areas
Flood Zone: Based on information from FEMA, the subject property is located Flood Zone X within
Map Number 06059C10126J with an effective date of December 3, 2009. Flood Zone X is an area
that is determined to be outside the 100- and 500-year flood plains. Flood insurance is available in
participating communities but is not required by Federal regulations. For reference the definition
of the X zone is as follows:
“Zones B, C and X: These areas have been identified in the community flood insurance study
(“FIS”) as an area of moderate or minimal hazard from the principal source of flood in the area.
However, buildings in these zones could be flooded by severe, concentrated rainfall coupled with
inadequate local drainage systems. Local storm water drainage systems are not nominal considered
in the community’s FIS. The failure of a local drainage system creates area of high flood risk within
these rate zones. Flood insurance is available in participating communities but is not required by
regulation in these zones. (Zone X is used on new and revised maps in place of Zones B and C).”
Alquist-Priolo Study Zone: According to the information provided to the appraiser by the City of
Anaheim, the site is not currently noted as being within an Alquist-Priolo Special Studies Zone and
the site is not shown on an Alquist-Priolo Earthquake Fault Zone Map. According to the State
Division of Mines & Geology. These maps may not show all faults that have the potential for
surface fault or rupture, either within the special studies zones or outside their boundaries. No
opinion or warranty, expressed or implied, is made herein as to the potential or possibility of
earthquake occurrence or to the existence or nonexistence of any known, unknown, or uncertain
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fault traces or fault zones. It is not uncommon for areas throughout California to be located within
these zones as evidenced by the January 17, 1994 earthquake.
E.Q. Liquefaction Hazard Area: Based on information from the City of Anaheim Building and
Safety Department, the property is identified as being located within a State-defined Seismic Hazard
Zone designated as a Liquefaction Area. Based on information from Flood Data Services (via
Appendix A - Seismic Hazards Mapping Act - Chapter 7.8) 2697.(a) “Cities and counties shall
require, prior to the approval of a project located in a seismic hazard zone, a geotechnical report
defining and delineating any seismic hazard. If the city or county finds that no undue hazard of this
kind exists, based on information resulting from studies conducted on sites in the immediate vicinity
of the project and of similar soil composition to the project site, the geotechnical report may be
waived. After a report has been approved or a waiver granted, subsequent geotechnical reports shall
not be required, provided that new geologic datum, or data, warranting further investigation is not
recorded. Each city and county shall submit one copy of each approved geotechnical report,
including the mitigation measures, if any, that are to be taken, to the State Geologist within 30 days
of its approval of the report.”
It should be noted that the subject property is located adjacent north of an electric substation (see
photographs). This does not pose an issue related to the value, however, we felt it was worthy to
note.
THE READER IS ADVISED THAT THE APPRAISER IS NEITHER QUALIFIED NOR TRAINED TO
MAKE GEOLOGIC DETERMINATIONS. NO WARRANTY IS EXPRESSED OR IMPLIED AS TO
WHETHER THE SUBJECT PROPERTY IS OR IS NOT LOCATED IN A SPECIAL SEISMIC ZONE.
THE CLIENT IS ADVISED TO CONSULT A QUALIFIED PROFESSIONAL IN THIS REGARD. THE
APPRAISER HAS APPRAISED THE SUBJECT SITE ASSUMING IT IS FREE OF ANY GEOLOGIC
HAZARDS.
Conclusions
The subject site is well located and has access and dimensions required to meet the demands within
the market. The physical and functional characteristics of the subject site do conform with the
surrounding areas and do meet the desires and standards of typical purchasers in the market.
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IMPROVEMENT DESCRIPTION
Proposed Improvement Summary
The proposed
is the
adaptive re-use of an existing Econo Lodge Motel (constructed in 1977 with an addition in 1985)
into 69 efficiency (plus one Manager’s unit) permanent supportive housing units targeting veterans
(20 units - Project Based HAP for a 15 year term), individuals who are at-risk of homelessness,
homeless, and chronically homeless with a mental health diagnosis. The rehabilitation of the existing
two-story, 70-room motel will include adjusting room layouts to provide for approximately 69
adequately sized efficiency/studio units for individuals earning no more than 30% of the Area
Median Income (AMI) in Orange County. Residents will pay no more than 30% of their income
(which in many cases, given the target population, is a General Relief or Social Security benefit
which is $910 per month).
The existing 298 square foot motel rooms (which include full private bathrooms in each unit) will
be modified to include a small kitchenette with a food preparation area, refrigerator, small sink, twoburner stove, and microwave. The interior of the units will be completely refinished to include all
new flooring and paint; new plumbing fixtures, redesigned bathrooms for accessibility and water
efficiency. All units will be fully furnished. Ten percent (10%) of the units (7) will be modified to
include mobility features, as defined in CBC 11B 809.2 through 11B 809.4, and four percent (4%)
of the units (3) will be modified to include communications features, as defined in CBC 11B 809.5.
All ground floor units will be accessible.
The property currently includes a management/office space that will be renovated for use by the
social services, case management, and property management staff to provide supportive services for
the residents.
is working closely with the City of Anaheim Community and Economic
Development on the required Supportive Services Plan to ensure that residents will have adequate
supportive services. The space will include approximately 1,819 square feet of common area
amenities, such as individual counseling offices, TV lounge, computer room, and multi-purpose
gathering and meeting rooms. The existing pool will be filled in and a new 1,400 square foot
recreation/community room will be added at the center of the property and will include a full kitchen
and gathering spaces. Outdoor recreation/leisure spaces totaling 11,008 square feet will include
seating areas with BBQs, tables and benches and a community garden. The site will receive a fresh,
water-wise landscape design.
Basic Structure
Proposed Use: 70-unit income restricted apartment project (all units will be restricted to 30% AMI
plus one - manager’s unit).
Year Built: Proposed.
Construction Type: Class “D” construction type.
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Effective Age: The existing improvements were originally constructed in 1977 and renovated in
1985. The current owner plans on renovating the existing improvements and subsequent to
renovation, the effective age will be 0.
Number of Stories: Two.
Number of Buildings: One.
Building Size
Gross Building Area: 27,056 square feet. This figure was derived from the architectural plans and
is assumed to be correct. Please refer to the following chart for an allocation of the areas by floor.
GROSS BUILDING AREA
Existing Building
Floor

SqFt

First Floor

12,778

Second Floor

12,778

Sub-Total

25,556

Plus: Proposed Recreation Building
Grand Total

1,500
27,056

The figures shown in the previous table were provided by the architectural plans and the architect.
It is an extraordinary assumption of this appraisal report that the figures used in the appraisal report
are reasonably accurate.
Net Rentable Area: 20,974 square feet. Please refer to following chart for a summation of the units
at the subject property. The measurements were derived from the plans and were check for accuracy
during our inspection.
UNIT MIX
Type - Bed/Bath

Average
Unit SqFt

No. Units
69

% of Total

Total SqFt

98.6%

20,562

Studio/Efficiency*

298

1 + 1 (Manager)

412

1

1.4%

412

Totals / Averages

300

70

100.0%

20,974

* For purposes of our analysis, we’ve referred to these unit types as studio/efficiency units based on the fact that the configuration will represent a
unit type between a bachelor unit (typically with no kitchen) and a studio unit (typically containing a full kitchen)

It is an extraordinary assumption of this appraisal report that the unit mix information as derived
from the plans and the developer’s proforma are accurate. It is important to note that the
measurement(s) in the previous chart were derived from the architect and are assumed to be
accurate.
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Exterior
Foundation: Reinforced concrete (assumed).
Doors: Exterior main lobby entry doors assumed to be glass. Individual dwelling unit doors
assumed to be metal.
Exterior Walls: Exterior walls are wood frame and will be covered in painted stucco/siding, or other
materials.
Windows: Windows will be energy efficient dual glazed vinyl windows.
Roof: The roof is built up and assumed to be covered with concrete tiles or composition.
Interior
Kitchen Appliances: Each unit will contain a small kitchenette with a food preparation area,
refrigerator, small sink, two-burner stove, and microwave.
Floors: Per the developer, the flooring post renovation will consist of vinyl plank, carpet or ceramic
tile. Current flooring consists of carpeting and ceramic tile.
Walls: Interior partitions are painted drywall (to be renovated).
Restrooms: The units are provided with one full restroom, each of which contains a shower over tub,
toilet and sink over cabinets.
Elevator(s): None.
Electrical: The electrical power provided will be adequate for typical multi-family residential uses.
Stairs: There will be an adequate number of stairwells.
Doors: Interior doors will be wood framed and assumed to be solid core.
Ceilings: Interior ceilings will be painted drywall or gypsum board with crown molding.
Lighting: Fluorescent and incandescent lighting (recessed in areas).
Heating, Cooling, and Air Conditioning: All of the units will be provided with energy-efficient split
units.
Fire Safety: There will be pull boxes and fire alarms located in the hallways of each floor. In
addition, a portion of the project is serviced by fire sprinklers.
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Laundry Room: The property will contain common laundry facilities with an adequate number of
washing machines and drying machines.
Water Heaters: Central.
Utility Payment Structure: Reported as follows (owner will pay for all):
Utility

Owner Paid

Electricity

X

Heat (Gas or Electric)

X

Hot Water (Gas or Electric)

X

Cooking (Gas or Electric)

X

Water

X

Sewer

X

Garbage

X

Tenant Paid

Yard Improvements
Amenities: The property currently includes a management/office space that will be renovated for
use by the social services, case management, and property management staff to provide supportive
services for the residents.
is working closely with the City of Anaheim Community and
Economic Development on the required Supportive Services Plan to ensure that residents will have
adequate supportive services. The space will include approximately 1,819 square feet of common
area amenities, such as individual counseling offices, TV lounge, computer room, and multi-purpose
gathering and meeting rooms. The existing pool will be filled in and a new 1,400 square foot
recreation/community room will be added at the center of the property and will include a full kitchen
and gathering spaces. Outdoor recreation/leisure spaces totaling 11,008 square feet will include
seating areas with BBQs, tables and benches and a community garden. The site will receive a fresh,
water-wise landscape design.
Social Services Plan
Each
” resident will have
a comprehensive assessment conducted upon move-in and a written treatment plan (Attachment
A) will be developed based on the information generated during the initial assessment (Attachment
B) and the strengths assessment. The treatment plan will be modified periodically as the needs and
conditions of the person changes. The treatment plan focuses on the participant’ strengths and
identified areas of need. While all services are voluntary, all participants will be encouraged,
supported and engaged so that their personal goals are in focus as well as the primary goal of
maintaining their housing and successfully remaining in community. Effective engagement,
“whatever it takes” relies upon the skills of the
services team to develop the trust and
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agreement of each client to participate in the development of goals unique to their needs and
interests.
The engagement and support of these clients will be accomplished through a skilled supportive
services team led by
who will serve as the Master
Services Provider responsible for integrating the activity of property management, external service
providers, MHSA service providers, VASH service providers and a wide range of other resources
including the partners who will be located on site as possible to address the unique and individuals
needs and goals of each person who comes to live at our development.
Each resident, regardless of their referral source or eligibility for particular resources will have the
same robust service plan and targeted outcomes based on best practices in the field.
will
ensure that all residents have equal standing and resource availability regardless of their program
eligibility. Ensuring that all residents have equal access through appropriate assessment and service
planning so that housing stability and success are achieved will be the standard of care at the
property for every resident.
Please refer to the addenda for details regarding the Social Services Plan.
Streets and Driveway: Asphalt and concrete.
Sidewalks: Concrete.
Landscaping: The subject site will have an adequate amount of landscaping throughout the site.
Lighting: All parking areas and walkways will have adequate lighting.
Parking
Parking Spaces: Per the architectural plans, on-site parking will be provided as follows:
RESIDENTIAL PARKING SUMMARY - VIA PLANS
Stalls

Accessible

Total

Existing

49

2

51

Proposed

18

3

21

Street Parking: Street parking is allowed on the street that the subject property fronts as posted.
Condition Survey
Quality of Construction: The subject property will have good quality construction throughout.
Deferred Maintenance: Not applicable as the property is proposed.
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Analysis of Energy Efficiency: Due to the mild climate of the area, special heating and cooling
installations are not necessary. Water usage within the subject property will be average.
Functional Analysis: The subject property will be functionally useful, but will also suffer from
typical physical deterioration.
External Influences: The subject improvements do conform to its surroundings, and there are no
negative external influences in proximity.
American Disabilities Act of 1990 (ADA): The Americans With Disabilities Act (ADA) became
effective January 26, 1992. We have not made, nor are we qualified by training to make, a specific
compliance survey and analysis of this property to determine whether or not the property as
proposed is in conformity with the various detailed requirements of the ADA. It is possible that a
compliance survey and a detailed analysis of the requirements of the ADA could reveal that the
property is not in compliance with one or more of the requirements of the Act. If so, this fact could
have a negative effect upon the value of the property.
Estimated Economic Life: When referencing Section 96, Page 4 of the Marshall Valuation’s cost
manual, the subject property will have a total economic life of 50 years subsequent to completion
of construction/renovation.
Conclusion: In general, upon completion of construction/renovation the subject property will be in
good condition. In terms of its design and construction, the subject property will meet the demands
of the market. The subject property, as improved, can suitably compete within the marketplace. No
adverse conditions were noted other than those previously stated.
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ASSESSED VALUATION
Current Tax Year:
Tax Rate Area:
2019-2020 Tax Rate (per $100 of Assessed Value):
Outstanding Real Estate Taxes:
APN

Land

Improvements

$1,181,959

2019-2020
01-227
1.12670%
None indicated.

Pers. Prop

$2,303,127

Special
Assessments

Total

$0

$3,485,086

$5,729.92

Total
Taxes
$44,996.38

The previous information was confirmed with the Secured Tax Bill from the Orange County Treasurer - Tax Collector.
Summary of Direct Assessments
APN

Non-Taxed Direct Assessments

Total

MOSQ, FIRE ANT ASSMT

$19.24

VECTOR CONTROL CHG

$4.80

MWD WATER STDBY CHG

$8.54

OCSD SEWER USER FEE

$5,697.34

Total

$5,729.92

The previous tax information has been provided for informational purposes only as the subject will
be re-assessed subsequent to completion of construction/renovation and stabilized occupancy.
For purposes of concluding to the hypothetical market scenario, we presented the following effective
tax rate comparables.
The current assessed values are irrelevant as the subject complex will be re-assessed subsequent to
completion of construction. We have provided them for informational purposes only and have
utilized an effective tax rate of 1.28% in our analysis to follow. The 1.28% effective rate is
supported by the following comparables. While the comparables are located in a different TRA,
they contain the same base tax rate and are deemed to be reflective of market.
Current Tax Year:
2019-2020 Tax Rate (per $100 of Assessed Value):
Location / APN
Year Built / No. Units

TRA

1020 North Magnolia Ave
Anaheim, CA 92801
071-071-03
100 Units / 1972

01-027

2560 West La Palma Ave
Anaheim, CA 92801
071-071-19
84 Units / 1978

01-027

2520 West La Palma Ave
Anaheim, CA 92801
071-071-05
56 Units / 1972

01-027

Total Assessed
Value
$23,681,454

Special
Assessments
$23,803.22

2019-2020
1.126700%
Total
Taxes

Base
Tax Rate

Effective Tax
Rate

$290,622.16

1.126700%

1.227214%

$124,035.48

1.126700%

1.344101%

$115,379.46

1.126700%

1.274998%

$238.03
$9,228,139

$20,062.04
$238.83

$9,049,385

$13,420.04
$239.64

Average

1.282104%
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For our analysis of the hypothetical market value scenario(s), we utilized the base tax rate of
1.1267% which accounts for general real estate taxes, and estimated direct assessments at $10,672.
The direct assessments were derived from the proforma and are slightly lower on a per unit basis
(comps range from $238 to $239 per unit), however, our figure reflects the subject’s unit types,
which according to the Assessor, are likely to be lower on a per unit value as compared to a project
with one, two or three bedroom units.
In June, 1978, the California voters approved the Proposition 13 Amendment to the California State
Constitution, whereby the maximum annual tax on real property is limited to one percent of market
value plus an additional sum to pay for indebtedness on affected property approved by voters prior
to the passage of the Proposition. Tax increases under Proposition 13 are limited to two percent per
year. However, since the passage of Proposition 13, developers, cities, counties and other agencies
have created special assessments and community facility districts in order to raise needed funds for
various types of community infrastructure. These special assessments can only be created for new
development areas and are not subject to the limitations of Proposition 13. Depending on the
magnitude of these charges, the special assessments can have a significant impact on value.
Property Tax Calculation:
The California Constitution requires that all property be taxed, unless otherwise exempted under the
California Constitution or United States Constitution. Article XIII-A of the California Constitution
requires that real property be reappraised only when such property undergoes a change in ownership
or has new construction (per Proposition 13).
The assessment roll, and tax bills, show land values and improvement values. "Improvements"
include buildings or anything of a structural nature (such as swimming pools, paving, etc.). When
you have an "improvement" value, it doesn't usually mean that you have recently "improved" your
property.
New Construction Appraisals
Copies of building permits are sent to the Assessor's Office by the cities and County. New buildings,
additions, and other structures require an appraisal. Structural repairs, replacement, or maintenance
are not appraisable in most situations.
The Orange County Tax appraises new construction and add it to the existing improvement assessed
value. Thereafter, the new assessed value does not change except for the annual two percent trend.
The property owner is notified of the new assessment and has the right to appeal the value if he/she
disagrees with it. Based on our discussions with the County of Orange Tax Assessor’s Office,
properties are re-assessed by using a cost book (similar to the Marshall Valuation cost analysis
presented in the Cost Approach) and that figure is then added to their estimate of land value (internal
valuation). The Assessor’s office indicated that in all likelihood, the assessed value that they will
conclude to will be lower than our value indication. This is based on the fact that according to the
Assessor’s office, indirect costs and developer’s profit are not considered in the assessment. This
is supported by the information provided in the Cost Approach section of this appraisal report.
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Introduction
The concept of Highest and Best Use represents the premise upon which a value estimate is based
and is an interpretation of market forces and influences that indicate which use will result in the
greatest economic benefit to the owner.
Highest and Best Use is defined as follows:
The reasonably probable and legal use of vacant land or an improved property, which is
physically possible, appropriately supported, financially feasible, and that results in the
highest value. The Dictionary of Real Estate Appraisal, Sixth edition, Appraisal Institute.
Explanation: This definition applies specifically to the Highest and Best Use of land. It is to be
recognized that in cases where a site has existing improvements on it, the Highest and Best Use may
very well be determined to be different from the existing use. The existing use will continue;
however, unless and until land value in its Highest and Best Use exceeds the total value of the
property in its existing use.
Four considerations are imposed upon a site in the estimation of Highest and Best Use:
1.
2.
3.
4.

Possible Use: What uses of the subject site in question are physically possible?
Legal Use: What uses are permitted by zoning and deed restrictions on the subject site in
question?
Economic Use: Which possible and permissible uses will produce a net return to the owner
of the subject site?
Maximum Profitable Use: Among the feasible uses, which use will produce the highest net
return or the highest present worth?

Both the land as vacant and as improved are studied to determine the highest and best use under each
situation.
Highest and Best Use - "As Vacant"
Introduction: In analyzing the Highest and Best Use for the subject property, as if vacant, the
appraiser estimates the most likely and probable uses of the subject site as though vacant, and then
estimates the most profitable potential use of the subject site.
Physically Possible: Development constraints imposed upon a site include its configuration, size,
topography, location and access. The subject property is located in an area where the amenities of
the area contribute to a demand for real estate. The neighborhood consists of the components that
contribute to the demand for similar sites.
All necessary utilities are extended -- water, electricity, gas, sewer, and telephone. The utility
capacity serving the site is assumed to be adequate for most improvements. All street improvements
necessary for development are in place.
58

HIGHEST AND BEST USE (CONTINUED)
The subject site size of 43,734 square feet is considered within the typical range of other sites in the
neighborhood. Topography is generally level and the subject site configuration presents no apparent
development constraints. Based on our discussion of soil conditions and hazardous conditions
presented in the site analysis section of the report there does not appear to be any related factors that
would impede development of the site.
The physical characteristics of the property allows for adequate flexibility in development. There
are a variety of possible uses for the sites. Most commercial, residential or industrial development
is considered to be physically possible. Overall, given the new configuration of the site, multifamily residential uses are considered much more likely than commercial use which would typically
require better accessibility.
Legally Permissible: Allowable uses under the present private and public restrictions are a
consideration in the development of the subject site. While other land uses are permissible for the
subject site, any other residential use would require a new plan approval and it is not known whether
a differing development plan would be approved as the City is strongly in favor of the current
proposed development.
Financially Feasible: Given the location of the subject site and given the resulting configuration and
site access the proposed apartment complex development is the most likely use for the site and is
the only use considered for feasibility analysis. No commercial or industrial uses are considered
since the site would have inadequate access and exposure and would likely face opposition from the
City given the backing of the proposed plan.
The subject will be encumbered by several covenant and regulatory agreements. We requested but
were not provided with any of the draft/final land use covenants, regulatory agreements or
disposition, development agreements. In all cases, our conclusions for the maximum allowable
rental rates are based on the developer’s projections (and verified with the government). It is an
extraordinary assumption of this appraisal report that the restricted unit mix and maximum allowable
rental rates are accurate.
Maximally Productive: There is currently a demand for multi-family residential use in the
neighborhood of the subject property. Due to the accessibility offered in this location, and the
characteristics of the immediate area, a multi-family residential related use would represent the use
that would be the most productive use of the site. It would only be feasible to construct a market
or restricted project with the favorable government incentives which are proposed to be in place.
Conclusion, As Vacant: Based on this discussion, it concluded that the Highest and Best Use of the
subject property as vacant, would be to construct an income restricted apartment complex similar
to that which is proposed for the site (i.e., with the proposed governmental incentives).
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Highest and Best Use - "As Improved / As Proposed"
Introduction: In analyzing the Highest and Best Use for the subject property, as if improved and as
proposed, the appraiser estimates the most likely and probable uses of the subject site as improved,
and then estimates the most profitable use of the property, as improved.
The "as improved" situation is analyzed and it is determined if the proposed improvements
contribute to the overall value of the subject site.
Physically Possible: Presently the subject site is improved with tear down structures, however, it is
entitled and is ready for the proposed development. As detailed within the Improvement Description
section of this report, the subject exists as a 70 unit motel which will be converted to an affordable
housing multifamily development. Based on a review of the proposed plans, the subject site appears
to be capable of supporting this development.
Legally Permissible: Subsequent to completion of construction/renovation, the improvements will
be a legal-conforming use to the land.
Financially Feasible: After completing an analysis of the subject’s market area as well as an analysis
of the costs versus value conclusions, it has been concluded that an income restricted rental rate
apartment project would only be feasible to renovate on the subject site under current market
conditions with favorable governmental incentives (as indicated by the renovation/construction costs
versus the concluded overall values) which are outlined in the following chart:
CONSTRUCTION SOURCES
Name of Lender/Source

Percent

Amount of Funds

Per Unit

First Mortgage - CCRC

21.8%

$5,652,464

$80,749

Mental Health Services Act (MHSA)

35.0%

$9,096,000

$129,943

Accrued Interest - MHSA

1.7%

$432,060

$6,172

Orange County Housing Trust

7.7%

$2,000,000

$28,571

Accrued Interest - OC Housing Trust

0.4%

$95,000

$1,357

City of Anaheim Donation

6.2%

$1,600,000

$22,857

Accrued Interest - City of Anaheim

0.3%

$76,000

$1,086

LIHTC Equity

26.4%

$6,853,487

$97,907

GP Equity

0.0%

$100

$1

Deferred Developer Fee

0.6%

$163,240

$2,332

100.00%

$25,968,351

$370,976

Total Sources

Maximally Productive: Given the current market situation, it is concluded that the highest and best
use of the subject property would be to develop it with the proposed income restricted 70 unit
housing project with the government incentives available. Given the benefits of the tax credits and
favorable governmental financing available for investors, the subject project, can be economically
feasible (market rate apartment project would not be feasible under current market conditions based
on the fact that the projected costs to construct the project far outweighs the PMVSO conclusion).
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Based on an analysis of the existing improvements and the underlying site value, the highest and
best use is to renovate the existing improvements and lease the units to qualified income restricted
tenants.
For purposes of our analysis, we provided a summary of secondary hotel/motel sales in the following
chart:
SUMMARY OF SECONDARY COMPARABLE MOTEL SALES
NO.

COMPARABLE
COUNTY / APN
SELLER / BUYER

SALE DATE /
DOC. NO.

SIZE - SF

PRICE

NO.
ROOMS

PRICE PER
SQFT/ROOM

ROOMS/
ACRE

%
LEASED

FAR

PARKING
SPACES
PARKING
(SPACES
PER
ROOM)

1

Best Budget Inn
420 South Beach Boulevard
Anaheim, CA 92804
Orange County
126-111-01
Seller - P & G Ptshp
Buyer - Bapas Anaheim Inc.

7/18/2019
0259567

32,670

$4,450,000

45

$136.21

$98,889

60.0

100%

0.87

100

2.22

Sources: CoStar Group Inc., public records and Orange County Assessor.
Comments: Two-story, 45 room motel on 28,404 square foot parcel. This property was built in 1985. Financing was provided by Celtic Bank Corporation with a
30.1% down payment. This property has no amenities. This property’s rooms include: carpet flooring and stone counter tops. There were no other conditions
reported at the time of sale.
2

Capri Suites Anaheim Convention
Center
2141 South Harbor Boulevard
Anaheim, CA 92802
Orange County
137-124-10
Seller - Sant Kabir, LLC
Buyer - Tri-lin Holdings LLC

2/13/2020
0059437

30,056

$13,650,000

94

$454.15

$145,213

136.2

100%

1.56

72

0.77

Sources: CoStar Group Inc., public records and Orange County Assessor.
Comments: Four-story, 94 room motel on 47,014 square foot parcel. This property was built in 1962. Financing was provided by First Choice Bank with a 36.6%
down payment. This property’s amenities includes: conferencing facility, laundry facility, pool, spa, shuttle service, elevator. This property’s rooms include: carpet
and tile flooring, Formica or stone counter tops. There were no other conditions reported at the time of sale.
3

Holiday Inn Express
212 West Houston Avenue
Fullerton, CA 92832
Orange County
Multiple APNs
Seller - XY Auttun LLC
Buyer - M & C Investment Group
LLC

6/21/2019
0218903

105,851

$16,180,000

100

$152.86

$161,800

41.2

100%

0.49

100

1.00

Sources: CoStar Group Inc., public records and Orange County Assessor.
Comments: Seven-story, 100 room motel on six parcels totaling 51,345 square feet. This property was built in 1974. Financing provided by Taiwan Business Bank
with a 38.2% down payment. This property’s amenities include: pool, fitness center, continental breakfast, elevator. This property’s rooms include: carpet and tile
flooring, stone counter tops, black out curtains. There were no other conditions reported at the time of sale.
4

Anaheim Travel Lodge
International Inn
2060 South Harbor Boulevard
Anaheim, CA 92802
Orange County
137-191-26
Seller - Manifold Pacific Int’l
Investment LLC
Buyer - Capital Premier Property
LLC

1/31/2020
0042028

62,465

$16,500,000

119

$264.15

$138,655

83.0

100%

0.81

71

0.60

Sources: CoStar Group Inc., public records and Orange County Assessor.
Comments: Three-story, 119 room motel on a 50,688 square foot parcel. This property was built in 1982. Financing was provided by Golden Bank NA with a 35%
down payment. This property’s amenities include: coffee/tea maker in lobby, elevator, laundry facility, pool. This property’s rooms include carpet and tile flooring,
Formica counter tops. There were no other conditions reported at the time of sale.
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HIGHEST AND BEST USE (CONTINUED)
5

Studio 6
1251 North Harbor Boulevard
Anaheim, CA 92801
Orange County
Multiple APNs
Seller - Oceanic Anaheim LP
Buyer - Khan Hotels, Inc.

4/1/2019
0102204

62,726

$12,625,000

119

$201.27

$106,092

82.6

100%

0.60

86

0.72

Sources: CoStar Group Inc., public records and Orange County Assessor.
Comments: Three-story, 119 room motel on thee parcels totaling 37,811 square feet. This property was built in 1985. Financing was provided by First Choice Bank
with a 35.4% down payment. This property’s amenities include: pool, spa. This property’s rooms include: carpet, tile or laminate flooring, stone counter tops. There
were no other conditions reported at the time of sale.
6

Motel 6
2145 South Harbor Boulevard
Anaheim, CA 92802
Orange County
137-113-06, 09
Seller - Br Group of Hotels Inc
Buyer - Patel Govind & Urmila F
& Tr

6/19/2019
0215516

29,198

$7,500,000

60

$256.87

$125,000

89.5

100%

1.03

42

0.70

Sources: CoStar Group Inc., public records and Orange County Assessor.
Comments: Two-story, 60 room motel on two parcels totaling 30,000 square feet. This property was built in 1969. Financing was provided by American Plus Bank
with a 24% down payment. This property’s amenities include: coffee/tea room. This property’s rooms include: laminate and tile flooring, stone counter tops. There
was a 1031 exchange on the seller side. There were no other conditions reported at the time of sale.

The previous properties have price per room sale prices ranging from $98,889 to $161,800. Based
on the previous sale prices, the subject’s 2019 purchase of $9,250,000 or 132,143 per room, appears
to be supported by the market. However, the value of the property is deemed to be lower (as an
encumbered land parcel) in today’s dollars based on the encumbrances which were placed on the
property by the current owner between 2017 and 2019. The lower As Is value is more than offset
by the substantial amount of favorable governmental incentives that will be a part of the project.
Conclusions, As Improved/Proposed: Given the current market situation, it is concluded that the
highest and best use of the subject property would be to renovate the existing improvements for the
the proposed 70-unit affordable housing project, with the government incentives available. Given
the benefits of the government incentive programs, the subject project, with below-market affordable
rents, can be economically feasible.
Given the nature of the property and the complexity, the most probable buyer is considered to be an
investor with experience in similar properties.
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ANALYSIS OF DATA AND CONCLUSIONS

VALUATION
Introduction
The three traditional approaches to value are the Cost Approach, the Income Capitalization
Approach, and the Sales Comparison Approach. Each approach represents a technique by which
market data may be processed into an indication of value. All three approaches to value are, in
essence, market data approaches as the data inputs are market derived. These approaches to value
are discussed in the following paragraphs.
PMV Methodology
The subject is anticipated to be complete by May 2021, which reflects roughly a value 14 months
in the future. Considering the move in an absorption time of six months would suggest a total of 20
months before construction and stabilization. According to Costar Group, market rental rates are
anticipated to grow 0.8% to 2.5% over the next five years.

Based on the previous information the short term growth rate is anticipated to be 2.0% to 2.5%,
however, this growth factor is anticipated to fall to 0.8% to 1.1% in 2023 to 2024. However, the
Costar forecasted growth rates do not reflect current market conditions and the impact from the
COVID19 pandemic. Based on the limited rental activity over the past two weeks, combined with
the state mandated Safe At Home order, leasing has been dramatically negatively impacted.
Therefore, for purposes of our analysis, we assumed a 1.0% growth factor for year two (reflecting
an average of 0.5% per year over the next two years).
Based on the fact that the estimated completion/stabilization date is November 1, 2021, we applied
a 1.0083 (0.5% ÷ 12 months x 20 months) trending factor which reflects current market conditions
and attempts to consider the rent growth impact of COVID-19 over the next two years. This
trending factor has been applied to both the income and expenses (with the exception of property
taxes and reserves which have NOT been trended at 1.0083). We grew the expenses (not property
taxes or reserves) at a rate similar to the income) which is supported by the PWC report presented
later in the report. Our expense growth factor is also supported by our discussions with several
active developers in the market which anticipate expense growth to model income growth over the
next several years
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VALUATION (CONTINUED)
Cost Approach
This approach in appraisal analysis is based on the proposition that an informed purchaser will pay
no more than the cost of producing a substitute property with the same utility as the subject property.
The Cost Approach is particularly appropriate when the property being appraised includes relatively
new improvements which represent the highest and best use of the land, or when relatively unique
or specialized improvements are located on the subject site, and when market data of similar
properties cannot be obtained.
Income Capitalization Approach
This technique converts anticipated income to be derived from the ownership of the property into
a value estimate. The Income Approach is widely applied in appraising income-producing
properties. Anticipated future income and/or reversions are discounted to a present value through
a capitalization process.
Sales Comparison Approach
The Sales Comparison, or Market Data, Approach is an appraisal procedure in which the market
value estimate is predicated upon prices paid in actual market transactions and reflected in current
listings. This approach involves a process of analyzing sales of similar properties with recent sale
dates, to derive an indication of the most probable sales price of the property being appraised.
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LAND VALUE ANALYSIS / COST APPROACH
LAND VALUATION
Method of Valuation
A search was made for offers, listings, escrows, and sales of comparable properties located in the
Orange County market. This market data search included those pertinent residential and/or
commercial zoned land transactions which have recorded since 2019.
It is important to identify the fact that the subject exists as part of a larger site. For purposes of our
analysis, we valued the subject site as if it was subdivided from the larger site and was a stand alone
parcel.
Market Data: In all, several items of market data were discovered with varying degrees of
comparability to the subject site. Details of the land sales considered are presented
in the following chart:
SUMMARY OF COMPARABLE MULTIFAMILY APARTMENT LAND SALES
NO.

1

COMPARABLE
COUNTY / APN
SELLER / BUYER
901 East South Street
Anaheim, CA 92805
Orange County
037-271-24
Seller - South Street - Anaheim LP
Buyer - Anton Vida, LLC

SALE DATE /
DOC. NO.

SIZE - SF

PRICE

NO. UNITS

7/5/2019
0239375

208,827

$20,000,000

314

PRICE PER
SQFT/UNIT

$95.77

$63,694

UNITS/
ACRE

ZONE

FAR

ENT.

EXIST.
STRUCT.

65.5

RM-4

N/A
See
Below
*

Yes

No

Sources: CoStar Group Inc., public records, Orange County Assessor and Shopoff Realty Investments.
Comments: Current improvements consist of a rough graded lot. The site is zoned RM-4 by the City of Anaheim which allows a maximum density of one dwelling unit per
1,200 SqFt of lot area. The buyer confirmed that 4.794 net acreage was purchased for $20 million or about $4.2 million per acre. *The multi-family zones for Anaheim do
not have floor area ratios however they do have a minimum floor area - Studio units: 550 square feet; provided, however, that the number of studio units shall not exceed
20% of the total number of units. One-bedroom units: 700 square feet; two-bedroom units: 825 square feet; three-bedroom units: 1,000 square feet; more than a three-bedroom
unit: 1,000 square feet, plus 200 square feet for each bedroom over three. The RM-4 zone also has a maximum site coverage of 55% for residential and accessory structures.
Fully entitled to build a 314-unit multi-family asset. The development is titled Vida. The Industrial buildings that were once on the lot had been demolished prior to closing
and the property was delivered rough graded. Anton Vida is anticipates to break ground the first quarter of 2020. Please see PID 10523471 for the proposed development.
There were no other conditions reported at the time of sale.
2

21809-21811 Figueroa Street
Carson, CA 90745
Los Angeles County
7343-020-009, 010
Seller - Real Quest Holding, LLC
Buyer - South Bay Land Management &
Development

8/23/2019
0852720

33,830

$3,100,000

32

$91.63

$96,875

41.2

Birch
SP*

2:1

Yes

Yes
3,992
SqFt
Total

Sources: CoStar Group Inc., public records, Los Angeles County Assessor.
Comments: Current improvements consist of a previously developed lot. At the time of sale there was a duplex totaling 1,428 SqFt and a SFR totaling 2,564 SqFt. *The site
is zoned Birch Specific Plan by the City of Carson which allows a maximum density of 45 dwelling units per acre of lot area. Based on the site size of 0.77 acres, a maximum
of 35 dwelling units would be permitted. This site is fully entitled for 32 single family condos built for resale. The project will be a four-story building with raised podium
type construction. The unit mix will be comprised of 23- two bedroom, two bathroom units and nine - three bedroom, two bathroom units. This comparable did not qualify
for a density bonus. There were no other conditions reported at the time of sale.
3

1400 Long Beach Boulevard
Long Beach, CA 90813
Los Angeles County
7269-026-001, 002, 003, 004, 024
Seller - Long Beach Square Partners LLC
Buyer - N/A

12/9/2019
1334773

49,500

$6,200,000

65
+
Retail

$125.25

$95,385

57.2

SP-1-TN

2:1

Yes

Yes
18,184
SqFt
Total

Sources: CoStar Group Inc., public records and Los Angeles County Assessor.
Comments: Current improvements consist of a previously developed lot. Currently, there is an auto service center totaling 13,316 SqFt and a 4,868 SqFt multi-family dwelling.
The sales contact would not comment on whether the apartment was vacant or not. The site is zoned SP-1-TN by the City of Long Beach which allows a maximum density
of one dwelling unit per 600 SqFt of lot area. The site is fully entitled for a 65 unit multi-family development with 2,100 SqFt of retail. Construction is scheduled to break
ground in Q2 of 2020. There were no other conditions reported at the time of sale.
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LAND VALUE ANALYSIS / COST APPROACH (CONTINUED)
4

448 West 5th Street
San Pedro, CA 90731
Los Angeles County
7455-003-017
Seller - Cal Trade Center Inc.
Buyer - Sbd Investments 10 LLC

6/10/2019
0522627

26,000

$3,500,000

65

$134.62

$53,846

108.9

C2-2D

6:1

No

No

Sources: CoStar Group Inc., public records, Los Angeles County Assessor.
Comments: Current improvements consist of a paved parking lot. The site is zoned C2-2D-CPIO by the City of Los Angeles which allows a maximum density of one dwelling
unit per 400 SqFt of lot area. Based on the site size of 26,000 SqFt a maximum of 65 dwelling units would be permitted. There were no other conditions reported at the time
of sale.
5

111 North Harbor Boulevard
San Pedro, CA 90731
Los Angeles County
7449-017-009
Seller - Harbor Shoreline LLC
Buyer - Harbor Camels LLC

4/11/2019
0322302

29,851

$3,900,000

120

$130.65

$32,500

175.1

RAS41L

3:1

Yes

Yes
1,971
SqFt
Total

Sources: CoStar Group Inc., public records and Los Angeles County Assessor.
Comments: Current improvements consist of a previously developed lot. The site is zoned [T][Q]RAS4-1L-CPIO by the City of Los Angeles which allows a maximum density
of one dwelling unit per 400 SqFt of lot area. Based on the site size of 29,851 SqFt a maximum of 75 dwelling units would be permitted. The site is entitled by the City of
Los Angeles for a TOC Tier 2 density bonus for a total of 120 units. There were no other conditions reported at the time of sale.
6

3580 East Pacific Coast Highway
Long Beach, CA 90804
Los Angeles County
7259-003-038
Seller - Santo & Antonietta Laferrara
Buyer - 2.62 Apartments LP

12/20/2019
1425290

23,292

$2,500,000

24

$107.33

$104,167

44.9

CO

N/A

No

Yes
22,612
SqFt
Total

Sources: CoStar Group Inc., public records and Los Angeles County Assessor.
Comments: Current improvements consist of a previously developed lot. The site is zoned CO (R-4-N for residential uses) by the City of Long Beach which allows a maximum
density of one dwelling unit per 975 SqFt of lot area. Based on the site size of 23,292 SqFt a maximum of 24 dwelling units would be permitted. This development will fall
under the City of Long Beach new Land Uses Element and General Plan allowing for five-stories. There were no other conditions reported at the time of sale.
Sub

9/20/2019
362775

43,734

$9,250,000

70

$211.51

$132,143

69.7

See Comments

Yes

Yes

Comparative Criteria
In analyzing each item of market data, a comparison was made between the market data and the
subject site. Consideration was given to the property rights conveyed, financing, motivation, market
conditions, improvements, access and exposure, location, parcel size, land use (zoning), topography,
and utility availability.
The unadjusted sale price was divided by the size of the sale parcel, and an indicated price per unit
was derived. Adjustments were made when differences existed between the subject site and the
market data, and an adjusted sale price was derived for each item of market data. Significant
adjustments considered are set out as follows:
Property Rights Conveyed: If differences exist in the property rights conveyed, an adjustment could
be required.
Financing: If the market data was financed at terms below market, an adjustment could be required.
Motivation: If the motivation of the buyer and/or seller is other than a typical arm’s-length
transaction, an adjustment could be required.
Market Conditions: If market conditions have changed over a given period of time, an adjustment
could be required.
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LAND VALUE ANALYSIS / COST APPROACH (CONTINUED)
Location: If the location of the market data is superior or inferior to the subject site, an adjustment
could be required. This adjustment would also include site specific considerations such as access
and exposure.
Parcel Size: If the market recognizes a different price per square foot for sites, of varying size, an
adjustment could be required.
Land Use (Zoning): If the market data differs in land use, an adjustment could be required.
Topography: If the topography of the market data is superior or inferior to the subject site, an
adjustment could be required.
Utility Availability: If the utility availability to the market data is superior or inferior to the subject
site an adjustment could be required.
Condition/Improvements: If the market data suffers from atypical conditions (i.e., toxics) or is
improved, an adjustment to reflect the impact on value, if any, could be required.
Comparison to the Subject Site
Following is a discussion of those items of market data utilized in the valuation of the subject site:
Property Rights: Each of the presented land sales involved arm's-length transactions involving a fee
simple position, with no unusual terms of sale noted. Therefore, no adjustments were considered
necessary.
Financing Terms: Each of the comparables were all cash or cash equivalent financing transactions
with no unusual terms of financing included. There were no adjustments necessary for atypical
financing for the presented sales.
Conditions of Sale: Adjustments for condition of sale are required when the buyer or seller had
atypical motivations. Examples of transactions which might require a condition of sale adjustment
are eminent domain processing and sales that were not arm's-length. Therefore, no adjustments for
property rights conveyed, atypical financing or motivation are required for the presented sales.
Date of Sale: The sales presented represent transactions occurring from July 2019 through January
2020. As indicated by the information presented in the Market Conditions section of the appraisal
report, the overall multifamily market has shown signs of increased values over the past several
years. This is based on stable and/or increasing rental rates, coupled with lower interest rates and
lower overall capitalization rates. We have applied adjustments to the comparables as warranted.
Location: This category is generally the most significant of adjustments in that it takes into account
items such as desirability of the overall location, proximity to commercial and residential bases,
access and exposure of the site, and general perceptions of desirability.
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LAND VALUE ANALYSIS / COST APPROACH (CONTINUED)
The lack of directly comparable information limits the reliability of a paired sales analysis for this
adjustment. Therefore, most of the remaining adjustments are considered more qualitative than
quantitative. The overall location is an important adjustment in that it considered numerous items
such as general location, proximity to access routes, employment centers, and access and exposure
of the site itself.
The subject has average locational characteristics in the City of Anaheim just west of the downtown
Anaheim market. The comparables are located in the Cities of Anaheim, Carson, Long Beach and
San Pedro. We have applied adjustments to the comparables which had superior or inferior site
specific and/or neighborhood locational characteristics.
Site / Project Size: Site size is an area which often is considered for adjustment. Typically, smaller
parcels sell for a higher unit value than do larger ones due primarily to the risk associated with the
construction of larger apartment projects. Therefore, we have applied an adjustment to the larger
and/or smaller sized comparables.
Zoning: The presented sales had zoning designations that allowed for either commercial or
multifamily and all were reported to be affected by relatively similar development standards. We
have considered and applied adjustments to the comparables which offered substantial superior or
inferior differences in the overall density.
Entitlements: For purposes of our analysis, we applied a downward $15,000 per unit to the sale
prices of the comparables which were entitled at the time of sale. This is based on the fact that we
have given credit to the developer for the costs spent to date in order to arrive at the Market Value
As Is. These costs reflect the entitlement costs as the subject property is entitled for the proposed
renovation/construction of 70 income restricted dwelling units.
Condition/Improvements: For purposes of our analysis we have assumed that the subject property
is essentially vacant and ready for development of the proposed improvements (i.e., existing
improvements have been demolished). The appraisers applied a demolition adjustment to the
comparables as warranted based on a figure of $10 per square foot.
Affordability Requirement: The subject property will contain an affordable element in the form of
providing set-aside units restricted via several agencies. For purposes of this analysis and for
determining an appropriate value for the land, we assumed that the subject property was unrestricted
and unencumbered. We adjusted the comparables as warranted, however, it is important to identify
the fact that projects with a partial affordable component typically incorporate a density bonus as
part of the development which offsets any below market rents from the affordable units. For
purposes of our analysis, we compared the values with and without the rent restrictions which range
from $12,250,000 (hypothetical) to $7,200,000 (with restrictions), which reflects a 41% downward
adjustment.
Retail Component: The subject will not contain a retail component. One of the comparables
contained a ground floor retail component and therefore, we applied an adjustment to reflect the
additional value associated with the retail component.
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Please refer to the following adjustment grid for a summary of the previously indicated adjustments.
LAND SALES ADJUSTMENT GRID

SALE PRICE
Net Square Feet
No. Units
Price Per Square Foot
Price Per Unit

Subject

1

2

3

4

5

6

N/A
43,734
70
N/A
N/A

$20,000,000
208,827
314
$95.77
$63,694

$3,100,000
33,830
32
$91.63
$96,875

$6,200,000
49,500
65+Retail
$125.25
$95,385

$3,500,000
26,000
65
$134.62
$53,846

$3,900,000
29,851
120
$130.65
$32,500

$2,500,000
23,292
24
$107.33
$104,167

N/A
N/A

None
$63,694

None
$96,875

None
$95,385

None
$53,846

None
$32,500

None
$104,167

$0
$95,385

$0
$53,846

$0
$32,500

$0
$104,167

PROPERTY RIGHTS CONVEYED
Adjustment
Adj. Price/Unit

FINANCING TERMS (Adjusted for in the comparable sale detail pages)
CONDITION OF SALE
Adjustment
Adj. Price/Unit

N/A
N/A

$0
$63,694
7/19

8/19

12/19

6/19

4/19

12/19

N/A
N/A

1.50%
$64,650

1.50%
$98,328

0.00%
$95,385

1.50%
$54,654

3.00%
$33,475

0.00%
$104,167

DATE OF SALE
Adjustment
Adj. Price/Unit

$0
$96,875

LOCATIONAL AND PHYSICAL CHARACTERISTICS
LOCATION

92801

Comparable

Inferior

Inferior

Inferior

Inferior

Inferior

Adjustment

N/A

0.0%

20.0%

5.0%

15.0%

15.0%

10.0%

SIZE

70 units

Inferior

Superior

Adjustment

N/A

10.0%

-5.0%

ZONING
Adjustment

Comparable Comparable Comparable
0.0%

0.0%

0.0%

Superior
-5.0%

See comments Comparable Comparable Comparable Comparable Comparable Comparable
N/A

0.0%

0.0%

0.0%

0.0%

0.0%

0.0%

RETAIL

No

Adjustment

N/A

0.0%

0.0%

-5.0%

0.0%

0.0%

0.0%

DENSITY

69.7

Superior

Superior

Superior

Inferior

Inferior

Superior

Adjustment

N/A

-2.5%

-10.0%

-5.0%

20.0%

30.0%

-10.0%

ENTITLEMENTS

In Place

Superior

Superior

Superior

Comparable

Superior

Comparable

Adjustment

N/A

($10,000)

($10,000)

($10,000)

$0

($10,000)

$0

AFFORDABLE COMPONENT

Yes

Superior

Superior

Superior

Superior

Superior

Superior

Adjustment

N/A

-41%

-41%

-41%

-41%

-41%

-41%

DEMO/Other

Vacant

Comparable

Inferior

Inferior

Comparable

Inferior

Inferior

Adjustment

N/A

$0

$1,248

$2,798

$0

$164

$9,422

ADJUSTED SALE PRICE

N/A

$32,992

$54,177

$44,305

$51,375

$24,978

$65,672

Unadjusted Per Unit Range (Min/Max/Avg)

$32,500

$104,167

$74,411

Adjusted Per Unit Range (Min/Max/Avg)

$24,978

$65,672

$45,583

Unadjusted Per SF Range (Min/Max/Avg)

$91.63

$134.62

$114.21

Comparable Comparable

Superior

Comparable Comparable Comparable

After careful consideration of the foregoing data and other factors, it is concluded that the fee simple
value of the subject property, subject to the limiting conditions set out elsewhere in this report, as
if vacant and encumbered by an affordable component is $50,000 per unit applied to the 70 dwelling
units which are approved for conversion/rehabilitation, or $3,500,000 (RD).
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Fee Simple Market Value As Is Conclusion
The subject exists as a vacant 70-unit hotel/motel which will be renovated and re-purposed as an
affordable housing complex. For purposes of arriving at the Market Value As Is conclusion, we
added the costs spent to date to the ‘entitled/encumbered’ land value of $3,940,000.
Fee Simple Market Value As Is
Land Value
A&E

$3,500,000
$144,937

Environmental

$13,617

Market Study

$10,300

Appraisal

$13,500

Other Costs

$107,469

City/Permit Fees

$79,911

Soft Cost Contingency

$26,688

Costs Sub-Total

$396,422

Plus Profit at 10%

$39,642

Value Conclusion

$3,940,000

The previous analysis would suggest that the 2019 purchase price was substantially below market.
However, if the benefit from the sources of favorable financing and tax credit equity are added to
the as encumbered / as entitled land value, the overall As Is value is substantially higher than the
2019 purchase price of $9,250,000.
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CONSTRUCTION SOURCES
Name of Lender/Source

Percent

Amount of Funds

Per Unit

First Mortgage - CCRC

21.8%

$5,652,464

$80,749

Mental Health Services Act (MHSA)

35.0%

$9,096,000

$129,943

Accrued Interest - MHSA

1.7%

$432,060

$6,172

Orange County Housing Trust

7.7%

$2,000,000

$28,571

Accrued Interest - OC Housing Trust

0.4%

$95,000

$1,357

City of Anaheim Donation

6.2%

$1,600,000

$22,857

Accrued Interest - City of Anaheim

0.3%

$76,000

$1,086

LIHTC Equity

26.4%

$6,853,487

$97,907

GP Equity

0.0%

$100

$1

Deferred Developer Fee

0.6%

$163,240

$2,332

100.00%

$25,968,351

$370,976

Total Sources

COST APPROACH
Procedure
The five steps utilized in the Cost Approach to value are as follows:
1.
2.
3.

4.
5.

Estimate the land value of the subject site, as if vacant and available for development
in accordance with its Highest and Best Use.
Estimate reproduction, or replacement cost new, of the proposed or existing
improvements.
Estimate any depreciation (loss of value) attributable to:
A.
Physical Deterioration
B.
Functional Obsolescence
C.
External Obsolescence
Deduct the total depreciation from the estimated reproduction, or replacement cost
new to estimate the depreciated cost of the improvements.
Add estimate of land value to depreciated cost of the improvements to form an
opinion of value as estimated by the Cost Approach.

Marshall Valuation Analysis
Direct Costs: Direct Costs have been estimated by adding the costs for the basic structure, as
estimated by the Marshall Valuation Costs Analysis, plus direct costs related to yard
improvements.
Basic Structure: The Marshall Valuation Cost Analysis includes the following:
1.

The final construction costs of the improvements to the owner, including, average
architect's and engineer's fees. These include plans, plan check and building permits,
and survey to establish building lines and grades.
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2.
3.
4.
5.
6.

Normal interest on building funds during period of construction and processing fee
or service charge is included.
Sales taxes on materials.
Normal site preparation including finish grading and excavation for foundation and
back-fill.
Utilities from structure to lot line for typical setback.
Contractor's overhead and profit including job supervision, workmen's compensation,
fire and liability insurance, unemployment insurance, equipment, temporary
facilities, security, etc.

Paving/Yard Improvements: Paving and yard improvements would typically be computed
based upon the yard area as calculated by the architect and multiplied by yard improvement
costs per Marshall Valuation of approximately $5.00 per square foot.
Indirect Costs: The Marshall Valuation Cost Analysis does not include the following:
1.
2.
3.
4.
5.
6.
7.

Costs of buying or assembling land, i.e. escrow fees, legal fees, property taxes, demolition,
storm drains, or rough grading, are considered costs of doing business or land improvement
costs.
Pilings or hillside foundations are considered an improvement to the land. This also refers
to soil compaction and vibration, terracing, etc.
Costs of land planning or preliminary concept and layout for large developments inclusive
of developer's overhead and profit are not included, nor is interest or taxes on the land,
feasibility studies, environmental impact report (EIR), appraisal or consulting fees, etc.
Discounts or bonuses paid for financing are considered a cost of doing business, as are funds
for operating start up, developmental overhead or fixture and equipment purchases, etc.
Off site costs including roads, utilities, park fees, jurisdictional hook-up, tap-in or impact
fees and assessments, etc.
Furnishings and fixtures, usually not found in the general contract, that are peculiar to a
definite tenant.
Marketing costs to create first occupancy including model or advertising expenses, leasing
commissions or temporary operation of property owners associations.

Indirect costs have been estimated as follows:
Real Estate Taxes: Real estate taxes have been estimated at 1.28% (effective) of the land
value (Effective tax rate) for an estimated construction period of approximately one year1.
Leasing Costs: While leasing commissions for commercial properties are typically quoted
on a percentage basis applied to the lease amount, leasing apartment units typically includes
the time and money spent on marketing the property in addition to having an on-site and/or
off-site leasing representative responsible for leasing units. The appraisers have also

1

Marshall Valuation estimates are approximately 400 days
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considered a deduction for the marketing costs which will be associated with leasing the
property or $370,000 (see calculation at the end of the appraisal report).
Permanent Loan Fees: Permanent loan fees are based on a 75% loan-to-value ratio
utilizing 2 loan points.
Contingency Fees: As noted above, there are numerous additional costs. For the purposes
of our analysis we have included a cost of 5% of direct construction costs to account for
these items.
Developer's Profit: Marshall Valuation does not include developer's profit. Based upon discussions
with developers who have completed constructed improvements similar to the subject property, the
developer's profit has been estimated as 10% of the direct and indirect costs.
Depreciation: Depreciation is loss in value due to any cause. It is the difference between an
improvement's reproduction cost and its present value as of the date of appraisal. Before continuing
on about the estimation of accrued depreciation, there are four terms which should be defined.2
Economic Life: The period over which improvements to real estate contribute to property
value.
Remaining Economic Life: The estimated period over which improvements continue to
contribute to property value.
Actual Age: The number of years that have elapsed since an original structure was built.
Effective Age: The age indicated by the condition and utility of a structure.
There are five basic forms of accrued depreciation as listed below, with a brief explanation.
1.
2.

3.
4.

Curable Physical Deterioration: Items of deferred maintenance.
Incurable Physical Deterioration: The amount of physical deterioration that is not
practical or feasible to correct. There are two categories - long lived and short lived.
A long lived item has a remaining economic life that is the same as that of the
structure. A short lived item has an economic life that is shorter than that of the
structure.
Curable Functional Obsolescence: Functional obsolescence is the adverse effect on
value resulting from defects in design. To be curable, the cost of replacing the
outmoded aspect must be at least offset by the anticipated increase in value.
Incurable Functional Obsolescence: Functional obsolescence is the adverse effect
on value resulting from effects. Incurable functional obsolescence is caused by a

2

All definitions were obtained from The Appraisal of Real Estate, 14th Edition, Appraisal Institute, 2013
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5.

deficiency or superadequacy in design and the cost to cure exceeds the anticipated
increase in value.
External Obsolescence: Loss in value due to causes outside the property and
independent of it.

There are five methods of estimating accrued depreciation. In estimating the accrued depreciation
for the subject property, the appraisers have reviewed the five methods and have determined that the
breakdown method is the most appropriate. This method involves estimating each cause of
depreciation separately and then arriving at a total figure to deduct from reproduction cost new.
Following is the estimate of accrued depreciation.
Accrued Depreciation Estimate
Physical Curable Deterioration:
construction/renovation.

The

subject

will

be

new

upon

completion

of

Physical Incurable Deterioration: As mentioned, physical incurable deterioration involves an
estimate of deterioration which is currently not feasible to correct. This pertains to structural
elements of the property. It is typically due to the normal wear and tear of the structure. In
calculating the deterioration, the effective age/life method is typically utilized. In this technique,
the subject's deterioration is based upon the proportion of the effective age in relation to the
economic life. The subject improvements will be new upon completion of construction/renovation
and will not be subject to Physical Incurable Deterioration at the time of completion.
Functional Obsolescence Functional Obsolescence is the negative impact on value resulting from
defects in design. It can also be caused by changes that, over time, have made some aspect of the
structure obsolete by current standards. It can be comprised of either inadequacies or
superadequacies. Further, we assume the subject is not affected by additional requirements based
upon interpretations of the recently enacted Americans with Disabilities Act (ADA), as replacement
costs have been considered in our cost estimates.
External Obsolescence This type of depreciation consists of impairment of desirability or useful life
arising from factors external to the property, such as economic forces or environmental changes
which affect supply-demand relationships. The subject is not felt to be suffering from any forms
of external obsolescence.
Conclusion
An analysis was completed for the subject improvements utilizing the Marshall Valuation cost
estimate service. Your attention is invited to the following chart wherein this cost estimate is set
out.
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COST APPROACH SUMMARY - USING RESTRICTED/ENCUMBERED LAND
Cost Source
Class and Quality
Exterior Wall
Number of Stories

Marshall Valuation
Class C (Ground Floor) and Class D (Dwelling Units)
Frame & Stucco (Dwelling Units) / Concrete Block (Ground Floor)
Two Stories

Floor Area
Yard Size (Building - Land Area)
Effective Age / Condition
Region
Climate
Land Value

27,056 square feet
10,000 estimated
0 - New /Low to Average
Western
Mild
$3,940,000
Good Multiple Residences
$104.00
$0.00
$2.19
$0.00

Base Square Foot Cost
Heating, Cooling, Ventilation
Sprinklers
Other
TOTAL COST PER SF

$106.19

Number of Stories Multiplier
Height per Story Multiplier
Perimeter Multiplier

1.00
1.00
1.00

COMBINED MULTIPLIER

1.000

Refined Square Foot Cost
Current Cost Multiplier
Local Multiplier

$106.19
1.02
1.21

FINAL COST PER SF

$131.06

Plus: FF&E @ $7,400/Unit

$518,000

Developer at $515,530

TOTAL DIRECT COST (VIA DEVELOPER) - no weight given - developers’ costs
are typically overestimated to generate additional tax credits

$15,208,208

TOTAL DIRECT COST (VIA MARSHAL)

$4,063,951

Site Improvements Cost PSF
Real Estate Taxes & Direct Assessments
Leasing Costs
Permanent Loan Fees:
Interest During Construction
Contingency/Other

$5.00
Exempt From General RE Taxes
Restricted Scenario
LTV 75%, 2 points
Included in M&S Direct Cost
5.00%

TOTAL INDIRECT COSTS

$4,826,840
15.00%

REPLACEMENT COST NEW
Physical & Functional Depreciation
(Incurable) via Age/Life
Deferred Maintenance/Curable Physical
External Obsolescence

$205,698
$762,889

TOTAL
DEVELOPER’S PROFIT

$50,000
$10,672
$370,000
$126,519

$724,026
$5,550,866

0.00%

$0
$0
$0

DEPRECIATED REPLACEMENT COST

$5,550,866

LAND VALUE

$3,940,000

INDICATED VALUE BY COST APPROACH

$9,500,000

VALUE / UNIT

$135,714

Based on the previous analysis, it is concluded that the Leased Fee PMVSO (with consideration for
the rent restrictions and the trending at 1.0083) as indicated by the Cost Approach as of November
1, 2021, is $9,580,000 (RD) ($9,500,000 x 1.0083). This would indicate that it would not be feasible
to construct an income restricted apartment project without some type of governmental incentives
(i.e., grants, LIHTCs, low interest loans, etc).
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Procedure
As instructed by the client, an Insurable Value has been included in this appraisal report. The
procedures, as instructed by the client, for estimating an insurable value are as follows:
1)
Estimate the value of the structure. This is based on "Replacement Cost New" (i.e. no
depreciation) and should reflect only "direct” or "hard" construction costs such as
construction labor and materials; repair design/engineering; permit fees; and contractor's
profit, contingency, and overhead. It should not include surveys, site development,
financing, or land acquisition costs.
2)
Add the cost of tenant improvements that are currently in-place.
3)
Add tenant improvements yet to be installed.
4)
Add furniture, fixtures, and equipment (FF&E)
Depreciation
Based upon the instructions of the client, no depreciation allowance was applied.
Conclusion
An analysis was completed for the subject improvements utilizing (Copyright 2019) CoreLogic’s
Marshall & Swift Valuation Service. Following is a summary of the insurable value:
Insurable Value Summary
Please refer to the Cost Approach Presented on the Previous Page

$3,545,951

Sub-Total Direct Building Costs

$3,545,951

Less: 10% Adjustment for Indirect Costs

($354,595)

Less: Tenant Improvements (Currently in-place)

Included

Plus: Tenant Improvements (Yet to be installed)

Not Applicable

Plus: FF&E (Furniture, Fixtures and Equipment)

$518,000

Total Insurable Value3

$3,709,356

Total Insurable Value (rounded)

$3,710,000

3

Insurable Value only refers to the direct construction costs. It does not include: architect/engineering fees; site improvements;
developer’s profit; a contingency; leasing commissions or absorption costs; taxes during construction; land acquisition;
physical, functional, and/or economic depreciation; or financing costs. The construction costs are based on figures from
CoreLogic’s Marshall & Swift Valuation Service. The Insurable Value is not a valuation method, nor is the Insurable Value
considered in our valuation. Insurable Value is provided at our client’s request to assist in estimating insurance coverages.
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Procedure
The Income Capitalization Approach is a technique or method wherein the future benefits of
ownership are transformed through a discounting process into a present worth or value estimate.
When estimating value by this approach, the Appraisers must determine and clearly define future
benefits and identify today's typical user or investor.
Future benefits are estimated by forecasting the gross earning potential under prevailing and
foreseeable market conditions. Appropriate allowances for vacancy and operating expenses (based
on the prevailing and foreseeable market) are then deducted from gross earnings. This process will
result in an estimate of net monetary benefits of ownership, or cash flow, which will then be
discounted to a present worth. There are two commonly used capitalization methods: direct
capitalization and yield capitalization (discounted cash flow).
Direct capitalization is used to convert an estimate of a single year's income
expectancy into an indication of value in one direct step - either by dividing the
income estimate by an appropriate income rate or by multiplying the income
estimate by an appropriate factor.4
Yield capitalization is a method used to convert future benefits into present value by
discounting each future benefit at an appropriate yield rate or by developing an
overall rate that explicitly reflects the investment's income pattern, value change,
and yield rate.5
The first step in the valuation process is to determine current market rent levels. Market rent is
defined as the reasonable expectancy if the property were available for renting at the time of its
estimation; the rental warranted to be paid in the open real estate market, based upon current rentals
being paid for comparable space, as distinguished from contract rent under an existing lease.
Contract rent is payment for the use of a property designated in a lease agreement. Actual, or
contract, rent may differ from market rent.
In determination of the market rent applicable to the property, the appraisers have made a thorough
search of the local market. Interviews with leasing agents as well as local real estate professionals
enabled the appraisers to determine the appropriate expenses debited to the landlord and tenant, as
the market is indicating. An analysis of the rent comparables in relation to the subject will indicate
an appropriate estimation of market rent for the subject property. Presented in the following pages
is information regarding several non-income restricted multi-family residential projects within the
subject's competitive market. Each are detailed and discussed in estimating the appropriate market
rent applicable to the subject property. This scenario will focus on rent conclusions assuming no
affordability requirements (i.e., 100% market):

4The Appraisal of Real Estate,

14th Edition, Appraisal Institute, Chicago IL, 2013.

5

Ibid
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SUMMARY OF COMPARABLE RENTALS

No.
1

Location
County / Year Built
Proximity to Subject / Contact
APN
Villa Buena Apartments
7000 La Palma Avenue
Buena Park, CA 90620
Orange County / 1978 (Ren)
1.6 Miles / (888) 755-7499
135-411-06

# of
Units
152

Config / Size

Effective
Rental Rate*

Rent/
SqFt

Studio

530

$1,725

$3.25

1+1

746

$1,905

$2.55

2+1

951

$2,040

$2.15

2+2

N/A

N/A

N/A

Rental Concessions: None.

Occupancy
Amenities
Unit Appliances**
Utilities Included
Parking
95%
Controlled access, laundry, pool, spa, tot lot, BBQ,
fitness center
Unit: RF, DW, GD, MC, elec ST, central HVAC, CF,
B/P
UT - None
One assigned covered space for studio and one
bedroom units. One assigned open space and one
assigned covered space for two bedroom units.

Description: Two-story garden.

Lease Terms: 12 Months.
Comments: Unit sizes listed above based on sizes provided online.
Finishes / Ren: Units renovated with stone counter tops, carpet and vinyl plank flooring, white appliances, base molding, vertical blinds.
2

Madison Park Apartments
2235 West Broadway
Anaheim, CA 92804
Orange County / 1969 (Ren)
1.5 Miles / (866) 331-8678
127-081-10

768

Studio

397

$1,492

$3.76

1+1

661

$1,770

$2.68

2+2

983

$2,253

$2.29

Rental Concessions: None.

97%
Controlled access, laundry, clubhouse, game room,
fitness center, playground, pool, spa, tennis court
Unit: RF, DW, GD, MC, elec ST, central HVAC, CF,
B/P
UT - None
One open space per tenant and an additional guest
space per unit (three total spaces max per unit).

Description: Three-story garden.

Lease Terms: 12 Months.
Comments: Unit sizes listed above based on sizes provided online. Public records shows the legal address as 2201 South Brookhurst Street, Anaheim, California, 92804.
Finishes / Ren: Units renovated with stone counter tops, vinyl plank and carpet flooring, stainless steel appliances, base molding, upgraded cabinets, hardware and fixtures, vertical
blinds.
3

Rancho Vista Apartment Homes
120 South Grand Avenue
Anaheim, CA 92804
Orange County / 1971 (Ren)
1.4 Miles / (855) 311-3620
135-271-38

117

Studio

440

$1,465

$3.33
$2.16

1+1

735

$1,585

2+2

875

$1,860

$2.13

3+2

1,125

$2,667

$2.37

Rental Concessions: None.

96%
Controlled access, laundry, BBQ/picnic, pool, tot lot
Unit: DW, GD, MC, gas ST, wall (gas) heat, CF, B/P
UT - Gas
One assigned covered space per unit.

Description: Two-story garden partially over parking.

Lease Terms: 12 Months.
Comments: Unit sizes listed above based on Manager’s estimate.
Finishes / Ren: Units renovated with granite counter tops, carpet and laminate flooring, black appliances, base molding, vertical blinds.
4

Twin Pines
2880 West Ball Road
Anaheim, CA 92804
Orange County / 1974 (Ren)
2.0 Miles / (714) 995-1921
126-301-28

114

Studio

634

$1,620

$2.56

1+1

868

$1,700

$1.96

2+1

906

$1,895

$2.09

3+2

1,102

$2,445

$2.22

Rental Concessions: None.

98%
Laundry, pool, spa, playground, clubhouse,
BBQ/picnic
Unit: DW, GD, MC, elec ST, central HVAC, CF, B/P
UT - Water, sewer, trash
One assigned open space per unit. Three bedroom units
also come with an attached garage. Lifts available for
a premium of $110 month.

Description: Two-story garden.

Lease Terms: 12 Months.
Comments: Unit sizes listed above based on sizes provided online.
Finishes / Ren: Units renovated with granite counter tops, laminate and carpet flooring, black appliances, base molding.
5

3360 West Lincoln Avenue
Anaheim, CA 92801
Orange County / 1970 (Ren)
1.9 Miles / (714) 821-3330
135-321-30

235

Studio

Rental Concessions: None.

450

$1,380

$3.07

100%
Controlled access, laundry, pool
Unit: DW, GD, MC, gas ST, central HVAC, CF, B/P,
W/D
UT - H/C water, sewer, trash, electricity
One assigned open space per unit.

Description: Three-story garden.

Lease Terms: Month to month.
Comments: Unit size listed above based on size provided online.
Finishes / Ren: Units renovated with granite counter tops, laminate flooring, black appliances, base molding, tile back splash, upgraded cabinets, hardware and fixtures.
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6

Azul Apartment Homes
1020 North Magnolia Avenue
Anaheim, CA 92801
Orange County / 1978 (Ren)
0.3 Miles / (714) 826-6290
071-071-03

100

Studio

440

$1,475

$3.35

1+1

700

$1,595

$2.28

2+1

980

$1,995

$2.04

2+2

1,018

$1,935

$1.90

2 + 2 Home

1,070

$2,065

$1.93

Rental Concessions: None.

100%
Controlled access, elevator, laundry, pool, spa
Unit: RF, DW, GD, MC, gas ST, in wall A/C, B/P
UT - Water, sewer, trash
One assigned space per unit. Additional assigned
surface lot parking available for a premium of $50 per
month.

Description: Three-story elevator.

Lease Terms: 12 Months.
Comments: Unit sizes listed above based on Manager’s estimate.
Finishes / Ren: Units renovated with quartz counter tops, vinyl plank and carpet flooring, white on white appliances, base molding, custom cabinets, hardware and fixtures.
Subj.

70

Eff/Studio

298

See comments
--

1+1

412

*None of the comparable rentals are offering rental concessions. We have utilized the effective rental rate for purposes of analysis.
**Unit amenities: DW - Dishwasher, GD - Garbage Disposal, MC - Microwave, ST-Stove/oven, RF-Refrigerator, W/D - Washer and Dryer, A/C Air Conditioning, Wall - Wall unit air conditioning and/or heating units, B/P - Balcony/patio, FP - Fireplace, CF - Ceiling fan.

The previous comparables are all non-income restricted apartment complexes. It is important to
identify the fact that this analysis will establish the hypothetical market rental rates for the subject
property and the fact that the projected restricted rental rates are at or below market. Due to the lack
of newly constructed projects in the immediate area, we used newer projects which were located
further from the subject, and renovated projects which were located closer to the subject.
Conclusion of Hypothetical Market Rent
In an effort to compare the rental items to the subject property, the appraiser has attempted, where
possible, to pair the rental items in an effort to support or justify an adjustment. Unfortunately, the
appraiser must rely on judgement in the application of certain adjustments because of the limited
data set and inconsistencies from which pairings may be abstracted.
Market Conditions/Time: Each of the leasing agents indicated that the disclosed information was
based on recently negotiated rental agreements. As a consequence no adjustment for time or market
conditions will be applied.
Concessions: The rental rates confirmed are effective rates and reflect rental concessions offered
by the landlord(s) if warranted. Based on our discussions with the subject developer, they do not
anticipate on offering concessions during lease up and/or during renewal due to the demand for
affordable housing. For purposes of our analysis, we concluded to effective rental rates which
account for any concessions which may or may not be prevalent in the market.
Location: The subject property contains average locational characteristics within the City of
Anaheim. The comparables are all located within a few miles of the subject property, all within a
typical market oriented radius of a tenant looking for a similar type of product. We applied
adjustments to the comparables as warranted to reflect their differences in location as compared to
the subject property site. These adjustments are based on our knowledge in the market as well as
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RENTAL COMPARABLE PHOTOGRAPHS

RENTAL No. 1: 7000 La Palma Avenue

RENTAL No. 2: 2235 West Broadway

RENTAL No. 3: 120 South Grand Avenue

RENTAL No. 4: 2880 West Ball Road

RENTAL No. 5: 3360 West Lincoln Avenue

RENTAL No. 6: 1020 North Magnolia Avenue

INCOME CAPITALIZATION APPROACH (CONTINUED)
rental rate averages for each of the communities surveyed and a per square foot rental rate
comparison.
Quality of Construction: All of the projects surveyed are felt to be of a similar quality of
construction and design when compared to the subject improvements. No quality of construction
adjustments are warranted.
Furnishings: The subject units will be rented furnished and will include a bed, mattress, night stand,
table and chair. Based on the relatively negligible amount of furnishings, we applied a negligible
upward adjustment for the fact that the subject’s units will contain some furnishings. This was
consistent with our discussions in the market.
Condition/Age: The subject is proposed construction and is anticipated to be finished by May 2021
and will be new upon completion. The comparables were constructed between 1969 and 1989 (some
renovated). We chose these comparables based on their similarities in their age and locational
characteristics. Based on our discussions with the on-site managers at each of the rental
comparables and tempered with the appraisers’ own conclusions, we have applied adjustments to
the comparables to reflect their inferior/superior condition at the time of the rental survey. These
adjustments reflect the fact that the subject’s proposed improvements will be newer than the
comparables used in our analysis.
Kitchen Appliances: Each unit will contain a small kitchenette with a food preparation area,
refrigerator, small sink, two-burner stove, and microwave. We applied an upward $15 per month
adjustment to the rental rates of the comparables which did not offer refrigerators free of charge.
This adjustment was consistent with our discussions in the market.
Washers/Dryers: The subject’s units will be provided with a common area laundry facility. For
purposes of our analysis, we applied a downward $50 per month adjustment to the rental rates of the
Data No. 6 which offered washer/dryers free of charge. This was consistent with our discussions
in the market which reflected a premium of $25 to $75 per unit per month.
Utility Charges: The project will be master metered for all utilities and therefore, the developer will
be responsible for paying all utilities for the tenants and the common areas. We applied adjustments
to the comparables to reflect any substantial differences in the form of utility payment structure.
Adjustments are based on typical unit usage based on the schedule provided by the Housing
Authority of the City of Anaheim.
Project Amenities: Please refer to the previous comments regarding the subject’s amenity package.
The subject’s amenities differ from a conventional project based on the fact that there are more
social services rather than project amenities such as pools, fitness rooms, etc. Based on our review
of the market information and discussions with local on-site managers, we have considered
adjustments to those comparables where warranted.
Parking: The subject property will offer limited on-site parking for tenants which will be well below
conventional market standards (based on the projected tenant base). Generally there is less reliance
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on the amount of parking for the subject due to the fact that there are a reduced number of tenants
which drive (i.e., less than one space needed per unit). We did not apply an adjustment for parking.
Project Size: The subject property will contain 70 units subsequent to completion of
construction/renovation. The comparables range in size from 100 to 768 units. No adjustment was
warranted for project size as any differences in project size is considered to be made up for in the
amenities adjustment.
Bedroom/Size/Bathroom Differences: The subject project will be an income restricted complex
comprised of 69 - efficiency/studio units and a manager’s one bedroom unit. The rent comparables
presented studio, one, two and three bedroom unit types.
Based on our discussions and research in the market a ±150 square foot difference was attributable
to a five percent difference in rental rates. This is supported by the differences in several of the unit
types at the comparables used in our analysis. It is important to note that for larger sized units (i.e.,
larger two bedroom unit types) the size impact becomes less inherent in the rental rates indicating
a larger spread in square footage for a five percent different in rates.
For purposes of our analysis, we have also considered a separate adjustment for the difference in the
number of bathrooms of $25 per month for a ½ bathroom and $50 per month for a full bathroom.
The following table displays the adjustments applied for the subject’s efficiency/studio units
containing an average of 298 square feet.
EFFICIENCY/STUDIO UNITS - 298 SF
Project No.
Unit Type (Bed / Bath)

1

2

3

4

5

6

Studio

Studio

Studio

Studio

Studio

Studio

Unit Size (SF)

530

397

440

634

450

440

Monthly Rate

$1,725

$1,492

$1,465

$1,620

$1,380

$1,475

Rate / SF

$3.25

$3.76

$3.33

$2.56

$3.07

$3.35

Location

0.0%

0.0%

0.0%

0.0%

0.0%

0.0%

Project Quality / Amenity

-5.0%

-5.0%

-2.5%

-2.5%

-2.5%

-2.5%

Condition / Appeal

0.0%

-2.5%

0.0%

0.0%

0.0%

0.0%

Configuration (Reflects No Full Kitchen)

-5.0%

-5.0%

-5.0%

-5.0%

-5.0%

-5.0%

Size

-7.7%

-3.3%

-4.7%

-11.2%

-5.1%

-4.7%

Overall Net % Adjustment

-17.7%

-15.8%

-12.2%

-18.7%

-12.6%

-12.2%

Parking

$0

$0

$0

$0

$0

$0

Kitchen Appliances (Refrig)

$0

$0

$15

$15

$15

$0

Furnishings

$50

$50

$50

$50

$50

$50

Washer / Dryer

$0

$0

$0

$0

($50)

$0

Utilities

$89

$89

$72

$42

$24

$42

Bathroom Difference

$0

$0

$0

$0

$0

$0

$139

$139

$137

$107

$39

$92

$1,423

$1,424

$1,246

Overall Net $ Adjustment
Adjusted Rent

$1,558

$1,395

Adjusted Min / Max / Avg.

$1,246

$1,558

Average

$1,405

$1,387

Adjusted SF Min / Max / Avg.

$4.18

$5.23

Average

$4.72
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As indicated by the previous chart, the adjusted range of the comparables is from $1,246 to $1,558
per month with an average of $1,405 per month. For purposes of our analysis, we concluded to a
hypothetical market rental rate of $1,400 per month for the subject’s efficiency/studio units which
assumes no income restrictions. As indicated by the previously indicated restricted rental rates (at
$280 per month), the hypothetical market rental rate is substantially higher and therefore we have
utilized the restricted rental rates in the Restricted PMVSO (i.e., With Restricted Rental Rates)
analysis to follow.
The subject will also contain a one bedroom manager’s unit with 412 square feet. For purposes of
our analysis, we utilized a hypothetical market rent of $1,650 per month for this unit.
Potential Gross Rental Income (Hypothetical and As Restricted)
Based upon the concluded hypothetical market rent assumptions set forth for the subject property,
potential gross rental income, based on market rent applied to all units at the property, can be
derived as noted in the following chart.
POTENTIAL GROSS INCOME Unit Type
Studio
1 + 1 Mgr
Totals

No. of
Each

HYPOTHETICAL W/ NO RESTRICTIONS
Est. Market Rent

SqFt

Total
Monthly Rent

Total Annual
Rent

Total Annual
Rent (Trended)*

69

298

$1,400

$96,600

$1,159,200

$1,168,821

1

412

$1,650

$1,650

$19,800

$19,964

$98,250

$1,179,000

$1,188,786

70

--

* Trended at 1.0083

As indicated by the previous chart, the hypothetical potential gross rental income (assuming 100%
market rental rates) equates to $1,179,000 per annum.
The rental rates shown in the following table displays the subject’s pro forma rental rates and were
provided by the developer. These rental rates were verified with the City of Anaheim as well as the
intended user(s) of this appraisal report. It is an extraordinary assumption of this appraisal report
that these rental rates are accurate and will be in place subsequent to completion and stabilization.
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POTENTIAL GROSS INCOME Bedrooms

BA

No.
Units

Type

AMI
%

- WITH RESTRICTIONS
Square
Feet

Tenant
Rent

Subsidy
Rent

Mo. Net
Rent

Total Mo.
Rent

Annual
Income

Trended
Income

Eff/Studio

1

49

PBV

30.0%

298

$283.00

$919

$1,202

$58,898

$706,776

$712,642

Eff/Studio

1

20

VASH

30.0%

298

$283.00

$844

$1,127

$22,540

$270,480

$272,725

1 Bedroom

1

1

Staff Unit - MGR

450

-

-

-

-

-

$0

Subsidy Rent (Per Proforma)

$81,438

$977,256

$985,367

Tenant Rents (Per Proforma)

$19,527

$234,324

$236,269

$100,965

$1,211,580

$1,221,636

Totals

70

21,012

* Trended at 1.0083

The previous chart summarizes the potential gross income as restricted which is similar to the
developer’s potential gross restricted income. As indicated, the restricted rental rates are
substantially below the appraisers’ concluded hypothetical market rental rates.
LIHTC Rent Comps
For purposes of providing support of the subject’s LIHTC rental rates, we surveyed several income
restricted apartment projects that were in close proximity to the subject property.
SUMMARY OF COMPARABLE LIHTC RENTALS

No.
1

Location
County / Year Built
Proximity to Subject / Contact
APN
Walden Glen Apartments
6664 Knott Avenue
Buena Park, CA 90621
Orange County / 1960 (Ren ‘00)
2.2 Miles / (714) 523-8210
276-241-49 through 276-241-51

# of
Units
186

Config / Size
Studio

310

AMI

Effective
Rental Rate*

Rent/
SqFt

Utility
Allowance
N/A

45%

$884

$2.85

60%

$999

$3.22

$1,007

$2.08

1+1

484

45%
60%

$1,274

$2.63

2+1

616

45%

$1,250

$2.03

50%

$1,250

$2.03

60%

$1,523

$2.47

45%

$1,250

$1.62

50%

$1,250

$1.62

60%

$1,523

$1.98

770

950

Rental Concessions: None.

45%

$1,250

$1.32

50%

$1,250

$1.32

60%

$1,523

$1.60

N/A

N/A

Occupancy
Amenities
Unit Appliances**
Utilities Included
Parking
100% Wait List
Controlled access, laundry, pool, tot lot
Unit: RF, DW, GD, gas ST, central
HVAC, CF
UT - Water, sewer, trash
One assigned covered space for studio and
one bedroom units. Two assigned covered
spaces for two bedroom units.

Description: Two-story garden.

Lease Terms: 12 Months.
Comments: Unit sizes listed above based on Manager’s estimate.
Finishes / Ren: Formica counter tops counter tops, laminate plank flooring, white appliances, base molding.
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2

Briar Crest Apartments
11681 Stuart Drive
Garden Grove, CA 92843
Orange County / 1962 (Ren ‘16)
6.0 Miles / (714) 590-2010
100-562-23

41

Studio

400

50%

$910

$2.28

$47

1+1

550

50%

$971

$1.77

$54

60%

$1,176

$2.14

2+1

750

50%

$1,058

$1.41

60%

$1,404

$1.87

60%

$1,613

$1.70

$92

N/A

3+2

950

Rental Concessions: None.

$72

100% Wait List (two years)
Controlled access, laundry, pool, tot lot,
BBQ, picnic
Unit: RF, GD, DW, MC, gas ST, central
HVAC, CF
UT - Water, sewer, trash
Studio and one bedroom get one open
space. Two and three bedrooms receive
two spaces.

Description: Two-story garden.

Lease Terms: 12 Months.
Comments: Unit sizes listed above based on Manager’s estimate.
Finishes / Ren: Units renovated with stone counter tops, laminate flooring, black appliances, base molding.
3

City Gardens Apartments
2901 North Bristol Street
Santa Ana, CA 92706
Orange County / 1969 (Ren ‘96)
7.3 Miles / (714) 547-6343
002-231-35

274

Studio

1+1

2+1

Rental Concessions: None.

528

693

910

40%

$816

$1.55

60%

$1,233

$2.34

40%

$932

$1.34

60%

$1,317

$1.90

40%

$1,042

$1.15

60%

$1,576

$1.73

N/A

N/A

100% Wait List
Controlled access, laundry, pool, fitness
center, clubhouse, sauna, tot lot
Unit: RF, DW, GD, gas ST, central
HVAC, CF, B/P
UT - Water, sewer, trash
One garage parking space per unit studio
and one bedroom. One garage and one
open parking space per two bedrooms.

Description: Two-story garden.

Lease Terms: 12 Months.
Comments: Unit sizes listed above based on Manager’s estimate.
Finishes / Ren: Stone counter tops, tile and carpet flooring, white appliances, base molding, vertical blinds.

*None of the comparable rentals are offering rental concessions. We have utilized the effective rental rate for purposes of analysis.
**Unit amenities: DW - Dishwasher, GD - Garbage Disposal, MC - Microwave, ST-Stove/oven, RF-Refrigerator, W/D - Washer and Dryer, A/C Air Conditioning, Wall - Wall unit air conditioning and/or heating units, B/P - Balcony/patio, FP - Fireplace, CF - Ceiling fan.

As indicated by the previous chart, the appraisers provided four - LIHTC rental comparables. These
projects offer restricted rental rates to tenants that qualify based on 40% to 60% of the AMI. All
LIHTC projects reported the maximum allowable rent level being charged, with wait lists of up to
two years (and substantially more at other complexes).
Additional Income Sources
Sources of other income include such items as lease processing fee, late fees, returned check fees,
transfer fees, lease cancellation fees and laundry income.
The following chart was derived from The Institute of Real Estate Management - 2019 (IREM) and
reflect historical rent and ancillary income figures for Garden Type Buildings in the Orange County
Metro market (as of 2019 and reflecting 2018 data, based on 75 buildings and 11,286 apartments).
The IREM data is summarized in the following chart:
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Conventional Apartments by Metro - ORANGE COUNTY, CA - GARDEN TYPE BUILDINGS - MEDIAN $/Unit
Line Item
2018
2017
2016
2015
2014
RENTS-APARTMENTS
$19,932
$22,742
$18,108
$17,054
$16,410
RENTS-GARAGE/PARKING
$112
$83
$98
$99
$71
RENTS-STORES/OFFICES
None
None
None
None
None
GROSS POSSIBLE RENTS
$19,971
$22,829
$18,204
$17,117
$16,410
CONCESSIONS
$39
$47
$32
$34
$36
VACANCIES/RENT LOSS
$755
$985
$792
$725
$700
TOTAL RENTS COLLECTED
$19,079
$20,744
$17,297
$16,405
$15,661
OTHER INCOME
$1,069
$1,234
$1,260
$1,055
$1,092
GROSS POSSIBLE INCOME
$21,211
$23,916
$19,566
$18,153
$17,468
TOTAL COLLECTIONS
$19,948
$22,082
$18,659
$17,298
$16,755

We have not included security deposit forfeitures in the following analysis due to the inconsistencies
in the annual changes for this income category (in addition to the fact that collection of security
deposit forfeitures would inherently increase the repairs and maintenance expense).
The developer indicated that ancillary income would be collected in the amount of $7,560 per
annum ($9.00 per unit per month) from laundry income. For purposes of our analysis, we utilized
a figure similar to the developer, however, the appraiser’s concluded figure accounts for laundry,
late fees, NSF fees, application fees, etc. We used a figure similar to the developer based on the
developer’s experience with this type of segment of the population.
Potential Total Gross Income
Adding the projected other income and the subject’s estimated rental income results in a potential
gross income figure.
Commercial Retail Income
None.
Vacancy and Collection Loss
For the purpose of estimating the vacancy and collection loss factor applicable to the subject
property we have analyzed the vacancy rates indicated by the presented comparables, as well as
analyzing overall demand for multi-family residential property in the competitive area.
The rental comparable projects surveyed indicated overall occupancy levels from 92% to 100%.
Based on information contained in the Market Conditions section of the appraisal report, the
submarket’s historical annual (2014-2019) vacancy rate was from 2.6% to 3.4% and was forecast
annually (2020-2024) to range from 3.5% to 3.8%.
Hypothetical Market Vacancy: For purposes of our hypothetical market analysis, we feel that the
stabilized vacancy and collection loss level should be approximately 3.0% to 4.0% which represents
vacancy loss for the 38 rentable units. In light of the recent COVID19 pandemic, we forecast that
bad debt will likely increase over the next 12 months, however, is expected to level out by the time
the subject comes on line. Therefore, we anticipated an additional 1.0% to 2.0% in collection loss.
A 5.0% vacancy and collection loss allowance is consistent with the market information and is
considered a reasonable amount to achieve on a consistent stabilized basis. This 5.0% vacancy and
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collection loss factor is considered to be the market oriented vacancy rate for the immediate multifamily market.
PSH Vacancy: There are a limited number of Permanent Supportive Housing (PSH) Units in the
immediate area. Based on our surveys in the surrounding areas and our discussions with developers,
vacancy in projects serving the homeless population is very low. In terms of supply of PSH in the
area, most rental projects with PSH units reported 90% to 100% occupancy, low turnover and
waiting lists. However, the PSH units incur longer frictional vacancy due to the extensive
qualification process. The high demand reported for special needs units is consistent with our
previous appraisals as there is aa sever shortage of subsidized housing for this population group.
IN this case, developers, equity investors and the Supportive Housing Programs have included
stabilized vacancy rates ranging from 5% to 10% in their proforma when analyzing properties for
various reasons. Accordingly, this is considered representative of how investors are underwriting
special needs projects. Considering the investor underwritten expectations tempered by the
projected demand and longer tenant qualification process, a projected long term stabilized vacancy
rate of 7.0% of potential gross income is considered a reasonable reflection of market participant
actions for special needs units. This is also similar to the subject developer’s projection of 7.0%
of both tenant and subsidy rental rates (a.k.a. in line with the market).
LIHTC Vacancy: All LIHTC projects reported the maximum allowable rent level being charged,
with wait lists of up to two years. Our survey shows that ample demand exists for affordable
housing in the local market, with high demand and waiting lists for most projects. The units in
affordable projects fall far enough below market and are maintained well enough to have a
competitive advantage over market rate projects. The pent-up demand for affordable units is
supported by the lack of vacancy and waiting lists maintained by LIHTC projects in the area.
Therefore, for purposes of our analysis, we used a 3% vacancy factor when considering the project
as an LIHTC project (no PBV).
Effective Gross Income
Effective gross income is the result of total gross income from all sources, less the vacancy and
collection allowance.
Operating Expenses
We were provided with a summarized expense budget from the developer. For purposes of our
analysis, we reproduced the developer’s projected expenses and our concluded expenses in the
following chart:
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APPRAISER CONCLUSIONS
Pro Forma

Appraiser

No. Units

70

Year Built

Proposed

Avg Unit Size SF

300

$/Unit Figures and/or Total Expenses and Conclusions
Real Estate Taxes

$0

--

1.1267% x Value via Due to the fact that the subject will be owned by a non profit, it will be exempt
Hypothetical Direct from general real estate taxes, but will NOT be exempt from direct assessments.
Cap + D.A. of $10,672.

Direct Assessments

$10,672

Insurance

$23,203

$331

Utilities
(Gas/Electricity/Water-Sewer)

$98,003

$1,400

$98,000 $1,400 See previous comments related to landlord and tenant responsibilities. We used a
figure that is similar to the developer’s figure in our analysis.

R & M / Apartment Unit Turns
& Other Expenses

$107,959

$1,542

$70,000 $1,000

We concluded to a figure of approximately $1,000 per unit per annum based on
the age (i.e., proposed), location and the unit mix. The repairs and maintenance
expense includes work related to paint, flooring, windows, fixtures, plumbing and
electrical, kitchen and bathroom cabinets and appliances, etc. This figure also
accounts for apartment unit turns which, for an income restricted project, generally
include paint, carpet other flooring and appliances as needed. Our figure is in line
with the market and the expense comparables to follow.

Included in
R&M

$0

$10,500

$150

See publications for reasonable ranges. We used a figure in line with the market.

$0

$12,000

$171

See publications for reasonable ranges. We used a figure of $1,000 per month
which is in line with the market.

$35,050

$501

$35,050 Restricted

Pest Control
Landscape Maintenance
Security

$25,000

$12,000 Market

$357 We used a figure that is similar to the developer’s figure in our analysis.

$501 This category includes all on-site management payroll and benefits charges for the
management and other payroll. The developer indicated that if the project was
conventional, they wouldn’t need as high of a security expense. For purposes of
$171 the hypothetical market scenario, we used a lower security expense of $1,000 per
month which accounts for security for a conventional apartment complex.

On-Site Payroll / Free Rent /
Benefits, etc.

$119,344

$1,705

$119,000 - $1,700 This category includes all on-site management payroll and benefits charges for the
Restricted
management and other payroll. Developer’s figure does not consider free rent for
the manager’s unit (similar to the appraiser). For purposes of our analysis, we used
a figure similar to the developer’s for the restricted scenario (also reflects the fact
$70,000 - $1,000 that a 1BD unit is manager occupied with no income). For purposes of the
hypothetical market scenario, we used a lower payroll expense of $1,000 per unit
Market
per annum which accounts for salaries, full or partial free rent and any other related
benefits.

Tenant Services

$241,500

$3,450

$241,500 Restricted
$0-Market

CALHFA Loan Servicing Fee /
City Monitoring Fee /
Bond Issuer Fee

$26,200

$374

On-Site Admin / Legal /
Accounting

$48,119

$687

$26,200 Restricted

Advertising / Marketing

$50,400

$720

$1,573

$22

$35,000

$500

$374
$0

$45,500 Restricted

$650

We used a figure that is similar to the developer's figure in our analysis, however,
for the market scenario, this expense has been eliminated.

See publications for reasonable ranges. This category includes all costs associated
with the legal, accounting and other related charges. Developer’s figure assumed
to include office supplies, legal expenses, professional fees, auditing fees,
telephone and answering service, internet access, staff development, postage, bank
$200 charges, travel/mileage, computer expenses, software expense, training, other tax
and license expenses. For the hypothetical market scenario, we used a lower figure
of $200 per unit per annum which is more in line with market.

4.0% EGI - Restricted See comments regarding the per unit per month management fee projection. We
3.0% EGI - used a figure of 4.0% of EGI based on the affordable component (i.e., annual
Hypothetical Market compliance reviews, etc) and the fact that off site management is more intense for
these types of projects. For the hypothetical market scenario, we used a lower
management fee of 3.0%.
$350 - Rest
$3,500 - Mkt

Reserves

We used a figure that is similar to the developer's figure in the restricted analysis,
however, for the market scenario, this expense has been eliminated. This accounts
for all social services programs and other tenant services which will be provided
$0 to the subject’s tenants.

$0-Market

$14,000 Market
Off-Site Management

$3,450

$35,000 - Rest
$17,500 - Mkt

$5 See publications for reasonable ranges. We used an $5 per unit per annum
marketing fee for the restricted scenario and $50 per unit per annum for the
$50 hypothetical market scenario.
$500 Restricted scenario - based on $500 per unit per annum which appears reasonable
given the unit mix. For the market rate scenario, we used $250 per unit per annum.
$250
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Expense Comparables - Income Restricted
The expense comparables identified in the following chart are all LIHTC projects. The first set of
expense comps includes income figures whereas the second set of comps only provides the actual
expenses (no income figures).
EXPENSE COMPARABLES
Rockwood
Anaheim
70 Units

2016

Diamond Aisle
Anaheim
25 Units

2009

Jackson Aisle
Anaheim
30 Units

2003

Per Unit

Per Unit

Per Unit

Average/Unit/Year

Payroll - Maintenance

$625

$1,106

$755

$829

Payroll - Janitor

$167

$13

-

$90

Janitorial Supplies

$82

$79

$26

$62

Janitorial Contract

$149

$66

$377

$197
$107

OPERATING & MAINTENANCE EXPENSE

Pest - Supp & Contracts

$98

-

$116

Pest - Bed Bugs

$119

-

$8

$64

Garbage Removal

$7

$306

$142

$152

Fire Alarm Contract

$77

-

$117

$97

-

$124

$498

$311

Security PR / Contract
Security Supplies

-

$6

$34

$20

Fire Protection Expenses

$186

$53

$15

$85

Tree Maintenance

$71

$58

$1

$43

Landscape Supplies

$36

$35

$2

$24

Landscape Contracts

$206

$238

$189

$211

Repairs Materials/Supp

$46

$26

$43

$38

Repairs Contract

$354

$39

$8

$134

Plumbing Maintenance

$182

$140

$81

$134

Electrical Maintenance

$81

$43

$228

$117

Elevator Maintenance

$57

$204

$28

$96

Heating/Cooling Repairs

$44

$26

$520

$197

Temp OP & Maint. Services

$16

-

$51

$34

-

$13

$9

$11

Appliance Repairs

$19

$3

$1

$8

Window and Glass Repairs

$1

-

$3

$2

Light Bulbs

$28

-

-

$28

-

-

-

$0

Deco/Painting Contract

$114

$657

$111

$294

Deco/Painting Supplies

$77

$40

$19

$45

Backflow

$8

$22

-

$15

Mold

$11

-

-

$11

Uniforms/Laundry

$2

-

-

$2

$2,863

$3,297

$3,382

$3,181

Furniture & Fixtures

Carpet Repairs

TOTAL OPERATING AND MAINTENANCE
UTILITIES
Electricity

$379

$430

$776

$528

Water

$124

$391

$220

$245

Gas

$149

$106

$115

$123

Sewer

$16

$86

-

$51

TOTAL UTILITIES

$668

$1,013

$1,111

$931

RESERVE EXPENDITURES
Exterior Painting

-

-

-

$0

$72

$66

$64

$67

Interior Replacements

$100

$120

$210

$143

Furniture Replacement

$330

-

-

$330

Plumbing Replacements

$345

Appliance Replacements

$645

-

$44

HVAC Replacements

-

-

-

$0

Exterior Replacements

$69

-

-

$69
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Relocation Expense
TOTAL RESERVE EXPENDITURES

$26

-

-

$26

$1,242

$186

$318

$582

ADMINISTRATIVE EXPENSES
On-Site Administrative PR

$48

$11

-

$30

Office Expenses

$38

$21

$32

$30

Postage & Copies

$8

$28

$8

$15

Copier Lease

$43

-

$19

$31

Payroll Processing Fee

$30

$36

$747

$271

Management Fees

$569

$552

$234

$452

Outside Consultant

$5

-

$1,110

$558

Payroll - Manager

$730

$1,004

$1,110

$948

Administrator's Unit

$244

$660

$360

$421

Legal/Mediation Expenses

$141

$55

-

$98

CPA/Audit Services

$149

$561

$170

$293

Tel. & Answering Service

$135

$329

-

$232

$9

$7

$309

$108

-

$45

$29

$37

$42

$91

$86

$73

Telephone: Cell, Pagers
Cable TV
Internet Services
Meetings/Social Events

$1

-

$1

$1

Collection Loss

$135

$5

$69

$70

Dues & Subscriptions

$18

$4

$29

$17

Mileage/Travel

$3

$29

$8

$13

Misc. Admin. Expenses

$37

$19

$4

$20

Seminars / Training

$17

$175

$2

$65

Computer Charges

$82

-

$439

$261

Computer Equipment
TOTAL ADMINISTRATIVE

$16

-

-

$16

$2,500

$3,632

$4,766

$3,633
$15

MARKETING
-

$11

$19

Marketing-Credit Reports

Advertising

$4

$12

$11

$9

TOTAL MARKETING

$4

$23

$30

$19

TAXES AND INSURANCE
Real Estate Taxes

$238

$246

$303

$262

Payroll Taxes

$134

$206

$138

$159

Property Insurance

$267

$241

$300

$260

Fidelity Bond

$2

$2

-

$2

Workers Comp.

$73

$104

$96

$91

Health Ins. / EE Benefits

$335

$138

$329

$267

Umbrella (Excess) Ins

($12)

-

$13

$1

Misc.Licenses/Permits

$16

$19

$61

$32

TOTAL TAXES AND INSURANCE

$1,027

$1,015

$1,200

$1,081

TOTAL EXPENSES

$8,304

$9,166

$10,807

$9,426

The following chart reflects the IREM operating expense guideline, based historical (2014-2018)
information as derived from IREM 2019 for Garden Type Buildings in the Orange County Metro
market (as of 2019 and reflecting 2018 data, based on 75 buildings and 11,286 apartments). The
IREM data is summarized in the following chart:
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INCOME CAPITALIZATION APPROACH (CONTINUED)
Conventional Apartments by Metro - ORANGE COUNTY, CA - GARDEN TYPE BUILDINGS - MEDIAN $/Unit
Line Item
2018
2017
2016
2015
MANAGEMENT FEE
$858
$702
$1,089
$1,033
OTHER ADMINISTRATIVE.**
$906
$656
$822
$365
SUBTOTAL ADMINIST.
$1,970
$1,236
$2,064
$1,507
SUPPLIES
$71
$43
$39
$3
HEATING FUEL-CA ONLY*
$41
$30
$19
$17
CA & APTS.*
$51
None
$38
$48
ELECTRICITY--CA ONLY*
$168
$175
$178
$187
CA & APTS.*
$172
None
$190
$204
WATER/SEWER--CA ONLY*
$288
$309
$225
$207
CA & APTS.*
$404
$422
$333
$324
GAS----------CA ONLY*
$160
$194
$122
$126
CA & APTS.*
$270
None
$276
$269
BUILDING SERVICES
$142
$229
$165
$176
OTHER OPERATING
None
$361
$415
$288
SUBTOTAL OPERATING
$991
$1,335
$854
$796
SECURITY**
$156
$56
$53
$190
GROUNDS MAINTENANCE**
$844
$213
$990
$694
MAINTENANCE-REPAIRS
$668
$695
$1,058
$1,058
PAINTING/DECORATING**
$597
$236
$205
$214
SUBTOTAL MAINTENANCE
$2,299
$1,067
$2,502
$2,338
REAL ESTATE TAXES
$1,082
$1,758
$1,066
$673
OTHER TAX/FEE/PERMIT
$30
$22
$33
$30
INSURANCE
$279
$258
$268
$278
SUBTOTAL TAX-INSURANCE
$1,382
$1,977
$1,328
$993
RECREATNL/AMENITIES**
$71
$32
$266
$46
OTHER PAYROLL
$1,119
$875
$1,033
$990
TOTAL ALL EXPENSES
$8,098
$6,548
$8,230
$6,778
NET OPERATING INCOME
$11,695
$15,383
$9,681
$10,200
PAYROLL RECAP**
$1,720
$1,679
$1,792
$1,712

2014
$962
$791
$1,859
$51
$29
None
$170
$315
$317
$495
$116
$306
$165
$288
$881
$50
$365
$1,230
$171
$1,852
$759
$30
$287
$1,041
$26
$445
$6,259
$10,650
$1,137

Total Expense Estimate
The estimate of total expenses, which includes replacement reserves, fixed expenses and operating
expenses, is estimated at $774,124 (via the restricted Direct Cap in today’s dollars) for the subject
property. The total expenses equate to $11,059 per unit or 63.5% of the potential gross income.
Net Operating Income
Net operating income is derived by subtracting the total operating expenses from the total estimated
effective gross income.
Capitalization Rates
In order to derive an appropriate terminal capitalization rate we have analyzed recent sales of
comparable multi-family residential properties in relation to investor expectations.
As noted, the improved sales show a range of actual overall rates from 3.57% to 5.05% and a range
in proforma overall rates from 4.84% to 6.77%. For purposes of our analysis, we also presented
a summary of secondary LIHTC sales which are presented later in the report and generally have
overall rates which parallel the range of the conventional sales (roughly four to six percent).
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INCOME CAPITALIZATION APPROACH (CONTINUED)
OAR / GIM SUMMARY
Sale No.:

Actual
OAR

Proforma
OAR

Sale
Price

Indicated
Actual GIM

Actual
Income

Proforma
GIM

Proforma
Income

%
Increase

1

5.05%

6.77%

$3,525,000

14.12

$249,600

11.28

$312,600

25%

2

3.36%

4.84%

$8,025,000

16.39

$489,500

13.08

$613,320

25%

3

4.46%

5.15%

$5,350,000

14.19

$377,100

12.89

$415,200

10%

4

3.57%

5.31%

$3,630,000

17.97

$201,984

13.55

$267,840

33%
15%

5

4.40%

5.41%

$10,900,000

13.57

$803,260

11.85

$919,900

6

4.68%

5.16%

$12,260,000

13.09

$936,900

12.26

$1,000,200

7%

7

4.26%

6.07%

$4,950,000

13.03

$379,800

10.38

$477,000

26%

Average

4.25%

5.53%

14.62

12.18

Most brokers indicated that if the subject property would most likely command an OAR in the low
five percent range. It is important to note that the appraisers are forecasting the income of the
subject property based on affordable / below market rental rates. Specific factors which drive
overall capitalization rates include locational characteristics, average unit sizes, operating expense
ratios, unit mixes and overall condition of the property. The subject property has an average unit
size of 300 square feet and has a unit mix comprised almost entirely of studio units (one - manager’s
unit) in a market which has pent up demand for affordable housing. Based on the sales presented,
we felt that based on current market conditions, the fact that the subject property will operate as an
income restricted multifamily project in a market with pent up demand for affordable housing, an
appropriate overall capitalization rate would be in the low five percent range.
It is also important to note that the property is a proposed renovation/conversion project which is
100% vacant, and there is inherent risk associated with proposed/’to be renovated’ projects versus
existing projects.
This overall rate also incorporates the following factors:
<
<

potential maturation of the apartment investment market - the market has shown consistent and positive growth for
an extended period of time which may point to the fact that the market may be due for a minor correction.
published concerns that a national recession could result from the COVID19 Pandemic

In addition to considering the comparable sales found in the marketplace, we have reviewed the 4th
Quarter 2019 PwC Real Estate Investor Survey. Following is a summary of the results of the survey:
PWC REAL ESTATE INVESTOR SURVEY

Survey

Cap-Rate
(Current Quarter)
Range
Avg.

Discount Rates
(Current Quarter)
Range
Avg.

Expense Change
(Current Quarter)
Range
Avg.

PwC Real Estate Investor Survey - All Apartments National

3.50%-7.0%

5.15%

5.50%-10.0%

7.10%

0.0%-3.0%

2.60%

PwC Real Estate Investor Survey - Pacific Region Market

3.65%-6.0%

4.46%

5.50%-10.0%

6.60%

0.0%-3.0%

2.23%

Survey

(Last Quarter)
Range
Avg.

(Last Quarter)
Range
Avg.

(Last Quarter)
Range
Avg.

PwC Real Estate Investor Survey - All Apartments National

3.75%-7.0%

5.10%

5.50%-10.0%

7.09%

0.0%-3.0%

2.59%

PwC Real Estate Investor Survey - Pacific Region Market

3.65%-6.0%

4.54%

5.50%-10.0%

6.60%

0.0%-3.0%

2.23%

As seen in the previous chart, the average cap rates for all multi-family property types in the PwC
Real Estate Investor Survey is from 3.65% to 6.0% with an average of 4.46% for the Pacific Region
market which is similar to the previous quarter. The range in discount rates for the Pacific Region
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Market is from 5.50% to 10.0% with an average of 6.60% which is also relatively similar to the
previous quarter. Overall, the published data is felt to provide an adequate range of rates. However,
the surveys fail to specify exact areas of investment, which is felt to be better supported by the actual
comparables presented earlier.
After a physical inspection of the subject property and the market data, an overall capitalization rate
of 5.0% is considered appropriate for the following reasons:
C
C
C
C
C
C

This rate is well justified as it is bracketed within the range of capitalization rates for similar properties.
The persons interviewed in the verification process generally stated, that while there are fluctuations in the market
data, this capitalization rate is considered a rate typical to the market, and supported by the market.
The subject property will be (upon completion) a good quality apartment complex.
The subject property has good access and proximity to employment centers and retail facilities.
The subject property is located within an area of excellent demand for the proposed type of affordable housing
facility proposed for the site, as evidenced by the occupancy levels of the rental comparables and our discussions
in the market.
The subject property represents a proposed/renovation development.

Direct Capitalization
‘PMVSO - With Rent Restrictions / No Trending / No Subsidies’
PMVSO: This value scenario was provided in order to model the value assuming the PBV program
was eliminated. For this particular scenario, we have not incorporated trending nor have we
considered any PBV ‘aka subsidies’ were available. In this case, we relied on the maximum
allowable rental rates at 60% AMI (as established by the restrictions via the County/CalFA
Regulatory Agreements), or $1,246 per month.

92

INCOME CAPITALIZATION APPROACH (CONTINUED)
SUMMARY OF PMVSO DIRECT CAPITALIZATION
OF NOVEMBER 1, 2021
Gross Restricted Rental Income

$1,031,688

Plus: Other Apartment Income

Restricted via 60% AMI (No Trending)

$7,560

TOTAL GROSS POTENTIAL INCOME
Less: Vacancy and Collection Loss

$1,039,248
3.0% of PGI

($31,177)

EFFECTIVE GROSS INCOME
Expense Category
Real Estate Taxes

$1,008,071
Total

Per Unit
$0

$0

Direct Assessments

$10,672

$152

Property Insurance

$25,000

$357

Utilities

$98,000

$1,400

R & M / Apartment Unit Turns

$70,000

$1,000

Pest Control

$10,500

$150

Landscape Maintenance

$12,000

$171

Security

$35,050

$501

On site salaries / free rent / payroll

$119,000

$1,700

Tenant Services

$241,500

$3,450

CALHFA / City / Bond Fees

$26,200

$374

Office Admin. Expense

$45,500

$650

Management Fees

$40,323

$576

$350

$5

$35,000

$500

TOTAL EXPENSES

$769,095

$10,987

NET OPERATING INCOME

$238,976

$3,414

Advertising/Promotion
Reserves

CAPITALIZATION RATE

Property Tax Calculation
100% Exempt - General RE Taxes

4.0% of EGI

$500/Unit/Annum
74.0%

% of PGI

5.000%

INDICATED LEASED FEE PMVSO AS OF NOVEMBER 1, 2021

$4,779,515

INDICATED LEASED FEE PMVSO (RD) - NO TRENDING

$4,780,000

INDICATED VALUE/UNIT

70

$68,286

As indicated by the previous Direct Capitalization, the concluded Leased Fee Prospective Market
Value Upon Stabilized Occupancy (PMVSO) as indicated by our Income Approach with the
proposed rent restrictions and 60% AMI Rents (no trending) as of November 1, 2021 is $4,780,000.
Direct Capitalization
‘PMVSO - With Rent Restrictions / No Trending’
PMVSO: At the request of the client, for this particular scenario, we have not incorporated trending.
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SUMMARY OF PMVSO DIRECT CAPITALIZATION
AS OF NOVEMBER 1, 2021
Gross Restricted Rental Income

$1,211,580

Plus: Other Apartment Income

Restricted via HAP/VASH (No Trending)

$7,560

TOTAL GROSS POTENTIAL INCOME
Less: Vacancy and Collection Loss

$1,219,140
7.0% of PGI

($85,340)

EFFECTIVE GROSS INCOME
Expense Category
Real Estate Taxes

$1,133,800
Total

Per Unit
$0

$0

Direct Assessments

$10,672

$152

Property Insurance

$25,000

$357

Utilities

$98,000

$1,400

R & M / Apartment Unit Turns

$70,000

$1,000

Pest Control

$10,500

$150

Landscape Maintenance

$12,000

$171

Security

$35,050

$501

On site salaries / free rent / payroll

$119,000

$1,700

Tenant Services

$241,500

$3,450

CALHFA / City / Bond Fees

$26,200

$374

Office Admin. Expense

$45,500

$650

Management Fees

$45,352

$648

$350

$5

$35,000

$500

TOTAL EXPENSES

$774,124

$11,059

NET OPERATING INCOME

$359,676

$5,138

Advertising/Promotion
Reserves

Property Tax Calculation
100% Exempt - General RE Taxes

4.0% of EGI

$500/Unit/Annum
63.5%

CAPITALIZATION RATE

% of PGI

5.000%

INDICATED LEASED FEE PMVSO AS OF NOVEMBER 1, 2021

$7,193,524

INDICATED LEASED FEE PMVSO (RD) - NO TRENDING

$7,200,000

INDICATED VALUE/UNIT

70

$102,857

As indicated by the previous Direct Capitalization, the concluded Leased Fee Prospective Market
Value Upon Stabilized Occupancy (PMVSO) as indicated by our Income Approach with the
proposed rent restrictions and HAP Rents (no trending) as of November 1, 2021 is $7,200,000.
Based on the fact that we have not considered trending in our analysis, this value conclusion is the
same for the Hypothetical Market Value As If Complete/Stabilized.
Direct Capitalization
‘PMVSO - With Rent Restrictions / HAP Rents / Trending (1.0083)’
We have incorporated trending in the following scenario (1.0083 applied to income & expenses).
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SUMMARY OF PMVSO DIRECT CAPITALIZATION (TRENDED AT 1.0083)
AS OF NOVEMBER 1, 2021
Gross Restricted Rental Income

$1,221,636

Plus: Other Apartment Income

Restricted via HAP/VASH (With Trending)

$7,623

TOTAL GROSS POTENTIAL INCOME
Less: Vacancy and Collection Loss

$1,229,259
7.0% of PGI

($86,048)

EFFECTIVE GROSS INCOME
Expense Category
Real Estate Taxes

$1,143,211
Total

Per Unit
$0

$0

Direct Assessments

$10,761

$154

Property Insurance

$25,208

$360

Utilities

$98,813

$1,412

R & M / Apartment Unit Turns

$70,581

$1,008

Pest Control

$10,587

$151

Landscape Maintenance

$12,100

$173

Security

$35,341

$505

On site salaries / free rent / payroll

$119,988

$1,714

Tenant Services

$243,504

$3,479

CALHFA / City / Bond Fees

$26,417

$377

Office Admin. Expense

$45,878

$655

Management Fees

$45,728

$653

$353

$5

$35,000

$500

TOTAL EXPENSES

$780,259

$11,147

NET OPERATING INCOME

$362,952

$5,185

Advertising/Promotion
Reserves

CAPITALIZATION RATE

Property Tax Calculation
100% Exempt - General RE Taxes

4.0% of EGI

$500/Unit/Annum
63.5%

% of PGI

5.000%

INDICATED LEASED FEE PMVSO AS OF NOVEMBER 1, 2021

$7,259,040

INDICATED LEASED FEE PMVSO (RD) - WITH TRENDING

$7,260,000

INDICATED VALUE/UNIT

70

$103,714

As indicated by the previous Direct Capitalization, the concluded Leased Fee Prospective Market
Value Upon Stabilized Occupancy (PMVSO) With Rent Restrictions as indicated by our Income
Approach with the proposed rent restrictions and HAP/VASH Rents as of November 1, 2021 is
$7,260,000.
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PMVCC (Prospective Market Value Upon Completion of construction/renovation) - Restricted With
HAP Rents: At the request of the client, we provided a PMVCC for this value scenario (with
proposed rent restrictions and general property tax abatement) which assumes that the property is
100% complete and 100% vacant. This scenario considers a deduction for three months rent loss
(½ of the absorption/move in time of six months due to the fact that the units will be absorbed
evenly during the time period) as well as a leasing commission allocation of $500 per unit. Using
an average rental rate of $1,464 (based on total rental income which includes ancillary income)
applied to 65 units (93% of 70 units) for three months equates to $285,480. Considering an
additional $500 per unit applied to 70 units equates to $35,000. With consideration for profit at 15%
(applied to $320,480), the total deduction equates to $368,552 or $370,000 RD.
PMVCC Conclusion: Based on a deduction of $370,000 applied to the PMVSO conclusion of
$7,260,000 equates to a Leased Fee Prospective Market Value Upon Completion of
construction/renovation (PMVCC) as indicated by our Income Approach (with the proposed rent
restrictions and property tax abatement), as of May 1, 2021 is $6,900,000.
Hypothetical As If Stabilized - NO RENT RESTRICTIONS
At the request of the client, we have provided a PMVSO / Hypothetical Market Value As If
Complete/Stabilized as a Market Rate Property (value as of the date of the inspection) which utilizes
the previous hypothetical market rental rates, the actual tax rate and lower operating expenses based
on the non-income restricted / market component.
POTENTIAL GROSS INCOME Unit Type
Studio
1 + 1 Mgr
Totals

No. of
Each

HYPOTHETICAL W/ NO RESTRICTIONS
Est. Market Rent

SqFt

Total
Monthly Rent

Total Annual
Rent

Total Annual
Rent (Trended)*

69

298

$1,400

$96,600

$1,159,200

$1,168,821

1

412

$1,650

$1,650

$19,800

$19,964

$98,250

$1,179,000

$1,188,786

70

--

* Trended at 1.0083

There will be two Direct Caps to follow. The first will not incorporate trending and the second will
incorporate trending (at 1.0083).
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Direct Capitalization
Hypothetical PMVSO - No Restrictions / No Trending
SUMMARY OF HYPOTHETICAL PMVSO
OF NOVEMBER 1, 2020
Gross Restricted Rental Income

$1,179,000

Plus: Other Apartment Income

Hypothetical - 100% Market (No Trending)

$7,560

TOTAL GROSS POTENTIAL INCOME
Less: Vacancy and Collection Loss

$1,186,560
5.0% of PGI

($59,328)

EFFECTIVE GROSS INCOME
Expense Category
Real Estate Taxes

$1,127,232
Total

Per Unit

Property Tax Calculation

$137,970

$1,971

Direct Assessments

$10,672

$152

Property Insurance

$25,000

$357

Utilities

$98,000

$1,400

R & M / Apartment Unit Turns

$70,000

$1,000

Pest Control

$10,500

$150

Landscape Maintenance

$12,000

$171

Security

$12,000

$171

On site salaries / free rent / payroll

$70,000

$1,000

Tenant Services

$0

$0

Not Applicable

CALHFA / City / Bond Fees

$0

$0

Not Applicable

Office Admin. Expense

$14,000

$200

Management Fees

$33,817

$483

$3,500

$50

$17,500

$250

TOTAL EXPENSES

$514,959

$7,357

NET OPERATING INCOME

$612,273

$8,747

Advertising/Promotion
Reserves

CAPITALIZATION RATE

$137,970

3.0% of EGI

$250/Unit/Annum
43.4%

% of PGI

5.000%

INDICATED HYPOTHETICAL PMVSO (NO TRENDING)

$12,245,461

INDICATED HYPOTHETICAL (RD)

$12,250,000

INDICATED VALUE/UNIT

70

$175,000
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Direct Capitalization
Hypothetical PMVSO As a Market Rate Property (Trended at 1.0083)
SUMMARY OF HYPOTHETICAL PMVSO (TRENDED AT 1.0083)
AS OF NOVEMBER 1, 2020
Gross Restricted Rental Income

$1,188,786

Plus: Other Apartment Income

Hypothetical - 100% Market (With Trending)

$7,623

TOTAL GROSS POTENTIAL INCOME
Less: Vacancy and Collection Loss

$1,196,408
5.0% of PGI

($59,820)

EFFECTIVE GROSS INCOME
Expense Category
Real Estate Taxes

$1,136,588
Total

Per Unit

Property Tax Calculation

$139,142

$1,988

Direct Assessments

$10,761

$154

Property Insurance

$25,208

$360

Utilities

$98,813

$1,412

R & M / Apartment Unit Turns

$70,581

$1,008

Pest Control

$10,587

$151

Landscape Maintenance

$12,100

$173

Security

$12,100

$173

On site salaries / free rent / payroll

$70,581

$1,008

Tenant Services

$0

$0

Not Applicable

CALHFA / City / Bond Fees

$0

$0

Not Applicable

Office Admin. Expense

$14,116

$202

Management Fees

$34,098

$487

$3,529

$50

$17,500

$250

TOTAL EXPENSES

$519,115

$7,416

NET OPERATING INCOME

$617,473

$8,821

Advertising/Promotion
Reserves

CAPITALIZATION RATE

$139,141

3.0% of EGI

$250/Unit/Annum
43.4%

% of PGI

5.000%

INDICATED HYPOTHETICAL PMVSO (WITH TRENDING)

$12,349,466

INDICATED HYPOTHETICAL (RD)

$12,350,000

INDICATED VALUE/UNIT

70

$176,429

The concluded Hypothetical PMVSO as a Market Rate Property by our Income Approach, as of
November 1, 2021 is $12,350,000.
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Hypothetical Market Value As If Complete as a Market Property: At the request of the client, we
provided this value scenario which assumes that the property is 100% complete and 100% vacant.
This scenario considers a deduction for three months rent loss (½ of the absorption/move in time of
six months due to the fact that the units will be absorbed evenly during the six month time period)
as well as a leasing commission allocation of $500 per unit. Using an average rental rate of $1,424
(based on total income which includes ancillary income) applied to 66 units (95% of 70 units) for
three months equates to $281,952. Considering an additional $500 per unit applied to 70 units
equates to $28,000. With consideration for profit at 15% (applied to $309,952), the total deduction
equates to $356,444 or $360,000 RD.
Based on a deduction of $360,000 applied to the Hypothetical PMVSO (as a Market Rate Property)
conclusion of $12,350,000 equates to a Leased Fee PMVCC as a Market Rate Property, as of March
1, 2020 of $12,000,000.
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SALES COMPARISON APPROACH
Procedure
The five basic steps utilized in the Sales Comparison Approach to value are set out as follows:
1.
2.
3.
4.
5.

Research the market to obtain information about transactions, listings, and other
offerings of properties similar to the subject property.
Verify the information by considering the following:
A.
The data obtained is factually accurate.
B.
The transactions reflect arm's-length market considerations.
Determine relevant units of comparison (e.g., acre, SqFt, multiplier), and develop a
comparative analysis for each unit.
Compare the subject property and comparable sales according to the elements of
comparison and adjust the sale price of each comparable as appropriate or eliminate
the property as a comparable.
Reconcile the multiple value indications that result from the market data into a single
value indication.

Scope of Market Data Search
A search was made for offers, listings, escrows and sales of comparable apartment complexes which
have close proximity to the subject property. Special attention was given to pertinent transactions
which have recorded in the past year.
Unit of Measurement: Price Per Unit was abstracted from the market data, where appropriate and
were utilized in the Sales Comparison Approach to value. Overall capitalization rates were derived
from the market data and utilized in the Income Capitalization Approach to value.
Market Data: In all, several items of market data were discovered which had varying degrees of
comparability to the subject property. The details of each of these comparables are set out in the
following chart.
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SUMMARY OF IMPROVED SALES
Yr Built

No. Units

Sale
1

Name/Location
County / APN
Buyer / Seller
405 West 10th Street
Santa Ana, CA 92701
Orange County
398-551-09
Buyer - EvRy Opportunity
LLC
Seller - Mahmoud Bdaiwi

Sale Date
Doc. No.
7/8/2019
N/A

Sale
Price

Gross SF*
Avg SF

$3,525,000

19

Price/Unit
Price / SF

Average No. Rooms

$185,526
$253

13,950

Studio

3

Site Size: 12,197 SqFt

15.8%

1BD

12

63.2%

2BD

4

21.1%

3/4 BD

0

0.0%

734

Act OAR
NOI/Unit
O.E. Ratio
GIM

Occupancy

Unit Mix

3.05

Def. Maint.
1958 (Ren)

100%

No

Prof OAR
NOI/Unit
O.E. Ratio
GIM

5.05%

6.77%

$9,369

$12,552

24.68%

19.71%

14.12

11.28

Amenities: Controlled access, laundry.

Comments: This property was originally listed for $3,988,888 (or $209,941 per unit). The income and expense information used to derive the actual and proforma OARs and GRMs
were derived from MLS. There was a 4% vacancy factor taken out from the information listed on MLS. This property spent roughly 60 days at market. The escrow period was
18 days. This property’s units contain quartz counter tops, white appliances, gas stove, garbage disposal, tile back splash, vinyl plank and carpet flooring, base molding, ceiling
fan, vertical blinds, ceramic tile tub surround. There was a 1031 exchange on the seller's side. The listing broker also reports that this two story building has been well maintained,
has low expenses, and is occupied by established residents, some for more than 20 years. There were no conditions or deferred maintenance reported at the time of sale.
Sources: CoStar Group Inc., public records, Orange County Assessor and MLS.
2

20904-20914 Bloomfield
Avenue
Lakewood, CA 90715
Los Angeles County
7057-035-011
Buyer - Bloomfield Court Apt
Co LP
Seller - 20914 S Bloomfield
LLC

7/25/2019
0729700

$8,025,000

32

$250,781

Studio

0

0.0%

$370

1BD

24

75.0%

2BD

8

25.0%

3/4 BD

0

0.0%

21,672
677

Site Size: 46,174 SqFt

3.25

1969

97%

No

3.36%

4.84%

$8,433

$12,147

40.87%

32.62%

16.39

13.08

Amenities: Controlled access, laundry, pool.

Comments: This transaction was confirmed with the listing agent. This property was originally listed for $8,595,000 (or $268,594 per unit). The income and expense information
used to derive the actual and proforma OARs and GRMs were derived from MLS. There was a 4% vacancy factor taken out from the information listed on MLS. Financing was
provided by JP Morgan Chase Bank, N.A., with a 49% down payment. This property spent roughly 62 days at market. The escrow period was 55 days. This property’s units
contain Formica counter tops, white appliances, carpet and laminate plank flooring, base molding. There were no conditions or deferred maintenance reported at the time of sale.
Sources: CoStar Group Inc., public records, Los Angeles County Assessor, Doug Rodermund of Morgan-Skenderian Investment RE Grp and MLS.
3

Cypress Meadows Apartments
227 South Canoga Place
Anaheim, CA 92804
Orange County
135-331-17
Buyer - Moshav, LLC
Seller - Mohammad Najimi

10/29/2019
0426763

$5,350,000

22

$243,182

Studio

0

0.0%

$320

1BD

20

90.9%

2BD

2

9.1%

3/4 BD

0

0.0%

16,694
759

Site Size: 31,951 SqFt

3.09

1963

4.46%

5.15%

100%

$10,855

$12,517

32.67%

29.68%

14.19

12.89

No

Amenities: Controlled access, pool, BBQ, picnic.

Comments: This transaction was confirmed with the listing agent. This property was originally listed for $5,400,000 (or $245,455 per unit). The income and expense information
used to derive the actual and proforma OARs and GRMs were derived from the MLS. There was a 4% vacancy factor taken out from the information listed on MLS. This property
spent roughly 189 days at market. This property’s units contain Formica counter tops, white appliances, gas cook top, single oven, garbage disposal, tile and hardwood flooring,
tile tub surround, base molding. There were no conditions or deferred maintenance reported at the time of sale.
Sources: CoStar Group Inc., public records, Orange County Assessor, and MLS.
4

504-510 North Pauline Street
Anaheim, CA 92805
Orange County
035-166-08, & 09
Buyer - The Ali Afghani
Family Trust
Seller - 504-510 Pauline
Properties LLC
Site Size: 46,174 SqFt

8/16/2019
0304158

16

$3,630,000

21,672
1,355

$226,875

Studio

0

0.0%

$167

1BD

16

100.0%

2BD

0

0.0%

0

0.0%

3/4 BD
3.00

1960

3.57%

5.31%

-

$8,099

$12,050

31.85%

24.02%

17.97

13.55

No

Amenities: Laundry.

Comments: This transaction was confirmed with the listing agent. This property was originally listed for $3,760,000 (or $235,000 per unit). The income and expense information
used to derive the actual and proforma OARs and GRMs were derived from the Offering Memorandum. There was a 4% vacancy factor taken out from the information listed in
the Offering Memorandum. This was an all cash transaction, with a 100% down payment. This property spent roughly 74 days at market. This property’s units contain Formica
counter tops, white appliances, gas stove, carpet and tile flooring, base molding, tile tub surround. There were no conditions or deferred maintenance reported at the time of sale.
Sources: CoStar Group Inc., public records, Orange County Assessor, and Michael Salerno of Miller & Desatnik Realty Corp.
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5

10071 Lampson Avenue
Garden Grove, CA 92840
Orange County
089-362-26
Buyer - Lampson EP LLC
Seller - Marquis Apts LLC

7/11/2019
0247614

$10,900,000

41

$265,854

Studio

0

0.0%

$327

1BD

31

75.6%

2BD

10

24.4%

3/4 BD

0

0.0%

33,370
814

Site Size: 61,420 SqFt

3.24

1963 (Ren)

4.40%

5.41%

100%

$11,703

$14,379

37.47%

33.09%

13.57

11.85

No

Amenities: Controlled access, laundry, pool.

Comments: This transaction was confirmed with the listing agent. This property was originally listed for $11,685,000 (or $285,000 per unit). The income and expense information
used to derive the actual and proforma OARs and GRMs were derived from the Offering Memorandum. There was a 3% vacancy factor taken out from the information listed in
the Offering Memorandum. Financing was provided by Pacific Western Bank, with a 43.1% down payment. This property spent roughly 225 days at market. This property’s
units contain stone counter tops, carpet and tile flooring, white appliances, gas stove, wall (gas) heat, ceiling fan, balcony/patio, base molding, vertical blinds. Open and covered
parking spaces and garages available. This was the downleg in an exchange for the seller. We were unable to determine the total number of renovated units with the information
provided. There were no conditions or deferred maintenance reported at the time of sale.
Sources: CoStar Group Inc., public records, Orange County Assessor, and Tyler Leeson of Marcus and Millichap.
6

Bush Court Apartments
1407 North Bush Street
Santa Ana, CA 92701
Orange County
398-133-33
Buyer - Palmyra Avenue Group
LLC
Seller - PRC Newport LLC

8/26/2019
0317246

$12,260,000

52

$235,769

Studio

0

0.0%

$337

1BD

38

73.1%

2BD

14

26.9%

0

0.0%

36,394

3/4 BD

700

Site Size: 20,038 SqFt

3.27

1987

4.68%

5.16%

92%

$11,041

$12,162

34.72%

32.77%

13.09

12.26

No

Amenities: Controlled access, laundry.

Comments: This transaction was confirmed with the listing agent. This property was originally listed for $12,500,000 (or $240,385 per unit). The income and expense information
used to derive the actual and proforma OARs and GRMs were derived from the Offering Memorandum. There was a 4% vacancy factor taken out from the information listed in
the Offering Memorandum. Financing was provided by Homestreet Bank, with a 35% down payment. This property spent roughly 160 days at market. This property’s units contain
Formica counter tops, white appliances, electric stove, garbage disposal, microwave, tile and vinyl plank flooring, base molding, wall A/C, balcony. There were no conditions
or deferred maintenance reported at the time of sale.
Sources: CoStar Group Inc., public records, Orange County Assessor, and Tyler Leeson of Marcus and Millichap.
7

Ten Sixty Apartments
1060 West 17th Street
Santa Ana, CA 92706
Orange County
405-312-34
Buyer - Ten Sixty Apartments
Seller - Figaredo Living Trust

2/6/2020
0052516

$4,950,000

25

$198,000

Studio

0

0.0%

$345

1BD

18

72.0%

2BD

7

28.0%

3/4 BD

0

0.0%

14,332
573

Site Size: 18,731 SqFt

3.28

1951

100%

No

4.26%

6.07%

$8,440

$12,021

40.45%

32.99%

13.03

10.38

Amenities: Controlled access, laundry.

Comments: This transaction was confirmed with the listing agent. This property was originally listed for $5,295,000 (or $211,800 per unit). The income and expense information
used to derive the actual and proforma OARs and GRMs were derived from the Offering Memorandum. There was a 4% vacancy factor taken out from the information listed in
the Offering Memorandum. Financing was provided by JP Morgan Chase Bank, N.A., with a 37% down payment. This property’s units contain tile counter tops, white appliances,
carpet and tile flooring, base molding. There were no conditions or deferred maintenance reported at the time of sale.
Sources: CoStar Group Inc., public records, Orange County Assessor, and Tyler Leeson of Marcus and Millichap.
Sub

--

--

70

27,056
387

--

Studio

69

98.6%

1BD

1

1.4%

2BD

0

0.0%

0

0.0%

3/4 BD
2.01

--

--

--

--

Proposed

--

--

--

--

--

It is important to identify the fact that based on the State of CA AB1482, we limited the sales to include those that were exempt from the maximum
allowable increases as established by the State of California.

The previous chart summarizes the improved sales which were considered in the analysis of the
subject property. Based on various sources of favorable financing, tax credits, bonds, grants, etc.
which are typically part of affordable multifamily housing sales and are difficult to quantify, we
utilized sales of non-income restricted projects in our analysis. Therefore, the data presented is
considered to be the best available and has been given secondary reliance in our analysis to follow.
Comparative Criteria
In analyzing each item of market data, a comparison was made between the market data and the
subject property. The unadjusted sale price was divided by the size of the improved sale, and an
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SALE COMPARABLE PHOTOGRAPHS

SALE No. 1: 405 West 10th Street

SALE No. 2: 20904 Bloomfield Avenue

SALE No. 3: 227 South Canoga Place

SALE No. 4: 504-510 North Pauline Street

SALE No. 5: 10071 Lampson Avenue

SALE No. 6: 1407 North Bush Street

SALE COMPARABLE PHOTOGRAPHS

SALE No. 7: 1060 West 17th Street

SALES COMPARISON APPROACH (CONTINUED)
indicated Price Per Unit was derived. In this comparison, adjustments were made for differences
that existed between the subject property and the improved market data, and an adjusted sale price
was then derived. Significant adjustments considered included Property Rights, Financing,
Motivation, Market Conditions, Locational Characteristics, Physical Characteristics (project size,
amenities, unit mix, unit size, and overall appeal), Income Characteristics and other factors. We
adjusted for the subject’s affordable component by completing a second Direct Capitalization
Approach which utilizes the hypothetical market rental rates and no property tax abatement
(representing a 41% discount - this reflects the difference between the hypothetical Direct Cap with
market rents of $12,250,000 and the Direct Cap with restricted rents of $7,200,000).
The comparables have the following unit mix(es):
COMPARABLE UNIT MIX SUMMARY
Data No.

Bach/Studio

1 BD

2 BD

3 / 4 BD

Avg Unit Size
(Gross SF)

Avg No. Rooms

Subject

98.6%

1.4%

0.0%

0.0%

387

1.80

1

15.8%

63.2%

21.1%

0.0%

734

3.05

2

0.0%

75.0%

25.0%

0.0%

677

3.25

3

0.0%

90.9%

9.1%

0.0%

759

3.09

4

0.0%

100.0%

0.0%

0.0%

1,355

3.00

5

0.0%

75.6%

24.4%

0.0%

814

3.24

6

0.0%

73.1%

26.9%

0.0%

700

3.27

7

0.0%

72.0%

28.0%

0.0%

573

3.28

Follow is the adjustment grid outlining the previous mentioned adjustments for each of the
comparables:
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IMPROVED SALES ADJUSTMENT GRID

SALE PRICE
Size (Units)
Price/Unit

Subject

1

2

3

4

5

6

7

N/A
70
N/A

$3,525,000
19
$185,526

$8,025,000
32
$250,781

$5,350,000
22
$243,182

$3,630,000
16
$226,875

$10,900,000
41
$265,854

$12,260,000
52
$235,769

$4,950,000
25
$198,000

None
$185,526

None
$250,781

None
$243,182

None
$226,875

None
$265,854

None
$235,769

None
$198,000

0.0%
$226,875

0.0%
$265,854

0.0%
$235,769

0.0%
$198,000

PROPERTY RIGHTS CONVEYED
Adjustment
Adj. Price/SF

N/A
N/A

FINANCING TERMS (Adjusted for in the comparable sale detail pages, as applicable)
CONDITION OF SALE
Adjustment
Adj. Price/Unit

N/A
N/A

0.0%
$185,526
7/19

7/19

10/19

8/19

7/19

8/19

2/20

N/A
N/A

1.50%
$188,309

1.50%
$254,543

0.00%
$243,182

1.50%
$230,278

1.50%
$269,841

1.50%
$239,306

0.00%
$198,000

Superior

Inferior

Inferior

Inferior

-5.0%

10.0%

10.0%

10.0%

DATE OF SALE
Adjustment
Adj. Price/Unit

0.0%
$250,781

0.0%
$243,182

LOCATIONAL AND PHYSICAL CHARACTERISTICS
LOCATION

92801

Inferior

Adjustment

N/A

10.0%

Comparable Comparable

# of UNITS

70

Adjustment

N/A

0%

0%

0%

0%

0%

AMENITIES

Yes

Comparable

Superior

Superior

Comparable

Superior

Adjustment

N/A

0.0%

-2.5%

-2.5%

0.0%

-2.5%

0.0%

0.0%

CONDITION/QUALITY

Newly Ren

Comparable

Inferior

Inferior

Inferior

Comparable

Inferior

Inferior

Adjustment

N/A

0.0%

15.0%

15.0%

15.0%

0.0%

5.0%

15.0%

UNIT MIX/ SIZE

S-1 BD/1.80

Superior

Superior

Superior

Superior

Superior

Superior

Superior

Adjustment

N/A

-20.0%

-25.0%

-22.5%

-20.0%

-25.0%

-25.0%

-25.0%

0.0%

0.0%

Comparable Comparable Comparable Comparable Comparable Comparable Comparable
0%

0%

Comparable Comparable

RETAIL

No

Adjustment

N/A

Comparable Comparable Comparable Comparable Comparable Comparable Comparable
0.0%

0.0%

0.0%

0.0%

0.0%

0.0%

0.0%

AFFORDABLE

Yes

Superior

Superior

Superior

Superior

Superior

Superior

Superior

Adjustment

N/A

-41%

-41%

-41%

-41%

-41%

-41%

-41%

Net Adjustment

--

-51.0%

-53.5%

-51.0%

-51.0%

-58.5%

-51.0%

-41.0%

-10.0%

-12.5%

-10.0%

-10.0%

-17.5%

-10.0%

0.0%

Net Adj W/O Affordable
DEF. MAINTENANCE

---

$0

$0

$0

$0

$0

$0

$0

ADJUSTED SALE PRICE

N/A

$92,272

$118,362

$119,159

$112,836

$111,984

$117,260

$116,820

Unadjusted Range

$185,526

$265,854

Average

$229,427

Adjusted Range

$92,272

$119,159

Average

$112,670

Price Per Unit Value Conclusion
All relevant adjustments were considered. In comparing the improved items of market data to the
subject property, major consideration was given to the inferior/superior overall characteristics of the
subject property. The adjusted market data varied in price from $92,272 to $119,159 per unit, with
an average from these sales at $112,670 per unit.
For purposes of our analysis, we presented a summary of secondary sales which were all designated
for affordable housing. We have not utilized these sales as primary sales due to the complexity
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involving cash equivalency related to bonds, grants, favorable financing, tax credits, etc. These
were presented in order to bracket our concluded per unit value and the OAR conclusions.
SUMMARY OF AFFORDABLE IMPROVED SALES
No. Units

Sale
1

Name/Location
County / APN
Buyer / Seller
Villa Rain Tree Apartments
11905 Ferris Road
El Monte, CA 91732
Los Angeles County
8567-005-031
Buyer - Villa Rain Tree LP
Seller - Ritz Housing LLC

Sale Date
Doc. No.
2/19/2019
0143606

Sale
Price

Unit Mix

Gross Income
Vacancy
Total Exp

Average No. Rooms

NOI

Rentable
SF*
Avg SF

$16,000,000

70

Price/Unit
$228,571

41,746

Studio

0

0.0%

1BD

70

100.0%

2BD

0

3/4 BD

0

596

Sale Condition: LIHTC

NOI/Unit
Yr Built
Deferred
Maint.

--

$9,714

0.0%

95%

1978

0.0%

--

13.93

$680,000

OAR
O.E. Ratio
GIM
4.25% Act

–
--

No

--

Amenities: Controlled access, laundry, storage

Comments: It was reported that this property sold with an actual cap rate of 4.25%, which is reflected in the previous table. The estimated escrow length was 120 days. This was
a LIHTC (Low Income Housing Tax Credit) deal. The contract based on section 8, age restricted (62+) community. The sellers will be exchanging into multiple properties and
the buyer plans on completely renovating the property. There were no other conditions or deferred maintenance reported at the time of sale.
Sources: CoStar Group Inc., public records, Los Angeles County Assessor and Tyler Leeson & Drew holden of Marcus & Millichap.
2

6414 Tujunga Boulevard
North Hollywood, CA 91606
Los Angeles County
2336-014-006
Buyer - TCT Living Trust
Seller - Harutunian Lusik

10/31/2019
N/A

$2,350,000

16

$146,875

8,076

Studio

4

25.0%

1BD

12

75.0%

2BD

0

3/4 BD

0

505
Sale Condition: LIHTC

$188,500

$9,144

0.0%

100%

1948

0.0%

$42,200

50.56

$146,300

5.97% Act

-22.39%

No

13.00

Amenities: Laundry.

Comments: It was reported that this property sold with an actual cap rate of 5.97%, which is reflected in the previous table. The estimated escrow length was 90 days. This was
a LIHTC (Low Income Housing Tax Credit) deal. There were no other conditions or deferred maintenance reported at the time of sale.
Sources: CoStar Group Inc., public records, Los Angeles County Assessor and Amy Weber of The Agency RE.
3

Vintage 76 Apartments
20830 Vintage Street
Chatsworth, CA 91311
Los Angeles County
2741-002-003
Buyer - Shigeru Tanioka
Seller -20830 Vintage LLC

3/4/2019
0188074

$5,150,000

23

$223,913

13,092

Studio

0

0.0%

1BD

10

43.5%

2BD

13

3/4 BD

0

569

Sale Condition: LIHTC

--

$11,196

5.00%

56.5%

100%

1976 (Ren)

--

0.0%

-No

--

36.83

$257,500

--

Amenities: Controlled access, laundry

Comments: It was reported that this property sold with an actual cap rate of 5.00%, which is reflected in the previous table. The estimated escrow length was 75 days. This was
a LIHTC (Low Income Housing Tax Credit) deal. The motivation for the seller was they finished a complete renovation of the property in 2018, so decided to sell, since it was
the end of the project. This was their downleg in a 1031 exchange. The buyer is a private investor out of Japan. The subject property was not listed on the market for sale;
therefore, the sale was an off-market transaction. There were no other conditions or deferred maintenance reported at the time of sale.
Sources: CoStar Group Inc., public records, Los Angeles County Assessor.
4

Miramar City Lights
1417 West 3rd Street
Los Angeles, CA 90017 &
Ardmore City Lights
737 South Ardmore
Los Angeles, CA 90005
Los Angels County
5153-028-021 & 5093-025-101
Buyer - Post Group X Miramar
LP & Post Group X Ardmore LP
Seller - Ardmore City Lights
Sale Condition: LIHTC

4/10/2019
0313187

$15,100,000
(Portfolio)

152

107,227

$99,342

Studio

0

0.0%

1BD

72

47.4%

2BD

32

3/4 BD

48

705

7.30

$1,302,072

$3,862

3.89% &
3.88%

21.1%

100%

2003

--

31.6%

$715,111
$586,961

54.92%
No

11.60

Amenities: Controlled Access, laundry, elevator.

Comments: It was reported that this property sold with an actual cap rate of 3.89% for Miramar and 3.88% for Ardmore, which is reflected in the previous table. This was a LIHTC
(Low Income Housing Tax Credit) deal. This is the sale of two rent restricted apartment communities totaling 152 units which sold for $15,100,000 or about $140.82 per unit.
747 S Ardmore Ave is a 48,425-square-foot, 104-unit apartment building that sold for $7,300,000 with a cap rate of 3.88 percent. 1417 W 3rd St is a 58,802-square-foot, 48-unit
apartment building that sold for $7,800,000 with a cap rate of 3.89 percent. Income, expenses and GIM in the chart above are based on the combined amount for both properties
in the portfolio. The properties qualify for the Low Income Housing Tax Credit. There were no other conditions or deferred maintenance reported at the time of sale.
Sources: CoStar Group Inc., public records, Los Angeles County Assessor.

* If not provided by CoStar - Rentable square foot measurements are estimates based on the following approximate unit sizes: 400 SF for bachelor
units; 500 SF for studio units; 650 SF for 1BD; 750 SF for 1BD + Den; 800 SF for 2BD; 850 SF for 2+2; 950 SF for 3BD; and 1,150 SF for 4BD
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SALES COMPARISON APPROACH (CONTINUED)
Most of the brokers interviewed stated that due to the subject’s unit types, the unit mix of studio,
one and two bedroom units (primarily studio bedroom units) which is typically geared towards
single occupancy for single occupants, the subject property would command a sale price of $120,000
per unit (considers the low income restrictions and the property tax abatement). Based upon the
discussion above and the adjustments set out in the Market Data Grid - Improved Sales
Comparables, it was concluded that the Hypothetical As If Completed/Stabilized Value, as indicated
by the Price Per Unit of comparison is $110,000 to $115,000/Unit (average of $112,500) and has
been estimated as follows:
70 Units @ $120,000/Unit

$7,875,000 (RD)

NOI Per Unit
This broad category attempts to adjust for factors relating to the income generation of the
comparable properties as compared to the projected income for subject property. To derive this
adjustment the net operating income (NOI) per unit is analyzed. By adjusting the unit value
indicators on the basis of income potential, a fairly consistent range of value indicators should result.
Since each sale’s income and expense pattern varies according to building size and unit mix, the
applicable common denominator is determined to be the NOI/Unit. Making adjustments based on
NOI/Unit inherently accounts for differences in locational and physical which are reflected in each
property’s rental potential.
ANALYSIS OF THE NET OPERATING INCOME PER UNIT
Sale No.:

NOI/Unit:

Subject
NOI/Unit*

Variance:

$/Unit:

Adjusted
$/Unit:

1

$12,552

$5,138

0.41

$185,526

$75,943

2

$12,147

$5,138

0.42

$250,781

$106,077

3 Actual

$7,388

$5,138

0.70

$181,250

$126,051

4

$12,517

$5,138

0.41

$243,182

$99,822

5

$12,050

$5,138

0.43

$226,875

$96,737

6

$14,379

$5,138

0.36

$265,854

$94,997

7

$12,162

$5,138

0.42

$235,769

$99,604

8

$12,021

$5,138

0.43

$198,000

$84,629

Average

$97,982

* Represents NOI/unit from the Direct Capitalization Approach with rent restrictions the property tax abatement.
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All of the comparables are considered to provide relevant indications of an appropriate price for the
subject based on comparison of income generation. Accordingly, we have utilized a price with
consideration for all of the comparables of $105,000 per unit (considers the low income restrictions
and the property tax abatement). This equates to a value conclusion as follows:
$105,000

x

70 units

=

$7,350,000 (RD)

Conclusion to Sales Comparison Approach - With Rent Restrictions
Valuation techniques in the Sales Comparison Approach have produced the following value
estimates:
Value by Price/Unit:
Value by NOI/Unit:
Value Conclusion Before Trending:
Trending Factor:
Leased Fee Value Conclusion:

$7,875,000
$7,350,000
$7,600,000
1.0083
$7,670,000

Considering both techniques, the previous analysis and discussion, the PMVSO with rent
restrictions, as indicated by the Sales Comparison Approach as of November 1, 2021 of $7,670,000.
Indicated Leased Fee PMVSO
via the Sales Comparison Approach w/ Rent Restrictions

$7,670,000
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Reconciliation
The three approaches to value are reconciled into estimate of the PMVSO with rent restrictions.
Reconciliation is defined as a step in the valuation process in which an appraiser considers
alternative value indications and selects a final value estimate. Based upon this process the
reconciliation of the pertinent approaches to value are set out as follows:
Cost Approach: The Cost Approach was utilized as the subject property will represent a newly
constructed property. The cost of the proposed improvements was estimated utilized figures from
the Marshall Valuation cost service with reference to the actual project and budgeted costs from the
developer. All appropriate forms of depreciation were estimated, namely external obsolescence, and
deducted from the replacement cost new to reach the appropriate prospective market value of the
subject upon reaching stabilized occupancy. As the property would likely be acquired by an
investor, the Cost Approach would likely be considered in a pricing decision but ultimately more
emphasis would be placed on the income based approaches to value.
Income Capitalization Approach: The Income Capitalization Approach typically provides the
strongest and most valid indication of value for investment type properties. Multi-family residential
properties are generally income producing, and a typical purchase price is based on the ability of the
property to produce a net income stream. The capitalization process provides mathematical support,
reflects the reasoning of the real estate market, and interprets actions of buyers and sellers of similar
properties in the market.
The rent levels applied to the subject property were within the range of market rents as indicated by
the other comparable rental properties. A proper analysis of the income stream develops a reliable
estimate of value. Current market information produced acceptable data, both in the subject
neighborhood and in competing areas. The potential gross income was supported from this rental
survey. Expenses were projected based on published expense information and by the budgeted
expenses of the subject property. The expense ratio estimate is typical for similar structures. The net
income was concluded to be supported by the market data.
By the application of the appropriate capitalization rate, the net income was capitalized to form an
indication of value.
Sales Comparison Approach: In the Sales Comparison Approach to value, two methods were
considered: The Price Per Unit Method and the NOI/Unit Method.
The difficulty in using the Sales Comparison Approach is the lack of truly comparable data,
requiring adjustments to the comparable sales to reflect the differences between the subject property
and each comparable sale property. Paired sales are difficult to obtain in the quantification of
adjustments for property rights conveyed, financing, motivation, market conditions, quality of
improvements, improvement size, location, access and exposure, parking adequacy, and amenities.
More specifically, difficulties in the Sales Comparison Approach arise in gathering comparable
market data in terms of a comparable location, expense and income characteristics and overall
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physical characteristics (e.g., multi-building, multi-story, amenities). However, the sales presented
are considered good indicators of value for the subject and represent similar apartment complexes
with comparative investment quality. The three techniques used result in similar overall value
estimates, with a concluded value from this approach that is lower than the conclusion from the
Income Approach. This is primarily due to the smaller average unit sizes at the subject property and
the lack of product type in the market. Based on the fact that the subject will exist as an income
restricted apartment complex, the sales approach was given secondary consideration.
VALUE CONCLUSIONS
NO.

VALUE PREMISE

COMMENT

DATE OF
VALUE

VALUE
CONCLUSION

1

Fee Simple Market Value As Is

Vacant - 70 Unit Motel (approved for renovation)

3/1/2020

$3,940,000

2

Leased Fee PMVCC - Restricted Rents

Trending Considered

5/1/2021

$6,900,000

3

Leased Fee PMVSO - Restricted Rents

Trending Considered

11/1/2021

$7,260,000

4

Hypothetical Leased Fee PMVSO - Market Rents

Trending Considered and accounting for unsubordinated rents, if any

11/1/2021

$12,350,000

5

Market Value LIHTCs - Low Income Housing Tax Credits (RD)

$6,636,218

6

Insurable Cost Estimate

$3,710,000

7

Leased Fee PMVSO - Restricted Rents

No Trending

8

Leased Fee Market Value

NPV of subsidy rent over term of contract (15 years)

$1,210,000

9

Leased Fee Market Value

De Control Value With Tax Exemption

$9,900,000

10

Leased Fee Market Value

De Control Value Without Tax Exemption

$9,630,000

11

Hypothetical Leased Fee PMVSO - Market Rents

No Trending

11/1/2021

$7,200,000

$12,250,000
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HYPOTHETICAL DECONTROL VALUE
In the event of a foreclosure on an apartment property restricted by Low Income Housing Tax
Credits (LIHTCs), IRS Section 42 (h) (6) (E) (II) does not permit the eviction or termination of
tenancy (other than for good cause) of an existing tenant of any low-income unit or any increase in
the gross rent with respect to such unit not otherwise permitted under Section 42 for a period of three
years after the date the building is acquired by foreclosure or instrument in lieu of foreclosure.
However, units that become vacant as the result of normal attrition during the first three years may
be raised to market rent and rented to any tenant without regard to the income restrictions. At the
end of the initial three-year period, any remaining low-income tenants can either be evicted or have
their rent raised to market levels.
The following assumptions and calculations are used in the Decontrol Value Analysis.
Annual Potential Gross Income - Market/Restricted Rent: The subject’s annual hypothetical
potential gross income using both the income restricted and the non-income restricted market rental
rates.
POTENTIAL GROSS INCOME No. of
Each

Unit Type
Studio
1 + 1 Mgr
Totals

- HYPOTHETICAL W/ NO RESTRICTIONS
Est. Market Rent

SqFt

Total
Monthly Rent

Total Annual
Rent

Total Annual
Rent (Trended)*

69

298

$1,400

$96,600

$1,159,200

$1,168,821

1

412

$1,650

$1,650

$19,800

$19,964

$98,250

$1,179,000

$1,188,786

70

--

* Trended at 1.0083

Annual Potential Gross Income - Restricted Rental Rates: The subject’s annual potential gross
income - as restricted rent has been estimated as follows:
POTENTIAL GROSS INCOME Bedrooms

BA

No.
Units

Type

AMI
%

WITH RESTRICTIONS
Square
Feet

Tenant
Rent

Subsidy
Rent

Mo. Net
Rent

Total Mo.
Rent

Annual
Income

Trended
Income

Eff/Studio

1

49

PBV

30.0%

298

$283.00

$919

$1,202

$58,898

$706,776

$712,642

Eff/Studio

1

20

VASH

30.0%

298

$283.00

$844

$1,127

$22,540

$270,480

$272,725

1 Bedroom

1

1

Staff Unit - MGR

450

-

-

-

-

-

$0

Subsidy Rent (Per Proforma)

$81,438

$977,256

$985,367

Tenant Rents (Per Proforma)

$19,527

$234,324

$236,269

$100,965

$1,211,580

$1,221,636

Totals

70

21,012

* Trended at 1.0083

According to the Term Sheet via CCRC, the restricted rent levels of 30% AMI shall be allowed to
float up to 59% AMI in the event of a loss of the PBV rental subsidy. Therefore, we used the
maximum allowable rental rate for the 60% AMI units, or $1,246 per month. This produces a
higher income versus the PBV annual income figure.
Income Escalation: Costar indicates that asking rental rates will increase over the next five years,
as follows:
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Year

Costar Proj. Annual Rent Increase

2024

0.8%

2023

1.1%

2022

1.5%

2021

2.0%

2020

2.5%

Averages

1.6%

For purposes of our analysis, we used a 1.5% per annum increase in the income and a 1.5% per
annum increase in the expenses. Despite the fact that we used a 0.5% growth factor in the previous
analysis, this reflects a value three years out.
Annual Turnover: It is our experience that LIHTC and/or HAP projects typically have an annual
turnover which is lower than non-income restricted projects. Based on the pent up demand for
affordable housing, affordable housing projects have annual turnover rates ranging from 5% to 20%.
For purposes of our analysis, a 20% turnover rate is estimated for the subject. Since turnover is
assumed to occur evenly over the entire year, the percentage of market rant units is estimated at an
average of 10% for the first year (0% at the beginning of the year and 20% at the end of the year),
30% for the second year and 50% for the third year.
Annual Vacancy: As a market rate project, we used a vacancy of 5%, however, as a income
restricted project we used a vacancy of 3.0%. The vacancy rate is adjusted based on the percentage
of market versus restricted units in each year.
Annual Expenses: We used the expenses from the restricted scenario. For purposes of the analysis,
we assume that the most likely buyer would be a for-profit entity that is required to pay for property
taxes.
Annual Expense Escalation: In the restricted scenario, the off-site management expense is calculated
as 4% of the effective gross income. The off-site management expense for the hypothetical market
scenario is lower at 3% based on the fact that market rate projects are typical less management
intensive. For purposes of our analysis, we used an average of 3.5% during the Years 1, 2 and 3.
It should also be noted that for the payroll expense, we assumed that a for-profit entity would
purchase the property and have utilized the payroll expense from the 100% restricted scenario at
90% and the hypothetical market scenario at 10% and have gradually decreased the restricted
scenario to 70% in year 2, 50% in year 3 and to 0% in year 4 (reflecting the subject property at
100% market). With the exception of property taxes which grow at two percent per annum, the
remaining expenses (including payroll) are escalated at three percent per annum.
Absorption and Rent Loss: We have assumed that roughly ½ of the units will turn within the three
year de-control period which would leave several units to achieve stabilized occupancy. For
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purposes of our analysis, we assume that 25% (estimate based on our discussions with the
developer) of the restricted tenants will opt to pay the higher rate, leaving 26 units to be absorbed
(35 less the nine units). Given the demand in the area, we assume that these units will be absorbed
in three months. Accordingly, the rent loss is based on the average rent per year during year three,
assuming 50% of the units at market and 50% restricted.
The analysis assumes the turnover will occur gradually over the three month period in order to
minimize the rent loss and prevent all units from sitting vacant at one time. Therefore, our rent loss
is based on ½ of the absorption time due to the fact that they will be leased evenly over the three
month period.
Advertising/Leasing: We have utilized advertising expense from the restricted scenario at 90% and
the hypothetical market scenario at 10% and have gradually decreased the restricted scenario to 70%
in year 2, 50% in year 3 and to 0% in year 4 (reflecting the subject property at 100% market). This
expense is escalated at three percent per annum.
Unit Rehab Cost: Not applicable.
Reversion Capitalization Rate: The reversion is calculated on the four year’s net operating income.
In addition to considering the comparable sales found in the marketplace, we have reviewed the 4th
Quarter 2019 PwC Real Estate Investor Survey. Following is a summary of the results of the survey:
PWC REAL ESTATE INVESTOR SURVEY

Survey

Cap-Rate
(Current Quarter)
Range
Avg.

Discount Rates
(Current Quarter)
Range
Avg.

Expense Change
(Current Quarter)
Range
Avg.

PwC Real Estate Investor Survey - All Apartments National

3.50%-7.0%

5.15%

5.50%-10.0%

7.10%

0.0%-3.0%

2.60%

PwC Real Estate Investor Survey - Pacific Region Market

3.65%-6.0%

4.46%

5.50%-10.0%

6.60%

0.0%-3.0%

2.23%

Survey

(Last Quarter)
Range
Avg.

(Last Quarter)
Range
Avg.

(Last Quarter)
Range
Avg.

PwC Real Estate Investor Survey - All Apartments National

3.75%-7.0%

5.10%

5.50%-10.0%

7.09%

0.0%-3.0%

2.59%

PwC Real Estate Investor Survey - Pacific Region Market

3.65%-6.0%

4.54%

5.50%-10.0%

6.60%

0.0%-3.0%

2.23%

As seen in the previous chart, the average cap rates for all multi-family property types in the PwC
Real Estate Investor Survey is from 3.65% to 6.0% with an average of 4.46% for the Pacific Region
market which is similar to the previous quarter. The range in discount rates for the Pacific Region
Market is from 5.50% to 10.0% with an average of 6.60% which is also relatively similar to the
previous quarter. Overall, the published data is felt to provide an adequate range of rates. However,
the surveys fail to specify exact areas of investment, which is felt to be better supported by the actual
comparables presented earlier.
For purposes of our analysis, we used a terminal overall capitalization rate which is 50 basis points
higher than the going-in rate.
Reversion Sales Charge: We used a figure of three percent of sales and closing costs.
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Discount Rate: Based on the information from the PWC survey and our research in the market, we
used a discount rate of 7.0%.
Please refer to the cash flows to follow. The first considers the property tax abatement and the
second does NOT consider any tax abatement.
Decontrol Value DCF - With Tax Exemption
1

2

3

4

REVENUE
Apartment Rental Income
Plus: Other Income
Total Gross Potential Income
Vacancy Percentage
Less: Vacancy
Effective Gross Income

$1,046,419
$7,560
$1,053,979
3.0%
-$31,619
$1,022,360

$1,092,020
$7,673
$1,099,693
3.6%
-$39,589
$1,060,104

$1,138,753
$7,789
$1,146,542
4.0%
-$45,862
$1,100,680

$1,232,855
$7,905
$1,240,760
5.0%
-$62,038
$1,178,722

EXPENSES
Real Estate Taxes
Direct Assessments
Insurance
Utilities
R&M / Apartment Turn
Pest Control
Lanscape Maintenance
Security
On site salaries / Payroll
Tenant Services
CALHFA / City / Bond Fees
Administration
Mgt. Fees
Advertising
Reserves
Total Expenses
Percent of Gross Income
Expenses/Unit

$11,139
$10,672
$25,000
$98,000
$70,000
$10,500
$12,000
$35,050
$119,000
$241,500
$26,200
$45,500
$35,783
$350
$35,000
$775,693
73.6%
$11,081

$11,361
$10,885
$25,375
$99,470
$71,050
$10,658
$12,180
$28,557
$105,865
$171,586
$18,615
$36,591
$37,104
$1,314
$35,525
$676,136
61.5%
$9,659

$11,589
$11,103
$25,756
$100,962
$72,116
$10,817
$12,363
$23,878
$95,918
$122,561
$13,297
$30,196
$38,524
$1,954
$36,058
$607,090
52.9%
$8,673

$128,762
$11,325
$26,142
$102,476
$73,197
$10,980
$12,548
$12,180
$71,050
$0
$0
$14,210
$47,149
$3,553
$36,599
$550,171
44.3%
$7,860

$246,667

$383,969

$493,590
-$105,741
-$26,000

$628,551

0.934579439

0.873438728

0.816297877

0.762895212

$230,530

$335,373

$271,175

Reversion
Year 4 NOI
Terminal Cap Rate
Gross Reversion Price
Sales Expense
Net Reversion
Discount Factor
PV of Reversion

$628,551
5.50%
$11,428,202
-$342,846
$11,085,356
0.81629788
$9,048,952

91.53%

PV of Cash Flow
Total Value
DCF Value Rounded

$837,078
$9,886,030
$9,900,000

8.47%
$141,229
$141,429

Net Operating Income
Less Rent Loss
Less: Advertising & Leasing
HAP
LIHTC
Difference
Discount Factor
PV of Net Income

Decontrol Value DCF - Without Tax Exemption
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1

2

3

4

REVENUE
Apartment Rental Income
Plus: Other Income
Total Gross Potential Income
Vacancy Percentage
Less: Vacancy
Effective Gross Income

$1,046,419
$7,560
$1,053,979
3.0%
-$31,619
$1,022,360

$1,092,020
$7,673
$1,099,693
3.6%
-$39,589
$1,060,104

$1,138,753
$7,789
$1,146,542
4.0%
-$45,862
$1,100,680

$1,232,855
$7,905
$1,240,760
5.0%
-$62,038
$1,178,722

EXPENSES
Real Estate Taxes
Direct Assessments
Insurance
Utilities
R&M / Apartment Turn
Pest Control
Lanscape Maintenance
Security
On site salaries / Payroll
Tenant Services
CALHFA / City / Bond Fees
Administration
Mgt. Fees
Advertising
Reserves
Total Expenses
Percent of Gross Income
Expenses/Unit

$108,453
$10,672
$25,000
$98,000
$70,000
$10,500
$12,000
$35,050
$119,000
$241,500
$26,200
$45,500
$35,783
$350
$35,000
$873,008
82.8%
$12,472

$110,622
$10,885
$25,375
$99,470
$71,050
$10,658
$12,180
$28,557
$105,865
$171,586
$18,615
$36,591
$37,104
$1,314
$35,525
$775,396
70.5%
$11,077

$112,835
$11,103
$25,756
$100,962
$72,116
$10,817
$12,363
$23,878
$95,918
$122,561
$13,297
$30,196
$38,524
$1,954
$36,058
$708,336
61.8%
$10,119

$128,762
$11,325
$26,142
$102,476
$73,197
$10,980
$12,548
$12,180
$71,050
$0
$0
$14,210
$47,149
$3,553
$36,599
$550,171
44.3%
$7,860

$149,352

$284,708

$392,344
-$105,741
-$26,000

$628,551

0.934579439

0.873438728

0.816297877

0.762895212

$139,582

$248,675

$188,528

Reversion
Year 4 NOI
Terminal Cap Rate
Gross Reversion Price
Sales Expense
Net Reversion
Discount Factor
PV of Reversion

$628,551
5.50%
$11,428,202
-$342,846
$11,085,356
0.81629788
$9,048,952

94.01%

PV of Cash Flow
Total Value
DCF Value Rounded

$576,785
$9,625,737
$9,630,000

5.99%
$137,511
$137,571

Net Operating Income
Less Rent Loss
Less: Advertising & Leasing
HAP
LIHTC
Difference
Discount Factor
PV of Net Income
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The Investment Value (Based on Restricted Rents & Reflecting Value of Low Income Housing Tax
Credits) is defined as the value utilizing restricted rents and including the value of the Federal Low
Income Housing Tax Credits. The LIHTC program is a dollar-for-dollar federal tax credit to
promote affordable housing investment. Taxpayers with expected federal income tax liability
provide equity contributions for the development of affordable housing. Project developers apply
for an allocation of LIHTCs from the California Department of Housing. If the project developer
receives an allocation, the project developer seeks capital contributions from LIHTC investors, who,
in return, receive the LIHTCs to offset the LIHTC investors’ federal tax liability.
We have surveyed several investors and one builder for their opinions of probable value for the
subject federal tax credits. The results of our survey are shown in the following table.
Tax Credit Survey
Company

Type

Estimated Value of Fed Tax Credits

Edison Capital

Investor

$0.90 to $1.03

Transamerica

Investor

$0.95 to $1.05

Related Companies

Investor

$0.98 to $1.07

Affordable Builder

$0.95 to $1.07

Orange Housing Development

Tax Credits
The Developer has obtained a preliminary reservation from the California Tax Credit Application
Committee (CTCAC) dated August 2019 for $684,137 per year for ten years in Federal Credits.
General Background on the Tax Credit Program
The Low Income Housing Tax Credit (LIHTC) program provides tax credits for owners and
investors in qualified low-income housing projects that have been acquired, constructed or
rehabilitated since 1986. A tax credit is a dollar-for-dollar deduction in the federal tax liability for
the property owner or investor. In return for the tax credits, the investor provides cash that is used
by the developer for a low-income housing project. The credit is available over a ten-year period.
Investors can begin taking the tax credit either during the year the project is placed in service or in
the following tax year. Each state must set aside at least 10 percent of the credits for projects
developed by nonprofit agencies. State agencies evaluate each project to ensure that the amount of
tax credits allocated to the project do not exceed that necessary for financial feasibility as a qualified
low-income project through the 1 0-year credit period. In California the agency is the California Tax
Credit Allocation Committee (TCAC). The most common form of ownership of the tax-credit lowincome housing projects is a limited partnership. In the case of the subject property, a nonprofit
agency will own .01 percent as a general partner and the limited partnership will own 99.99 percent
of the tax credit "items, intangible component". In the case of a nonprofit agency serving as the
general partner, the agreement usually defines the terms on which the nonprofit agency can buy out
the for-profit limited partnership after the tax credits are exhausted, the powers of and limitations
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on the general partner and the division of cash from operations, resale or refinance. The amount of
the tax credit will vary as to the interest rate, which changes with the US Treasury.
We have found the typical transaction involving tax credits involves the general non-profit retaining
a .01% to 1% and selling the remaining interest to the limited partner, which is the tax credit
investor. Following the current sales are the 90 day LOI pricing for the first round of 9% LIHTCs
of 2016 prepared by the California Tax Credit Allocation Committee. Note: the initial application
pricing and the 90 day pricing is the final pricing (CTCAC has not published the 2017 90-day
pricing).
We have found the typical transaction involving tax credits involves the general non-profit retaining
a .01% to 1% and selling the remaining interest to the limited partner, which is the tax credit
investor.
Please refer to the following 2017-2019 LIHTC tax credit sales.
TAX CREDIT SALES
4%/ 9%
TC

Project Name

No.
Units

1

4%

Gramercy Place
SN

64

Los Angeles

Hollywood
Community Housing

US Bank

Jan-19

May-21

$1.015

2

9%

Villa de Vida
Poway SN

54

Poway

Mercy Housing

Wells Fargo
Bank

Dec-18

Jan-21

$1.000

3

9%

The Grove
Seniors

81

Vista

Wakeland Housing

Wells Fargo
Bank

Dec-18

Oct-20

$1.010

4

9%

Las Praderas
(USDA RA)

60

Calexico

Chelsea Investment

Wells Fargo
Bank

Dec-18

Jun-20

$0.990

5

9%

Della Rosa SN

50

Westmister

Affirmed Housing

US Bank

Dec-18

Dec-20

$0.990

6

4%

Missouri Place
SN

74

Los Angeles

Thomas Safran

Bank of
America

Nov-18

Dec-20

$1.010

7

9%

Sierra Madre
Cottages Senior

40

Santa Maria

People’s Self Help

Enterprises

Oct-18

Nov-20

$0.970

8

9%

Vistas del
Puerto SN

48

Long Beach

Clifford Veers Holding

Wells Fargo
Bank

Sep-18

Oct-20

$0.993

9

9%

Ontario
Emporia Family
Apts

75

Ontario

Related Company

US Bank

Sep-18

Sep-20

$.98 fed/$.774 st cert

10

4%

McCadden
Campus Senior

98

Los Angeles

Thomas Safran

Wells Fargo
Bank

Aug-18

Oct-20

$1.0182 fed/$.82 st

11

9%

Westmont Vista
SN

39

Los Angeles

Abode Communities

Wells Fargo
Bank

Aug-18

Aug-20

$1.015

12

4%

Curtis Johnson
Mod Rehab

48

Los Angeles

Community
Preservation Partners

WNC

Feb-18

Jun-19

$0.973

13

4%

C4 Coronado,
Mod Rehab

35

Coronado

Interfaith Housing

Redstone
Equity
Partners

Feb-18

Jun-19

$0.910

No.

City

Sponsor

Investor

Date LIO
Signed

Date Placed in
Service

Purchase Price Per
Tax Credit Dollar

The trend in sale prices is supported by the following chart which summarizes the change in tax
credit pricing:
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The sale prices for low income housing tax credits have changed dramatically starting in 2017. After
the United States presidential election in November 2016, investor’s of tax credits were concerned
with a potential change in the corporate tax rate. The 2017 Federal tax rate for US corporations was
approximately 35%. The 2018 Federal tax rate for US corporations is currently 21%. Included in
the pricing of the tax credit is the depreciation of the improvements and the interest deduction on
the debt (hard and residual). As the tax rate changes, the amount of deductions also decreases. At
the old 35% Federal tax rate a typical complex priced at $1.10 would be priced today at
approximately $.97 assuming the equity investor achieves the same rate of return at a 21% Federal
corporate tax rate.
The market for LIHTC equity investors of tax credits shifted downward in March 2017 to the mid
$.90’s, then in the 3rd and 4th quarter of 2017 the price increased up to $1.05 per tax credit dollar
(for a 9% LIHTC, new construction). A mod rehab 4% LIHTC is usually priced lower than a 9%
LIHTC. Now that the tax reform has been signed into law, the price for the tax credits stabilized
during 2018.
The following information was derived from a letter dated December 6, 2019 from

117
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Giving greatest weight to the tax credit sales and the LOI in place, the appraisers estimate total tax
credits in the amount of $6,570,513 which equates to a tax credit equity $6,636,218 (based on $1.01
per credit). Therefore, we have concluded that the value of the tax credits similar to what has been
projected by the potential buyer, that being, $6,636,218.
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In this scenario, we will calculate the Net Present Value of the Section 8 Contract. We requested
but were not provided with the actual or draft contract, or the terms of the contract. According to
our discussions with the developer representative, the term will be 15 years.
The Potential Gross Restricted Income is summarized in the following chart:
PGI - Restricted Type

Qty

AMI

Studio

69

1+1

1

60.0%
N/A

Income Projections

Rent/Mo

Monthly
Income

Annual
Income

$1,246

$85,974

$1,031,688

$0

$0

$0

$85,974

$1,031,688

The value in this scenario is based on the present value of the estimated incremental difference
between the County/CALHFA rents and HAP Contract rent levels. The value of this scenario is
subject to which the County/CALHFA levels are associated with the 69 HAP Contract units. For
purposes of this analysis we have used the developer’s projected allocation of the subsidized HAP
units all at the 60% of AMI level. These units will reportedly have a hypothetical rent at 59% AMI,
however, we were not provided with that calculation and used the 60% AMI restricted figure of
$1,246 per month. We reserve the right to modify this report if the HAP Contract units are allocated
differently than indicated or if the rent levels differ from those provided.
Discount Rate Analysis
The discount rate derivation is among the most difficult and subjective estimates of the yield
capitalization technique. The difficulty in estimating a single "market" rate is that investors tend to
analyze discount rates in numerous ways based on their particular investment criteria. Surveys find
that many investors derived a discount or yield rate (IRR) by adding the average net income growth
rate projected over the holding period to their real rate of return (RRR). In addition, it was found that
several of the investors base their discount rate on an analysis of:
<
<
<
<
<
<
<
<

Discount rates utilized in the sales of comparable properties.
Market surveys.
Both the inflation rate and the market rent growth rate.
A reasonable "spread" or "build-up" over Treasury Yields.
Long-term investment yields.
Client Criteria (advisors).
Mortgage interest rates weighted with desired equity yield rates.
Risk, product type, location, and source of funds.

In estimating market value, the discount rate must represent the "typical" investor's yield
requirements. For purposes of this analysis, broad based surveys of various investors are considered
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to provide the most reliable indication of yield requirements for the subject property. The discount
rate selection is based on the PwC Real Estate Investor Survey completed in the 4th Quarter 2019.
This national survey represents a wide range of properties and investors. In applying the survey to
the subject, the particular strength of the subject's income stream must be considered. In this case,
the income stream is based on the initial HAP Contract term of 15 years, resulting in more uncertainties in the future projections of income compared to a shorter term. The primary risk in this
Scenario is not receiving sufficient appropriations from HUD to cover the subsidy. Based on our
primary interviews with market participants there appears to be support from both political parties
in the federal government for the Section 8 program, suggesting long term funding for the program
is perceived as very stable. Based on these factors, a discount rate of 7.00% towards the low end of
the range appears reasonable.
Annual Potential Gross Income – LIHTC Rent
The value in this scenario is based on the present value of the estimated incremental difference
between the County/CALHFA levels and HAP Contract rent levels. The value of this scenario is
subject to which County/CALHFA rent levels are associated with the HAP Contract units. For
purposes of this analysis we have used the developer’s projected allocation of the subsidized HAP
units all at the 60% of AMI level.
Income Escalation
The subject’s restricted rental income increase is estimated at 1.0% per year for both income streams
based on long term anticipated increase in AMI and payment standard adjustments.
Discount Rate Analysis
The discount rate derivation is among the most difficult and subjective estimates of the yield
capitalization technique. The difficulty in estimating a single "market" rate is that investors tend to
analyze discount rates in numerous ways based on their particular investment criteria. Surveys find
that many investors derived a discount or yield rate (IRR) by adding the average net income growth
rate projected over the holding period to their real rate of return (RRR). In addition, it was found that
several of the investors base their discount rate on an analysis of:
•
•
•
•
•
•
•
•

Discount rates utilized in the sales of comparable properties.
Market surveys.
Both the inflation rate and the market rent growth rate.
A reasonable "spread" or "build-up" over Treasury Yields.
Long-term investment yields.
Client Criteria (advisors).
Mortgage interest rates weighted with desired equity yield rates.
Risk, product type, location, and source of funds.

In estimating market value, the discount rate must represent the "typical" investor's yield
requirements. For purposes of this analysis, broad based surveys of various investors are considered
to provide the most reliable indication of yield requirements for the subject property. The discount
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rate selection is based on the PwC Real Estate Investor Survey (Formerly Korpacz) completed in
the 4th Quarter 2019. This survey includes market indicators based on a cross section of major
national investors, pension funds, REITs, insurance companies, real estate advisors and financial
institutions.
PWC REAL ESTATE INVESTOR SURVEY

Survey

Cap-Rate
(Current Quarter)
Range
Avg.

Discount Rates
(Current Quarter)
Range
Avg.

Expense Change
(Current Quarter)
Range
Avg.

PwC Real Estate Investor Survey - All Apartments National

3.50%-7.0%

5.15%

5.50%-10.0%

7.10%

0.0%-3.0%

2.60%

PwC Real Estate Investor Survey - Pacific Region Market

3.65%-6.0%

4.46%

5.50%-10.0%

6.60%

0.0%-3.0%

2.23%

Survey

(Last Quarter)
Range
Avg.

(Last Quarter)
Range
Avg.

(Last Quarter)
Range
Avg.

PwC Real Estate Investor Survey - All Apartments National

3.75%-7.0%

5.10%

5.50%-10.0%

7.09%

0.0%-3.0%

2.59%

PwC Real Estate Investor Survey - Pacific Region Market

3.65%-6.0%

4.54%

5.50%-10.0%

6.60%

0.0%-3.0%

2.23%

This national survey represents a wide range of properties and investors. In applying the survey to
the subject, the particular strength of the subject's income stream must be considered. In this case,
the income stream is based on the initial HAP Contract term of 15 years, resulting in more
uncertainties in the future projections of income compared to a shorter term. The primary risk in this
Scenario is not receiving sufficient appropriations from HUD to cover the subsidy. Based on our
primary interviews with market participants there appears to be support from both political parties
in the federal government for the Section 8 program, suggesting long term funding for the program
is perceived as very stable. Based on these factors, a discount rate of 7.00% towards the lower end
of the range appears reasonable.
Conclusion
The following tables illustrates the Present Value of the Section 8 HAP Overage Rents over the
County/CALHFA rental rates (neither income figure reflects the manager’s free rent).
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Year

HAP

County/CalHFA*

Difference

Discount Factor

Present Value

1

$1,133,800

$1,008,071

$125,729

0.9345794393

$117,504

2

$1,145,138

$1,018,152

$126,986

0.8734387283

$110,915

3

$1,156,589

$1,028,333

$128,256

0.8162978769

$104,695

4

$1,168,155

$1,038,617

$129,539

0.7628952120

$98,824

5

$1,179,837

$1,049,003

$130,834

0.7129861795

$93,283

6

$1,191,635

$1,059,493

$132,142

0.6663422238

$88,052

7

$1,203,552

$1,070,088

$133,464

0.6227497419

$83,115

8

$1,215,587

$1,080,789

$134,799

0.5820091046

$78,454

9

$1,227,743

$1,091,596

$136,146

0.5439337426

$74,055

10

$1,240,020

$1,102,512

$137,508

0.5083492921

$69,902

11

$1,252,421

$1,113,538

$138,883

0.4750927964

$65,982

12

$1,264,945

$1,124,673

$140,272

0.4440119592

$62,282

13

$1,277,594

$1,135,920

$141,675

0.4149644479

$58,790

14

$1,290,370

$1,147,279

$143,091

0.3878172410

$55,493

15

$1,303,274

$1,158,752

$144,522

0.3624460196

$52,382

Totals

$1,213,728

Rounded

$1,210,000

* Based on income at 60% AMI for 69 units, or $1,246 per month x 69 units
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ADDENDA

EXHIBIT A

Qualifications of
TRENT POLLARD
TLP | REALTY ADVISORS
30497 Canwood Street, Suite 201, Agoura Hills, California, 91301 * 818-851-9474 O * 818-618-1000 - C
Education
University of Southern California
Bachelor of Science
Business Administration
Emphasis:
Real Estate Finance
General Real Estate Courses
Urban Real Estate
Real Estate Valuation
Real Estate Finance and Investment
Real Estate Law
Principles of Real Estate
Real Estate Practice
Real Property Management

Appraisal Institute Education
110, 120, 310 & 320 - Equivalency Completed
Standards of Professional Practice 410A/410B

Experience
TLP Enterprises Inc. 2017 to Present (Principal)
Abergel & Associates Incorporated 1995-2017 (Vice President)
Abergel & Renken 1995 (Vice President)
Stephens-Mason Associates 1992-1995 (Staff Appraiser)
Professional Credentials
California Certified General Real Estate Appraiser, License No. AGO24705
California Certified Real Estate Broker, License No. 01206601
Clients
Banks, Insurance Companies, Mortgage Brokers, Law Firms, Private and Institutional Investors, Developers and
Property Owners, Mortgage Brokers and Cities and Municipalities
Interests Appraised
Fee Simple Interest, Leased Fee Interest, Leasehold Interest, Sandwich Interest and Fractional Interest
Specialties
Multifamily Valuation - Conventional / Mixed-Use / Live-Work / Income Restricted (HUD - Housing Assistance
Payment Contracts (HAP) / MAP (Multifamily Accelerated Processing) - Sections 221 and 223 / LIHTC (Low
Income Housing Tax Credits) / CDLAC (California Debit Limit Allocation Committee) / Multifamily Revenue
Bonds / Age (aka ‘Senior’) and Income Restricted / Student Housing / Vacant Land, Fannie Mae and Freddie
Mac - DUS (Delegated Underwriting and Servicing) and SBL (Small Balance Loan) Programs.
Other Experience
Industrial, Retail, Office, Residential Subdivisions

EXHIBIT B

EXHIBIT C

EXHIBIT D

EXHIBIT E

EXHIBIT F

