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RE:

Appraisal of a Proposed 16-Unit Development
Eight - Conventional Apartments and Eight - Co-Living Units With 40 - ‘Rooms/Suites’
Los Angeles (

), California

Dear Mr. Martin:
In accordance with your request, we made an examination of the above-referenced proposed
apartment complex, for the purpose of estimating the following value scenarios:
1)
2)
3)
4)

Fee Simple Market Value “As Is” (land improved with a tear down structure)
Fee Simple Prospective Market Value Upon Completion of Construction (Future Date Upon Completion - Construction is completed; pre-leasing has occurred)
Fee Simple Prospective Market Value Upon Stabilization (Future Date - Upon Stabilization Prospective market value as of the date that the subject property is anticipated to achieve
stabilized occupancy)
Insurable Cost

Definition of Appraisal Assignment and Report Format ~ This is an appraisal prepared in Appraisal
Report format which has been prepared in accordance with the Uniform Standards of Professional
Appraisal Practice (USPAP), the Office of the Comptroller of the Currency (OCC), the Federal
Deposit Insurance Corporation (FDIC), the Financial Institutions Reform, Recovery, & Enforcement
Act (FIRREA), and the appraisal requirements of the client.
Property Summary ~ As of the date of value, the site was improved with a - tear down structure. The
proposed improvements consist of a 16-unit ‘co-living’ development with eight - studio units and
eight - co-living unit. Each co-living unit contains five - suites/rooms with attached bathroom for
a total of 48 - rentable dwelling units (eight studio units and 40 - co-living suites). The studio units
are traditional units with a living area, kitchen and bathroom. The co-living suites will contain a
common kitchen and five suites/rooms with an attached three-quarter bathroom. The new structure
will contain seven stories (six stories over a ground level and subterranean parking garage) and will
be completed by January 1, 2022.
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As a result of this investigation and an analysis of matters pertinent to the property value, we have
concluded that the fee simple “As Is” market value (vacant land improved with a tear down structure
and entitled for 16 multifamily units), thereof, as of December 5, 2019, is as follows: $6,060,000.
SIX-MILLION SIXTY-THOUSAND DOLLARS
The concluded Fee Simple Prospective Market Value Upon Completion of Construction (assumes
eight - singles and eight co-living units with five suites per co-living unit) of the proposed
improvements, as described elsewhere in this report, as of January 1, 2022, is as follows:
$22,200,000.
TWENTY-TWO MILLION TWO-HUNDRED THOUSAND DOLLARS
The concluded Fee Simple Prospective Market Value Upon Stabilization (assumes eight - singles
and eight co-living units with five suites per co-living unit) of the proposed improvements, as of May
1, 2022, is as follows: $22,600,000.
TWENTY-TWO MILLION SIX-HUNDRED THOUSAND DOLLARS
Allocation of Value for Personal Property ~ It is important to note that the subject property
complex contains personal property (i.e., kitchen appliances) which have been estimated by the
appraisers to have a total cost new which equates to 1.4% of the total value indication ($322,039 ÷
$22,600,000). 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.
Extraordinary Assumption(s)
It is noted that the use of extraordinary assumptions or hypothetical conditions might affect the
assignment results. In the case of the subject, there are no hypothetical conditions.
1) It is an extraordinary assumption of this appraisal report that the unit mix and unit sizes utilized
in this appraisal report will not deviate from the actual unit mix and unit sizes which will be
constructed onsite. This is especially important given the fact that the first set of plans (not stamped
by the city) showed a total of 40 income producing units (based on four suites per co-living unit with
a common area living room, kitchen and bathroom). However, we were provided with a second set
of plans (stamped by the city) which showed a total of 48 income producing units (based on eight
studio units and five suites per co-living unit). It is an extraordinary assumption of this appraisal
report that the co-living units will contain five income producing suites per co-living unit and with
the exception of the galley kitchen, no additional common areas.
2) It is an extraordinary assumption of this appraisal report that the subject property does not
contain any low income rent restrictions (i.e., other than those noted), age restrictions OR favorable
bond financing.
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3) The appraisers were not provided with an ALTA survey and therefore assume that the boundary
lines and site size established by the Los Angeles County Tax Assessor are reasonably accurate.
4) It is an extraordinary assumption of this appraisal report that the proposed appliance package and
amenity package will not deviate from that which was detailed to the appraiser.
5) We were not provided with a soils report. It is an extraordinary assumption of this report that
there are no adverse soil conditions that would adversely affect the value or prohibit the highest and
best use of the subject site.
6) It is an extraordinary assumption of this appraisal report that the information related to the
budgeted construction costs are reasonably accurate.
7) The prospective market values are based on the extraordinary assumption that the proposed
improvements are complete as of the future dates of value.
Hypothetical Condition(s)
1) None.
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 our 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, unbiased professional analysis, opinions, and conclusions.

3)

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

4)

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

5)

My engagement in this assignment was not contingent upon developing or reporting predetermined results. Nor was this
appraisal assignment based on a requested minimum valuation, a specific valuation, or the approval of a loan.

6)

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

7)

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

8)

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

9)

No one provided significant professional assistance to the person signing this report.

10)

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

11)

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

12)

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 present or prospective owners, occupants or users of the properties in the vicinity of the subject
property.

13)

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

14)

I have performed no 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

PREMISES OF THE APPRAISAL

SALIENT FACTS AND CONCLUSIONS
Property Name:

Not Applicable.

Property Type:

Proposed 16-Unit Apartment Complex comprised of eight - studio units
(conventional) and eight - co-living units with 40 rooms/suites (totaling 48
income producing units).

Location:
Site:

Existing
Improvements:

Proposed
Improvements:

Entitlement Status:

The subject site consists of an rectangularly shaped parcel which contains a
total of 9,075.6 square feet or 0.208 acres (via Assessor’s Map) and is fully
improved.
The existing improvements consist of a vacant, 10-unit two-story garden
style apartment complex constructed in 1973. The existing improvements
contain limited contributory value.
As of the date of value, the site was improved with a - tear down structure.
The proposed improvements consist of a 16-unit ‘co-living’ development
with eight - studio units and eight - co-living unit. Each co-living unit
contains five - suites/rooms with attached bathroom for a total of 48 rentable dwelling units (eight studio units and 40 - co-living suites). The
studio units are traditional units with a living area, kitchen and bathroom.
The co-living suites will contain a common kitchen and five suites/rooms
with an attached three-quarter bathroom. The new structure will contain
seven stories (six stories over a ground level and subterranean parking
garage) and will be completed by January 1, 2022.
Based on a review of info from the City of Los Angeles, the site was entitled
and approved for the proposed development. It is an extraordinary
assumption of this appraisal report that the improvements as proposed will
be in compliance with all appropriate development standards.

Assessor's
Parcel Number:
Zoning:

[Q] R4-1 (Multiple Dwelling - Height District 1) by the City of Los Angeles.

Census Tract:

1898.00.
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SALIENT FACTS AND CONCLUSIONS (CONTINUED)
Remaining
Economic Life:

Based on a review of the Marshall & Swift Cost Estimating Service,
subsequent to completion of construction, the subject will have a remaining
economic life of 50 years.

Current Owner:

According to public records, the subject is owned by

.

Property History:

Based on information from the Buyer’s/Borrower’s Settlement Statement,
title was acquired on August 22, 2017 via Instrument
for a
reported $3,500,000. The seller was reported to be
According to the developer, this was an off-market transaction in which the
buyer approached the seller.
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 previous information appears to be accurate.
Besides the 2017 transfer, no additional transfers have occurred in the past
three years. However, no warranty is given or implied.

Reconciliation W/
Appraised Value:

Dates of Value
Estimates:

Our estimate of the As Is value equates to $6,060,000 which is higher than
the August 2017 purchase of $3,500,000. The increase in value is supported
by a below market purchase price (buyer approached seller), increased
market conditions and costs (primary entitlements) spent to date by the
owner.
December 5, 2019 - As Is Value.
January 1, 2022 - PMV Upon Completion of Construction.
May 1, 2022 - PMV Upon Stabilization.

Date of Report:

January 31, 2020.

Rights Appraised:

Fee Simple Estate.

Highest and Best
Use:

As Vacant:

To construct a multifamily development similar to the
proposed project.
As Improved: To demolish the existing improvements and construct the
proposed project as described throughout this appraisal.
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SALIENT FACTS AND CONCLUSIONS (CONTINUED)
Fee Simple As Is Market Value as of December 5, 2019

$6,060,000

Prospective Market Value
Upon Completion of Construction as of January 1, 2022

$22,200,000

Prospective Market Value Upon Stabilization Conclusions as of May 1, 2022
Cost Approach:
$22,100,000
Income Capitalization Approach:
$22,600,000
Sales Comparison Approach:
$24,000,000
Final PMVSO Conclusion:

$22,600,000

Insurable Cost:

$8,800,000

Intended User of the Appraisal ~
Intended Use of the Appraisal ~

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 is an appraisal prepared in Appraisal Report format which has been prepared in accordance
with the Uniform Standards of Professional Appraisal Practice (USPAP), the Office of the
Comptroller of the Currency (OCC), the Federal Deposit Insurance Corporation (FDIC), the
Financial Institutions Reform, Recovery, & Enforcement Act (FIRREA), and the appraisal
requirements of the client. 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 are
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:

5

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 Los Angeles, and sources as compiled
by the Planning Department, and the Chamber of Commerce.
The flood and earthquake zone information was provided by FEMA and the City of Los Angeles.
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/developer provided the following information with regard to the
subject property:
1)
2)
3)
4)

Architectural Plans
Cost Budget
Proforma
Construction Timeline

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, Inc.
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 Los Angeles Planning
Department.
Status of entitlement, moratoriums, occupancy permits, required retrofitting, 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 Los Angeles Planning Department.

Site Inspection
Subject property: The subject property was inspected on December 5, 2019.
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.
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SCOPE OF THE APPRAISAL (CONTINUED)
Comparables: The appraiser has visited the exterior of all improved and rental comparables and
noted the overall physical characteristics of each.
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 vacant.
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/Unit
basis and charted with an adjustment grid. In addition, we presented an GRM analysis for additional
support.
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, Sales and Income 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.
This condition estimates the market value of the subject property as it existed on the date of the
inspection, December 5, 2019.
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 Stabilization: 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.
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DEFINITIONS (CONTINUED)
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.
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.

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.

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.
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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 December 5, 2019. 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 December 5, 2019.
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.
It is an extraordinary assumption of this report that there are no adverse environmental conditions which would affect the value or the highest and best
use of the site. 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.
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
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ASSUMPTIONS AND LIMITING CONDITIONS (CONTINUED)
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, or any reference to the Appraisal Institute, or the MAI designation) 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. 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.
The appraiser has personally inspected the subject property on December 5, 2019, and except as noted in this report, finds no obvious evidence of
structural deficiencies in any improvements located on the subject property; however, the appraiser assumes no responsibility for hidden defects or
non-conformity with specific governmental requirements, such as fire, building and safety, earthquake or occupancy codes, unless inspections by
qualified independent professionals or governmental agencies were provided to the appraiser. Further, the appraiser is not a licensed engineer or
architect and assumes no responsibility for structural deficiencies not apparent to the appraiser at the time of his inspection.
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 and the City of Los Angeles Department of Building and Safety, relating to flood and earthquake zone
information.
As interior inspections were not made of all the units within the subject property, it is an assumption that no abnormal conditions exist therein.
Income and expense data related to the property being appraised was provided by the client and is assumed, but not warranted, to be accurate.
The appraisers requested but were not provided with a preliminary title report. It is an extraordinary assumption of this appraisal report that there are
no 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.
No soils or geological studies or reports were made available to the appraiser. As no soil or geologic reports were available for review, 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 electro-magnetic 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
electro-magnetic 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 electro-magnetic field.
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PRESENTATION OF DATA

AREA ANALYSIS
AREA ANALYSIS
City of Los Angeles
The City of Los Angeles, America’s second
largest city after New York, stretches along the
Pacific coast of southern California. Its coastline
runs 76 miles from Malibu to Long Beach, while
inland the city spreads out to fill a vast, flat, arid
basin ringed by the Santa Monica and San
Gabriel mountains. Downtown Los Angeles lies
16 miles inland from the coast. The city is 468
square miles and has an irregular shape with the
most expansive areas being in the northern part of
the city and tapering down to a strip in the
southern portion. The cities surrounding Los
Angeles include Pasadena, Burbank, Malibu,
Torrance and Long Beach.
The City of Los Angeles, for purposes of
discussion, is divided into four major
geographical areas.
•

The Metro Region is “downtown” and its
surrounding areas, including Hollywood, South Central and Mid-Wilshire neighborhoods. Most of the older
neighborhoods are located in the Metro Region. It is the area of highest residential and commercial density.

•

The Western Region is located west of downtown extending to the Pacific Ocean. It includes the Brentwood, Bel
Air and Venice neighborhoods and the Los Angeles International Airport (LAX).

•

The San Fernando Valley Region is located north the Hollywood Hills and includes the Encino, Van Nuys and
Northridge neighborhoods. The San Fernando Valley has a distinctive suburban character.

•

The Harbor Region is located along the southern tip of the Los Angeles peninsula and contains the Port of Los
Angeles.

Population
The City of Los Angeles has an estimated January 2019 population of 4,040,079 residents, making
it one of the largest cities in the United States. This figure is roughly 0.44% higher than the
estimated January 2018 population of 4,038,313 residents. Population figures are illustrated in the
following chart, as provided by the California Department of Finance, Demographic Research Unit.
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AREA ANALYSIS (CONTINUED)

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

Attached

2 to 4

5 Plus

Mobile
Homes

Total

%
Change

2000

524,781

87,775

129,066

586,950

9,082

1,337,654

--

2010

557,441

86,515

125,584

632,386

10,080

1,412,006

5.27%

2015

556,754

86,935

128,406

658,603

10,081

1,440,779

2.04%

2016

556,927

87,030

129,067

670,166

10,081

1,453,271

0.87%

2017

557,395

87,144

129,838

685,387

10,081

1,469,845

1.14%

2018

557,999

87,903

130,497

697,216

10,082

1,483,697

0.94%

2019

558,735

91,745

131,366

708,564

10,082

1,500,492

1.13%

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

Household Income / Housing Units
The estimated average household income in City of Los Angeles was derived from STDB Online
to be $93,200 in 2019. The estimated median income for 2019 is $59,036. The table below displays
the City’s household income.
2019
Estimate

2024
Projection

Percent Change
‘19-‘24

Average Household Income

$93,200

$109,462

17.4%

Median Household Income

$59,036

$70,883

20.1%

Per Capita Income

$32,359

$37,982

17.4%
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AREA ANALYSIS (CONTINUED)
According to STDB Online, as of 2019 there were 1,482,396 total housing units; 33.9% (501,788)
units were owner-occupied, 59.4% (880,205) were renter-occupied, and 6.8% (100,403) were
vacant. The total number of housing units is expected to increase by 2.5% to 1,520,074 in 2024.
Housing Units - City of Los Angeles
Percent Change
2010 Census
Total Housing Units

2019 Estimate

2024 Projection

‘10 to ‘19

‘19 to ‘24

1,414,105

--

1,482,396

--

1,520,074

--

4.6%

2.5%

Owner-Occupied

503,879

35.6%

501,788

33.9%

515,353

33.9%

-0.4%

2.6%

Renter-Occupied

814,393

57.6%

880,205

59.4%

904,181

59.5%

7.5%

2.7%

Vacant

95,833

6.8%

100,403

6.8%

100,540

6.6%

4.6%

0.1%

Transportation
Los Angeles contains a complex freeway system of more than 160 miles, which combine federal,
state, and local highways. Main access to the city is provided by the Santa Monica Freeway
(Interstate Highway 10), which bisects the city in an essential east/west direction. The Santa Monica
Freeway extends from Santa Monica to downtown Los Angeles and bisects many other major
freeways in Los Angeles County. In addition, there are 5,400 miles of other roadways in the city.
The busiest intersection is at Wilshire and Sepulveda Boulevards.
There are four airports operated by the City of Los Angeles including Agua Dulce; Los Angeles
International Airport; Ontario International Airport (located in neighboring San Bernardino County);
and the Van Nuys Airport.
Public bus systems include Santa Monica City Bus Line and the Los Angeles County Metropolitan
Transportation Authority (MTA). As of November 2016, the Metro Buses cover 1,433 square miles,
170 individual routes, and a total of 15,967 bus stops.
The Metro-rail system, spanning 105 miles of service and comprised of four light rail lines and two
subway lines, also services the Los Angeles area. The Blue Line runs 22 miles from Long Beach
to downtown. The Green Line runs approximately 20 miles from El Segundo to Norwalk. The Red
and Purple Lines (the only heavy rail lines in the system) serves as the hub of the metro-rail system.
Including 6 miles from Downtown to the Hollywood neighborhood, the Red and Purple Lines total
16 miles. The Gold Line spans 27 miles, extending from Downtown Los Angeles to Pasadena. And
the newest line, the Expo Line, constructed in 2012, covers roughly 19 miles from Downtown Los
Angeles through Jefferson Park, and into Santa Monica.
Employment and Industry
The city is one of the most important industrial and financial centers of the US. Some of the most
important activities include aeronautical, petroleum and film industries. The city also has a
diversified economy: over 60% of the largest companies in California have their head offices there.
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AREA ANALYSIS (CONTINUED)
The city's manufacturing industry is the largest in the United States and the region's economy is
highly diversified. Manufactured materials range from petroleum, chemicals, food products and
electronic and computer components. Leading industries include professional management,
biotechnology, financial services, entertainment, agriculture, and tourism.
Los Angeles also serves as the largest center for international trade in the country. As the nation's
primary gateway to the Pacific Rim and an increasingly important one to Latin America and Europe,
the city offers a vast array of opportunities to meet with global business.
Employment as of November 2019 (most recent available)
According to the Employment Development Department, the City of Los Angeles had a labor force
of 2,089,900 and an unemployment rate of 4.5%. This is equal to the current Los Angeles County
unemployment rate of 4.5% and 0.8% higher than the State of California unemployment rate of
3.7%.
Education
The City of Los Angeles is serviced by the Los Angeles Unified School District (LAUSD). As of
2016-2017, the LAUSD enrolls more than 640,000 students and is operating 1,302 schools and
centers, including 451 elementary schools, 83 middle/junior high schools, 96 high schools, 24
multi-level schools, 228 charter schools and centers, 54 option schools, 12 special education schools,
44 magnet schools, 169 K-12 magnet centers on regular campuses, 10 community adult facilities,
19 primary school centers, and two home/hospital centers.
Additionally, there are many public and private colleges and universities located within the city.
Major universities located in the city include the University of California at Los Angeles, the
University of Southern California, California State University at Los Angeles, California State
University at Northridge, Occidental College, and Loyola Marymount University. There are also
seven community colleges located within the City of Los Angeles.
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
288,536. In 2010, the Census count in the area was 276,401. The rate of change since 2010 was
0.47% annually. The five-year projection for the population in the area is 296,405 representing a
change of 0.54% annually from 2019 to 2024. Currently, the population is 48.5% male and 51.5%
female.
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AREA ANALYSIS (CONTINUED)
2010 Census
Population

276,401

2019 Est.
288,536

2024 Proj.

‘10 - ‘19
Change

296,405

‘19 - ‘24
Change

4.4%

‘19 - ‘24
Annual Rate

2.7%

0.55%

Households ~ The household count within a three-mile radius of the subject property has changed
from 125,579 in 2010 to 129,520 in the current year, a change of 0.33% annually. The five year
projection of households is 132,503, a change of 0.46% annually from the current year total.
Average household size is currently 2.11, compared to 2.08 in the year 2010. The number of families
in the current year is 57,718 in the specified area.
2010 Census

2019 Est.

2024 Proj.

‘10 - ‘19
Change

‘19 - ‘24
Change

Households
Households
Family Households
Average Household Size

125,579

129,520

132,503

3.1%

2.3%

55,698

57,718

59,381

3.6%

2.9%

2.08

2.11

2.12

1.4%

0.5%

Housing ~ Currently, 31.7% of the 139,642 housing units within a three-mile radius of the subject
property are owner occupied; 61.1%, renter occupied; and 7.2% 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 135,626 housing units in the area - 33.2% owner occupied, 59.4%
renter occupied, and 7.4% vacant. The annual rate of change in housing units since 2010 is 1.31%.
Median home value in the area is $1,323,912, compared to a median home value of $234,154 for
the U.S. In five years, median value is projected to change by 0.12% annually to $1,331,650.
2010 Census

2019 Est.

2024 Proj.

‘10 -‘19
Change

‘19 -‘24
Change

Housing Units
Owner-Occupied

44,990

44,236

45,433

-1.7%

2.7%

Renter-Occupied

80,589

85,283

87,069

5.8%

2.1%

Vacant

10,047

10,122

10,044

0.7%

-0.8%
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Households by Income ~ Current median household income within a three-mile radius of the
subject property is $90,180, compared to $60,548 for all U.S. households. Median household income
is projected to be $106,318 in five years, compared to $69,180 for all U.S. households. Current
average household income is $137,352 in this area, compared to $87,398 for all U.S. households.
Average household income is projected to be $158,973 in five years, compared to $99,638 for all
U.S. households. Current per capita income is $61,991 in the area, compared to the U.S. per capita
income of $33,028. The per capita income is projected to be $71,398 in five years, compared to
$36,530 for all U.S. households.
2019 Est.

2024 Proj.

‘19 - ‘24 Change

Average Household Income

$137,352

$158,973

15.7%

Median Household Income

$90,180

$106,318

17.9%

Per Capita Income

$61,991

$71,398

15.2%

%

‘19 - ‘24 Change

Income

2019 Est.

% 2024 Proj.

Households by Household Income
Total

129,512

100%

132,494

100%

--

12,828

9.9%

10,516

7.9%

-18.0%

$15,000 - $24,999

6,930

5.4%

5,516

4.2%

-20.4%

$25,000 - $34,999

6,647

5.1%

5,428

4.1%

-18.3%

$35,000 - $49,999

10,674

8.2%

8,862

6.7%

-17.0%

$50,000 - $74,999

17,787

13.7%

16,496

12.5%

-7.3%

$75,000 - $99,999

14,851

11.5%

15,043

11.4%

1.3%

$100,000 - $149,999

22,032

17.0%

24,423

18.4%

10.9%

$150,000 +

37,763

29.2%

46,210

34.9%

22.4%

<$15,000

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
Sprouts Farmers Market

0.6

Ralphs

0.7

7-Eleven

0.6

Ralphs Pharmacy

0.6

Dining & Coffee Shops
Zankou Chicken

0.2

Balconi Coffee Company

0.5

Banks / ATM’s
Wells Fargo Bank

0.7

Chase Bank

0.8

Hospitals & Care Centers
VA Greater Los Angeles Healthcare

0.5

Placentia Medical LLC

0.5

LaSara Medical Group

0.6

Boston Medical Group

0.9

Primary and Secondary Schools
Brawerman Elementary School

0.6

Brockton Avenue Elementary School

1.0

Daniel Webster Middle School

1.2

Beverly Hills High School

2.2

Colleges and Universities
University of Los Angeles

1.6

Santa Monica College

2.3

Parks & Recreation
Stoner Park

0.6

Ohio and Bundy Triangle Park

1.0

Retail & Entertainment
One Westside Shopping Center

0.5

Landmark’s Nuart Theater

0.1

Airports
Santa Monica Airport

1.8

Los Angeles International Airport

7.2

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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MARKET ANALYSIS
APARTMENT MARKET
The following information pertains to the Los Angeles County apartment market and was derived
from CoStar Group, Inc. as of the Fourth Quarter 2019. The first section pertains to the Los Angeles
County macro apartment market and the second section pertains to the subject’s submarket and
micro apartment market.
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MARKET ANALYSIS (CONTINUED)

Apartment Submarket - via CoStar Group, Inc. As of the Fourth Quarter of 2019
Key Submarket Indicators
12 Mo. Deliveries in Units

12 Mo. Net Absorption

Vacancy Rate

12 Mo. Rent Growth

300

188

4.2%

1.7%
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Annual Trends

12 Month
Change

Hist. Avg.

Forecast
Avg.

Peak

When

Trough

When

Vacancy Change (YOY)

0.2%

4.7%

5.1%

5.5%

2016 Q4

3.5%

2000 Q3

Absorption Units

188

118

256

702

2018 Q1

(306)

2002 Q1

Delivered Units

300

180

375

641

2017 Q3

0

2013 Q2

Demolished Units

32

46

31

204

2008 Q1

0

2013 Q2

Asking Rent Growth (YOY)

1.7%

2.3%

1.0%

10.2%

2001 Q3

-9.4%

2009 Q4

Effective Rent Growth (YOY)

1.7%

2.3%

1.0%

10.0%

2001 Q2

-9.4%

2009 Q4

Sales ($ millions)

$545

$236.0

N/A

$551.1

2019 Q2

$43.4

2010 Q1

Fundamentals
The submarket's status as an entertainment and employment hub, along with its famous landmarks
and retail destinations, combine to generate healthy demand for local apartments. Vacancies
compressed steadily for most of this cycle, and demand kept place nicely with the measured pace
of new development. There are now more units underway here than at any point in the past decade,
however, so some degree of supply pressure will be felt in the coming years.
This is one of the priciest places to rent in all of Los Angeles, with average monthly rates near
$3,000/unit. Rents are growing roughly in line with the wider L.A. average. This is a relatively
illiquid submarket, with less than 4% of inventory trading hands each of the past four years. One of
the largest trades in submarket history took place around mid-year though, boosting overall pricing
& volume figures.
Vacancy
This submarket encompasses several of the metro’s premier office nodes, as well as world-famous
retail and tourist attractions. Beverly Hills is among the most prestigious business addresses in the
nation and is home to a concentration of talent agencies, media, finance, and law firms. Medical and
health care practices are an important component of Beverly Hills' employment as well. The
presence of Cedars-Sinai Medical Center and a high-net-income population makes medicine and
cosmetic surgery a big business.
Century City is another prime office node and the defacto CBD of L.A.’s Westside. It caters to the
service and support of the entertainment industry, with law firms, talent agencies, and
wealth-management houses making up the bulk of its tenancy. As a former backlot for 20th Century
Fox, Century City still counts a number of movie and television tenants on its roster. Westwood is
a secondary office cluster, with a heavy concentration of financial service firms as well as
administrative offices for UCLA.
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The extension of the Metro's purple line
into Beverly Hills and Century City will
connect this region via subway to L.A.'s
ever-expanding transportation network.
The first phase of the project, which will
extend service from the current terminus
at Wilshire/Western station to the new
Wilshire/ La Cienega station, is
expected to open in 2023. The entire
project, which calls for the Purple Line
to run all the way to the VA Hospital in
Westwood, is slated to open in 2026, in
time for the 2028 Summer Olympics.
Improved connectivity to other parts of
L.A. should also drive increased renter
demand, and may trigger more
transit-oriented development.
Demand remains strong here as the
submarket’s affluent renters are not put
off by some of the highest rents in L.A.
The delivery of the ultra luxurious Ten
Thousand apartments in 2016, where
amenities include on-site Botox
treatments and robotic butlers and
penthouse rents reportedly reach as high
as $65,000/month, helped define the top
of the Los Angeles multifamily market.
New projects here frequently offer
lavish amenities and personal services in
an attempt to draw LA's highest income
renters. Over 30% of residents hold a
bachelor’s degree or higher, and the
median household income is around
$100,000 annually. Combine this
concentration of wealth with the fact that half of the submarket’s residents rent their homes, and it’s
easy to see the appeal for landlords here.
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Submarket Vacancy and Rent Forecast

Rent
Beverly Hills/Century City/UCLA rents
are growing in line with the wider metro
average despite being among the priciest
in LA. Average monthly rents are near
the $3,000/unit mark, and the
submarket's newest projects command
even higher prices.
Somewhat atypically for Los Angeles,
rents in 4 & 5 Star assets are growing
faster than those in lower-quality
communities. In most parts of the metro,
cost-burdened renters are competing for
lower-cost units, boosting growth in 1-3
Star assets but limiting gains in top-tier
product. The affordability concerns that
drive demand growth in the wider metro
are largely absent in thisaffluent
submarket, and renters here continue to
compete for high-end offerings.
A city ordinance passed in early 2017
limits annual rent increases in some
Beverly Hills rentals to a maximum of 3%, which will serve as a permanent artificial barrier to
growth going forward. Similarly, an influx of new supply over the next few years will increase
competition and weigh on gains.
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Sales
A record-setting deal mid-year will
ensure that 2019 pricing and volume
totals are among the highest ever
recorded. This tends to be a somewhat
illiquid submarket, with around 3% of
inventory trading hands in an average
year. However, in June 2019, the
mixed-use Glendon at Westwood sold
for an eye-raising $365 million. The
Class A asset, which delivered in 2008,
contains 350 apartments and 50,000 SF
of retail space anchored by a Trader
Joe's. The multifamily portion of the
complex, which contained around 10%
of the submarket's Class A units at the
time of sale, was valued at roughly $310
million, or about $885,000/unit.
By itself, the Glendon price tag is higher
than the total multifamily investment
volume in 2018, when most sales
involved smaller properties trading
between private individuals. Despite
some of the highest per-unit pricing in
the metro, only one sale in excess of $10
million was recorded in 2018.
In early 2017, a city ordinance limited
rent increases to 3% annually and
increased the relocation costs that must
be paid to tenants who are evicted.
These rules could significantly undercut the bottom line for value-add investors, but as of late 2019,
there was little evidence that deal volume was slowing in the wake of the ordinance's passage.
The Villa Montana in Brentwood and the Wilshire Victoria in Westwood both traded for over $1
million/unit this cycle, among the highest per-unit prices ever recorded in Los Angeles.
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Submarket Sales History

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

$22,620,635,574

5.2%

$3,051

1.8%

39,615

367

$563,361

-

-

3.9%

2020 Q3

$22,467,825,955

4.6%

$3,051

1.6%

39,247

465

$559,555

-

-

3.9%

2020 Q2

$22,263,749,413

4.7%

$3,052

1.9%

39,255

657

$554,473

-

-

3.9%

2020 Q1

$22,049,881,235

4.9%

$3,020

1.5%

39,262

522

$549,147

-

-

3.9%

2019 Q4

$21,825,820,599

5.3%

$2,997

1.5%

39,268

309

$543,566

-

-

4.0%

QTD

$21,841,995,792

4.2%

$2,994

1.7%

38,668

188

$543,969

$544,623,357

140.9%

3.9%

2019 Q3

$21,733,409,442

4.4%

$3,002

2.3%

38,668

197

$541,265

$545,379,245

125.2%

4.0%

2019 Q2

$21,613,428,403

4.6%

$2,996

3.3%

38,550

56

$538,277

$551,060,245

161.4%

3.9%

2019 Q1

$21,403,576,243

4.2%

$2,974

4.0%

38,413

57

$533,050

$244,873,671

11.1%

3.9%

2018 Q4

$21,245,024,113

4.1%

$2,951

3.3%

38,435

287

$529,102

$192,424,888

-16.6%

3.9%

2018 Q3

$21,052,099,854

4.0%

$2,933

3.2%

38,330

399

$524,297

$242,181,000

-26.2%

3.9%

2018 Q2

$20,795,501,909

4.2%

$2,901

2.3%

38,326

593

$517,907

$210,832,000

-46.2%

3.9%

2018 Q1

$20,444,386,117

4.1%

$2,859

1.9%

38,326

702

$509,162

$220,334,000

-45.3%

3.9%

2017 Q4

$20,140,321,849

4.4%

$2,857

2.3%

38,259

576

$501,589

$230,764,000

-42.8%

4.0%

2017 Q3

$19,846,874,679

4.9%

$2,841

2.6%

38,259

445

$494,281

$328,149,483

21.4%

4.0%

2017 Q2

$19,462,644,434

5.3%

$2,836

3.0%

38,148

399

$484,713

$391,640,483

21.9%

4.0%

2017 Q1

$19,139,505,663

5.4%

$2,807

2.9%

38,135

137

$476,664

$402,878,658

23.2%

4.0%
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Apartment Micro Market (One-Mile Radius)
The following information was derived from Costar and reflects five-year rent and sale averages for
33 existing multifamily complexes within a one-mile radius of the subject property ranging in size
from four to 15 units and constructed after 2000.
Inventory Units

Vacancy Rate

Market Rent/Unit

Market Sale Price/Unit

Market Cap Rate

289

3.6%

$3,097

$789 K

4.0%

Prior Quarter

Prior Quarter

Prior Quarter

Prior Quarter

Prior Quarter

285

4.2%

$3,065

$763

3.9%

Availability
Vacant Units
Concession Rate
Studio Asking Rent

Inventory
11
0.6%
--

Existing Buildings

Sales Past Year
33

Asking Price Per Unit

---

Avg. Units Per Building

9

Sale to Asking Price Differential

12 Month Construction Starts

0

Sales Volume (Millions)

$0.0

1BD Asking Rent

$1,343

12 Month Delivered Units

4

Properties Sold

0

2BD Asking Rent

$3,129

12 Mo. Absorption Units

5

Months to Sale

--

3+BD Asking Rent

$4,034

12 Mo. Absorp. % of Inventory

For Sale Listings

--

1.8%
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Competitive Market and Co-Living
The subject property is considered to have a good location within the community of 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. It should be noted that the co-living concept is similar to
student housing, however, typically involves young adults.
The following article was obtained by Coworking Resources:
The Rising Trend of Co-Living Spaces
By now, you've already heard about coworking. But there's a new concept on the way: Co-living, which is, in a sense, the coworking equivalent of
finding housing. A trend that's been quickly embraced by young people in cities across the country, co-living is a new answer to the age-old issue of
affordable housing. It's also an ideal way to continue your professional and personal growth outside of the office.
While co-living might seem like a foreign concept, it might just be the perfect way to find a community that's just right for you.
What is Co-living?
Co-living is the trend of living with many other people in one space that encourages its residents to interact and work together. They are most often
run by companies and have popped up in response to the huge number of young people moving to expensive cities in search of work. Co-living is a
new kind of modern housing where residents with shared interests, intentions, and values share a living space where they're almost like a big family.
Co-living is built on the concept of openness and collaboration, with the residents often sharing similar philosophical values. This form of housing
is based on the sharing economy. Residents will usually have their own bedroom and bathroom but will share common areas like cooking and living
spaces. On a practical level, the expenses are shared between all the residents, which can make it a more economical choice for some. The price you
pay for a co-living space will vary depending on the city you live in, but it will always be cheaper than traditional rent.
While you might be imagining a hostel, dorm, or hippie commune, this version of communal living is designed with young, working professionals in
mind. While it could feasibly work anywhere, it remains a mostly urban trend at the moment, with residents sharing a house, building, or apartment.
Is Co-living the same as coworking?
Co-living and coworking are similar in terms of more than just their names. They are both based on collaboration and community and they take a
novel approach to daily activities, whether it's how we live or how we work. Many coworking spaces like WeWork are now adding co-living to their
options, and a great deal of the co-living spaces around the world include coworking as well.
While they are not the same concept, they share key aspects that skew towards young users. They're also both poised to completely reinvent the way
we think about working and living.
Many co-living establishments will double as a co-working space. For those who are digital nomads or remote workers, this is an ideal situation as
quality Wi-Fi, and a place to work are located within the space.
Coworking and co-living are also similar because of the ease in which you can network. Both environments allow you to meet with similarly minded
people and form relationships. These types of spaces will often have regular organized activities or events where you can naturally integrate with
others. Many people opt to work in a co-working space rather than a coffee shop or at home because they want that sense of community; the same
reason why people choose to live in a co-living space.
Why is Co-living so Popular?
The rise of co-living comes from many factors, including engaging amenities and the enjoyment of living with others who share similar interests.
Unlike some communes, those who choose co-living do not separate themselves from the world outside of their living space; they interact normally
with the world while choosing to live with like-minded or like-interested individuals. For this reason, you can find co-living spreading across the
world. There are co-living spaces in the United States as well as in cities around the globe, with several companies offering multiple locations around
the world.
Its popularity also comes from the fact that many people want to be around others—it's easy to just open your door and start a new friendship or even
a business. Other benefits include a reduced financial burden, community support, group activities, and a sense of belonging. Co-living currently
appeals mostly to younger generations, especially digital nomads who want to be able to travel and don’t want to worry about a mortgage. This type
of lifestyle has a heavy emphasis on agility. The ability to move from place to place without being tied down by a lease is freeing to some people.
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Co-living spaces solve many problems that digital nomads and millennials face. When moving to a new city, the norm for many is to sign a one year
lease, fill the space with your furniture, set up all the utilities, and when the year is up, you must either move or renew the lease.
However, with co-living spaces, there is often no lease agreement or minimum commitment, making it a good fit for people moving from city to city
due to professional or personal reasons. Often, there is no security deposit, and you will never have to set up utilities. Because of the communal nature
of the housing arrangement, all of the resources are pooled together. The expenses are included and paid for as a group. One last pro to co-living
spaces is that many are already furnished, so you won’t have to hire movers or spend money on furniture. While living in a co-living space, you might
experience enhanced productivity, especially if there is a coworking space available in the area.
Exploring Co-living Spaces
There are now hundreds of co-living spaces of all shapes and sizes around the world. The Collective, founded in 2012, offers both co-living and
coworking in London. They offer 546 rooms spread across 10 floors, featuring a movie theater, a library, a gym and a restaurant, plus a shared
kitchen on every floor. Sun and Co., meanwhile, is based out of Javea, Spain in a 19th-century home with the option of shared or private rooms.
Some companies are a bit larger and boast multiple locations. Roam operates outposts around the world in places like Bali, Miami, Tokyo and San
Francisco. All rooms come with private bathrooms and include cleaning services. Common offers a similar deal in six U.S. cities. WeLive, WeWork's
new co-living brand, offers communal spaces in New York and D.C. that split the difference between hotels and apartments—tenants can stay for a
few nights or months at a time.
Services that connect users with spaces have also popped up in recent years. Berlin-based Medici Living raised $1.1 billion last year to beef up its
co-living platform. CoWoLi, too, tailors its services to digital nomads who want to travel the globe and need help finding the right co-living space.
Is Co-living Safe?
Co-living spaces are just starting out and the concept is completely new to many people, so concerns regarding safety, scams and practicality are
completely valid. Keep in mind, though, that new concepts can become the standard—AirBnb, for example, was considered odd until it disrupted the
entire hospitality industry. While each space varies, as long as you do your research you should be fine.
Look up each company online to ensure that they have active websites and that they are legitimate businesses. When visiting potential homes, explore
the space and imagine how you would feel coming home to it every day. Consider the specifics, especially if you prefer a private room, an open
kitchen, or amenities like a gym and a pool. Meet and chat with people who live there to find out their interests and how they like co-living at the
property.
Is Co-living the Future of Housing?
According to research by the Urban Institutes Housing Finance Policy Center, only 1 in 3 millennials under the age of 25 owned a home by the end
of 2018. This number is 8-9% lower than we have seen in previous generations. The traditional way of housing has required this change. Millennials
are often the demographic that gravitates towards coliving spaces due in part to the general consumer trends towards a sharing economy. Co-living
has become more than just a housing model; it has become a solution for the growing younger generations.

The following information is a summary of the Survey of the Coliving Landscape, a report from
Cushman & Wakefield dated May, 2019:
According to the U.S. Department of Housing and Urban Development, families that pay more than 30% of their
incomes on housing are considered cost burdened and may have difficulty affording rent as well as other necessities,
such as food, clothing, transportation and medical care. It was determined that 46.7% of renters in Los Angeles are
currently cost burdened. To add, rent growth is projected to rise by 24.7% over the next five years in the Los Angeles
area.
Coliving is a natural solution to this cost burden and excessive rent growth. Coliving is where tenants can share units
and amenities in a cohesive community assisted by a skilled operator. Location, lifestyle, community and affordability
are all maximized for the tenant. In this environment, operators are providing product that better reflects the price range
and types of living situations people are looking for when they move into an urban area. Through coliving, tenants are
able to pay less rent by trading private space for more and better shared communal space. Typically, coliving providers
include additional services and perks, including fully furnished units, all utilities included, hosted community events and
even housekeeping, which in the aggregate represent as much as a 20% discount to living alone. For the operator, this
opens new avenues to differentiate their product, taps into a large renter base not currently served by top-end luxury
product, and maximizes revenue on a per square foot basis.
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The following graphic shows the Coliving growth from 2014-2018 compared to projections for 2019-2021.

Fueled by increasing affordability challenges and an expanding demographic of renters, the expansion of coliving has
passed its early stages, and now is a fully fledged niche asset class. Over the course of the next five years, significant
capital will be deployed toward delivery of thousands of more beds across the world.

Conclusion
The subject property area is located in the Beverly Hills/Century City/UCLA portion of the greater
West Los Angeles apartment market. According to Costar Group, the submarket’s historical annual
(2013-2018) vacancy rate was from 4.1% to 5.5% and was forecast annually (2019-2023) to range
from 5.1% to 5.3%. The submarket’s historical annual (2013-2018) asking rent growth was from
2.6% to 5.1% and was forecast annually (2019-2023) to range from 0.5% to 1.8%. 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.
It is important to identify the fact that there is a lack of market information for co-living
projects based on the fact that this type of development has not been prevalent in the
immediate market.
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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
2nd Quarter 2019: Marketing Time - 1.00 to 9.00 months with an average of 3.6 months
3rd 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
Identification
Location:
, community of
Los Angeles, State of California
.

, City of Los Angeles, County of

Assessor's Parcel:
Legal Description: None provided. Please refer to the plat map for an illustration of the site
boundary lines.
Preliminary Title Report: The appraisers requested but were not provided with a preliminary title
report. It is an extraordinary assumption of this appraisal report that there are no 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.
Physical Characteristics
Parcel Size and Shape: The subject site is rectangularly shaped and contains a total of 9,075.6 square
feet of 0.208 acres. This size as derived from the architectural plans (differ slightly from the plat
map’s measurement of 9,071 sf - at the request of the developer, we used the plans) and is assumed
to be accurate. It is an extraordinary assumption of this appraisal report that this is correct.
Topography: The site is generally level (similar to the area).
Exposure: The site has average exposure to street traffic along the street that it fronts.
Views: There are no atypical views.
Drainage: The drainage flow is generally towards the street that it fronts.
Soils: We were not provided with a soils report and assume that there are no adverse soil conditions
that would adversely affect the value or prohibit the highest and best use of the subject site. 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 assumption of this
report that the value of the property is not impacted by any hazardous soil conditions. The appraisers
are not experts in this field and we recommend the services of an expert be employed.
Governmental
Entitlement Approval(s): We obtained Permit #18010-1000-00323 dated November 21, 2019
(Application for Building Permit and Certificate of Occupancy) via the Los Angeles Department of
Building and Safety. This permit describes the conditions of approval for the construction of a new
seven-story, 16-unit apartment building over one level subterranean parking garage: five-story, Type
IIIA, residential above a podium, two-story, Type IA, residential over ground level and one level
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subterranean parking garages. The permit will expire two years after the date of permit issuance or
if no construction work is performed for a continuous period of 180 days.
Zoning: The subject site is zoned [Q] R4-1 (Multiple Dwelling - Height District 1) by the City of
Los Angeles. The General Plan Land Use is designated as High Medium Residential. Please refer
to the following summary description of [Q] R4-1(Multiple Dwelling - Height District 1).
[Q] Condition: The [Q] Qualified Conditions of Approvals are described in City Ordinance 186249
and discuss entrances, massing, vehicular access, parking and architectural treatment. For a full
description of the [Q] Condition please refer to City Ordinance 186249.
ZI-2192 West Los Angeles Transportation Improvement and Mitigation: The Specific Plan helps
mitigate the cumulative impacts of development by requiring new development to contribute a fair
share towards completing needed regional transportation improvements, in addition to completing
required project specific militations. The Specific Plan assesses a one-time TIA fee on qualifying
new development and identifies a comprehensive set of transportation improvements that are funded
in part by the fee revenue.
A Project is defined as the construction of any building or structure, or the addition to, alteration,
conversion, or change of use of any land, building or structure on a lot in the plan area that requires
at least a building permit, or change of use permit which results in an increase in the number of Trips
based on the trip generation methodology outlined in the LADOT Transportation Impact Study
Guidelines. Off-site parking areas which serve a Project shall be considered a part of the Project.
ZI-2485 West Los Angeles Multifamily [Q] Condition: Ordinance Number 186,249 became
effective establishing a set of [Q] Conditions that introduce design and development regulations for
new multi-family construction to improve compatibility of future development with existing
buildings, enhance the project area’s built environment, and improve the overall pedestrian
orientation of new development. The multi-family [Q] Conditions will apply to a majority of the
parcels zoned for multi-family use in the area roughly bounded by Centinela Avenue to the west;
San Vicente Boulevard to the north; I-405 to the east; and La Grange Avenue to the south, within
the West Los Angeles and the Brentwood – Pacific Palisades Community Plan Areas.
ZI-2427 Freeway Adjacent Advisory Notice: Air pollution studies indicate a strong link between
the chronic exposure of populations to vehicle exhaust and particulate matter from roads and
freeways and elevated risk of adverse health impacts, particularly in sensitive populations such as
young children and older adults. Areas located within 500 feet of a freeway1 are known to
experience the greatest concentrations of fine and ultra fine particulate matter (PM), a pollutant
implicated in asthma and other health conditions. In 2003, the California Legislature enacted SB
352, which precludes the siting of public schools within 500 feet of a freeway, unless it can be
shown that any significant health risk can be mitigated.

33

SITE DESCRIPTION (CONTINUED)
All applicants filing a discretionary application, with the Department of City Planning, for a new
and/or expanded project located within 1,000 feet of a freeway shall be advised of the following
information and expectations.
ZI-2452 Transit Priority Area in the City of Los Angeles: This is from the Senate Bill (SB) 743,
which states that transportation or the environment under the California Environmental Quality Act
(CEQA) will not effect a property’s aesthetics and parking under the following conditions:
1. The project is a residential, mixed-use residential, or employment center project, and
2. The project is located on an in-fill site within a transit priority area.

Permitted Uses: Any use permitted in the "R3" Multiple Dwelling Zone, churches, child care
facilities & retirement hotels.
Density: One dwelling unit per 400 SqFt. Based on the subject's site size of 9,075.6 SqFt, a
maximum of 23 dwelling units would be permitted.
Min. Lot Size: 5,000 SqFt.
Max. Bldg Height: N/A.
Setbacks: Please refer to the Los Angeles City Zoning Code.
Parking Requirements: Less than three habitable rooms (such as a typical studio unit) - 1.0 parking
space per unit; three habitable rooms (such as a typical one bedroom unit) - 1.5 parking spaces per
unit; more than three habitable rooms (such a typical two/three/four bedroom units) - 2.0 parking
spaces per unit.
Based on the subject’s unit mix, a total of 25 parking spaces would be required. According to the
architecture plans, the subject provides a total of 25 on site parking spaces.
The ability to rebuild if the improvements are destroyed/ or partially destroyed are as follows:
Restoration of a legal, nonconforming building, nonconforming with respect to any current zoning code requirements such as use, parking and/or
density, that is damaged to the extent of not more than 75 percent of its replacement value at the time of such damages, and up to 100 percent under
specified provisions, may be restored as per Los Angeles Municipal Code (L.A.M.C.) Section 12.23A4.
Exception: If such damage or destruction of a single-family or two-family dwelling, multiple dwelling or apartment house in the A, R, C or M Zone
exceeds 75 percent of its replacement value at the time of the damage or destruction, such building or structure may be reconstructed provided:
1. That the side yard be no less than one-half the required side yard for new buildings in the zone in which it is located, but in no event
less than three feet; and
2. That the front and rear yards be no less than one-half the required front and rear yards for new buildings in the zone in which it is
located; and
3. That neither the footing nor the building or structure project into any area planned for widening or extension of existing or future streets
as determined by the Advisory Agency upon the recommendation of the City Engineer; and
4. That a building permit for the reconstruction be obtained within two years of the damage or destruction from fire, wind, earthquake
or other calamity or act of God or the public enemy.
Further, pursuant to Section 12.23A5 of the L.A.M.C., a building, structure or portion thereof, nonconforming as to use, which is or hereafter becomes
vacant and remains vacant for a continuous period of one year, cannot be occupied except by a use which conforms to the use regulations of the zone
in which it is located.
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We are not experts in interpreting complex zoning ordinances. As far as we can ascertain, the
proposed improvements will be in compliance with existing zoning restrictions and will be a legal
conforming use, but a complete compliance study is beyond the scope of this appraisal assignment.
The proposed project is allowed by right. The developer has obtained grading permit, shoring
permit, and building permits.
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 assignment. Deed restrictions are a legal matter and only a title examination
by an attorney or title company can usually uncover such restrictive covenants.
Utilities: All utilities are to the site.
Access and Streets
Freeways: The subject site is located less than one block west of the San Diego Freeway (Interstate
405). Overall freeway access is deemed to be excellent.
Beloit Avenue: This is a secondary residential street which traverses northwest and southeast on the
subject’s east/northeast property line. There is adequate frontage on this street which is improved
to its ultimate width with curbs, gutters and sidewalks. Parking is allowed on both sides of the street
in the immediate area.
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 in Flood Zone X of
Map Number 06037C1590F (Flood Map dated September 26, 2008). Flood Zone X is an area that
is determined to be outside the 100- and 500-year flood plains. For reference the definition of the
X zone is as follows:

35

SITE DESCRIPTION (CONTINUED)
“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
Los Angeles, the site is not 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 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 Los Angeles Building and
Safety Department, the property is not identified as being located within a State-defined Seismic
Hazard Zone designated as a Liquefaction Area. Based on information from FEMA (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.”
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.
External Influences: There were no negative external influences noted during the property
inspection.
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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
Existing Improvements
The site is currently improved with a tear down two-story apartment complex constructed in 1973,
containing 10 units and 6,760 square feet (unit mix unknown). According to the developer, the
property was purchased 100% vacant (extraordinary assumption that this is correct).
Proposed Improvements
The following improvement description pertains to the proposed improvements, based on the data
provided (i.e., discussions with the developer, the proforma and architectural plans).
Basic Structure
Proposed Use: Proposed 16-unit co-living elevator-style apartment complex.
Year Built: Estimated completion date of January 1, 2022 which appears reasonable given the scope
and size of the project.
Construction Type: Class C (concrete block) and Class D (wood frame and stucco) construction type
(wood frame).
Effective Age: The improvements will be new upon construction with an effective age of 0.
Number of Stories: Five levels of residential over two levels of parking.
Number of Buildings: One.
Building Size
Gross Building Area: The following information was derived from the architecture plans by Shubin
Donaldson. It is an extraordinary assumption that the improvements will be similar to those
described throughout this report.
GROSS BUILDING AREA Floor
Basement Level Parking

SqFt
7,906

First Floor Parking

5,302

Second Floor Residential

4,228

Third Floor Residential

4,228

Fourth Floor Residential

4,228

Fifth Floor Residential

4,228

Sixth Floor Residential

3,659

Seventh Floor Residential

3,573

Total without Parking

24,144

Total with Parking

37,352
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Net Rentable Area: 16,997 square feet. Refer to the following chart(s) for a detailed breakdown of
the square foot measurement by unit type as derived from the architectural plans:
RESIDENTIAL UNIT MIX Unit Type

Unit SqFt

Studio (A/B/C)
Flat Style

318

4 + 5 (D/E/F)
Town Home Style

Avg

No. Units*
409

Total No. Units

% of Total

2

415

2

2

830

451

4

4

1,804

1,539

343

8

Total SqFt

2

3

15

1,728

3

15

1,963

2

10

16

48

No.
Units

No.
Suites

Totals / Averages

--

16.7%

40

636

83.3%

4,617
5,184
3,926

48

100.0%

16,997

UNIT MIX Unit
ID

Bedrooms

Bathrooms

Average/
Suite

Kitchen
Shared

Private

A

0

1

4

4

451

X

B

0

1

2

2

415

X

C

0

1

2

2

318

D

5

5

2

10

491

X
X

E

5

5

3

15

432

X

F

5

5

3

15

385

X

16

48

--

Total

* Number of Units - the subject will contain eight - studio units (with separate entrances) and 40 suites/rooms with
attached bathrooms. While there will only be 16 unit numbers, there will be a total of 48 income producing rental units
(eight - studios and 40 - suites or rooms).

It is an extraordinary assumption of this appraisal report that the unit mix and unit sizes utilized in
this appraisal report will not deviate from the actual unit mix and unit sizes which will be
constructed on-site.
Exterior
Foundation: Reinforced concrete (assumed).
Doors: Exterior main lobby entry doors assumed to be glass in aluminum frames. Individual
dwelling unit doors assumed to be metal.
Exterior Walls: Exterior will be painted stucco or painted concrete block.
Windows: Windows will be energy efficient, dual glazed aluminum-framed windows.
Roof: Class A built up roofing (per developer).
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Interior
Layout: The units will consist of eight - flat studio units (with individual kitchens and bathrooms)
and eight - co-living suites. The studio units reflect a traditional layout with a living area, kitchen
and a bathroom. The co-living suites will be town home (two-level) style and will include five private bedrooms, each with an attached private bathroom, a refrigerator and a washer/dryer. The
co-living units will have a common area bathroom and a common area kitchen (to be used by all coliving suite mates). The interior of each of the suites is fully furnished with a refrigerator, television,
bed, cabinets and a stacked washing/drying machine. The developer will pay for all utilities
including gas, electricity, water, sewer and rubbish removal. Each suite will contain a mini split
HVAC unit, a private sink and an attached bathroom with a toilet and shower.
Furnishings: Each unit will contain a murphy bed or traditional bed, couch (if murphy bed is
incorporated), small table and art work. The developer indicated that they will be providing
$224,654 in custom residential furnishings and $97,385 in site furnishings. The total furnishings
equate to $322,039 which is 1.5% of the total value.
Kitchen Appliances: The studio units will contain private kitchens with the following: gas
range/oven combination, refrigerator, dishwasher and sink with garbage disposal. Each co-living
suite will contain a private refrigerator and sink, and each will share in a common area kitchen (one
kitchen for five units). Appliances for the common kitchens will include a gas range/oven
combination, refrigerator, dishwasher and sink with garbage disposal and a washer/dryer.
Floors: Per the developer, the units will have vinyl plank (LVT) or ceramic/porcelain tile flooring
(or equivalent).
Walls: Interior partitions will be painted drywall.
Bathrooms: Each studio unit and each co-living suite will contain a private - full bathroom or a
private - three-quarters bathroom. The difference between a full and a three-quarters bathroom is
based on the inclusion of a sink, toilet and a shower over tub (full) or stand up shower (threequarter).
Elevator(s): There will be one - elevator that services all floors.
Electrical: The electrical power provided will be adequate for typical multi-family residential uses.
Stairs: There will be an adequate number of common area stairways in the building. The town home
units will contain a private interior stairwell.
Doors: Interior doors will be wood framed and assumed to be solid core.
Ceilings: Interior ceilings will be painted drywall.
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Lighting: Fluorescent and incandescent lighting (recessed in areas).
Heating, Cooling, and Air Conditioning: Each unit (studio and co-living suite) will contain a mini
split unit.
Fire Safety: There will be pullboxes and fire alarms located in the hallways of each floor. In
addition, the entire complex will be serviced by fire sprinklers.
Laundry Room: Each unit will be provided with a stacked washing machine and drying machine
and therefore, the property will not contain common area laundry facilities.
Utility Payment Structure: The landlord will pay for all utilities including gas, electricity, water,
sewer and rubbish removal charges (tenants and common areas).
Yard Improvements
Amenities: The project will contain a roof deck, elevator, and controlled access.
Streets and Driveway: 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, the subject will contain parking as follows:
RESIDENTIAL PARKING SUMMARY
Level
Basement
Ground Floor
Total

Compact

Standard

Total

10

6

4

4

16
8

14

10

24

Street Parking: Street parking is allowed in the immediate vicinity.
Condition Survey
Quality of Construction: The subject property will have good quality construction throughout.
Deferred Maintenance: None based on the fact that the improvements will be new.
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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 is anticipated to be typical.
Functional Analysis: The subject property will be functionally useful.
External Influences: The subject improvements will 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 it 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.
According to the developer, the project will comply with Title 24, California code Regulations on
Access and Adaptability for the Physically handicapped.
Estimated Economic Life: When referencing Section 98, Page 5 of the Marshall & Swift Valuation’s
cost manual, the subject property has an economic life of between 50 to 60 years. Based on the fact
that the improvements will be new upon construction, they are estimated to have a total economic
life of 50 years.
Geotechnical Engineering Investigation: The appraisers were NOT provided with a Geotechnical
Engineering Investigation and therefore, it is an extraordinary assumption of this appraisal report
that there are no adverse geotechnical conditions which exist.
Conclusion
In terms of its design and construction, the subject property will meet the demands of the market.
The subject property, as proposed, will suitably compete within the marketplace.
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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

$2,448,000

$1,122,000

Pers. Prop
$2,800

2019-2020
00067
1.174279%
None indicated.
Total
$3,572,800

Special
Assessments
$1,552.45

Total
Taxes
$43,507.09

The previous information was confirmed with Erica at the Los Angeles County Assessor’s Office,
(213) 974-3211.
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 1.22% IN OUR ANALYSIS TO FOLLOW. THE 1.22% EFFECTIVE RATE IS
SUPPORTED BY THE FOLLOWING COMPARABLES:
Location / APN
Year Built / No. Units

TRA

Total Assessed
Value

Special
Assessments

Total
Taxes

Base
Tax Rate

Effective Tax
Rate

1738 Barry Avenue
Los Angeles, CA 90025
4262-019-015
2001 / 8 Units

00067

$2,451,892

$1,266.37

$30,058.42

1.174279%

1.225928%

1771 Beloit Avenue
Los Angeles, CA 90025
4261-019-005
2003 / 12 Units

00067

$5,939,014

$2,575.47

$72,316.06

1.174279%

1.217644%

1725 Butler Avenue
Los Angeles, CA 90025
4261-015-066
2002 / 20 Units

00067

$5,022,668

$2,932.66

$61,912.80

1.174279%

1.232668%

Average

1.221786%

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
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ASSESSED VALUATION (CONTINUED)
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 Los Angeles 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 Los Angeles Tax Assessor’s Office, properties are reassessed 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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HIGHEST AND BEST USE
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?

Highest and Best Use - "As Vacant"
Introduction: In analyzing the Highest and Best Use for the subject property, as vacant, the
appraiser estimates the most likely and probable uses of the subject site, 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,
including sidewalks and curbs/gutters, are in place along the street which the property fronts.
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The subject site size of 9,075.6 square feet is considered within the typical range of other sites in the
neighborhood. The site's access and configuration are adequate. The 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.
Legally Permissible: Allowable uses under the present private and public restrictions are a
consideration in the development of the subject site. The subject property is zoned [Q] R4-1 by the
City of Los Angeles. This zoning designation allows for single and multifamily development.
Financially Feasible: Existing development within the immediate neighborhood is primarily multifamily residential related uses. It is concluded that the existing multi-family residential related
development, with a close proximity to the subject property is a positive factor and a strong
consideration in the development of the subject property, as vacant. Consumers are drawn to a
particular market by similar uses in the same general area. An apartment complex is a financially
feasible use that conforms to the first two tests. Given occupancy levels over ±95%+ for nearly all
properties and average rent levels, an apartment project would be a feasible use. The proposed 16unit (eight - studio units and eight - co-living units with 48 - suites) apartment project is financially
feasible, as it includes a sufficient entrepreneurial profit to the developer.
Thus, based on our process of elimination, and based on the physical and legal constraints of the
property as well as the principal of conformity, multi-family residential development is the most
likely use of the property. It is my opinion that the development of a 16 unit apartment project is
feasible to construct under current market conditions.
Maximally Productive: There is currently a demand for multi-family residential use in the
neighborhood of the subject property. This is primarily due to the close proximity of various
developments in the surrounding areas as well as its close proximity to area freeways for commuting
to other parts of the City of Los Angeles. Due to the accessibility offered in this location, and the
multi-family residential related characteristics of the immediate area, a multi-family residential
related use would represent the use that would give the greatest net return to the land.
Conclusion, As Vacant: Based on this discussion, it concluded that the Highest and Best Use of the
subject property as vacant, would be for development of an apartment complex like the proposed
project.
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Most Probable Buyer: It is also necessary to consider the most probable buyer for the subject. Since
the subject site is vacant, the most probable buyer for the subject property has been determined to
be a developer.
Highest and Best Use As Improved
The site is currently improved with a tear down two-story apartment complex constructed in 1973,
containing 10 units and 6,760 square feet (unit mix unknown). According to the developer, the
property was purchased 100% vacant (extraordinary assumption that this is correct). As part of the
Highest and Best Use as improved, the appraiser must analyze the value of the existing
improvements and compare that to the value of the site as if vacant.
Based on the As Is value as if vacant of $5.3M would suggest that the existing improvements would
need to command a value higher than $530,000 per unit (not feasible as sale prices for this type of
product range from ) which suggests that the existing improvements do not contain contributory
value.
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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 below.
PMV Methodology
As discussed previously, construction is scheduled to be completed by January 1, 2022 and the
project is estimated to reach stabilization by May 1, 2022. For purposes of our analysis, no trending
of the appraisers concluded income and expense figures is deemed necessary. This reflects the fact
that the subject will be a mid to upper end project as well as the fact that Costar projects relatively
negligible annual growth rates of 0.8% to 1.8% through 2022.
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 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. The Sales
Comparison 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.
In the final section of this report, the applicable approaches to value are reconciled to a market value
estimate for the fee simple interest in the subject property. The market value has been estimated
using the Cost, Sales Comparison and Income Capitalization Approaches.
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LAND VALUATION
Method of Valuation
A search was made for offers, listings, escrows, and sales of comparable properties located in the
subject’s surrounding area. This market data search included those pertinent transactions which have
recorded since the beginning of 2019. Primary emphasis was given to those sites which have sold
and are designated for multi-family type uses.
Market Data: In all, several items of market data were discovered with varying degrees of
comparability to the subject site. These sales are identified in the following
summary chart:
SUMMARY OF COMPARABLE MULTIFAMILY APARTMENT LAND SALES
NO.

1

COMPARABLE
COUNTY / APN
SELLER / BUYER
1123-1127 South Shenandoah Street
Los Angeles, CA 90035
Los Angeles County
4332-018-035, 042
Seller - 1123 Shenandoah LLC
Buyer - Shenfield Place LLC

SALE DATE /
DOC. NO.

SIZE - SF

PRICE

NO. UNITS

8/30/2019
0888480

12,723

$5,250,000

15

PRICE PER
SQFT/UNIT

$412.64

$350,000

UNITS/
ACRE

ZONE

FAR

ENT.

EXIST.
STRUCT.

51.4

R3

3:1

Yes

Yes
7,542
SqFt
Total

Sources: CoStar Group Inc., public records and Los Angeles County Assessor.
Comments: Current improvements consist of a previously developed lot. At the time of sale there was a 7,542 SqFt multi-family complex on the two parcels of land. The site
is zoned [Q]R3-1-O 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 12,723 SqFt a
maximum of 32 dwelling units would be permitted. The property was sold fully entitled with RTI permits for a 15-unit condominium complex. The buyer broker confirmed
that the sale price included plans and permit fee (paid $4,700,000 for the land). There were no other conditions reported at the time of sale.
2

11700 West Santa Monica Boulevard
Los Angeles, CA 90025
Los Angeles County
4262-007-006, 007
Seller - Jack W & Barbara P Garrett
Trust
Buyer - Kiumars & Shahanaz
Soleimany Living Trust

5/3/2019
0402572

12,751

$7,500,000

32

$588.19

$234,375

109.3

C2

1.5:1

No

Yes 792
SqFt
Total

Sources: CoStar Group Inc., public records and Los Angeles County Assessor.
Comments: Current improvements consist of a previously developed lot. At the time of sale there was a 792 SqFt store and two parking lots on the two parcels of land. The
site is zoned C2-1VL (R4 for residential uses) 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 12,751 SqFt a maximum of 32 dwelling units would be permitted. The parcels were purchased for redevelopment. There were no other conditions reported at the time
of sale.
3

745 North Croft Avenue
Los Angeles, CA 90069
Los Angeles County
5528-001-024
Seller - 745 Croft Mbv2 LLC
Buyer - 745 Corft LLC

9/27/2019
1021494

6,500

$3,200,000

8

$492.31

$400,000

53.6

R3

3:1

No

Yes
2,852
SqFt
Total

Sources: CoStar Group Inc., public records and Los Angeles County Assessor.
Comments: Current improvements consist of a previously developed lot. At the time of sale there was a 2,852 SqFt duplex on the one parcel of land. The site is zoned R3-1
by the City of Los Angeles which allows a maximum density of one dwelling unit per 800 SqFt of lot area. Based on the site size of 6,500 SqFt a maximum of eight dwelling
units would be permitted. The listing broker stated they signed an NDA and therefore could not disclose any information about the sale. There were no other conditions reported
at the time of sale.
4

925 North Croft Avenue
Los Angeles, CA 90069
Los Angeles County
5529-002-031
Seller - 101 Benson LLC
Buyer - Croft 925 LLC

9/16/2019
0960975

6,500

$3,000,000

8

$461.54

$375,000

53.6

R3

3:1

No

Yes
2,809
SqFt
Total

Sources: CoStar Group Inc., public records and Los Angeles County Assessor.
Comments: Current improvements consist of a previously developed lot. At the time of sale there was a 2,809 SqFt multifamily complex on the one parcel of land. The site
is zoned R3-1 by the City of Los Angeles which allows a maximum density of one dwelling unit per 800 SqFt of lot area. Based on the site size of 6,500 SqFt a maximum
of eight dwelling units would be permitted. The listing broker could not confirm what the buyers plans were for the site. There were no other conditions reported at the time
of sale.

49

COST APPROACH / LAND VALUATION (CONTINUED)
5

10448, 10456-10458, 10460 Santa
Monica Boulevard
Los Angeles, CA 90025
Los Angeles County
4317-002-005, 006, 007
Seller - Elanie Landis 2008 Separate
Prop Trust
Buyer - Coffee Tree Vacaville LLC

6/20/2019
0586723

15,365

$9,400,500

38

$611.81

$247,382

107.7

C2

1.5:1

No

Yes
12,072
SqFt
Total

Sources: CoStar Group Inc., public records and Los Angeles County Assessor.
Comments: Current improvements consist of a previously developed lot. At the time of sale there was a 4,392 SqFt multifamily complex, 3,844 SqFt multifamily complex
and a 3,863 SqFt multifamily complex on the three parcels of land. The site is zoned C2-1 (R4 for residential uses) 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 15,365 SqFt a maximum of 38 dwelling units would be permitted. This was a portfolio sale of three
properties, 10488, 10456-10458 and 10460 Santa Monica Boulevard. The seller was the same for all three sales as was the dated and document number. The total sale price
for the portfolio was $9,400,500 and a total of 38 units can be built by-right on the three parcels. We could not confirm what the buyer plans on building on the site and no
plans or permits have been approved. This was the buyer’s upleg in a 1031 exchange. There were no other conditions reported at the time of sale.
Sub.

3/7/2017
261828

9,076

$3,500,000

16

$385.65

$218,750

76.8

See comments

Yes
6,760 SF

The subject is approved for a 16 unit development and therefore, for purposes of our analysis, we
used 16 units in the following analysis.
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
square 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.
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.
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COST APPROACH / LAND VALUATION (CONTINUED)
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 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. No adjustments for property
rights conveyed, atypical financing or motivation are required.
Date of Sale: The properties sold between May 2019 and current. Property values have increased
since the beginning of 2010 (at approximately five to ten percent or more per annum based on the
neighborhood and site specific locational characteristics) and we have applied adjustments 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.
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
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such as general location, proximity to access routes, employment centers, and access and exposure
of the site itself.
The subject property is considered to have average locational characteristics with good proximity
to freeways, employment centers, and retail and educational facilities. We adjusted the sales in
accordance with our discussions and research in the market.
Site / Project Size: Site size is an area which often is considered for adjustment. The subject
contains a site size of 9,075.6 square feet. Typically, smaller parcels sell for a higher unit value than
do larger ones due to economies of scale. However, in this instance, no supportive evidence
reflecting a price differential for sales within this size range can be quantified. We have, however,
considered an adjustment for project size as smaller projects tend to have less risk associated with
entitlements, etc versus a larger project.
Zoning: All of the presented sales had zoning designations that allowed for comparable multifamily
uses and all were reported to be affected by similar development standards. Therefore, no
adjustments for zoning were considered necessary.
Entitlements: As of the date of value, the subject property was entitled for the proposed project. For
purposes of our analysis, we applied upward adjustments to account for the time and costs associated
with obtaining entitlements where warranted. Based on the fact that we accounted for entitlement
costs in the costs spent to date, we assumed that none of the sales were entitled and applied a
$15,000 per unit downward adjustment to any sales that were entitled at the time of sale.
Condition/Improvements: For purposes of our analysis we have considered adjustments to the
comparables based on an estimated figure to account for any demolition costs which must be
incurred by the developer(s) - we applied upward adjustments based on the cost to demolish the
improvements (@ $10 per square foot).
Density: We have considered the density of the comparables in relation to the subject property. The
subject project reflects a density of 76.8 dwelling units per acre. Projects with higher densities tend
to have price per unit value indicators which are lower than those with lower densities. We have
applied adjustments accordingly which are somewhat based on the differences in the comparable
projects assuming they were more similar to the subject with respect to density. However, we have
not utilized the entire percentage difference. We have utilized a portion of this difference to account
for other physical and locational factors.
Affordable Component: The subject project does not include an affordable component. We did not
apply an adjustment for an affordable component based on the fact that any density increase is
generally offset by the BMR (Below Market Rent).
Please refer to the following adjustment grid for a summary of the previously indicated adjustments.
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APARTMENT LAND SALES ADJUSTMENT GRID
Subject

1

2

3

4

5

N/A
16
N/A

$5,250,000
15
$350,000

$7,500,000
32
$234,375

$3,200,000
8
$400,000

$3,000,000
8
$375,000

$9,400,500
38
$247,382

N/A
N/A

None
$350,000

None
$234,375

None
$400,000

None
$375,000

None
$247,382

$0
$234,375

$0
$400,000

$0
$375,000

$0
$247,382

SALE PRICE
No. Units
Price/Unit
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
$350,000
8/19

5/19

9/19

9/19

6/19

N/A
N/A

0.0%
$350,000

1.5%
$237,891

0.0%
$400,000

0.0%
$375,000

1.5%
$251,092

Comparable

Comparable

Superior

Superior

Comparable

DATE OF SALE
Adjustment
Adj. Price/Unit

LOCATIONAL AND PHYSICAL CHARACTERISTICS
LOCATION

90025

Adjustment

N/A

PROJECT SIZE

16 Units

Adjustment

N/A

ZONING

See comments

Adjustment

N/A

DENSITY

76.8 du/acre

Adjustment

N/A

ENTITLEMENTS

Assumed None

Adjustment

N/A

AFFORDABLE

No

Adjustment

N/A

DEMOLITION

at $10 psf

Adjustment

N/A

ADJUSTED SALE PRICE

N/A

0.0%
Comparable

0.0%
Inferior

0.0%
Comparable

-10.0%
Superior

Comparable
5.0%

Comparable

0.0%
Superior

Inferior
$5,028
$305,028

Comparable

Comparable

Inferior

$285,716

$3,565
$323,565

15.0%
Comparable

$0
Comparable

0.0%
Inferior

$248

0.0%

-10.0%
Comparable

Comparable

Inferior

Comparable

0.0%

$0

0.0%

5.0%

Superior

-10.0%

$0

0.0%

Comparable

Superior

15.0%

Inferior

0.0%

0.0%

Inferior

0.0%

Comparable

Comparable

Comparable

-10.0%

0.0%

0.0%

($15,000)
Comparable

-10.0%

$0
Comparable

0.0%
Inferior

0.0%
Inferior

$3,511
$303,511

$3,177
$304,488

Unadjusted Range (Min/Max/Avg)

$234,375

$400,000

$321,351

Adjusted Range (Min/Max/Avg)

$285,716

$323,565

$304,462

The adjusted indicators range from $285,716 to $323,565 per unit with an average of $304,462 per
unit. After careful consideration of the foregoing data and other factors, it is concluded that the fee
simple land value of the subject site is $300,000 per unit (applied to the 16 - approved units), or
$4,800,000.
In order to calculate the As Is value, the appraisers added the costs spent to date. It is an
extraordinary assumption of this appraisal report that the costs spent to date are accurate and only
reflect the costs which would be recognized by a potential buyer (i.e., related to plans, permits, etc).
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MARKET VALUE AS IS / COSTS SPENT TO DATE
Land Value
Costs Spent to Date (See Addenda)

$4,800,000
Municipal, Utility Fees, Permits
Surveys & Studies / Pre-development
Overhead and Other Fees

Less:

$543,655
$78,689
$685,348
($46,550)

Market Value As Is

$6,061,142

Market Value As Is (RD)

$6,060,000

Fee Simple Market Value As Is
The Market Value As Is reflects the current value of the entitled site. Based on a sales comparison
analysis, we concluded that the Fee Simple Market Value As Is, as of December 5, 2019, is as
follows:
Fee Simple Market Value “As Is” as of December 5, 2019
$6,060,000
SIX-MILLION SIXTY-THOUSAND DOLLARS
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.

Cost Analysis
Direct Costs: Direct Costs have been estimated by adding the costs for the basic structure, as
estimated by the Marshall Valuation Cost Analysis, plus direct costs related to yard improvements.
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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.
2. Normal interest on building funds during period of construction and processing fee or service charge is included.
3. Sales taxes on materials.
4. Normal site preparation including finish grading and excavation for foundation and back-fill.
5. Utilities from structure to lot line for typical setback.
6. Contractor's overhead and profit including job supervision, workmen's compensation, fire and liability insurance,
unemployment insurance, equipment, temporary facilities, security, etc.

The following table indicates the Marshall Valuation Service cost estimate for the subject project.
Building Type

Luxury Apartment

Parking Garage

Construction Type

Excellent Class D

Good Class C

Base Cost/SqFt

$252.00

$37.75

HVAC

Included

Included

Sprinklers

$4.00

$4.00

Cost/SqFt

$256.00

$41.75

Local Multiplier

1.21

1.21

Current Multiplier

1.02

1.0

Total Multiplier

1.234

1.210

Refined Cost/SqFt

$315.96

$50.52

Gross SqFt

24,144

13,208

$7,628,422

$667,235

Costs for Structures

FF&E: Based on Marshall Valuation, appliances and FF&E are estimated to cost $322,039 which
is similar to the developer’s projection and the market.
Paving/Yard Improvements: We estimated $5.00 per square foot of the site area for yard
improvements. This equates to $25,000.
Overall, the total direct costs per Marshall & Swift are $12,160,000. In this analysis, we placed
greatest reliance on the developer’s projected costs given their experience in the market.
Indirect Costs: The Marshall Valuation Cost Analysis does not include the following:
1. 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.
2. Pilings or hillside foundations are considered an improvement to the land. This also refers to soil compaction
and vibration, terracing, etc.
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3. 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.
4. 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.
5. Off site costs including roads, utilities, park fees, jurisdictional hook-up, tap-in or impact fees and assessments,
etc.
6. Furnishings and fixtures, usually not found in the general contract, that are peculiar to a definite tenant.
7. 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 1.22% of the land value for an
estimated construction period of one year.
Absorption Costs: These are the costs required to bring the property from zero occupancy to its
stabilized occupancy, and include leasing costs, rent loss during the lease-up period, leasing
commissions, and tenant improvements. These costs are computed later in the report, totaling
$360,000 rounded. We have used this figure in this approach.
Permanent Loan Fees: Permanent loan fees are based on 1.5 loan points of 75% of total direct
costs + real estate taxes + absorption costs.
Contingency Fees: The appraisers estimate a contingency based on 5% of total direct costs.
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 at 20% of the total cost.
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.1
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.

1

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

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 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: The project will be brand new, so there is no physical curable
deterioration.
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 reflect new interior construction upon completion of
construction 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
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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 form of
external obsolescence.
Conclusion
An analysis was completed for the subject improvements utilizing the developer’s costs. Your
attention is invited to the following chart wherein this cost estimate is set out.
PMV Upon Stabilization
Cost Approach Summary
TOTAL DIRECT COST (Developer Net of Demo Costs)
Real Estate Taxes + Assessments
Absorption Costs
Permanent Loan Fees
Contingencies/Other

1.22%
LTV 75%, 1.5 points
5.00%

$12,160,000
$73,932
$360,000
$141,682
$608,000

TOTAL INDIRECT COSTS

$1,183,614

TOTAL COST NEW

$13,343,614

DEVELOPER’S PROFIT

20.00%

REPLACEMENT COST NEW
Physical & Functional Depreciation
Deferred Maintenance/Obsolescence

$2,668,723
$16,012,336

0.00%

$0
$0

DEPRECIATED REPLACEMENT COST

$16,012,336

LAND VALUE

$6,060,000

PMV Upon Stabilization

$22,072,336

Rounded

$22,100,000

As indicated above, the Prospective Market Value Upon Stabilization is $22,100,000.
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INSURABLE COST
Insurable Cost Worksheet
Los Angeles, California
Procedure
As instructed by the client, an Insurable Cost has been included in this appraisal report. The
procedures, as instructed by the client, for estimating an Insurable Cost are as follows:
1)

2)
3)
4)

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.
Add the cost of tenant improvements that are currently in-place.
Add tenant improvements yet to be installed.
Add furniture, fixtures, and equipment (FF&E)

Depreciation - Based upon the instructions of the client, no depreciation allowance was applied.
Conclusion
In the Cost Approach, an analysis was completed for the subject improvements utilizing the
developer’s costs and Marshall Valuation Service. The total direct costs are $9,783,065. Excluding
10% for indirect costs (architectural & engineering, planning/permit fees), the insurable cost is
$8,800,000 (rounded).
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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 necessarily 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.2
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.3
For apartment properties, only the direct capitalization is relevant. 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 chart is information regarding several 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.

2The Appraisal of Real Estate, Fourteenth Edition, Appraisal Institute, Chicago IL, 2013.
3

Ibid
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Search Methodology: A detailed search was made for apartment projects which were deemed to be
similar to the subject property in terms of their locational characteristics, condition, age, parking
availability, unit mix and unit sizes. Because the subject will be new construction, the appraisers
focused on properties that are relatively new or were renovated recently.
The subject will consist of two - different (furnished) product types: (1) studio unit with a private
kitchen and private bathroom; and (2) co-living suite with a shared kitchen and a private bathroom.
The rental comparables in the following chart are considered to be the best comparables for the
subject project.
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SUMMARY OF COMPARABLE RENTALS
No.

1

Location
County / Year Built
Proximity to Subject /
Contact
APN

# of
Units

NMS 1759
1759 Beloit Avenue
Los Angeles, CA 90025
Los Angeles County /
2009
< 0.1 Miles / (213) 3586791
4261-019-004
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Config / Size

Effective
Rental
Rate

Rent/
SqFt

No.
Rooms

No.
Beds

P/S
Bathroom

P/S
Kitchen

Unit Amenities 1

Services 2

R

D

S

HVAC

W/D

Furnishings 3

Utilities 4

Occupancy
Amenities
Parking

89%
Controlled access,
elevator, conference
room, courtyard
One assigned space
for studio and one
bedroom units, two
assigned spaces for
two bedroom units.

Co-Living
Suite A

360

$2,895

$8.04

1

1

P

1.0

--

--

-

-

-

X

S

None

B, D, C, TV, K

W, S, G, T,
E, WF, C

Co-living
Suite B

415

$2,995

$7.22

1

1

P

1.0

--

--

-

-

-

X

S

None

B, D, C, TV, K

W, S, G, T,
E, WF, C

Co-living
Suite C

650

$4,595

$7.07

1

1

P

1.0

P

1.0

X

X

X

X

S

None

B, D, C, TV, K

W, S, G, T,
E, WF, C

Conventional
1+1

450

$2,395

$5.32

1

1

P

1.0

P

1.0

X

X

X

X

P

None

None

None

Conventional
2+2

1,015

$3,770

$3.71

2

2

P

1.0

P

1.0

X

X

X

X

P

None

None

None

$6,190

$6.10

2

2

P

2.0

P

1.0

X

X

X

X

P

None

B, D, C, TV, K

None

1,015
Rental Concessions: None.

Description: Six-story elevator over parking.

Lease Terms: 12 Months.
Comments: Unit sizes listed above based on Manager’s estimate. House keeping and linens provided for a premium of $100 per month plus a $175 charge per house cleaning. Share entry way and laundry room only, Co-living suites A & B come with
microwave and sink only. Porter cleans common areas not charged to tenants.
Finishes / Ren: Granite counter tops, vinyl plank and tile flooring, stainless steel appliances, European-style cabinets, base molding, recessed lighting.
2

NMS 11649
11649 Mayfield Avenue
Los Angeles, CA 90049
Los Angeles County /
2007
1.1 Miles / (213) 3586243
4265-005-006

Rental Concessions: None.

38

Co-living
Suite

172

$2,295

$13.34

1

1

P

1.0

--

--

--

--

--

X

S

None

B, D, C, TV, K

W, S, G, T,
E, WF, C

Conventional
Bachelor

543

$3,895

$7.18

1

1

P

1.0

P

1.0

X

--

--

X

S

None

B, D, C, TV, K

W, S, G, T,
E, WF, C

Conventional
1+1

325

$3,345

$10.29

1

1

P

1.0

P

1.0

X

X

X

X

P

None

B, D, C, TV, K

W, S, G, T,
E, WF, C

73%
Controlled access,
fitness center,
courtyard, elevator,
rooftop lounge
Co-living and
bachelor units have
street parking only.
One bedroom units
receive one assigned
space per unit.

Description: Four-story elevator over parking.

Lease Terms: 12 Months.
Comments: Unit sizes listed above based on Manager’s estimate. Co-living suites share entry way and laundry room only. Housekeeping and linens provided for an additional $200 premium and $95 per house keeping service. Porter cleans common
areas not charged to tenants.
Finishes / Ren: Stone counter tops, hardwood and tile flooring, stainless steel appliances, European-style cabinets, base molding, recessed lighting.
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3

NMS 11665
11665 Mayfield Avenue
Los Angeles, CA 90049
Los Angeles County /
2018
1.1 Miles / (213) 3586723
4265-005-007

4

Co-living
Suite

168

Rental Concessions: None.

$1,883

$11.24

4

4

S

0.5

S

0.25

X

X

X

X

S

None

B, D, C, TV, K

W, S, G, T,
E, WF, C

100%
Controlled access,
rooftop lounge, fire
pit, courtyard
Street parking only.

Description: Two-story garden.

Lease Terms: 12 Months.
Comments: Unit sizes listed above based on Manager’s estimate. One shared kitchen per four suites and one shared bathroom per two suites. Housekeeping and linens provided for an additional $200 premium and $95 per house keeping service for
suite cleaning. Porter cleans common areas not charged to tenants
Finishes / Ren: Stone counter tops, vinyl plank and tile flooring, stainless steel appliances, custom cabinets, hardware and fixtures.
4

Mysuite at Wilshire
Margot
10599 Wilshire
Boulevard
Los Angeles, CA 90024
Los Angeles County /
2007
1.4 Miles / (213) 9869783
4360-018-237

Rental Concessions: None.

203

Co-living
Suite

145

$2,304

$15.86

3

3

P

1.0

S

0.33

X

X

X

X

S

Common
Area Maid
Service

B, D, C, TV, K

209

$2,396

$11.47

3

3

P

1.0

S

0.33

X

X

X

X

S

Common
Area Maid
Service

B, D, C, TV, K

435

$3,795

$8.73

3

3

P

1.0

S

0.33

X

X

X

X

S

Common
Area Maid
Service

B, D, C, TV, K

Conventional
Studio

193

$2,995

$15.52

1

1

P

1.0

P

1.0

X

-

-

X

P

None

None

None

235

$3,195

$13.60

1

1

P

1.0

P

1.0

X

-

-

X

P

None

None

None

298

$3,495

$11.73

1

1

P

1.0

P

1.0

X

-

-

X

P

None

None

None

Conventional
1+1

618

$3,995

$6.46

2

1

P

1.0

P

1.0

X

X

X

X

P

None

None

None

$4,300

$4.83

2

1

P

1.0

P

1.0

X

X

X

X

P

None

None

None

890

W, S, T, G,
E, WF

95%
Controlled access,
elevator, business
center, media
lounge, rooftop
lounge, BBQ,
sauna, fitness center
$100 per month
premium per space
in subterranean
parking garage.

Description: Six-story elevator over parking.

Lease Terms: 12 Months.
Comments: Unit sizes listed above based on Manager’s estimate. Maid service cleans the shared kitchen and laundry room and restocks (i.e. paper towels, soap, detergent, etc). $75-$150 premium per house keeping service for suite cleaning.
Finishes / Ren: Stone counter tops, hardwood and tile flooring, stainless steel appliances, custom cabinets, base molding, recessed lighting.
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5

Mysuite at Avo
1446 Yale Street
Santa Monica, CA 90404
Los Angeles County /
2018
1.6 Miles / (213) 6341301
4267-019-021

7

Co-living
Suite

200

$2,750

$13.75

2

2

P

1.0

S

0.5

X

X

X

X

S

None

B, D, C, TV, K

W, S, T, G,
E, WF

Conventional
1+1

450

$4,595

$10.21

1

1

P

1.0

P

1.0

X

X

X

X

P

None

None

W, S, G, T,
E, WF

Conventional
2+2

700

$6,000

$8.57

2

2

P

1.0

P

1.0

X

X

X

X

P

None

None

W, S, G, T,
E, WF

Rental Concessions: None.

100%
Controlled access,
patio, lounge,
firepit, BBQ
$200 premium per
month for covered
space.

Description: Single-story garden.

Lease Terms: 12 Months.
Comments: Unit sizes listed above based on Manager’s estimate. Maid service cleans the shared kitchen and laundry room and restocks (i.e. paper towels, soap, detergent, etc). $200 premium per month, bi-weekly cleaning of suite.
Finishes / Ren: Stone counter tops, hardwood and tile flooring, stainless steel appliances, custom cabinets, hardware and fixtures, recessed lighting, base molding.
6

1837 Sawtelle Boulevard
Los Angeles, CA 90025
Los Angeles County /
2018
0.1 Miles / (323) 8058756
4261-021-008

19

Conventional
Studio

610

$2,475

$4.06

1

1

P

1.0

P

1.0

X

X

X

X

P

None

None

None

Conventional
1+1

800

$2,800

$3.50

1

1

P

1.0

P

1.0

X

X

X

X

P

None

None

None

Rental Concessions: None.

95%
Rooftop deck, BBQ,
controlled access,
elevator
One assigned space
in subterranean
parking garage.

Description: Three-story elevator.

Lease Terms: 12 Months.
Comments: Unit sizes listed above based on Manager’s estimate.
Finishes / Ren: Stone counter tops, hardwood flooring, stainless steel appliances, custom cabinets, hardware and fixtures, tile back splash.
7

&Pico
11916 West Pico
Boulevard
Los Angeles, CA 90064
Los Angeles County /
2019
1.0 Miles / (844) 4073358
4259-039-009

Rental Concessions: None.

100

Conventional
Studio

478

$2,778

$5.81

1

1

P

1.0

P

1.0

X

X

X

X

P

None

None

None

Conventional
1+1

682

$3,293

$4.83

1

1

P

1.0

P

1.0

X

X

X

X

P

None

None

None

Conventional
2+2

1,000

$4,344

$4.34

1

1

P

1.0

P

1.0

X

X

X

X

P

None

None

None

8% (Lease Up)
Controlled access,
elevator, fitness
center, pet park,
BBQ/picnic, spa
One assigned space
per studio and one
bedroom units and
two assigned spaces
per two bedroom
units in subterranean
parking garage.

Description: Four-story elevator.

Lease Terms: 12 Months.
Comments: Unit sizes listed above based on sizes provided online.
Finishes / Ren: Stone counter tops, vinyl plank and tile flooring, stainless steel appliances, custom cabinets, hardware and fixtures, tile back splash.
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8

Midvale Towers
1441 Midvale Avenue
Los Angeles, CA 90024
Los Angeles County /
1987 (Ren)
0.7 Miles / (844) 7279717
4324-011-033

Rental Concessions: None.

59

Conventional
Studio

468

$2,325

$4.97

1

1

P

1.0

P

1.0

X

X

X

X

S

None

None

None

Conventional
1+1

691

$2,600

$3.77

1

1

P

1.0

P

1.0

X

X

X

X

S

None

None

None

Conventional
2+2

952

$3,100

$3.26

2

2

P

1.0

P

1.0

X

X

X

X

S

None

None

None

93%
Controlled access,
BBQ/picnic,
elevator, fitness
center, sauna
One assigned space
per studio and one
bedroom units and
two assigned spaces
per two bedroom
units in subterranean
parking garage.

Description: Four-story elevator.

Lease Terms: 12 Months.
Comments: Unit sizes listed above based on sizes provided online.
Finishes / Ren: Stone counter tops, vinyl plank and tile flooring, black appliances, custom cabinets, hardware and fixtures, tile back splash.

1 - 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.
2 - Services: Maid services - cleaning common areas included in rental rate, cleaning of private suites is an additional fee.
3 - Furnished: B - Bed; D - Desk; C - Couch; TV - Television; K - Kitchen (includes dishware, paper towels, etc.); L - Linens
4 - Utilities: W - Water; S - Sewer; T - Trash; G - Gas; E - Electricity; WF - WiFi; C - Cable.
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RENTAL COMPARABLE PHOTOGRAPHS

RENTAL No. 1: 1759 Beloit Avenue

RENTAL No. 2: 11649 Mayfield Avenue

RENTAL No. 3: 11665 Mayfield Avenue

RENTAL No. 4: 10599 Wilshire Boulevard

RENTAL No. 5: 1446 Yale Street

RENTAL No. 6: 1837 Sawtelle Boulevard

RENTAL COMPARABLE PHOTOGRAPHS

RENTAL No. 7: 11916 West Pico Boulevard

RENTAL No. 8: 1441 Midvale Avenue

INCOME CAPITALIZATION APPROACH (CONTINUED)
Conclusion of 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.
Methodology: For purposes of our analysis, we categorized the rental data into stand alone studio
units and co-living suites. The studio units are traditional units whereas the co-living suites share
a common area kitchen and living room.
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, if any.
Lease Terms: All of the comparables offer 12 month leases which appears to be prevalent in the
market.
Location: The subject property has good locational characteristics in West Los Angeles, and is
located in close proximity to employment facilities, shopping facilities and educational facilities.
The comparables are located within a few miles of the subject property. We adjusted the rent
comparables as warranted.
Quality: The subject will have good quality construction. The comparables are felt to be of a similar
quality of construction and design when compared to the proposed subject improvements, however,
we have applied adjustments as warranted.
Furnishings: Each of the subject’s units (studio and co-living) will contain a murphy bed or
traditional bed, couch (if murphy bed is incorporated), small table and art work. The developer
indicated that they will be providing $224,654 in custom residential furnishings and $97,385 in site
furnishings. The total furnishings equate to $322,039 which is roughly 1.54% of the total value
conclusion.
The subject’s units will be leased furnished which is similar to a few of the comparables (See data
sheets). The appraisers researched furniture rental companies and spoke with property managers
at larger complexes which offer furnished units in the greater Los Angeles area. Depending on the
quality of the furnishings, the rent premium generally ranges from $100-$200 per unit/suite per
month (for a one bedroom unit). Therefore, we have applied an upward $150 per unit/suite per
month adjustment to the rental rates at the comparables which did not offer furnished units. This
adjustment is consistent with our research in the market as well as comparisons between furnished
and non-furnished rental comparables.
Condition/Age: The subject will be in new condition. The comparables were constructed or
renovated between 1987 (renovated) and 2018. Based on our discussions with the on-site managers
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at each of the complexes and tempered with the appraisers' own conclusions, we applied adjustments
to the comparables to reflect their inferior/superior condition at the time of the rental survey.
Kitchen Appliances: We applied adjustments to the comparables as warranted. For the studio units,
we adjusted for refrigerators. If refrigerators were not provided, then we applied an upward $35 per
month adjustment to the rental rates. For the suites, we considered adjustments for the fact that the
units will be provided with their own refrigerators.
Washer/Dryer: Each of the subject’s studio units will contain a washer and dryer, whereas each of
the co-living suites will contain a common area washer/dryer. For the comparables which did not
offer washers and dryers free of charge, we applied an upward $100 per month adjustment to the
rental rates (for studio units). This was consistent with our discussions in the market. The subject’s
co-living units will each contain a common area washer/dryer (free of charge). Based on the fact
that five co-living suites will be sharing one washing machine and one drying machines, we used
a lower adjustment of $50 per unit per month.
Project Amenities: All of the comparables offer some type of project amenity whether it is a pool,
hot tub, recreation room or fitness center. The subject will contain controlled access as well as a roof
deck (per the developer). For purposes of our analysis, we have applied nominal adjustments to the
comparables as warranted based on the amount and type of amenities offered at each project.
Parking: For purposes of our analysis, we assumed that the subject doesn’t provide parking and
applied a downward $150 per space per month to the comparables which offered parking.
According to our discussions with the co-living managers interviewed, parking availability is not
a high priority for these types of tenants. We considered the subject’s overall parking availability
in the final market rent conclusions.
Utilities: The landlord will pay for all utilities including gas, electricity, water, sewer, rubbish
removal, and WiFi. 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 City of Los Angeles Housing Authority.
Project Size: The subject property will contain 16 units. The appraisers recognize that all of the
comparables are larger than the subject. In order to find sufficient market data, larger complexes
needed to be surveyed. 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 is comprised of studio and one bedroom
unit types. Based on our discussions in the market, there clearly is a premium which is attributed to
the larger sized units. Most of the on-site managers that were interviewed indicated that all other
things being equal (i.e., similar physical and locational characteristics), that an approximate 5%
difference in rental rates would typically account for a ±50 to 150+ square foot difference in unit
sizes (less for larger unit types).
It is also important to identify the fact that we have given less reliance on the overall size adjustment
to the comparables based on the fact that unit sizes are sometimes overstated in order to entice
prospective tenants.
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For purposes of our analysis, we have also considered a separate adjustment for the difference in the
number of bathrooms of $100 to $200 per unit per month (lower portion of the range is
representative of a ½ bathroom difference).
No further adjustment items are noted for the comparables, with the adjustment grid for each of the
subject’s unit types presented to follow.
The following table displays the adjustments applied for the subject's studio units containing an
average of 409 square feet based on the categories described previously.
STUDIO UNITS - 409 SF
Project No.
Unit Type (Bed / Bath)

2

4

6

7

8

Bachelor

Studio

Studio

Studio

Studio

Unit Size (SF)

543

298

610

478

468

Monthly Rate

$3,895

$3,495

$2,475

$2,778

$2,325

Rate / SF

$7.17

$11.73

$4.06

$5.81

$4.97

Location

0.0%

0.0%

0.0%

0.0%

0.0%

Project Quality / Amenity

-2.5%

-2.5%

0.0%

-2.5%

-2.5%

Condition / Appeal

10.0%

10.0%

5.0%

5.0%

15.0%

Bed Diff / Configuration

5.0%

0.0%

0.0%

0.0%

0.0%

Size

-2.7%

2.2%

-4.0%

-1.4%

-1.2%

Overall Net % Adjustment

9.8%

9.7%

1.0%

1.1%

11.3%

Parking

$0

($150)

($150)

($150)

($150)

Kitchen Appliances

$0

$0

$0

$0

$0

$100

$0

$0

$0

$100

Washer / Dryer
Utilities

$0

$85

$85

$85

$85

Furnishings

$0

$150

$150

$150

$150

Bathroom Difference

$0

$0

$0

$0

$0

$100

$85

$85

$85

$185

Adjusted Rent

$4,377

$3,920

$2,584

$2,894

$2,773

Adjusted Min / Max / Avg.

$2,584

$4,377

Average

$3,310

Adjusted SF Min / Max / Avg.

$6.32

$10.70

Average

$8.09

Overall Net $ Adjustment

As noted in the previous adjustment grid, the comparables have an adjusted range from $2,584 to
$4,448 per month, with an average of $3,499 per month. According to the developer, the projected
rent for all studio units is $3,195 to $3,495 per month, with an average of $3,395 per month. Based
on a review of the unadjusted and adjusted ranges of the comparables, we concluded to a market
rental rate of $3,300 per month for the subject's studio units with an average of 409 square feet. This
is an average which reflects the most and least desirable units within the complex.
The following table displays the adjustments applied for the subject's co-living suites containing an
average of 343 square feet based on the categories described previously.
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CO-LIVING UNITS - 343 SF
Project No.
Unit Type (Bed / Bath)

1

2

3

4

5

Co-Living

Co-Living

Co-Living

Co-Living

Co-Living

Unit Size (SF)

360

172

168

209

200

Monthly Rate

$2,895

$2,295

$1,883

$2,396

$2,750

Rate / SF

$8.04

$13.34

$11.21

$11.46

$13.75

Location

0.0%

0.0%

0.0%

0.0%

0.0%

Project Quality / Amenity

0.0%

-2.5%

0.0%

-2.5%

-2.5%

Condition / Appeal

10.0%

10.0%

5.0%

10.0%

5.0%

Bed Diff / Configuration

0.0%

0.0%

0.0%

0.0%

0.0%

Size

-0.3%

3.4%

3.5%

2.7%

2.9%

Overall Net % Adjustment

9.7%

10.9%

8.5%

10.2%

5.4%

Parking

$0

$0

$0

$0

$0

Kitchen Appliances - Refrig (Private)

$35

$35

$35

$35

$35

Washer / Dryer (Shared)

$0

$0

$0

$0

$0

Utilities

$0

$0

$0

$0

$0

Furnishings

$0

$0

$0

$0

$0

Bathroom Difference

$0

$200

$200

$0

$0

Overall Net $ Adjustment

$35

$235

$235

$35

$35

Adjusted Rent

$3,210

$2,781

$2,278

$2,675

$2,932

Adjusted Min / Max / Avg.

$2,278

$3,210

Average

$2,775

Adjusted SF Min / Max / Avg.

$6.64

$9.36

Average

$8.09

As noted in the previous adjustment grid, the comparables have an adjusted range from $2,278 to
$3,210 per month, with an average of $2,835 per month. According to the developer, the projected
rent for all co-living units is from $2,695 to $2,895 per month, with an average of $2,783 per month.
Based on a review of the unadjusted and adjusted ranges of the comparables, we concluded to a
market rental rate of $2,775 per month for the subject's co-living suites with 343 square feet. This
is an average which reflects the most and least desirable units within the complex.
Rent Control
None.
Potential Gross Rental Income
Based upon the concluded market and affordable rent assumptions set forth for the subject property,
potential gross rental income can be derived in the following chart:
POTENTIAL GROSS RENTAL INCOME
Unit Type
Studio

Monthly
Rent/Unit

No.

Monthly
Market Rent

Total Annual
Market Rent

8

$3,300

$26,400

$316,800

Co-Living Suite

40

$2,775

$111,000

$1,332,000

Totals/Avg

48

$2,863

$137,400

$1,648,800
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The forecasted potential gross rental income of $137,400 per month is similar to the developer’s
figure of $138,460 per month. The projected market rents are supported by the market comparables.
Additional Income Sources
Sources of other income include such items as application fees, late fees, returned check fees,
transfer fees, pet rent, storage rent, laundry income and lease cancellation fees. The subject property
will not collect any laundry income based on the fact that the subject’s units will include a washer
and dryer.
The following chart was derived from The Institute of Real Estate Management - 2019 (IREM) and
reflect historical rent and ancillary income figures for Elevator Buildings in the Los Angeles Metro
market (as of 2019 reflecting 2018 data, based on 22 buildings and 5,195 apartments).
Conventional Apartments by Metro - LOS ANGELES, CA - HIGH RISE ELEVATOR - MEDIAN $/Unit
Line Item
2018
2017
2016
2015
2014
RENTS-APARTMENTS
$29,064
$31,509
$26,080
$21,056
$20,988
RENTS-GARAGE/PARKING
$746
$226
$229
None
$941
RENTS-STORES/OFFICES
None
$3,143
None
None
None
GROSS POSSIBLE RENTS
$30,355
$31,525
$28,660
$21,056
$20,988
CONCESSIONS
$177
$121
$175
None
$36
VACANCIES/RENT LOSS
$2,398
$3,026
$3,918
$2,356
$1,322
TOTAL RENTS COLLECTED
$27,038
$29,908
$23,877
$19,543
$19,873
OTHER INCOME
$269
$331
$379
$106
$190
GROSS POSSIBLE INCOME
$31,002
$33,213
$29,267
$21,056
$20,988
TOTAL COLLECTIONS
$28,214
$29,909
$23,972
$19,564
$19,873

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).
According to the developer’s proforma, they project a total ancillary income of $83,325 which is
allocated as follows: Other Income at a rate of $100 per unit per month; and Parking Income at $225
per space per month (25 spaces).
Based on the information from the Rental Comparables, we used a figure of $150 per space per
month for parking (applied to 24 spaces), and an additional $25 per unit per month in Other Income
(applied to 48 income producing units/suites). The Other Income accounts for late fees, NSF fees,
applicatoin fees, etc This equates to a total of $57,600 or $58,000 (RD).
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 comparable projects surveyed indicated overall occupancy levels ranging from 73% to 100%
with three of the five co-living projects in the 95% to 100% range. According to our discussions
with numerous managers, there are no major differences in the occupancies of conventional and/or
co-living type projects. In the Market Analysis section (via Costar Group), the submarket’s
historical annual (2013-2018) vacancy rate was from 4.1% to 5.5% and was forecast annually (20192023) to range from 5.1% to 5.3%.
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Based on the previous factors, we feel that the stabilized vacancy and collection loss level should
be approximately 5.0% which represents both vacancy and collection loss. A 5.0% allowance is
consistent with the market information and is considered a reasonable amount to achieve on a
consistent stabilized basis.
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 summary of the projected operating expenses by the developer. Due to the
variety of expense categories used by property managers and cost publications, all expenses have
been categorized into several main categories for uniform comparison. Please refer to the following
chart for a summary of the developer’s projections and the appraiser’s conclusions.
It should be noted that for purposes of our analysis, we concluded to per unit figures based on a total
of 48 - income producing dwelling units (comprised of eight - studio units and 40 - co-living suites).
DEVELOPER’S EXPENSES / APPRAISER CONCLUSIONS
Developer’s
Proforma

Appraiser Conclusion

No. Units

48 (Total)

Year Built

Proposed

Avg Unit Size SF

354

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

$216,250

$4,505

1.22% x tax rate

Included in the Effective Tax Rate Above

Based on an estimated effective tax rate of 1.22% which accounts
for the general tax levy and direct assessments.

$8,000

$167

$8,000

$167

$107,280

$2,235

$107,000

$2,229

See previous comments related to landlord and tenant
responsibilities. We used a figure which is supported by the market
and reflects an expense in line with the developer’s expense.

$24,000

$500

$24,000

$500

This expense is based on the comparable data and is deemed to be
supported by the market. The developer does not indicate an R&M
expense in the pro-forma. We used a figure in line with the market
based on the size and unit mix.

Contract Maintenance
(Pest/Elevator/Landscaping)

$0

$0

$6,000

$125

This expense is based on the comparable data and is deemed to be
supported by the market. We used $500 per month.

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

$77,500

$1,615

$77,520

$1,615

This expense is based on the comparable data and is deemed to be
supported by the market. We used a figure in line with the
developer’s projection and the market.

Administrative / Legal

$16,000

$333

$16,000

$333

Based on comparable data. This expense reflects rent registration
fees and any legal or accounting expenses associated with the
subject. We used an expense which is in line with the developer’s
projected expense.

Off-Site Management

$41,544

$866

3.0% of EGI

We used a figure of 3.0% of EGI which is in line with the per unit
expense for similar sized projects.

Advertising

$8,000

$167

$7,200

$150

This expense is based on the comparable data and is deemed to be
supported by the market. We used $150 per unit per annum.

Reserves

$2,400

$50

$7,200

$150

Based on $150 per unit per annum which appears reasonable based
on our research in the market as well as the sizes of the units.

Utilities
(Gas, Electric, Water/Sewer,
Trash)
Repairs & Maintenance

The estimated figure is supported by market data.
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The following charts reflect the IREM operating expense guideline, based historical (2014-2018)
information as derived from IREM 2019 for Elevator Buildings in the Los Angeles Metro market
(as of 2019 reflecting 2018 data, based on 22 buildings and 5,195 apartments). The IREM data is
summarized in the following chart:
Conventional Apartments by Metro - LOS ANGELES, CA - HIGH RISE ELEVATOR - MEDIAN $/Unit
Line Item
2018
2017
2016
MANAGEMENT FEE
$854
$690
$649
OTHER ADMINISTRATIVE.**
$1,153
$1,016
$956
SUBTOTAL ADMINIST.
$2,255
$1,492
$1,101
SUPPLIES
$115
$194
$117
HEATING FUEL-CA ONLY*
$140
None
$31
CA & APTS.*
None
None
None
ELECTRICITY--CA ONLY*
$394
$374
$367
CA & APTS.*
$1,056
$1,440
$1,336
WATER/SEWER--CA ONLY*
$334
$457
$341
CA & APTS.*
$247
None
$129
GAS----------CA ONLY*
$129
$144
$279
CA & APTS.*
$60
None
None
BUILDING SERVICES
$461
$372
$917
OTHER OPERATING
None
None
None
SUBTOTAL OPERATING
$1,549
$1,862
$2,380
SECURITY**
$671
$466
$388
GROUNDS MAINTENANCE**
$160
$153
$172
MAINTENANCE-REPAIRS
$928
$918
$1,035
PAINTING/DECORATING**
$283
$355
$119
SUBTOTAL MAINTENANCE
$1,426
$1,234
$1,498
REAL ESTATE TAXES
$4,381
$3,908
$3,927
OTHER TAX/FEE/PERMIT
$163
$27
$247
INSURANCE
$433
$440
$511
SUBTOTAL TAX-INSURANCE
$5,582
$4,620
$4,105
RECREATNL/AMENITIES**
$37
$49
$114
OTHER PAYROLL
$1,332
$1,776
$714
TOTAL ALL EXPENSES
$11,669
$10,469
$9,510
NET OPERATING INCOME
$18,547
$19,746
$17,399
PAYROLL RECAP**
$1,315
$2,823
$2,728

2015
$637
$856
$1,447
$553
$33
None
$217
None
$604
None
$77
None
$1,719
None
$2,036
$360
$192
$644
$123
$1,055
$735
None
$125
$904
$538
$1,954
$7,210
$10,178
$997

2014
$545
$835
$1,435
$513
$59
None
$361
$1,187
$410
None
$161
$89
$545
None
$1,978
$181
$136
$586
$77
$887
$2,020
None
$553
$2,515
$468
$1,709
$7,852
$13,311
$696

Total Expense Estimate
Total expenses, which include replacement reserves, fixed expenses and operating expenses, are
estimated at $577,060 for the subject property (33.8% of the PGI or $12,022 per unit which includes
real estate taxes) and are supported by the expense ratios indicated by the sales used in the Sales
Comparison Approach to follow.
Net Operating Income
Net operating income is derived by subtracting the total operating expenses from the total estimated
effective gross income.
Capitalization Rate
In order to derive an appropriate capitalization rate we have analyzed recent sales of comparable
multi-family residential properties in relation to investor expectations.
As noted in the following chart, the primary sales show a range of proforma overall rates from
4.15% to 5.20%. All of the comparables are considered to provide a good indication of a market
oriented overall capitalization rate for the subject property complex. From a comparability
standpoint, the best comparables (i.e., least net adjustments in the Improved Sales Grid) are deemed
to be Data Nos. 1, 3 and 4. Please refer to the following chart for a summary of the actual income
in place and proforma OARs for each improved sale (where available):
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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

3.92%

4.37%

$19,000,000

15.22

$1,248,080

14.72

$1,290,860

3%

2

4.06%

4.70%

$11,500,000

15.36

$748,519

13.86

$829,999

11%

3

--

4.49%

$10,350,000

--

--

14.47

$715,200

--

4

4.00%

5.20%

$8,950,000

--

--

--

--

--

5

2.62%

5.05%

$11,435,000

20.58

$555,600

13.20

$866,220

56%

6

3.13%

4.15%

$17,700,000

18.26

$969,400

15.28

$1,158,239

19%

7

3.50%

--

$38,000,000

--

--

--

--

--

Average

3.54%

4.66%

17.36

14.31

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 will have a unit mix comprised of eight - studio units and eight - co-living units with 40
suites. The co-living development is a relatively new type of living arrangement in the subject’s
immediate submarket. Considering its new age and location, the subject property should have an
OAR in the mid to upper-four percent range, or 4.50% to 4.75%. Our concluded cap rate reflects
the fact that the subject is proposed and there is risk associated with the construction and lease up
of the proposed improvements (versus the improved sales which were existing and constructed and
most were stabilized).
Based on our discussions with several active brokers in the market (Marcus & Millichap and
Hendricks & Partners), an appropriate overall capitalization rate for the subject property should be
in the mid to upper-four percent range. Based on the sales presented, we felt that an appropriate
overall capitalization rate would be 4.50% to 4.75%.
In addition to considering the comparable sales found in the marketplace, we have reviewed the 3rd
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

3.75%-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%

Survey

(Last Quarter)
Range
Avg.

(Last Quarter)
Range
Avg.

(Last Quarter)
Range
Avg.

PwC Real Estate Investor Survey - All Apartments National

3.50%-7.0%

5.14%

5.25%-10.0%

7.11%

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 3.75% to 7.0% with an average of 5.10% 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 7.09% 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.
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INCOME CAPITALIZATION APPROACH (CONTINUED)
Band of Investment / D.C.R. (Debt Coverage Ratio): we did not consider the Band of Investment
technique or the Debt Coverage Ratio for determining the overall capitalization rate as these
technique was reported to be secondary indicators and were not used for OAR derivation by
investors or active market participants.
After a physical inspection of the subject property and the market data, an overall capitalization rate
of 4.50% to 4.75% 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 in excellent condition subsequent to completion of construction.
The subject property has good access and proximity to employment centers and retail facilities.
The PMVSO reflects a future value, which is inherently riskier than a current value of a stabilized project.
The subject property is located within an area of good demand for apartment space, as evidenced by the occupancy
levels of the rental comparables as well as the historical occupancy levels of the subject property.

Overall, after considering the comparables included, the current investor surveys and the subject’s
investment quality, it was concluded that a 4.50% to 4.75% overall capitalization rate would be
appropriate.
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INCOME CAPITALIZATION APPROACH (CONTINUED)
Direct Capitalization - PMVSO
DIRECT CAPITALIZATION -

, LOS ANGELES, CA

Gross Rental Income

$1,648,800

Plus: Ancillary Income

$58,000

TOTAL GROSS POTENTIAL INCOME
Less: Vacancy and Collection Loss

$1,706,800
5.0% of EGI

($85,340)

EFFECTIVE GROSS INCOME

$1,621,460
Total

Real Estate Taxes (1.22%)

Per Unit

$275,496

$5,740

$8,000

$167

Utilities (Gas/Electricity/Water/Sewer)

$107,000

$2,229

Repairs & Maintenance / Apt Turnover

$24,000

$500

Insurance

Contract Maintenance

$6,000

$125

On-Site Payroll

$77,520

$1,615

Administrative/Legal

$16,000

$333

Off-Site Management

$48,644

$1,013

$7,200

$150

Advertising
Reserves
TOTAL EXPENSES
NET OPERATING INCOME

$7,200

$150

$577,060

$12,022

$1,044,400

$21,758

CAPITALIZATION RATE

Property Tax Calculation
$275,496

3.0%

@ $150 per unit per annum
33.8%

% OF PGI

4.625%

INDICATED FEE SIMPLE PMVSO

$22,581,626

INDICATED FEE SIMPLE PMVSO (RD)

$22,600,000

INDICATED VALUE/UNIT

48

$470,833

Fee Simple PMVSO via Income Approach Conclusion
As indicated by the value conclusion from the previous Direct Capitalization approach, the PMVSO
of the subject property improvements via the Income Approach as of May 1, 2022 is $22,600,000.
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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 reasonably comparable apartment
complexes. The appraisers searched for market indicators which were recently constructed or
renovated and have reasonably close proximity to the subject property. The search focused on
properties with larger units like the subject.
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.
It is important to identify the fact that the co-living product type is a relatively new product type and
therefore, there have not been any sales which are worthy to note. The subject is comprised of eight
- traditional apartment units (studio units) and eight - units with five co-living suites in each. Based
on the hybrid use of this complex (i.e., co living and traditional living) and the lack of co living sales
in the market, the comparables identified in the following chart are deemed to be the best indicators
of value for the subject.

76

SALES COMPARISON APPROACH (CONTINUED)
SUMMARY OF IMPROVED SALES
No. Units

Sale
1

Name/Location
County / APN
Buyer / Seller
Metropolitan at Larchmont
Village
5825 Camerford Avenue
Los Angeles, CA 90038
Los Angeles County
5534-034-046
Buyer - Sun West Express LLC
& Marqueee Family LP
Seller - Camerford, LLC

Sale Date
Doc. No.
8/9/2019
802987

Sale
Price
$19,000,000

Gross SF*
Avg SF
34

Yr Built
Price/Unit
Price / SF

Average No. Rooms

$558,824

Studio

2

5.9%

$578

1BD

22

64.7%

2BD

10

29.4%

0

0.0%

32,865

3/4 BD

967

Site Size: 19,890 SqFt

3.24

Prof OAR
NOI/Unit
O.E. Ratio
GIM

Act OAR
NOI/Unit
O.E. Ratio
GIM

Occupancy

Unit Mix

Def. Maint.
2017

3.92%

4.37%

-

$21,881

$24,408

34.13%

33.16%

15.22

14.72

No

Amenities: Controlled access, recreation room, rooftop terrace, BBQ/picnic, elevator, coffee bar, pet spa.

Comments: This transaction was confirmed with the listing agent. This property was originally listed for $19,200,000 (or $564,706 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 5% vacancy factor taken out from the information listed in
the Offering Memorandum. Financing was provided by JP Morgan Chase Bank N.A. This property spent roughly 263 days at market. This property’s units contain quartz counter
tops, stainless steel appliances, refrigerator, gas stove, microwave, dishwasher, custom cabinets, hardware and fixtures, vinyl plank flooring, recessed lighting, balcony, base molding,
central HVAC. There were no conditions or deferred maintenance reported at the time of sale.
Sources: CoStar Group Inc., public records, Los Angeles County Assessor and Bryan Schellinger of Marcus & Millichap.
2

Old Agoura Apartments
5250 Chesebro Road
Agoura Hills, CA 91301
Los Angeles County
2052-008-043
Buyer - Chesebro Associates
888 LLC
Seller - Old Agoura
Apartments LLC

8/30/2019
0891946

$11,500,000

18

$638,889
$426

26,984

Studio

0.0%

1BD

0

0.0%

2BD

1

5.6%

3/4 BD

17

94.4%

1,499

Site Size: 41,040 SqFt

0

4.94

2018

4.06%

4.70%

100%

$25,916

$30,041

32.68%

29.85%

15.36

13.86

No

Amenities: Controlled access, BBQ/picnic, spa, dog run.

Comments: This transaction was confirmed with the listing agent. The income and expense information used to derive the actual and proforma OARs and GRMs were derived
from the Offering Memorandum. There was a 5% vacancy factor taken out from the information listed in the Offering Memorandum. This property spent roughly 160 days at
market. This property’s units contain quartz counter tops, stainless steel appliance, vinyl plank, custom cabinets, hardware and fixtures, central heat and air-conditioning, washer
and dryer, private balcony, dishwasher, garbage disposal. Each unit also features a two car garage with direct access to the unit. The motivation for the seller was to develop the
property, stabilize it and then sell the asset. The seller was looking to reposition equity into future projects. The buyer is a private investor who wanted to increase the number of
units in their investment portfolio. There were no conditions or deferred maintenance reported at the time of sale.
Sources: CoStar Group Inc., public records, Los Angeles County Assessor, and Matthew Ziegler of Marcus & Millichap.
3

6908 Knowlton Place
Los Angeles, CA 90045
Los Angeles County
4103-013-104
Buyer - 1201 Main Street LLC
Seller - TJC Real Estate Fund 1
LP

8/15/2019
0818140

$10,350,000

18

$575,000
$466

22,223

Studio

0.0%

1BD

0

0.0%

2BD

6

33.3%

3/4 BD

12

66.7%

1,235

Site Size: 13,800 SqFt

0

4.67

2019

N/A

78%

4.49%

$25,791
30.09%

No

14.47

Amenities: Controlled access, BBQ/picnic, fitness center.

Comments: This transaction was confirmed with the listing agent. This property is under contract and the asking price was used in the financial data above. The income and
expense information used to derive the proforma OAR and GRM were derived from the Offering Memorandum. There was a 5% vacancy factor taken out from the information
listed in the Offering Memorandum. This property spent roughly 118 days at market. 14 of the 18 units are currently rented and the last four are in the process of being rented.
The listing broker was only able to provide us with proforma data. The listing broker was not able to confirm the lease up period. This property’s units contain quartz counter tops,
stainless steel appliances, vinyl plank, balcony, washer and dryer, gas stove, microwave, refrigerator, dishwasher. There were no conditions or deferred maintenance reported at
the time of sale.
Sources: CoStar Group Inc., public records, Los Angeles County Assessor, and Dario Svidler of Compass.
4

Via Sherman Oaks
4623 Willis Avenue
Sherman Oaks, CA 91403
Los Angeles County
2264-006-025
Buyer - PUR Willis LLC
Seller - Schwartz Willis Venue
Associates LLC
Site Size: 14,600 SqFt

6/27/2019
0617625

$8,950,000

18

$497,222

Studio

0

0.0%

$372

1BD

0

0.0%

2BD

18

100.0%

3/4 BD

0

0.0%

24,046
1,336

4.00

1999 (Ren)

4.00%

5.20%

72%

$19,889

$25,833

No

-

-

-

-

Amenities: Controlled access, laundry, BBQ.

Comments: This transaction was confirmed with the listing agent. The income and expense information used to derive the actual and proforma OARs were derived from the listing
broker. Financing was provided by Comerica Bank. This property’s units contain quartz counter tops, stainless steel appliances, dishwasher, balcony or patio, central HVAC, washer
and dryer, fireplace, vinyl plank flooring. The buyers interest in the property was to expand their portfolio. We were unable to determine the total number of units renovated with
the information provided. There were no conditions or deferred maintenance reported at the time of sale.
Sources: CoStar Group Inc., public records, Los Angeles County Assessor, and Peter Sherman of Avison Young.
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5

725 North Alfred Street
West Hollywood, CA 90069
Los Angeles County
5528-001-068
Buyer - L77 Alfred Reno LLC
Seller - Ilan Aizenman Trust

1/10/2019
0028282

$11,435,000

18

$635,278

Studio

0

0.0%

$623

1BD

0

0.0%

2BD

18

100.0%

3/4 BD

0

0.0%

18,360
1,020

Site Size: 14,500 SqFt

4.00

1990

2.62%

5.05%

100%

$16,626

$32,069

41.14%

28.36%

20.58

13.20

No

Amenities: Controlled access, laundry, fitness center, business center, BBQ/picnic.

Comments: This transaction was confirmed with the listing agent. This property was originally listed for $11,300,000 (or $627,778 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 5% vacancy factor taken out from the information listed in
the Offering Memorandum. Financing was provided with a 24% down payment. The escrow period was 72 days. This property’s units contain Formica counter tops, white
appliances, laminate plank flooring, gas stove, dishwasher, garbage disposal, base molding, central HVAC. Two of the units have a den and three additional units have vaulted
ceilings. The property previously had 20 units but the two lower level units were converted into a community amenity space. There were no conditions or deferred maintenance
reported at the time of sale.
Sources: CoStar Group Inc., public records, Los Angeles County Assessor, and Kitty Wallace of Colliers International.
6

H Wood
5727 La Mirada Avenue
Los Angeles, CA 90038
Los Angeles County
5536-001-024
Buyer - H Wood Apartments
LLC
Seller - Frame 5727 LLC

2/13/2019
0131486

$17,700,000

28

$632,143

Studio

0

0.0%

$430

1BD

0

0.0%

2BD

13

46.4%

3/4 BD

15

53.6%

41,156
1,470

Site Size: 22,500 SqFt

4.54

2018

3.13%

4.15%

100%

$19,817

$26,224

37.76%

31.60%

18.26

15.28

No

Amenities: Controlled access, fitness center.

Comments: This transaction was confirmed with the listing agent. This property was originally listed for $18,195,000 (or $649,821 per unit). The income and expense information
used to derive the actual and proforma OARs and GRMs were derived from MLS. There was a 5% vacancy factor taken out of the information provided by MLS. This property
spent roughly 114 days at market. This property’s units contain laminate plank flooring, quartz counter tops, stainless steel appliances, refrigerator, dishwasher, microwave, garbage
disposal, gas stove, balcony/patio, central HVAC, washer and dryer. Gated semi-subterranean parking two spaces per unit, 59 total parking spaces provided per City of Los Angeles
Certificate of Occupancy. There were no conditions or deferred maintenance reported at the time of sale.
Sources: CoStar Group Inc., public records, Los Angeles County Assessor, and MLS.
7

MetWest
5837 West Sunset Boulevard
Los Angeles, CA 90028
Los Angeles County
5545-011-053
Buyer - Metwest Property LLC
Seller - Metropolitan West
Parcel LLC

4/17/2019
0340954

$38,000,000

79

$481,013

Studio

12

15.2%

$537

1BD

42

53.2%

2BD

25

31.6%

3/4 BD

0

0.0%

70,812
896

Site Size: 26,250 SqFt

3.16

2016

3.50%

95%

$16,835

N/A

No

-

Amenities: Controlled access, fitness center, business center, pool, spa, sundeck, elevator, clubhouse.

Comments: This transaction was confirmed with the listing agent. The income and expense information used to derive the actual OAR was derived from the Offering Memorandum.
Financing was provided by Mesa West Core Lending Fund LLC, with a 27% down payment. This property spent roughly 150 days at market. The escrow period was 60 days.
This property’s units contain quartz counter tops, vinyl plank and carpet flooring, stainless steel appliances, refrigerator, gas stove, dishwasher, microwave, custom cabinets,
hardware and fixtures, base molding, washer and dryer, central HVAC. The seller was motivated by market timing. The financial information in confidential per Marc Renard
of Cushman & Wakefield. There were no conditions or deferred maintenance reported at the time of sale.
Sources: CoStar Group Inc., public records, Los Angeles County Assessor, and Marc Renard of Cushman & Wakefield.
Sub

--

--

48

24,144
503

--

SRO/
Studio

48

100.0%

1BD

0

0.0%

2BD

0

0.0%

3/4 BD

0

0.0%

1.50

2020

--

--

--

--

----

The previous chart summarizes the improved sales which were considered in the analysis of the
subject property. We included complexes reasonably similar to the subject, with emphasis on more
current transactions.
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
indicated Price Per Unit was derived. In this comparison, adjustments were made for differences
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SALES COMPARISON APPROACH (CONTINUED)
that existed between the subject property and the improved market data, and an adjusted sale price
was then derived. 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 arms-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.
Location: If the location of the market data is superior or inferior to the subject, an adjustment could
be required. This adjustment would also include site specific considerations such as access and
exposure.
Physical Characteristics: If the physical characteristics of the market data are superior or inferior
to the subject property, an adjustment could be required. This adjustment considers a number of
potential differences, including, but not limited to, improvement quality and design, property size,
parking availability, age of the comparables, and overall comparability.
Income Characteristics: If the income characteristics of the comparables differ from those of the
subject, an adjustment may be required. Examples of such items, would be if a property were
purchased subject to a lease at rates and terms not valid in the present market, or if the presented
sales involved owner/user purchasers, etc.
Property Tax: All items of market data are subject to Proposition 13, which limits property taxes
to one percent of the market value at the time of sale and raised by a maximum of two percent
annually thereafter. There are very minor differences in these tax rates due to the amortization of
former bond issues; however, these differences are generally so slight that they do not have a
measurable effect on sales prices.
Comparison to the Subject Property
Following is a discussion of those items of market data utilized in the valuation of the subject:
Property Rights: Each of the presented sales involved arm's length transactions involving a Fee
Simple estate 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, therefore no adjustments were warranted.
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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. All of the transactions were
considered arm’s length and therefore no adjustment was warranted. We applied a five percent
upward adjustment to the sale prices of the comparables which were delivered vacant in order to
reflect the additional costs for lease up related to rent loss /absorption and commissions.
Date of Sale: Changes in market conditions occur over time due to factors such as inflation,
deflation and changes in supply and demand. The sale dates of the comparables ranged in time from
January through August 2019. Sale prices have been increasing since the latter portion of 2010. We
applied adjustments to reflect the passage of time as warranted.
Location: This category is generally one of 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.
As indicated in The Appraisal of Real Estate, Fourteenth Edition, “although paired data analysis is
a theoretically sound method, it is sometimes impractical because only a narrow sampling of
sufficiently similar properties may be available and it is difficult to quantify the adjustments
attributable to the other variables present.”
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. An attempt has been made to reflect the varying degrees of comparability with
reasonable percentage and lump sum dollar adjustments that are recognizable and reasonable in the
marketplace.
Locational adjustments are part of a two-phase adjustment which encompass both neighborhood
characteristics as well as site specific characteristics. The neighborhood characteristics include the
overall condition of the neighborhood (e.g., age and condition of structures). The site specific
characteristics include such items as proximity to freeways, locational amenities and interior versus
a corner location.
The subject property is considered to have good locational characteristics with good freeway
proximity as well as proximity to employment and educational facilities. We have applied
adjustments accordingly to the comparables based on the subject’s site and neighborhood locational
characteristics. These adjustments are somewhat based on the differences in the rental rates for
comparable unit sizes (versus the subject’s market) as well as our discussions with numerous on-site
managers and real estate brokers.
Physical Characteristics: Adjustments are required for this category when sale prices vary due to
differences in the physical characteristics of each building including size and quality and condition
of the improvements. Our adjustments for building condition encompass a variety of building
aspects including age, quality, amenities, size (project and unit), unit mix and overall appeal.
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Size: The comparables range in size from four to 21 units whereas the subject property will contain
48 - income producing units within a 16 unit complex (eight conventional units and eight - co-living
units with 40 suites). There was no information to indicate an adjustment for building size in this
category. We did not consider adjustments based solely on size to be necessary. The total project
size appears to be less important than other physical factors which are related to size including
complex amenities, average unit size, etc.
Unit Size: This adjustment would encompass adjustments for average unit size of the comparables
in relation to the subject. The sales used in our analysis are considered to provide the best indication
of value for the subject property based on the subject’s unit mix. All of the brokers interviewed,
reported that the average unit size of an apartment building was a determining factor in the sale
price. These brokers reported that an apartment building with a higher average unit size would sell
for more on a per unit basis compared to an apartment building with a lower average unit size which
would typically sell for less on a per unit basis. The differences in the average unit sizes of the
comparables will be more discussed more in depth in the Unit Mix discussion. The Unit Size and
Unit Mix adjustments are similar and applied as a single adjustment so as to not double count for
this adjustment item.
Quality and Condition: Our adjustments for building condition encompass a variety of building
aspects including general property features, age, quality, construction, amenities and overall appeal.
The subject property will be new construction and will be in excellent condition when completed.
Based on a review of the comparables, considering the age and condition of each, we have applied
nominal adjustments to the comparables which are anticipated to be inferior / superior to the subject
property.
Project Amenities: Amenities such as a pool may be considered a premium. The complex amenities
consist of a recreation room and controlled access. As indicated in the Income Approach, amenities
such as pools within the subject’s immediate area are considered to have a positive affect on rental
rates. The income benefit is somewhat diminished by the increased maintenance costs, however, we
have applied nominal adjustments to the sale prices of the comparables where warranted.
Unit Mix: When considering the unit mix of the comparables, it is important to identify if an
apartment building contains an abundance of one type of unit. It is common in the real estate market
for apartment buildings with an abundance of single or one bedroom units to sell at a lower price
per unit. In contrast, a building which had an abundance of two or three bedroom units would sell
at a higher price per unit as a result of the lower number of total units.
All of the sales are considered to provide a relatively diverse or equal portfolio of different unit
types. If all other things were equal, our discussions in the market revealed that a comparatively
sized studio unit would rent for a lower price than a comparatively sized one or two bedroom unit.
The comparables have the following unit mix(es):
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COMPARABLE UNIT MIX SUMMARY
Data No.
Subject

Bach/Studio

1 BD

2 BD

3 / 4 BD

Avg Unit Size
(Gross SF)

Avg No. Rooms

100.0%

0.0%

0.0%

0.0%

604

1.50

1

5.9%

64.7%

29.4%

0.0%

967

3.24

2

0.0%

37.5%

62.5%

0.0%

1,087

3.63

3

0.0%

41.7%

58.3%

0.0%

1,000

3.58

4

0.0%

0.0%

5.6%

94.4%

1,499

4.94

5

0.0%

0.0%

33.3%

66.7%

1,235

4.67

6

0.0%

0.0%

100.0%

0.0%

1,336

4.00

7

0.0%

0.0%

100.0%

0.0%

1,020

4.00

8

0.0%

0.0%

46.4%

53.6%

1,470

4.54

9

15.2%

53.2%

31.6%

0.0%

896

3.16

Deferred Maintenance/Renovation: No adjustments warranted.
Affordable Component: The subject and comparables do not have affordable components, so no
adjustments were warranted.
Follow is the adjustment grid outlining the previously-mentioned adjustments for each of the
comparables:
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SALES COMPARISON APPROACH (CONTINUED)
IMPROVED SALES ADJUSTMENT GRID
Subject

1

2

3

4

5

6

7

SALE PRICE

N/A

$19,000,000

$11,500,000

$10,350,000

$8,950,000

$11,435,000

$17,700,000

$38,000,000

Size (Units)

48 Units

34

18

18

18

18

28

79

Price/Unit

N/A

$558,824

$638,889

$575,000

$497,222

$635,278

$632,143

$481,013

PROPERTY RIGHTS CONVEYED
Adjustment

N/A

None

None

None

None

None

None

None

Adj. Price/Unit

N/A

$558,824

$638,889

$575,000

$497,222

$635,278

$632,143

$481,013

FINANCING TERMS (Adjusted for in the comparable sale detail pages, as applicable)
CONDITION OF SALE
Adjustment

N/A

0.0%

0.0%

0.0%

0.0%

0.0%

0.0%

5.0%

Adj. Price/Unit

N/A

$558,824

$638,889

$575,000

$497,222

$635,278

$632,143

$505,063

8/19

8/19

8/19

6/19

1/19

2/19

4/19

Adjustment

N/A

0.0%

0.0%

0.0%

0.0%

3.0%

3.0%

1.5%

Adj. Price/Unit

N/A

$558,824

$638,889

$575,000

$497,222

$654,336

$651,107

$512,639

Inferior

DATE OF SALE

LOCATIONAL AND PHYSICAL CHARACTERISTICS
LOCATION

90025

Comparable

Inferior

Inferior

Inferior

Superior

Comparable

Adjustment

N/A

0.0%

5.0%

10.0%

15.0%

-15.0%

0.0%

5.0%

# of UNITS

--

Comparable

Comparable

Comparable

Comparable

Comparable

Comparable

Comparable

Adjustment

N/A

0%

0%

0%

0%

0%

0%

0%

CONDITION/QUALITY

2020

Inferior

Inferior

Inferior

Inferior

Inferior

Inferior

Inferior

Adjustment

--

5.0%

5.0%

5.0%

10.0%

15.0%

5.0%

5.0%

AMENITIES

--

Comparable

Comparable

Comparable

Comparable

Comparable

Comparable

Comparable

Adjustment

N/A

0.0%

0.0%

0.0%

0.0%

0.0%

0.0%

0.0%

UNIT MIX/ AVG NO. ROOMS

1.50

Superior

Superior

Superior

Superior

Superior

Superior

Superior

Adjustment

N/A

-15.0%

-30.0%

-30.0%

-25.0%

-25.0%

-30.0%

-15.0%

Comparable

Comparable

Comparable

Comparable

Comparable

Comparable

Comparable

N/A

0.0%

0.0%

0.0%

0.0%

0.0%

0.0%

0.0%
-5.0%

AFFORDABLE COMPONENT
Adjustment
Net Adjustment

--

-10.0%

-20.0%

-15.0%

0.0%

-25.0%

-25.0%

DEFERRED MAINTENANCE

--

$0

$0

$0

$0

$0

$0

$0

ADJUSTED SALE PRICE

N/A

$502,941

$511,111

$488,750

$497,222

$490,752

$488,330

$487,007

Unadjusted Range

$481,013

$638,889

Unadjusted Average

$574,053

Adjusted Range

$487,007

$511,111

Adjusted Average

$495,159

Price Per Unit Value Conclusion
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 prices vary
from $487,007 to $511,111 per unit, with an average of $495,159 per unit. All of the sales were
given consideration in our conclusion.
Based upon our analysis of each of the comparables, it was concluded that the Fee Simple PMV
Upon Stabilization of the subject property, as indicated by the Price Per Unit of comparison, is
$500,000 per unit, and produces a value as follows:
48 units @ $500,000/Unit

$24,000,000 (RD)
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SALES COMPARISON APPROACH (CONTINUED)
Gross Income Multiplier
A gross income multiplier reflects the relationship between annual gross income and sales price. The
proforma GIMs of the sales presented are summarized in the following chart:
OAR / GIM SUMMARY
Sale No.:

Actual
OAR

Proforma
OAR

Sale
Price

Indicated
Actual GIM

Actual
Income

Proforma
GIM

Proforma
Income

%
Increase

1

3.92%

4.37%

$19,000,000

15.22

$1,248,080

14.72

$1,290,860

3%

2

4.06%

4.70%

$11,500,000

15.36

$748,519

13.86

$829,999

11%

3

--

4.49%

$10,350,000

--

--

14.47

$715,200

--

4

4.00%

5.20%

$8,950,000

--

--

--

--

--

5

2.62%

5.05%

$11,435,000

20.58

$555,600

13.20

$866,220

56%

6

3.13%

4.15%

$17,700,000

18.26

$969,400

15.28

$1,158,239

19%

7

3.50%

--

$38,000,000

--

--

--

--

--

Average

3.54%

4.66%

17.36

14.31

As noted, the sales in the previous table present proforma income multipliers ranging from 13.20
to 15.28. All of these sales have certain similarities and are felt to represent a cross section of
apartment complex transactions in the subject’s greater submarket. These sales are generally
representative of "Leased Fee Estate" Properties, whereby the land as well as the improvements were
purchased.
Although gross income multipliers cannot be adjusted to reflect variances in property types, they
can be reviewed to indicate a point of tendency for the subject property. For purposes of our
analysis, we feel the applicable GIM for the subject to be 14.0. Therefore, the indicated value via
this technique is as follows:
Gross Income
$1,706,800

x

GIM
14.0

=

Value Estimate
$23,900,000 (RD)

Conclusion to Sales Comparison Approach
Valuation techniques in the Sales Comparison Approach have produced the following estimates:
Value by Price/Unit:
Value by GRM:
PMVSO Value Conclusion:
Indicated Fee Simple PMVSO as of May 1, 2022
via the Sales Comparison Approach

$24,000,000
$23,900,000
$24,000,000
$24,000,000
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RECONCILIATION AND FINAL VALUE CONCLUSIONS
Summary
The indications of value are set out as follows:
FEE SIMPLE MARKET PMVSO CONCLUSIONS, AS OF MAY 1, 2022
COST APPROACH:
INCOME CAPITALIZATION APPROACH:
SALES COMPARISON APPROACH:
FINAL PMVSO VALUE CONCLUSION:

$22,100,000
$22,600,000
$24,000,000
$22,600,000

Reconciliation
The three approaches to value are reconciled into a final estimate of value for the subject property.
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 represents a proposed
project. The cost of the improvements was estimated utilized figures from the developer and the
Marshall Valuation cost service. All appropriate forms of depreciation were considered. 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. The indicated value in this approach shows that it is financially feasible to develop the
subject project.
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 estimated on reliable information provided by the actual expenses of the
subject property supported by standard expense data. The expense ratio estimate is typical for
similar structures. The net income was concluded to be supported by the market data.
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RECONCILIATION AND FINAL VALUE CONCLUSIONS (CONTINUED)
Sales Comparison Approach: In the Sales Comparison Approach to value, two methods were
considered: The Price Per Unit Method and the GRM 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
physical characteristics (e.g. quality, condition, amenities). However, the sales presented are
considered reasonable indicators of value for the subject and represent similar apartment complexes
with comparative investment quality.
Conclusion
In the reconciliation of the various approaches to value, equal consideration was given to the
Income Capitalization Approach and the Sales Comparison Approaches, with secondary
consideration from the Cost Approach. Based on the above and other factors, it is concluded that the
PMVSO of the Fee Simple estate, as of May 1, 2022, of the subject property is as follows:
Fee Simple PMVSO as of May 1, 2022
$22,600,000
TWENTY-TWO MILLION SIX-HUNDRED THOUSAND DOLLARS
Prospective Market Value Upon Completion
At the request of the client, we have presented the Prospective Market Value Upon Completion. As
indicated previously, construction is projected to be completed by January 1, 2022.
In estimating absorption, the appraisers analyzed absorption data from several projects in the greater
Los Angeles area; including pre-leasing, the absorption rates generally range from five to 20 units
per month. For purposes of our analysis, we have estimated an absorption period of four months,
which indicates an average absorption rate of 10 income producing units per month subsequent to
completion (reasonable given the absorption rates of other projects). According to the managers at
Rent Comp Nos. 3, 6 and 7, their ‘lease-up’ absorption rates were in the 10 to 25 units per month
range (range is attributable to the month as slower months are typically near the end of the year and
holidays).
Our estimate of absorption is considered reasonable for the subject property and allows for an
adequate period of time for leasing the subject units. This would indicate that the subject property
complex would receive less income during the first four months as a result of the decreased
occupancy. For purposes of our analysis, we have considered an average rental rate of $2,963 per
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RECONCILIATION AND FINAL VALUE CONCLUSIONS (CONTINUED)
unit month (considers ancillary income and is a rounded figure) multiplied by 43 units (95% and 5%
pre-leased) for two months (one-half of the total lease up period due to the fact that the units will
be gradually leased during the entire four month period) equates to a rent loss deduction of
$254,818. We have also considered a lease-up/concession/marketing expense of $48,000 ($1,000
per unit).
The total rent loss and lease-up expense equates to $302,818. We applied a 20% profit rate to these
absorption/lease up costs. The profit is judged to be reasonable under the premise that a likely
investor will be taking on the lease-up and market risk associated with the lease-up of the property.
While the overall dollar amount of the costs is not substantial in relation to the overall property
value, there is still a noticeable level of risk that must be accounted for. Overall, after applying a
20% profit to the costs, the total deduction from the PMV Upon Stabilization value equates to
$363,381 or $360,000 (RD). Thus, the PMV Upon Completion equates to $22,200,000 (PMV Upon
Stabilization at $22,600,000 - $360,000 = $22,200,000).
Fee Simple Prospective Market Value Upon Completion, as of January 1, 2022
$22,200,000
TWENTY-TWO MILLION TWO-HUNDRED THOUSAND DOLLARS
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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
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