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Ms. Edgerton:
This appraisal report is intended to satisfy the scope of work and requirements agreed upon by City of Portland
and Colliers International Valuation & Advisory Services. At the request of the client, this Appraisal Report is
intended to conform to USPAP Standard 2. This format is similar to that of a Summary Report under previous
USPAP standards and provides a summary description of the appraisal process, subject and market data and
valuation analyses.
The purpose of this appraisal is to develop an opinion of the Hypothetical Market Value of the Portland Building
under a number of different scenarios as are described within the report. The City of Portland (property owner
and client) has indicated that the building’s exterior envelope, or “skin,” is failing and will require removal and
repair. This is due to defects and leaks in the exterior. The cost of the repairs is estimated at $22 million for
required exterior repairs and an additional $26.5 million in recommended structural/seismic upgrades. These
repairs are not considered financially feasible from a market perspective, and therefore, alternative scenarios
are considered within this report.
Given the costs of the necessary renovations, it is my conclusion that the National Register of Historic
Places/Historic Landmark designations are detriments to the property value, as they limit potential alternative
treatments of the property (conversion, demolition, or re-skin with modern exterior). The likelihood that the
subject property could have its historic designation removed is highly speculative. However, if removal were
possible, the most likely buyer would be a developer looking to reposition the property. It is unlikely such a
buyer would consider replacing the same exterior that currently exists.
The Portland Building is a high-rise office property totaling 372,433 SF of NRA located on a 0.92-acre site that
comprises a full city block at 1120 SW 5th Ave. in Portland, Oregon. The multi-tenant office building was
completed in 1983 and is currently partially owner-occupied by the City of Portland. It was added to the
National Register of Historic Places in 2011 in recognition of its role in launching the “post-Modernism”
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It is designated as a Historic Landmark within Portland. The top two floors (14th and
15th floors) are leased to Multnomah County on a perpetual basis.
The perpetual lease between the City of Portland (lessor) and Multnomah County (lessee) provides for annual
rent and supplemental rent consisting of 10.98% of the Portland Building’s actual annual costs of operating and
maintaining (O&M) the building as well as contributions to a Major Maintenance (MM) reserve account used for
periodic capital projects. Based on the scope of work requested by the client, this leasehold is not valued in
this analysis.
The Hypothetical Market Values developed in this report all are based on a fee simple value for the entire
building. Each of the values is developed as though the owner has rights to the entire building, or as if a
perpetual leasehold were not in place for the top two floors and without consideration to the small leases for
retail space on the lower levels. Specific scenarios including additional Hypothetical Conditions considered in
developing alternative Hypothetical Values are described in more detail below. A land value (vacant site) value
was also developed within this report.
The following table conveys the opinions of value that are developed within this appraisal report. The scenarios
developed are described in the chart that follows.
VALUE CONCLUSIONS
DATE OF VALUE

JANUARY 16, 2014

Land Value (Vacant Site)

$10,080,000

SCENARIO/INTEREST APPRAISED

See Descriptions in Chart Below

Scenario 1 - Hypothetical Market Value

$62,000,000

Scenario 2 - Hypothetical Market Value

Not Feasible

Scenario 3 - Hypothetical Market Value

Not Feasible

Scenario 4 - Hypothetical Market Value

$30,030,000

Hypothetical Market Value Scenario Summary
Scenario Brief Description (see narrative for further detail) Hypothetical Value
Comment
As if 1) no leasehold for top floors (full ownership by
This value assumes the building is in average condition with no
City of Portland), 2) in average condition with no
1
$62,000,000
deferred maintenance present and that it is operating at stabilized
deferred maintenance present and 3) operating at
occupancy at market income and expense levels
stabilized market income/expenses

Not Feasible

This value indication deducts the cost to cure deferred
maintenance as well as estimated lease-up costs from Scenario
1. The conclusion implies that an investor would not purchase the
sub ject b uilding if they were to assume the deferred maintenance
cost to cure and then to lease up the property. The figure reported
should b e understood as an indication that it would not b e
feasib le rather than a "value" estimate.

3

As if full fee simple ownership by the City of Portland
wherein value indication is land value less
demolition costs (as if demolition approved through
Historic Review)

Not Feasible

This value is based on the concluded land value (as vacant) less
estimated demolition costs (estimate updated March 2014) of
$13.7M. The conclusion implies that the cost to demolish the
b uilding exceeds the underlying value of the site as vacant
developab le land.

4

As if full fee simple ownership by the City of Portland
wherein value is developed as if Historic Review
approval would allow less costly
renovation/redevelopment (reported as a value
range depending on costs)

$30,030,000

This value assumes and is highly contingent upon a) approvals
via Historic Review that would allow redevelopment, b) the cost to
remove and replace the building skin and related renovations.

2

As if full fee simple ownership by City of Portland,
but with deferred maintenance and lease-up costs
(market buyer purchasing whole building with
anticipated costs for required repairs and lease-up)
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The analyses,
and conclusions

communicated within this appraisal report were developed based
upon my interpretation of the requirements and guidelines of the current Uniform Standards of Professional
Appraisal Practice (USPAP), the requirements of the Code of Professional Ethics and the Standards of
Professional Appraisal Practice of the Appraisal Institute.
Please note, this is a revised version of an earlier report dated January 21, 2014. This revised report
incorporates an updated demolition cost estimate per information provided by the City of Portland.
The Extraordinary Assumptions and/or Hypothetical Conditions that were made during the appraisal process to
arrive at my opinion of value are fully discussed below. I advise the client to consider these issues carefully
given the intended use of this appraisal, as this use might have affected the assignment results.
EXTRAORDINARY ASSUMPTIONS
The analysis in this report is subject to the extraordinary assumption that the building cannot continue to be
operated as an office building in its current condition. This is because by the City of Portland that the exterior
skin is failing and will require removal and repair. These repairs are not considered financially feasible, and
therefore, alternative scenarios have been considered in this valuation.
Cost information regarding necessary repairs was provided by the City of Portland. This valuation is subject to
the Extraordinary Assumption that these costs are accurate.
The demolition costs under Scenario 2 reflect an updated estimate (March 2014) provided by the City of
Portland based on discussions with industry professionals regarding the Portland Building. The demolition cost
estimate is assumed to be correct for this analysis.
HYPOTHETICAL CONDITIONS
The following Hypothetical Conditions applies with regard to all four Hypothetical Market Value scenarios
developed within this report:


The property is valued as if the City of Portland has full ownership rights to the property. In other
words, it is valued as if there is no perpetual leasehold affecting the top two floors (currently leased
into perpetuity by Multnomah County) and no consideration is given to the small retail leases on the
ground floor.

Scenario 1 is based on the following additional Hypothetical Conditions:



For this scenario, the subject property is considered as if it was currently operating on a stabilized
basis with market rents applied to all spaces and at expense levels consistent with market levels.
In addition, it is assumed that the property is in average condition with no deferred maintenance
present. With regard to the 14th and 15th floors, these floors are considered as if they are in
effectively the same condition as the other floors that are currently occupied by the City of Portland.
It should be noted that the tenant build-out within these spaces is dated and inferior to other floors
within the building.

Scenario 2 is based on the following additional Hypothetical Condition:


As if a market buyer is considering purchasing the subject property given the deferred maintenance
costs and anticipated lease-up costs (as if vacant upon purchase).
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value less demolition costs) is based on the following additional Hypothetical Conditions:


This scenario is as if demolition is approved through a Historic Review process given the subject’s
Historic Landmark/National Register of Historic Places status.

Scenario 4 (renovate/reskin/redevelop) is based on the following additional Hypothetical Conditions:



As if the value of the property is based on the possibility of renovating the subject property without
consideration to the historic status of the improvements.
This scenario is as if renovation/redevelopment (including altering the building exterior) is approved
through a Historic Review process given the subject’s Historic Landmark/National Register of
Historic Places status. No quantitative adjustments are made for potential costs or holding period
required for this process (Hypothetical Market Value as if this was done as of the date of value).

The signature below indicates my assurance to the client that the development process and extent of analysis
for this assignment adhere to the scope requirements and intended use of the appraisal. If you have any
specific questions or concerns regarding the attached appraisal report, or if Colliers International Valuation &
Advisory Services can be of additional assistance, please contact the individuals listed below.
Sincerely,
COLLIERS INTERNATIONAL
VALUATION & ADVISORY SERVICES

Jeff Grose, MAI
Executive Managing Director
Certified General Real Estate Appraiser
State of Oregon License #C000722
+1 503 542 5411
jeff.grose@colliers.com
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GENERAL INFORMATION (Overall Building)
Property Name
Property Type
Address
City
State
Zip Code
County
Core Based Statistical Area (CBSA)
Longitude
Latitude
Number Of Parcels
Assessor Parcel
Tax Map/Lot
Census Tract Number

Portland Building
Office - High-Rise Office
1120 SW 5th Ave.
Portland
Oregon
97204
Multnomah
Portland-Vancouver-Beaverton, OR-WA
-122.678689
45.515897
1
R246103
1S1E03BC 200
106.00

SITE INFORMATION (Overall 15-Story Building and Property)
Land Area
Usable
Excess
Surplus
Total
Topography
Shape
Access
Exposure
Current Zoning
Flood Zone
Seismic Zone

Acres
Square Feet
0.92
40,000
0.00
0
0.00
0
0.92
40,000
Level at street grade
Square
Good
Good
Central Commercial (w/ Design Overlay) (CX-d)
Zone X (Unshaded)
Moderate Risk

IMPROVEMENT INFORMATION
Net Rentable Area SF (NRA) - Overall Building
Gross Building Area SF (GBA) - Overall Building
Total Number Of Stories
Year Built
Quality
Condition
Type Of Construction
Site Coverage Ratio
Parking Type
Number of Parking Spaces

372,433 SF
399,043 SF
15
1983
Average
Average
Steel and masonry
Effectively 100%
Subterranean Garage
69

HIGHEST & BEST USE
As Vacant

Commercial Development (Likely Mixed Use
Office/Residential With Ground Floor Retail)

As Improved

Removal of historic designation and re-development
(assuming removal of historic status)

EXPOSURE TIME & MARKETING PERIOD
Exposure Time

See discussion based on hypothetical scenarios

Marketing Period

See discussion based on hypothetical scenarios

TENANCY INFORMATION

Tenancy
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Multi-Tenant Partially Owner-Occupied - all hypothetical
values are developed as if the City of Portland has full
ownership of the building (i.e. no perpetual leasehold of
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SUBJECT PHOTOGRAPHS

PORTLAND BUILDING FAÇADE

PORTLAND BUILDING FAÇADE

15TH FLOOR LOBBY

15TH FLOOR OFFICE AREA

15TH FLOOR OFFICE AREA

15TH FLOOR DECK AND VIEW
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14TH FLOOR OFFICE AREA

14TH FLOOR LOBBY

1ST LEVEL COMMON AREA

1ST LEVEL LOBBY

STREET LEVEL RETAIL

STREET SCENE LOOKING NORTH ON 5TH AVE

© 2014 COLLIERS INTERNATIONAL VALUATION & ADVISORY SERVICES

4

PROPERTY & ASSIGNMENT OVERVIEW
CONTINUED

C140133

EXECUTIVE
SUMMARY
PROPERTY IDENTIFICATION
The subject property consists of the 15-story Portland Building, totaling 372,433 SF NRA located on a 0.92acre site at 1120 SW 5th Ave. in Portland, Multnomah, Oregon. The assessor parcel number is R246103.
As has been noted, the top two floors (14th and 15th floors) are leased on a perpetual basis to Multnomah
County and small portion of the property (ground floor) is leased to retail tenants). The Hypothetical Values
developed in this report all are based on the Hypothetical Condition that the City of Portland has full ownership
(i.e. no consideration to the leases).
The abbreviated legal description of the overall property is as follows: PORTLAND, BLOCK 57, LOT 1-8.
SCOPE OF WORK
The scope of work for this appraisal assignment is outlined below:


The appraiser analyzed the regional and local area economic profiles including employment, population,
household income, and real estate trends.



The appraiser analyzed physical features of the subject, and how they impact the functionality and overall
competitive position of the property.



The appraiser completed an office supply/demand market analysis of the Portland MSA market and Central
Business District submarket. Conclusions were drawn regarding the subject property’s competitive position
given its physical and locational characteristics, the prevailing economic conditions and external influences.



The appraiser conducted Highest and Best Use analysis and conclusions were drawn for the highest and
best use of the subject property As-Vacant and As-Improved.



The appraiser confirmed and analyzed financial features of the subject property. This information, as well
as trends established by confirmed market indicators, was used to forecast performance of the subject
property.



Costs data regarding repairs reported as necessary to the building exterior were analyzed. This analysis
assumes the repairs are necessary and costs are correct.



Selection of valuation methods considered scope requirements and the intended use of the appraisal. This
appraisal developed the Income (Direct Capitalization) and Sales Comparison approaches to value, which
were adjusted and reconciled as appropriate to determine Hypothetical Market Values under alternative
scenarios. Each Hypothetical Market Value is developed as if the 14th and 15th floors are not subject to a
perpetual lease to Multnomah County. The scenarios are described in more detail within the Letter of
Transmittal and valuation portion of the report.



Preparation of this appraisal in an Appraisal Report format as indicated in USPAP Standard 2. Please note,
this is a revised version of an earlier report dated January 21, 2014. This revised report incorporates an
updated demolition cost estimate per information provided by the City of Portland; no other updates have
been made.



I understand the Competency Rule of USPAP and the author of this report meets the standards.



J. Michael Miller (Oregon State Registered Appraiser Assistant No. AA02429) provided significant real
property appraisal assistance to the appraiser(s) signing the certification. The type of assistance provided
is noted in the Certification of Appraisal section near the end of the report.
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SOURCES OF INFORMATION
The following sources were contacted to obtain relevant information:

SOURCES OF INFORMATION
ITEM

SOURCE

Tax Information

Multnomah County Tax Assessor

Zoning Information

City of Portland Zoning Code

Site Size Information

Multnomah County Tax Assessor

Building Size Information

BOMA Measurements (GBA & NRA) via Janene Edgerton w / City of Portland

Market Data

CoStar

Flood Map

STDB On-line

Demographics

STDB On-line

Comparable Information

See valuation portions of the report for details

Other Property Data

RealQuest

Expense Information

Ow ner (City of Portland)

Cost Estimates

Preliminary envelope restoration/structural seismic improvements costs estimates provided by
Marina Cressw ell w / City of Portland; this analysis assumes the costs provided are correct

SUBJECT PROPERTY INSPECTION
Jeff Grose, MAI and J. Michael Miller inspected the exterior and portions of the interior including the 12 th, 14th
and 15th floors as well as ground floor common areas on August 8, 2013. The exterior, ground floor common
areas and the 12th floor were inspected on January 16, 2014, as well. It is assumed that areas that were not
inspected reflect similar quality and conditions to the areas viewed and that no deferred maintenance is
present beyond that which is described within this report.
CLIENT IDENTIFICATION
The client of this specific assignment is City of Portland.
PURPOSE
The purpose of this appraisal is to develop an opinion of the Hypothetical Market Value of the Portland Building
under alternative scenarios as are described within the report.
INTENDED USE
The intended use of this appraisal is to assist the client with internal decision making processes regarding the
Portland Building.
INTENDED USERS
The City of Portland is the only intended users of this report.
ASSIGNMENT DATES
Date of Report

March 27, 2014

Date of Inspection

August 8, 2013 & January 16, 2014

Valuation Date (Hypothetical Scenarios)

January 16, 2014

PERSONAL INTANGIBLE PROPERTY
No personal property or intangible items are included in this valuation.
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SALES HISTORY
Current Owner
According to Multnomah County Assessor records, the subject property is currently owned by the City of
Portland.
Three-Year Sales History
The subject has not sold in the last three years.
Subject Sale Status
The subject is not currently listed for sale.
DEFINITIONS OF VALUE
Given the scope and intended use of this assignment, the definition of Market Value is applicable. The
definition of Market Value is presented below and all other applicable definitions for this assignment are located
in the Valuation Glossary section of the Addenda.
Market Value
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, knowledgeably, and assuming that the price
is not affected by undue stimulus. Implicit in this definition is the consummation of a sale as of a specified date
and the passing of title from seller to buyer under conditions whereby:
1. Buyer and seller are typically motivated;
2. Both parties are well informed or well advised, and acting in what they consider their own best interests;
3. A reasonable time is allowed for exposure in the open market;
4. Payment is made in terms of cash in United States dollars or in terms of financial arrangements comparable
thereto; and
5. The price represents the normal consideration for the property sold unaffected by special or creative financing
or sales concessions granted by anyone associated with the sale.1
PROPERTY RIGHTS APPRAISED
The Hypothetical Market Values developed within this appraisal all are developed as if the City of Portland has
full ownership and control of the subject property (this is a Hypothetical Condition). It is important to note that
Multnomah County has a perpetual leasehold interest of the 14th and 15th floors of the Portland Building. The
Hypothetical values developed in this report effectively ignore this leasehold as well as small retail leases on
the ground floor.
VALUE SCENARIOS
The valuation scenarios developed in this appraisal report include the Hypothetical Market Value of the subject
property’s fee simple interest under multiple scenarios.
These scenarios are subject extraordinary
assumptions and hypothetical conditions related specifically to the cost of repairs and the ability to remove the
subject from the National Register of Historic Places designation. Extraordinary Assumptions and Hypothetical
Conditions were further outlined in the Letter of Transmittal.

1

Office of Comptroller of the Currency (OCC), Title 12 of the Code of Federal Regulation, Part 34, Subpart C - Appraisals, 34.42 (g); Office of Thrift
Supervision (OTS), 12 CFR 564.2 (g); This is also compatible with the RTC, FDIC, FRS and NCUA definitions of market value.
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REGIONAL AREA
ANALYSIS
The Portland – Vancouver - Hillsboro Metropolitan
Statistical Area (Portland CBSA or Portland MSA) is
located in the northwestern section of Oregon along the
banks of the Willamette River and its confluence with the
Columbia River. Numerous Freeway systems intersect
near Portland including Interstates 5, 84, and 205. The
Portland CBSA consists of Clackamas, Columbia,
Multnomah, Washington, and Yamhill Counties in
Oregon; as well as Clark and Skamania Counties in
Washington. Portland is the state’s largest city and its two
main counties (Multnomah & Washington) account for onthird of the state’s population.
Economy
The Portland region benefits from a diversified economy that historically has been less dependent upon the
lumber and wood products industry and more closely reflects national business trends. Strategically in its favor
are the Ports of Portland and Vancouver serving as a West Coast hub for trade, commerce and travel. Also
under the authority of the Port of Portland is the Portland International Airport (PDX), which accounts for over
90% of passenger travel and more than 95% of air cargo for the state. The Portland region serves as
headquarters for two Fortune 500 companies including Nike (sportswear and equipment supplier) and
Precision Castparts (manufacturer of cast metal parts). The high-tech, healthcare, and education industries are
all integral parts of the regional economy as shown on the following chart of regional Top Employers:
TOP EMPLOYERS
EMPLOYER NAME

EMPLOYEES

INDUSTRY

Intel

16,700

Technology

Providence Health System

14,132

Healthcare

Oregon Health & Science University

14,106

Health & Education

U.S. Federal Government

13,900

Government

Fred Meyer Stores

10,176

Retail

Legacy Health Systems

9,732

Healthcare

Kaiser (Health Plan of the NW)

9,039

Healthcare

Nike Inc.

7,000

Clothing & Apparel

Wells Fargo

4,748

Financial Services

Portland Community College

4,390

Education

Source: Portland Business Journal

Intel, the world's largest semiconductor chip maker, is the region’s top employer and has been undergoing a
major expansion at its Hillsboro campus. The expansion will add an office building, as well as a manufacturing
support building and parking garage which will potentially add 1,000 long-term manufacturing jobs.
Construction of the second phase began in 2012 and completion is expected by 2015. Outside of Intel, the
importance of healthcare systems within the MSA is well defined with several healthcare providers listed in the
top employers chart above. It is also evident that government and education comprise a large proportion of the
regional employment base. Please note that Portland State University (PSU) is not shown on the chart above
as it ranks 11th on the list; however, PSU is the largest and fastest growing school in the Oregon University
System boasting an enrollment of nearly 30,000 students. Furthermore, Oregon Health & Science University
(OHSU) is a nationally renowned public university with its main campus and two hospitals situated in Portland.
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Based on updated data (2013-2018) provided by the online Site To Do Business (STDB Online), the Portland
CBSA has a 2013 population of 2,279,924 and is projected to experience an average annual growth rate
(AAGR) of 0.99%, which is faster than the rest of the state and nation. As shown in the table below, the CBSA
comprises over half of the total population for the state. On par, the projected growth in the number of
households in the CBSA is also stronger compared to the state and nation. Median home values are much
higher in the CBSA ($308,896), showing that the region’s housing market is improving. It is also evident that
the Portland CBSA has a larger proportion of renter occupied units, which is due primarily to a younger
population, most of which comprise renters. This surge in renters has fueled a lower average vacancy rate,
which is 5.9% for the Portland CBSA and well below the state and national averages (9.2% and 11.3%,
respectively).
REGIONAL AREA DEMOGRAPHICS
YEAR

US

OR

CBSA

Population

YEAR

US

OR

CBSA

Num ber Of Households

2010 Total Population

308,745,538 3,831,074 2,226,009

2013 Households

118,979,182 1,552,228 890,630

2013 Total Population

314,467,933 3,905,717 2,279,924

2018 Households

123,464,895 1,614,005 937,996

2018 Total Population

325,843,774 4,046,992 2,394,607

AAGR

0.71%

0.71%

0.99%

2010

37.1

38.3

36.7

2013

37.6

38.9

37.3

2018

38.1

39.4

37.8

AAGR

Median Age

0.78%

1.04%

2013

$177,257

$222,127 $250,410

2018

$214,983

$271,370 $308,896

AAGR

3.93%

4.09%

4.29%

2013 Housing Units

2013 Households by Incom e

Total Housing Units

Household Income Base 118,977,924 1,552,227

0.74%

Median Hom e Value

134,208,232 1,709,035 946,857

890,630

Ow ner Occupied

56.4%

55.1%

56.5%

<$15,000

13.3%

13.7%

11.9%

Renter Occupied

32.3%

35.8%

37.5%

$15,000 - $24,999

10.7%

11.6%

9.5%

Vacant

11.3%

9.2%

5.9%

$25,000 - $34,999

10.8%

11.3%

10.2%

$35,000 - $49,999

13.8%

15.0%

14.2%

2013

$51,314

$47,951

$53,931

$50,000 - $74,999

18.4%

19.8%

19.4%

2018

$59,580

$57,703

$66,701

$75,000 - $99,999

11.8%

11.5%

12.5%

$100,000 - $149,999

12.5%

10.9%

13.9%

Less than 9th Grade

6.1%

4.1%

3.8%

$150,000 - $199,999

4.6%

3.4%

4.6%

9th - 12th Grade, No Diploma

8.4%

6.9%

6.0%

$200,000+

4.2%

2.9%

3.9%

High School Graduate

28.5%

25.2%

22.5%

Some College, No Degree

21.0%

26.6%

25.8%

Median Household Incom e

2013 Population by Educational Attainm ent

2013 Em ploym ent by Occupation
White Collar

60.3%

59.8%

63.2%

Bachelor's Degree

17.9%

18.4%

21.7%

Blue Collar

21.0%

21.2%

19.3%

Graduate/Professional Degree

10.5%

10.7%

12.2%

Source: Sites To Do Business (STDB) Online

According to figures detailing 2013 Employment by Occupation, 63.2% of the Portland area’s population holds
a “white collar” job. This is well above the state and nation, demonstrating Portland’s growing significance in
the high-tech and healthcare-oriented fields. Median household income figures further highlight this trend of
high wages, which is conveyed by a median household income of $53,931. The significance of higher
education is also evident, with 21.7% of the population achieving a Bachelor’s Degree and 12.2% achieving a
Graduate/Professional Degree or higher. Considering that the Portland CBSA’s population is growing at a
faster rate than other areas of the state/nation, and is generally more educated, various industries offering
higher wage jobs have expanded or relocated to the region in the recent term.
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Employment
Total employment has fluctuated over the past decade in the state of Oregon and the Portland CBSA with
strong gains in the first half of the decade followed by a steep drop in 2009. In 2010 there was a modest
recovery with an employment gain of about 0.6%, followed by a stronger gain in 2011 (2.3%) as Portland
continued to gradually rise out of the recession. This upward trend continued in 2012 with a 0.9% gain.
Coinciding with these employment gains, the unemployment rate in the Portland CBSA has improved over the
last three years, finishing 2012 at 8.2%.
EMPLOYMENT & UNEMPLOYMENT 2002-2012
EMPLOYMENT

UNEMPLOYMENT RATE

CBSA

Oregon

United
States*

Oregon

5.8%

7.6%

7.8%

-0.8%

6.0%

8.1%

8.3%

1.3%

5.5%

7.3%

7.0%

1,033,310

2.0%

5.1%

6.2%

5.9%

2.9%

1,064,962

3.1%

4.6%

5.3%

5.0%

1.7%

1,086,839

2.1%

4.6%

5.2%

4.9%

1,827,032

0.3%

1,098,917

1.1%

5.8%

6.5%

6.0%

2009

1,753,852

-4.0%

1,053,809

-4.1%

9.3%

11.1%

10.7%

2010

1,761,867

0.5%

1,058,281

0.4%

9.6%

10.7%

10.5%

2011

1,785,400

1.3%

1,078,289

1.9%

8.9%

9.6%

9.3%

2012

1,791,730

0.4%

1,089,938

1.1%

8.1%

8.7%

8.2%

CAGR

0.5%

-

0.7%

-

-

-

% ∆ Yr Ago

Year

Total

Total

2002

1,704,131

2003

1,699,679

-0.3%

1,000,037

2004

1,714,447

0.9%

1,012,628

2005

1,740,990

1.5%

2006

1,792,039

2007

1,821,827

2008

% ∆ Yr Ago

1,008,335

CBSA

-

Source: U.S. Bureau of Labor Statistics

The Portland CBSA’s not-seasonally adjusted unemployment rate rose from November to January 2013 (rising
from 7.4% to 8.5%); however, began decreasing from February to April 2013. Since then the rate has
fluctuated, but is at a current low of 7.0%. As seen on the graph below, Portland CBSA unemployment has
been lower each month than the state average (except for September), and the most current monthly rate
available (October 2013 at 7.0%) is more in-line with the national average, providing evidence that the Portland
metro area is witnessing more stable economic
growth in0recent months than
other areas of the state.
0
0
UNEM PLOYM ENT RATES
10.5%
10.0%
9.5%
9.0%
8.5%
8.0%
7.5%
7.0%
6.5%
6.0%

Nov Dec Jan Feb Mar
Apr May
Jun
Jul
Aug Sep Oct
2012 2012 2013 2013 2013 2013 2013 2013 2013 2013 2013 2013

USA

7.4% 7.6% 8.5% 8.1% 7.6% 7.1% 7.3% 7.8% 7.7% 7.3% 7.0% 7.0%
Oregon 8.0% 8.2% 9.4% 9.1% 8.7% 7.8% 7.6% 8.1% 8.1% 7.7% 6.7% 7.1%
CBSA 7.3% 7.4% 8.7% 8.5% 8.0% 7.2% 7.1% 7.6% 7.6% 7.3% 6.4% 6.5%
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Labor
Industry employment information from the Oregon Employment Department’s (OED) Current Employment
Statistics (CES) program provides one of the best measures of state and local economic trends. The following
chart displays the current sector employment for the Portland CBSA:
Portland CBSA Employment by Industry - October 2013
Educ. & Health
Serv.
14.5%

Leisure & Hospitality
Other
9.8%
3.7%

Prof. & Bus. Serv.
14.1%
Mining & Logging
0.1%
Construction
5.2%

Financial Activities
6.0%
Information
2.2%

Manufacturing
11.3%
Trade, Trans., Util.
19.2%

Over the year (October 2012 to October 2013), the Portland MSA gained a total of 13,200 jobs (+1.3%).
Notable growth occurred in Construction with a gain of 4,300 jobs (+8.6%), Professional and Business
Services 4,200 jobs (+3.0%), Trade, Transportation, and Utilities 3,300 jobs (+1.7%), Manufacturing 1,100 jobs
(+1.0%), and Professional & Business Services 6,500 jobs (+4.6%). Minor gains were seen in four employment
sectors: Other Services with a gain of 900 jobs (+2.4%), Leisure and Hospitality gained 700 jobs (+0.7%),
Educational and Health Services gained 100 jobs (+0.1%) and Information gained 100 jobs (+0.4%). The
CBSA shows year to year losses to three employment sectors those are: Financial Activities -300 jobs (-0.5%),
Mining and Logging with a loss of -100 jobs (-10.0%), Government, which cut 1,100 jobs (-0.8%). Large cuts in
Government are expected to continue due to budget cuts on the national and statewide levels.
According to an article published by the OED and titled “Portland Metro Sees Large Improvement in Labor
Market Conditions,” 82,000 jobs were lost during the recent recession. By the end of the recession (June
2009), The Portland MSA had 7.25 unemployed workers for each online job posting. Of the nation’s largest
metro areas, only four recorded higher ratios. Looking forward roughly four years later to May 2013, there are
only 2.03 unemployed workers per job opening, the strongest turnaround in the nation (since June 2009) after
Detroit. As of 2013, the Portland MSA is about 10,000 jobs shy of a complete recovery (meaning Portland will
have met its pre-recession annual employment peak, set in 2008). On the whole, roughly half of all jobs
created since the end of the recession are in industries paying more than $50,000 annually.
Summary
Over the past 3 years, Portland MSA employment levels have been steadily increasing on an annual basis,
although they have fluctuated significantly depending on seasonal pressures. A rebounding housing market,
which in turn has contributed to increases in construction and manufacturing, has further fueled employment
growth. Current employment statistics by industry illustrate year-over-year gains in 9 out of 10 sectors, with
Government as the only industry posting an annual decline. Although the public sector continues to scale back,
it is evident the private sector is resilient and should add long term jobs as general economic conditions
strengthen. It is important to note the Portland MSA benefits from a fairly diversified economy, highlighted by
significant employment in the high-tech, healthcare, and education related fields. Overall, gains in the private
sector have generally offset losses in other areas (government) and the outlook is good considering that the
housing market is strengthening once again.
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LOCAL AREA ANALYSIS
In this section of the report, I provide details about the local area and describe the influences that bear on the
real estate market as well as the subject property. A map of the local area is presented on the prior page.
Below are insights into the local area based on fieldwork, interviews, demographic data and experience
working in this market.
LOCAL AREA PROFILE
The subject is located in the city of Portland’s downtown core area. The downtown core neighborhood
boundaries are generally defined by West Burnside Street on the north, the Willamette River on the east, and
Interstate 405 on the west and south. The core area is characterized as a high density, mixed use area that
includes commercial/retail, and a variety of office and residential development. The property’s full block is
bound by SW 4th Ave, SW 5th Ave, SW Main St. and SW Madison St.
DEMOGRAPHIC PROFILE
Below is a demographic study of the area, sourced by Site To Do Business (STDB Online), an on-line resource
center that provides information used to analyze and compare the past, present, and future trends of properties
and geographical areas.
LOCAL AREA DEMOGRAPHICS
DESCRIPTION

1 MILE

3 MILES

5 MILES

POPULATION

DESCRIPTION

1 MILE

3 MILES

5 MILES

INCOME (2012)

2000 Population

23,282

134,469

359,256

Average Household Income

$46,549

$62,967

$65,750

2010 Population

31,478

151,602

385,175

Median Household Income

$23,508

$40,657

$47,118

2012 Population

32,354

157,353

395,356

Per Capita Income

$32,482

$33,785

$31,288

2017 Population

35,091

170,328

422,194

Change 2000-2010

35.20%

12.74%

7.21%

Average Household Income

$56,054

$74,232

$76,963

Change 2010-2012

2.78%

3.79%

2.64%

Median Household Income

$29,736

$52,375

$57,852

Change 2010-2017

11.48%

12.35%

9.61%

Per Capita Income

$38,336

$39,744

$36,578

Change 2012-2017

8.46%

8.25%

6.79%

19,521

81,261

182,158

HOUSEHOLDS

INCOME (2017)

2012 HOUSEHOLDS BY INCOME
Household Income Base

2000 Households

14,644

68,607

161,746

<$15,000

35.6%

20.5%

15.6%

2010 Households

18,968

78,160

177,240

$15,000 - $24,999

16.2%

12.4%

11.6%

2012 Households

19,521

81,261

182,158

$25,000 - $34,999

9.8%

11.4%

10.9%

2017 Households

21,410

88,434

195,339

$35,000 - $49,999

9.8%

12.6%

13.9%

29.53%

13.92%

9.58%

$50,000 - $74,999

8.4%

13.7%

17.0%

Change 2000-2010
Change 2010-2012

2.92%

3.97%

2.77%

$75,000 - $99,999

6.2%

8.5%

10.1%

Change 2010-2017

12.87%

13.14%

10.21%

$100,000 - $149,999

8.1%

11.4%

11.8%

Change 2012-2017

9.68%

8.83%

7.24%

$150,000 - $199,999

2.4%

4.6%

4.5%

$200,000+

3.5%

4.9%

4.6%

2012

$338,658

$349,654

$287,431

2017

$387,324

$379,391

$317,212

2012

$427,183

$407,833

$338,037

2017

$470,524

$436,285

$364,030

HOUSING UNITS (2012)
Total Housing Units

22,102

88,395

194,564

Ow ner Occupied

16.0%

34.8%

48.1%

Renter Occupied

72.3%

57.1%

45.6%

Vacant Housing Units

11.7%

8.1%

6.4%

23,778

94,974

206,334

HOUSING UNITS (2017)
Total Housing Units

MEDIAN HOME VALUE

AVERAGE HOME VALUE

Source: Site To Do Business (STDB) Online
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Residential Development
Residential development is interspersed throughout the downtown market area and is widely varied, ranging
from low income housing projects to high end condominiums ($400,000 and up). The majority of the residential
development consists of mid-rise apartment buildings built from 1900 to 1930 on the fringe areas of the
downtown core. These complexes typically range from 20 to 75 units, and are of average quality and appeal,
with limited amenity packages.
Residential development in the area is primarily located in the Pearl District (located North of the subject’s
immediate area), which has experienced a strong revitalization with respect to multifamily condominium
development. A number of condominium projects have been finished in the past three years and many are
nearing completion. However, since the significant downturn in the residential market, many projects planned
for condominium use have been converted to apartment use.
Commercial Development
The downtown area is dominated by commercial development, primarily consisting of office buildings and
supporting retail developments, with hotels and other service oriented establishments interspersed throughout
the area. Due to the built up nature of the area, there is minimal developable vacant land in the subject’s
submarket. There are very few vacant sites throughout the CBD suitable for high-rise office/residential/mixeduse development. This is discussed further in the Land Valuation portion of the report.
Office Development
The downtown area is the primary office core for the City of Portland. Development includes the most intensive
within the city, and includes mid-rise and high rise office and mixed use retail and office development. As will
be seen ahead in the market analysis section, approximately 26,179,679 SF of office space is located within
the Central Business District of Portland. Notable high rise development within the Central Business District
includes: US Bancorp Tower (approximately 1,000,000 SF) KOIN Center (350,000 SF of office space), First
and Main (365,000 SF), One Main Place (315,000 SF), ODS Tower (356,000 SF), and the Brewery Blocks 1
and 2 (243,000 SF).
Of note, there are two new office towers in the works in the downtown area for the first time since prior to the
recent recession. First, TMT Development announced in October 2013 that it was restarting the Park Avenue
West project located at 729 SW 9th Ave. The project was halted in 2009 after only some preliminary site work
had been done. The project was then redesigned as a smaller tower with more office and less residential
space. In 2013, the project was again returned to the original 460-ft, 30-story design with 15 floors of housing
and 13 floors of office space. Construction resumed in late 2013 with completion expected in 2016. The
majority of the office floors (85%) have been preleased and the remaining floors will compete at the top end of
the Portland CBD Class A office market. Second, in January 2014, Bowen Development announced a new
nine-story project for the Peal District. The office tower project, named NW 14th & Irving, is expected to total
around 150,000 SF including street level retail. The project reportedly has not yet obtained permits, but the
announcement anticipated completion by December 2015, which would make it the first new office tower
completed in downtown Portland in years.
Transportation Routes
Access to all area freeways is readily available. The focus on transportation in the subject neighborhood over
the past 15 years has been in improving public transportation and alleviating traffic congestion.
One of the most important developments in the downtown core area over the past three decades has been the
creation of the public transit mall, which is a set of public transit corridors on SW Fifth and Sixth Avenues. The
transit mall is used exclusively for the Metropolitan Area Express (MAX) light rail system and bus transportation
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point for all public

transportation in the Portland area. Improvements along the transit mall
include wide, brick paved pedestrian walkways, landscaping, and sculptures.
Two other new developments with respect to public transportation systems have been created and become
operational in the past few years. These are the Portland Streetcar and the OHSU Aerial tram. These have
provided access to the newly developing South Waterfront district and the recently developed Pearl District.
In 1986, the Blue MAX light rail transit system linking downtown Portland with the City of Gresham and east
Multnomah County was completed and has exceeded all ridership projections. Both commuters and shoppers
have strongly supported the light rail line. Expansion of the Blue light rail line to the west connecting Hillsboro
with downtown Portland was completed and opened for operation in 1998, with tracks located along SW
Morrison Street and SW Yamhill Street. In addition, the Portland Street Car Loop System was completed in
2001, and extends from the Portland State University area to Good Samaritan Hospital in Northwest Portland,
with stops in between. The extension of the light rail (Red line) to the Portland Airport was completed in
September 2001. The Yellow MAX line was completed in May 2004 and extends north to the Expo Center from
the Portland Rose Garden.
The Transit Mall on SW Fifth and Sixth Avenues (adjacent to the subject block) completed a major renovation,
complete with a new MAX light rail line. The new line (Green Line) opened in September 2009 and extends
from Clackamas Town Center to downtown. Unlike MAX lines in the Central Business District constructed to
date, the new Green Line runs in a north south direction serving new stations between Union Station at the
north end, and Portland State University at the south end. Ultimately, plans (completion scheduled for 2015)
call for extension of the light rail system from Portland State University to the southeast across the Willamette
River into SE Portland and into the City of Milwaukie, and Clackamas County.
The subject property is very well served by public transportation noting its location along the SW 5 th Avenue
transit mall and close proximity to other bus and MAX lines.
Subject Property Analysis
The uses adjacent to the property are noted below:





North – SW Main Street and Multnomah County Courthouse
South – SW Madison and Portland City Hall
East – SW 4th Avenue and Chapman Square
West – SW 5th Avenue and Standard Plaza office building

Based on my field work, the subject’s access is good and visibility is average to good (typical among similar
office properties near the downtown core area). The property benefits from its location along the SW 5th
Avenue transit mall as well as SW 4th Avenue. The adjacent uses and the property’s specific location indicate
an overall positive external influence for the subject.
Local Area Summary
Overall the appeal of the subject’s location is generally average among downtown office buildings. Growth is
physically restricted in the CBD by the lack of undeveloped sites. New projects will be accomplished primarily
through redevelopment of under-improved properties. As demand continues to increase for underdeveloped
properties and as the real estate market begins to recover from the national recession, property values are
expected to remain stable or appreciate in the subject’s immediate area moving forward.
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SITE DESCRIPTION
The subject site consists of a full block that is well positioned within the Portland
downtown core area. The site is a 200-foot square located adjacent to City Hall,
the County Courthouse and Chapman Square (one of two courthouse squares
that comprise the Plaza Blocks to the east of the subject). The following
discussion summarizes the subject site size and characteristics.

Assessor Parcel

R246103

Number Of Parcels

1

Tax Map/Lot

1S1E03BC 200

Tax Roll

PORTLAND, BLOCK 57, LOT 1-8

Land Area
Usable Area

Acres
0.92

Total Land Area

0.92

Shape

Square - full city block

Topography

Level at street grade

Utilities

All available to the site

Street Improvements

Street

Direction

No. Lanes Street Type

SW 5th Ave.

Primary Street

one-way

three-lane

transportation corridor

SW 4th Ave.

Primary Street

one-way

three-lane

major downtown

SW Main St.

Secondary Street one-way

two-lane

minor downtown

Secondary Street one-way

two-lane

minor downtown

SW Madison St.
Frontage

Square Feet
40,000

rb
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Si
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lks
St
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lig
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s
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40,000

Cu

General Description





















The subject property occupies a full city block within the downtown core of Portland.
The primary enterance is on SW 5th Ave. and the loading dock/parking area are
accessed via SW 4th Ave.

Access/Exposure

Good - The subject is well located within the downtown central business district.
SW 5th Ave. forms one half of a public transportation corridor (MAX line, bus
lane, and one lane for regular traffic; the other transportation corridor is one block
west along SW 6th Ave.). SW 4th Ave. is a high-traffic northbound one-way
street. Noting streets, access to a number of highways and major arterials that
connect to the Portland CBD, public transportation options, and bike routes, the
subject property has good access and exposure characteristics. The area also
has good pedestrian access noting the high density of the core area. I note that
the sidewalk along SW 5th Ave. is brick (along with the intersections/crosswalks
to at the NW and SW corners of the property).

Seismic

The subject is in an area considered Moderate Risk by the USGS.
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Flood Zone
Zone

X (Unshaded). This is referenced by Community Number 0183, Panel
Number 4101830093E, dated October 19, 2004. Zone X (unshaded) is a NonSpecial Flood Hazard Area (NSFHA) of minimal flood hazard, usually depicted on
Flood Insurance Rate Maps (FIRM) as above the 500-year flood level. This is an
area in a low to moderate risk flood zone that is not in any immediate danger
from flooding caused by overflowing rivers or hard rains. In communities that
participate in the National Flood Insurance Program (NFIP), flood insurance is
available to all property owners and renters in this zone.

Site Rating

Overall, the subject site is considered a good commercial site in terms of its
downtown location, exposure, and access characteristics. Were it to be vacant
and available for development, the full block site would be among the most
desirable sites in the Portland area for new construction.

Easements

A preliminary title report was not available for review. During the on-site
inspection, no adverse easements or encumbrances were noted. This appraisal
assumes that there is no negative value impact on the subject improvements. If
questions arise regarding easements, encroachments, or other encumbrances,
further research is advised.

Soils

A detailed soils analysis was not available for review. Based on the development
of the subject, it appears the soils are stable and suitable for the existing
improvements.

Hazardous Waste

We have not conducted an independent investigation to determine the presence
or absence of toxins on the subject property. If questions arise, the reader is
strongly cautioned to seek qualified professional assistance in this matter. Please
see the Assumptions and Limiting Conditions for a full disclaimer.
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DESCRIPTION
The information presented below is a basic description of the existing improvements using sources deemed
dependable for this analysis. It is assumed that there are no hidden defects, and that all structural components
are functional and operational, unless otherwise noted.
The City of Portland has reported that the exterior envelope (“skin”) of the building is failing, resulting in leaks.
In addition, structural/seismic upgrades have been recommended. The cost of the repairs is estimated at $22
million for required exterior repairs and an additional $26.5 million in recommended structural/seismic
upgrades. These cost estimates were provided by the City of Portland and are assumed to be correct in this
analysis.
Property Type

Office - High-Rise Office

Design

Multi-Tenant

Number of Buildings

1

Number of Stories

15

Building Height

231 feet

Net Rentable Area (NRA)

372,433 SF

Gross Building Area (GBA)

399,043 SF

Building Class

A

Site Coverage Ratio

Effectively 100%

Land to Building Ratio

0.1 : 1

Parking

69 (Subterranean Garage) 0.2/1,000 SF NRA

Year Built

1980-1983

Age/Life Analysis

The subject is 31 years old and typically a Class A/B office tower would have
an economic life of at least 50 years. However, the failure of the exterior
building envelope has reduced the remaining economic life of the building.
Since the repair costs are not financially feasible, the building is essentially
nearing the end of its economic life. There may be value in the building core
under a redevelopment scenario, but this is subject to the cost to remove and
replace the existing building skin with a modern skin.

Quality

Average

Condition

Average (see discussion of necessary repairs)

Area Discussion

The analysis in this report is subject to the extraordinary assumption that the
market would apply an 8% load factor for full floor tenants (including the 14 th
and 15th floors that are the subject of this appraisal). BOMA measurements
for gross building area and total rentable area for each floor were provided to
the appraiser (presented in the table on the following page). Using these
measurements, the NRA figures for each floor and the whole building were
developed using an 8% load factor to account for common areas. These
figures are presented in the right-hand column in the chart below.
The BOMA measurement of GBA is 399,043 SF (includes the parking
garage). The total BOMA measurement of 344,846 SF of total rentable area
presented below includes the lobby and common areas but excludes
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mechanical rooms and vertical penetrations. These rentable area numbers
are loaded at 8% to yield the NRA, which totals 372,433 SF. This NRA is
utilized within the valuation analysis. It is assumed an 8% load is achievable
in the market and a change to this factor could affect the valuation
conclusions.

Floor Area Summary
Floor

GBA (SF)

Rentable Area (SF)

NRA w / 8% Market Load (SF)

Basement

37,962

3,974

4,292

1st Floor

36,555

34,541

37,304

2nd Floor

31,367

29,240

31,579

3rd Floor

23,054

21,818

23,563

4th Floor

22,950

21,714

23,451

5th Floor

22,950

21,714

23,451

6th Floor

22,950

21,714

23,451

7th Floor

22,950

21,714

23,451

8th Floor

22,950

21,714

23,451

9th Floor

22,950

21,714

23,451

10th Floor

22,950

21,714

23,451

11th Floor

22,950

21,714

23,451

12th Floor

22,950

21,714

23,451

13th Floor

22,950

21,714

23,451

14th Floor

22,950

21,714

23,451

15th Floor

17,655

16,419

17,733

Building Total

399,043

344,846

372,433

Basic Construction

Steel, concrete, and masonry

Foundation

Poured concrete and structural steel

Framing

Structural steel with masonry and concrete encasement

Exterior Walls

Applied masonry; concrete; glass. The first 3 stories are dark green/gray tiles;
the building's main section is yellow/cream-colored with small, square windows
and pilasters. The exterior is reportedly leaking and in need of repair.

Roof

A green roof was installed in 2006 which replaced a traditional built-up
composition roof. The green, or ecoroof consists of a layer of vegetation over
a growing medium on top of a synthetic, waterproof membrane.

Insulation

Assumed to be standard and to code for both walls and ceilings

Heating/AC

The Portland Building’s mechanical system consists of three main air handlers.
Two larger fan systems serve floors 4-15 and a portion of the 1st floor. The
third fan system serves floors 1-3. Each fan system has a chilled water cooling
coil, hot water heating coil, and an economizer section. Air is distributed to the
floors through cooling only VAV units serving the interior spaces and parallel
fan powered VAV units with reheat serving the perimeter spaces. The system
was installed when the building was constructed.

Lighting

Fluorescent and incandescent fixtures

Electrical

Assumed to be adequate
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Drywall over wood and metal framing with various wall treatments
Ceilings

Generally dropped acoustic tile systems

Windows

Windows are single pane in metal frames. It is unusual for a modern building
downtown to have single pane windows as opposed to double pane windows.
It is also noted that the Portland Building is known for having small “port-like”
windows. This style would have to be replaced if the historic designation
remains. As is discussed in the valuation, in a redevelopment/renovation of
the building, a developer would likely “re-skin” the building with a more efficient
and larger window line (provided this would be permitted).

Flooring

Primarily wall to wall carpet with areas of ceramic and vinyl tile.

Plumbing

There are gendered restrooms on each floor within the building’s vertical core.
In addition, floors have break rooms with kitchenettes.

Fire Protection

The subject has a fire sprinkler system.

Vertical Access

The building has one freight elevator, six passenger elevators, and two stairways.

Deferred Maintenance

The City of Portland has reported that the exterior skin of the building is failing,
resulting in leaks. The cost of the repairs is estimated at $22 million for required
exterior repairs. These costs are assumed to be correct. The remaining
components of the building appear dated but functional.

Functional Design

The subject improvements offer average utility to the tenants. The floor plates are
sized appropriately for professional office use. Negative factors include: windows
that are somewhat undersized; retail spaces on the lower level are offset from
the street; and the architectural design tends to elicit a strong negative or positive
response.
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TAXATION
The Portland Building is located within Multnomah County. The assessed value and property tax for the current
year are summarized in the following table. Please note that only the non-public tenant spaces are assessed
as all public owned/occupied space is treated as tax exempt.

ASSESSMENT & TAXES
Tax Year
Tax Rate Area
APN

2013-14

Tax Rate

001

Taxes Current

2.2670%
Yes

LAND

IMPV

TOTAL

EXEMPTIONS

TAXABLE

BASE TAX

R246103

$10,265,540

$55,265,700

$65,531,240

Yes

$407,560

$9,239

Totals

$10,265,540

$55,265,700

$65,531,240

$0

$407,560

$9,239

$27.56

$148.39

$175.95

$0.00

$1.09

$0.02

Total/SF (NRA)

Total Base Tax & Additional Tax Charges
Total Base Tax & Additional Tax Charges Per SF (NRA)

$9,239
$0.02

Source: Multnomah County Assessment & Taxation

Assessment & Taxation Description
In Oregon, Measure 50 was passed in the May 20, 1997 special election. This measure establishes the
maximum assessed value of property in Oregon for the 1997/1998 tax year as 90 percent of the property’s real
market value in the 1995/96 tax year. Any increases in assessed value for tax years following 1997/1998 are
limited to 3 percent per year. Assessed value will be adjusted for new property or property improvements and
certain other events. Certain local option taxes are permitted, if approved by voters. Measure 50 retains the
existing total property tax rate for all property taxes, including local option taxes but excluding taxes for bonds
at $5 per $1,000 of value for schools and $10 per $1,000 of value for non-school government.
Subject Property Analysis
The total Real Market Value assessment for the subject property is $65,531,240 or $176/SF. As a city-owned
and largely occupied property, there are a variety of exemptions in place. Current year exemptions include
assessor codes 4 (Cities and Towns), 29 (Lease/Non-Profit to Non-Profit), and 94 (City of Portland, OMFFacilities Dept.). Total taxes for the property for the current year are $9,239 or just $0.02/SF of net rentable
area. According to Multnomah County Assessor records, property taxes for the subject were paid November
15, 2013, and no balance is due.
Stabilized Taxes
As noted above, the subject property is currently nearly entirely exempt from property taxes. Were the property
to be sold and occupied by non-government owner/tenants, the property would be responsible for real estate
taxes as with a typical office building downtown. The chart below estimates a stabilized tax rate for the subject
property that will be utilized in the valuation portion of this report.
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The estimate uses
the Multnomah

County Assessor’s RMV as a starting point. The current change property
ratio (2013-14 ratio for commercial property within Multnomah County) is applied to the RMV to yield an
estimated Assessed Value for the overall property. This value is then multiplied by the current millage rate for
the subject’s location, which yields my estimate for the stabilized real estate taxes for the subject.

ESTIMATED STABILIZED TAXES
x
=
x
=

Current County RMV

$65,531,240

Estimated Changed Property Ratio
Estimated Assessed Value
Current Millage Rate
Stabilized Taxes Estim ate (rounded)

56.9%
$37,287,276
2.23%
$831,400

Stabilized Taxes/SF of NRA

$2.23

The stabilized tax estimate above will be utilized in the Income Approach for Scenario 1 of the valuation. This
estimate reflects anticipated taxes as if the building were stabilized at market levels without any exemptions in
place. In a redevelopment scenario, taxes could be higher, reflecting a newly assessed value by the
Multnomah County Assessor.
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ZONING ANALYSIS
The zoning characteristics for the subject property are summarized below:
ZONING SUMMARY
Municipality Governing Zoning
Current Zoning
Permitted Uses
Prohibited Uses
Current Use
Is Current Use Legally Permitted?
Zoning Change

City of Portland Planning & Zoning Department
Central Commercial (w/ Design Overlay) (CX-d)
Variety of commercial uses (retail, office); residential
Industrial
15-story office building
Yes
Not Likely

ZONING REQUIREMENTS
Minimum Yard Setbacks
Maximum Site Coverage
Maximum Building Height
Maximum Floor Area Ratio (FAR)
Maximum Building Area
Parking Requirement
Conforming Use

None in CX zone
100%
255' (north half of block) & 300' (south half)
12:1 at the subject's location
None
No minimum in CX Zone
The existing improvements represent a conforming use within this
zone.

Source: City of Portland Planning & Zoning Department

The Central Commercial (CX) zone is intended to provide for commercial development within Portland’s most
urban and intense areas. A broad range of uses is allowed to reflect Portland’s role as a commercial, cultural
and governmental center. Development is intended to be very intense with high building coverage, large
buildings, and buildings placed close together. Development is intended to be pedestrian oriented with a strong
emphasis on a safe and attractive streetscape.
The Design Overlay Zone (d) promotes the conservation, enhancement, and continued vitality of areas of the
City with special scenic, architectural, or cultural value. This is achieved through the creation of design districts
and applying the Design Overlay Zone as part of community planning projects, development of design
guidelines for each district, and by requiring design review or compliance with the Community Design
Standards. In addition, design review or compliance with the Community Design Standards ensures that
certain types of infill development will be compatible with the neighborhood and enhance the area.
The subject property’s specific location is within an area zoned for a maximum building height of 255-300 feet
and a maximum floor area ratio (FAR) of 12 to 1. This area allows for among the highest density development
within Portland.
Based on the interpretation of the zoning ordinance, the subject property is an outright permitted use that could
be rebuilt if unintentionally destroyed.
Detailed zoning studies are typically performed by a zoning or land use expert, including attorneys, land use
planners, or architects. The depth of my analysis correlates directly with the scope of this assignment, and it
considers all pertinent issues that have been discovered through my due diligence. Please note that this
appraisal is not intended to be a detailed determination of compliance, as that determination is beyond the
scope of this real estate appraisal assignment.
As has been noted, the subject was listed on the National Register of Historic Places and is recognized by the
City of Portland as a Historic Landmark. This historic designation requires specific approvals for alternations to
the building such as redevelopment or demolition. The following section provides a brief overview.
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National Register
of Historic Places & Historic Review
The subject property was added to the National Register of Historic Places (NRHP) in 2011. This designation
alone does not protect against alternations or demolition, but instead triggers additional oversight of proposals
and permitting regarding listed property. In the subject’s case, it would be subject to a Historic Review process
as is described below.
It is noted that delistings from the NRHP are relatively rare, though there have reportedly been over 1,750 such
instances nationwide since 1970 (based on a third party review of National Park Service records). Delistings
are often the result of demolition and/or damage caused by fires, vandalism or natural disasters.
The City of Portland’s Development Services Department requires a Historic Review for certain proposals that
affect Historic Landmarks, Conservation Landmarks or Historic Resource Inventory Listings and for proposals
in Historic and Conservation Districts. There are six types of historic reviews, four of which could be applicable
for the subject property moving forward under the alternative scenarios considered in this report (information
below is via City of Portland Development Services website):
1. Historic Resource Review allows for review of alterations to existing historic resources and review of

new development within designated districts.
2. Historic Designation Removal Review allows for the designation removal from a Historic Landmark,

Conservation Landmark, Historic District, or Conservation District.
3. Demolition Review is required to demolish some Historic Landmarks, Conservation Landmarks,

historic resources in a Historic District, historic resources in a Conservation District, and resources
listed in the Historic Resource Inventory.
4. Demolition Delay Review is required to demolish most Historic Landmarks, Conservation Landmarks,

primary structures in Conservation Districts, and resources listed in the City’s Historic Resource
Inventory.
Historic Designation Removal Reviews are processed through a Type III procedure (Portland Zoning Code
Section 33.846.040), whereas Demolition Reviews are processed through the Type IV procedure (Portland
Zoning Code Section 33.846.080).
The likelihood that the subject property could have the Historic Designation removed and/or that demolition
would be approved is highly speculative and beyond the scope of this appraisal. The potential cost and timing
of taking the property through a Historic Review process for redevelopment or demolition is also not
considered in this analysis. Some of the Hypothetical scenarios developed in the valuation portion of this report
are developed as if demolition would be approved or that the property could be redeveloped.
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MARKET ANALYSIS
The market analysis section provides a comprehensive study of supply/demand conditions, examines subject
property market related information, and interprets ground level information conveyed by market participants.
Based on these findings and an analysis of the subject property, conclusions are drawn with regard to the
subject’s competitive position within the marketplace. The subject’s market area is considered to be the
Portland Metropolitan Statistical Area (MSA) and its submarket area is the Portland Central Business District
(CBD).
The following analysis will consider market and submarket conditions for office properties. Emphasis is given to
the submarket analysis as trends in the downtown core area do not necessarily mirror those of the metro area
and because local area conditions have a more direct bearing on the competitive position of the subject
property. These findings are used to support our conclusions for the competitive position, general vacancy, and
exposure period for the subject property. Discussions with market participants and an analysis of the subject
property will also be considered within this portion of the report.
PORTLAND MSA OFFICE MARKET
The following is an analysis of supply/demand trends in the Portland MSA Office market using information
provided by CoStar. The table below presents historical data for key market indicators. Please note, the
statistics for the subject’s office market and submarket reflect Class A, B and C properties together. The
subject competes with Class C and B buildings and is classified by CoStar as a Class B building.
PORTLAND HISTORICAL STATISTICS (LAST TEN YEARS)
PERIOD

SUPPLY

ADDED SUPPLY

NET ABSORPTION

VACANCY

ASKING RENT

2004

90,345,527 SF

815,755 SF

2,223,129 SF

13.2%

$17.04/SF

2005

91,014,966 SF

673,971 SF

2,395,607 SF

10.9%

$17.04/SF

2006

92,587,973 SF

1,668,090 SF

1,905,476 SF

9.9%

$17.76/SF

2007

93,280,396 SF

963,027 SF

1,933,211 SF

9.1%

$19.44/SF

2008

94,699,704 SF

1,542,717 SF

516,675 SF

8.8%

$20.16/SF

2009

95,566,896 SF

955,658 SF

(1,224,358) SF

10.8%

$19.92/SF

2010

96,235,294 SF

805,185 SF

500,909 SF

11.6%

$19.44/SF

2011

96,366,142 SF

278,107 SF

1,024,726 SF

10.8%

$19.32/SF

2012

96,913,506 SF

569,041 SF

911,313 SF

10.3%

$19.44/SF

2013

96,808,944 SF

43,016 SF

557,311 SF

9.4%

$19.80/SF

CAGR

0.8%

-

-

-

1.7%

Source: Costar®

Over the last ten years the Portland MSA office market saw varied conditions through the economic cycle, with
most years showing some imbalance in prevailing office supply/demand conditions. During 2004 the market
was still recoverying from the 2001 recession with relatively high vacancy, low asking rental rates and low net
absorption. Recovery during this time is indicated by large added supply. The years that followed showed
improvement as vacancy decreased from 13.2% in 2004 to 8.8% in 2006-07. During the period of 2004-2008,
the market added new supply totaling 5,663,560 SF. We note that much of the supply added in 2009-2010
was caried over by existing contracts from prior to the economic downturn. Net absortion was particularly
strong during 2004-2007 which helped place downward presure on market vacancy and brought on a rise in
rental rates. The economic downturn in 2008 was evident in the change of key market indicators, such as
higher vacancy rates and negative net absorption in 2009. New projects were also hampered during and since
downturn, with 2011 and 2012 showing the lowest levels of growth in the past ten years. Market vacancy
climbed to 11.6% in 2010. Vacancy decreased in 2011 through 2013 to 9.4% which is consistent with peak
market conditions observed in 2006-2007.
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The following table
summarizes the trailing four quarter performance of the Portland market.
PORTLAND TRAILING FOUR QUARTER PERFORMANCE
PERIOD

SUPPLY

ADDED SUPPLY

NET ABSORPTION

VACANCY

ASKING RENT

2013 1Q

96,910,908 SF

12,100 SF

505,506 SF

9.5%

$19.74/SF

2013 2Q

96,821,108 SF

10,916 SF

232,764 SF

9.2%

$19.89/SF

2013 3Q

96,838,592 SF

20,000 SF

(212,483) SF

9.4%

$19.88/SF

2013 4Q

96,808,944 SF

0 SF

31,524 SF

9.3%

$19.88/SF

Source: Costar®

As of 4Q 2013 the Portland market has a total Office inventory of 96,808,944 SF with 9,048,799 SF vacant
indicating a current vacancy rate of 9.3%. There was no additional inventory delivered last quarter, whereas
there was 43,016 SF added in the last year. Key supply/demand statistics for the most recent quarter, last year
and historical averages are summarized below.
PORTLAND MARKET TREND ANALYSIS
4Q 2013

TRAILI
2013

Last 10

Total SF

96,808,944

96,808,944

94,381,935

Vacant SF

9,048,799

9,048,799

9,880,845

Market Vacancy

9.3%

9.4%

10.5%

Construction Grow th Rate

0.0%

0.0%

0.8%

Absorption Rate

0.0%

0.6%

1.1%

$19.88

$19.80

$18.94

Average Asking Rent/SF
Source: Costar®

Vacancy
The 4Q 2013 vacancy rate (9.3%) is consistent with last year (9.4%) and slightly lower than the average
vacancy over the past ten years (10.5%). The historic vacancy trend indicates generally stable long-term
demand for office space in the Portland market. However, the statistics are heavily influenced by the recent
recession. The most recent vacancy trends demonstrate improved market conditions in comparison to historic
trend and suggest stable to strong conditions moving forward.
Supply
There was no new inventory added during 4Q 2013, whereas the growth rate was 0.0% last year. Over the
past ten years the Portland office market grew at a CAGR of 0.8%.
PORTLAND OFFICE CONSTRUCTION ACTIVITY SUMMARY
STATUS
Under Construction
Source: Costar®

NO. OF PROJECTS
8

SIZE (SF)

% OF SUPPLY

405,182

0.4%

There are only two active under construction/planned office buildings that will be added to the downtown area.
Both projects will reflect Class A space that will compete above the subject.
Portland MSA Market Conclusion
Based on the preceding analysis, the Portland MSA office market demonstrates relatively sound fundamentals
and is showing improvement from the 2008 economic downturn. The Portland market is benefiting from an
improving economy. Portland has recovered around 90% of jobs lost during the Great Recession and local
businesses have again begun to expand their footprints and new start-ups have emerged. The growth has
been met with diminishing availabilities, especially among large blocks of space. While there remain ample
options for large users in the CBD, large blocks of high end office space are scarce in suburban submarkets.
The CBD has seen an increase in large blocks of space as tenants have relocated back to the Edith Green
Wendell Wyatt federal building after its renovations. In addition, Stoel Rives will vacate nine floors of the
Standard Insurance Center for 131,000 SF of new space in the restarted Park Avenue West Tower (expected
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completion in 2015;
discussed further ahead). This shuffling of spaces will create several large blocks of office
space that had been absent in the Class A CBD submarket in recent years, thereby creating an opportunity to
market to large firms that may have been unable to previously locate to Portland. Portland has seen a
tendency for traditionally large tenants (legal or finance users, for example) to consolidate and downsize while
creative (such as software or design firms) users have shown a tendency to expand their footprints.
CBD OFFICE SUBMARKET OVERVIEW
The following is an analysis of supply/demand trends in the CBD Office Submarket using information provided
by CoStar. The table below presents historical data for key market indicators.
CBD HISTORICAL STATISTICS (LAST TEN YEARS)
PERIOD

SUPPLY

ADDED SUPPLY

NET ABSORPTION

VACANCY

ASKING RENT

2004

25,552,249 SF

12,750 SF

210,026 SF

11.5%

$17.76/SF

2005

25,552,249 SF

0 SF

51,883 SF

10.7%

$17.52/SF

2006

25,516,656 SF

45,627 SF

199,241 SF

9.9%

$18.12/SF

2007

25,324,304 SF

0 SF

215,432 SF

9.1%

$19.92/SF

2008

25,566,756 SF

277,008 SF

310,470 SF

8.0%

$21.96/SF

2009

25,852,125 SF

327,001 SF

(200,732) SF

9.1%

$21.96/SF

2010

26,177,026 SF

364,779 SF

404,168 SF

10.1%

$21.60/SF

2011

26,165,126 SF

62,300 SF

192,621 SF

8.8%

$21.60/SF

2012

26,298,386 SF

133,260 SF

(205,040) SF

9.6%

$22.32/SF

2013

26,271,986 SF

0 SF

(65,800) SF

9.4%

$23.04/SF

CAGR

0.3%

-

-

-

2.9%

Source: Costar®

Over the past decade, the Portland office market has been generally stable. Market inventory increased slightly
over the ten year period, with the majority of deliveries coming in 2008-2010 (projects that were
planned/started prior to the downturn). Occupancy rates in the CBD office market peaked in 2007-08. Unlike
suburban market areas in the Portland MSA, the downturn only had a moderate softening effect on the CBD.
Vacancies rose to 9.8% in 2010 but dropped again in 2011 due to high net absorption. In 2012, vacancy
increased to 9.6% before tapering to 9.4% over 2013. Asking rental rates have hovered in the $22 to $23/SF
range since 2008. Rates for the Class A product in the market have been consistently higher than the average
for the CBD (including Class B/C assets) which has ranged from $22/SF to $23/SF over the same period.
Current asking rates are around $22/SF for Class B space and $19-$20/SF for Class C space at this time.
The following table summarizes the trailing four quarter performance of the CBD submarket.
CBD TRAILING FOUR QUARTER PERFORMANCE
PERIOD

SUPPLY

ADDED SUPPLY

NET ABSORPTION

VACANCY

ASKING RENT

2013 1Q

26,298,386 SF

0 SF

37,372 SF

9.5%

$22.94/SF

2013 2Q

26,271,986 SF

0 SF

156,132 SF

8.8%

$22.95/SF

2013 3Q

26,271,986 SF

0 SF

(170,929) SF

9.5%

$22.99/SF

2013 4Q

26,271,986 SF

0 SF

(88,375) SF

9.8%

$23.36/SF

Source: Costar®

As of 4Q 2013, the CBD market has a total Office inventory of 26,271,986 SF with 2,574,649 SF vacant
indicating a current vacancy rate of 9.8%. Over the past four quarters, the CBD office market has experienced
no growth of supply. There was also negative net absorption, increase in vacancy rates and increase of asking
rent in the marketplace. Asking rental rates trended slightly upward over 2013 with further rent growth
anticipated moving forward. Key supply/demand statistics for the most recent quarter, last year and historical
averages are summarized below.

© 2014 COLLIERS INTERNATIONAL VALUATION & ADVISORY SERVICES

31

PROPERTY & ASSIGNMENT OVERVIEW
CONTINUED

C140133

EXECUTIVE SUMMARY

CBD MARKET TREND ANALYSIS

TRAILI

4Q 2013

2013

Last 10

Total SF

26,271,986

26,271,986

25,827,686

Vacant SF

2,574,649

2,574,649

2,478,941

Market Vacancy

9.8%

9.4%

9.6%

Construction Grow th Rate

0.0%

0.0%

0.3%

Absorption Rate

(0.3%)

(0.3%)

0.4%

Average Asking Rent/SF

$23.36

$23.04

$20.58

Source: Costar®

Vacancy
The 4Q 2013 vacancy rate (9.8%) is consistent with last year (9.4%) and consistent with the average vacancy
over the past ten years (9.6%). The historic vacancy trend indicates stable long-term demand for office space
in the CBD market. The most recent vacancy trends demonstrate improved market conditions in comparison to
the historic trend and suggest continued improvement due to supply constraints moving forward.
Supply
There was no new inventory added during 4Q 2013, nor were there any new deliveries in the last year.
CBD OFFICE CONSTRUCTION ACTIVITY SUMMARY
STATUS
Under Construction
Source: Costar®

NO. OF PROJECTS
2

SIZE (SF)

% OF SUPPLY

288,000

1.1%

As was noted previously, the biggest office news in the Portland market is the recent announcement that
construction will resume on Park Avenue West at 728 SW 9th Avenue. Construction at Park Avenue West
originally started in 2008 and was slated to be completed in 2011. The project, planned for 359,923 SF on 26
floors of primarily office, was placed on hold in 2009. The project was reconceived in 2013 with the design
increasing to 30 floors but now with 15 floors of housing and just 13 of office space. In October 2013, Stoel
Rives announced that it has preleased 131,000 SF on nine floors. Construction is resuming in late 2013 with a
completion date in 2016. Stoel Rives will vacate a large block of Class A space in the Standard Insurance
Center that could potentially compete with the subject property.
In addition, as was previously mentioned, a new nine-story office project was announced by Bowen
Development in January 2014. The project, named NW 14th & Irving, is expected to total around 150,000 SF
including street level retail. It will also have three stories of underground parking. Asking rates for pre-leasing
are $27.50-$31.50/SF (triple net). The project reportedly has not yet obtained permits, but the announcement
anticipated completion by December 2015, which would make it the first new office tower completed in
downtown Portland in years.
There is also around a million square feet of either planned or proposed office construction in Portland near the
subject. However, only a small portion of potential users of office space at the subject (without significant
renovation) would also compete for new, Class A office construction.
Portland CBD Office News
Overall leasing activity has been strong recently, with several large transactions noted in the market. Although
there is not a significant supply of vacant space on the market, significant leasing activity is anticipated in the
near term due to movement of tenants within the market. Major moves include:


The GSA is moving back into the rededicated Edith Green Federal Building. This will cause GSA
tenants to leave behind 159,000 in Block 300, and the IRS is moving out of their 70,000 SF space form
Frist and Main. Other smaller tenants will be relocated from Moda (ODS) Tower, Fox Tower, First &
Main, Congress Center, and others.
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 Regency is
consolidating their space at 100 Market by April 2014.
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This will leave behind 100,000 SF at

100 Market.
OIA Global Logistics signed a lease to move their corporate headquarters to 33,000 SF at 2100 SW
River Parkway (South Waterfront, just outside what is considered the CBD boundary)
Integra Telecom will be vacating as much as 80,000 SF of space in the Lloyd District.

These major moves and others in the downtown area will free up space that has been tied up for many years,
creating additional opportunities for tenants in the market. There has also been ample activity among smaller
office suites across the downtown area in 2013.
In addition to active leasing, sales activity has increased dramatically. Major transactions include the sale of
the 398,412-square-foot ODS Tower for $129 million ($324/SF) and the office portion of the Gregory (46,865
SF at $226/SF) – both in February 2013. In addition, the Commonwealth Building (219,577 SF) office tower
was purchased by Unico for $41 million (closed October 2013). A portfolio of historic office buildings (Loyalty,
Hamilton and Postal Buildings) recently closed in December 2013 as well. Other major recent/ongoing
transactions include:





Executive Building - a 104,630 SF building built in 1955 at the corner of Yamhill and SW 6th pending
near $200/SF (still pending as of January 2014)
1st and Market – two buildings at the south end of downtown totaling 295,544 SF. Built in 1983, the
major tenant in the project is consolidating to one building, leaving a large vacancy in the other building.
This sale closed in December 2013.
Lincoln Building – 262,975 SF full-block building that is 97% occupied and largely leased to investment
grade tenants including Multnomah County, is pending at approximately $141/SF as of January 2014.

CBD Submarket Conclusion
The Portland CBD office market reflects sound fundamentals. Vacancy and rental rates are consistently
superior to those for the metro area overall, reflecting the demand for core locations. The Class A segment
within the CBD significantly outperforms Class B/C space, though it is noted that there has been consistent
demand in recent years for creative and historic-renovated space. In fact, some Class A landlords have looked
to reposition offerings to better compete for users looking for creative spaces and uses. The supply and
demand market indicators presented above suggest continued stability within the CBD office market moving
forward. In addition, REIS Inc. anticipates continued modest improvement moving forward in the CBD area
among both vacancy rates and rental rates. Class A properties are performing well at this time, noting that
large blocks of space are becoming available. The Park Avenue West Tower and NW 14th & Irving represent
the return of new office construction in the Portland CBD. While fundamentals remain strong, the shuffling of
tenant spaces in the coming three years provides some uncertainty. Many believe this will result in additional
firms locating to the CBD due the unprecedented ability to lease multiple full floors in single buildings. Others
believe the movement will result in soft rental rates as landlords compete to fill vacancies.
SUBJECT PROPERTY ANALYSIS
The Portland Building is a well-located office asset with a total net rentable area of 372,433 SF with 15 above
grade levels. The building is architecturally significant, but somewhat controversial. From a market
perspective, it is an appealing location for City and County related entities given its proximity to City Hall and
the Multnomah County Courthouse. However, from a tenant perspective, the exterior is not well embraced and
the small, single pane windows are considered a negative aspect with low levels of natural light as well as
temperature issues. The subject is effectively owner/occupied with the City of Portland and related branches
of the City government taking most space. There are lower level retail spaces leased to third-party tenants.
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Based on my analysis
of the subject property and investigation of comparable properties in the marketplace,
the subject is considered to presently have fair to average overall tenant appeal with a typical competitive
position for potentially attracting and retaining tenants. This assessment assumes the building (including the
exterior envelope) is functioning properly with no deferred maintenance.
GENERAL VACANCY CONCLUSION
This market analysis relied on various published data sources and field research for assessing how
supply/demand conditions influence the long term vacancy estimate of the subject property.
Based on my analysis of supply/demand trends, a general vacancy rate of 5.0% is concluded and applied
within the valuation ahead.
EXPOSURE TIME & MARKETING PERIOD
Exposure time is best established based the recent history of marketing periods for comparable sales, discussions
with market participants and information from published surveys.
This appraisal develops Hypothetical Market Values associated with a number of different scenarios. As each
of these scenarios is subject to one or more Hypothetical Conditions, the applicable exposure time and
marketing period would be highly dependent on particularly assumptions or conditions.
In the baseline scenario (Scenario 1) wherein the property is valued as if it is operating at stabilized market
levels and under singular ownership, the building would be an attractive asset to investors. There has been
strong demand for well positioned, well occupied investment opportunities in the Portland market. In this
scenario, an exposure time and marketing period of six months or less would be likely. However, this scenario
is purely hypothetical as the property is not leased and significant deferred maintenance is known to exist.
The other scenarios reflect much more uncertainty, particularly with regard to cost estimates versus actual
expected costs on a buyer’s end and with regard to whether a Historic Review process would allow either
demolition or redevelopment of the property. An extended due diligence period may extend the exposure time
and marketing period. The applicable exposure time and market period timelines could be up to two years or
even longer in this situation, depending on approvals and diligence. A sale contract subject to contingency
provisions could significantly reduce the marketing and exposure period.
In considering the property as if its historic designations were removed and as a vacant redevelopment or
demolition project, an exposure period longer than that of a stabilized, leased-fee asset but shorter than an asis, uncertain situation in which significant diligence and approval processes would likely play out prior to closing
a sale. A range of six to twelve months would likely be applicable.
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HIGHEST AND BEST
USE ANALYSIS
This section develops the highest and best use of the subject property (as-vacant and as-improved. The
highest and best use, or most probable use, must be legally permissible, physically possible, financially
feasible, and maximally productive. This analysis treats the overall property since the leasehold interest in the
two floors is not a separate, developable asset.
As-Vacant Analysis
Permitted uses of the subject’s Central Commercial (w/ Design Overlay) (CX-d) zoning were listed in the
Zoning Analysis section and includes office, retail and residential uses. Regarding physical characteristics, the
subject site is square in shape and has level topography with good access and good exposure. The property
consists of a full city block and regulations would allow for high-rise, high-density development. The immediate
area is developed with office, retail, mixed-use and government offices. Based on my observations of land
development trends for sites with similar zoning and physical characteristics as the subject and analysis of
current supply/demand trends, the highest and best use of the subject site as-vacant is commercial
development (likely mixed use office/residential with ground floor retail).
As-Improved Analysis
The subject’s Office (High-Rise Office) use (as-improved) is permitted outright by the CX-d zoning. The legal
factors influencing the highest and best use of the subject property support the existing use. The subject’s
improvements were constructed in 1980-1983 but have significant deferred maintenance due to the failing
exterior skin of the building. Significant structural/seismic repairs and upgrades have also been recommended.
Legal, physical, locational and marketability factors support the existing use as the highest and best use of the
subject site; however, the significant cost of the repairs requires consideration of alternative treatments.
Alternative Uses and Market Feasibility
In addition to legal and physical considerations, analysis of the subject property As Improved requires the
treatment of two important issues: 1) consideration of alternative uses for the property; and 2) the marketability
of the most probable use. In the following analysis, alternative uses are treated first, followed by a marketability
analysis. The five possible alternative treatments of the property are demolition, expansion, renovation,
conversion, and continued use As Improved. In analyzing an improved property, the five options above are
evaluated considering physical, legal, financial feasibility, and marketability criteria. Each of the options is
discussed briefly.


Demolition – The subject improvements contribute value to the site. However, this may become a
viable option depending on the costs to renovate and “re-skin” the building. Approval through a
Demolition Review process is required to demolish Historic Landmarks. Where renovation costs
become prohibitive, demolition would often be supported from a valuation standpoint. However,
demolition costs are significant and therefore not considered a likely treatment. This will be further
discussed in the valuation section.



Expansion – Expansion of the building would be vertical. The possibility of increasing the height is
beyond the scope of this report. Under a full redevelopment of the building core, this may be a
potential, but is not likely. Additional engineering studies would be necessary.



Conversion – The subject functions adequately for an office use; however, costly repairs to the
building skin are necessary. Conversion is a possible treatment. As presented ahead in the valuation
section, there are 3 known examples of 1970s/1980s built office buildings being re-skinned. One
example was for a hotel, another for a residential tower. The third was a renovation for continued office
use. Conversion is considered a potential treatment; however, additional investigation as to the financial
feasibility of an alternative use would be necessary and is beyond the scope of this report.
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 Renovation
– Renovation

is assumed to be necessary based on information provided by the City of
Portland. The building exterior is failing and will require substantial repairs. Therefore, renovation is a
scenario considered ahead. The feasibility of a renovation would depend on the costs for a developer
and the ability to remove it from the historic register.



Continued Use As Improved – The subject improvements are designed for, operate as, and are
functional for the current office use. Costly repairs require consideration of alternative uses. Continued
use is not considered a viable option without at least a renovation to address deferred maintenance.

Among the five alternative uses, the highest and best use of the subject property as demolition, conversion,
and renovation are all scenarios developed in this report.
Conclusion
Legal, physical, locational and marketability factors support the existing use as the highest and best use of the
subject site; however, the significant cost of the repairs requires consideration of alternative treatments. Given
the uncertainty regarding costs and the legal ability to replace the building skin with a new, modern skin,
demolition, conversion, and renovation are all scenarios developed in this report.
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The following presentation of the appraisal process deals directly with the valuation of the subject property. The
paragraphs below describe the standard approaches to value that were considered for this analysis.
Overview
The focus of the valuation is to provide opinions of Hypothetical Market Value for the subject property under a
number of scenarios. A Land Value (vacant site) is developed first within the valuation sections that follow.
Next, alternative scenarios for the subject property are considered. In developing these values, a baseline
scenario based on the Hypothetical Conditions as if: 1) full ownership by City of Portland (no consideration to
perpetual leasehold to top floors or to leases for small retail spaces on ground floor), 2) in average condition
with no deferred maintenance present and 3) operating at stabilized market income/expenses. This first portion
of the valuation is based on the condition that the overall building is leased and operated at market levels as a
multi-tenant office building similar to comparable properties actively selling and leasing on the market as of the
valuation date. Adjustments to this value will be applied in deriving alternative Hypothetical Market Values. In
addition, the subject’s site value will be developed by considering the land value less estimated demolition
costs. Finally, a brief analysis will be presented based on limited market evidence of redevelopment projects
(Sales Comparison Approach only).
Land Valuation
The subject’s site value is developed at the request of the client and as a component of developing the
Hypothetical Market Value under a scenario involving demolition of the existing improvements. Development
land in the subject marketplace is most often valued utilizing the Sales Comparison Approach. Within the Site
Valuation section, the subject is valued as one marketable economic site.
Income Approach
The two fundamental methods of this valuation technique include Discounted Cash Flow and Direct
Capitalization. Development of the Income Approach is a specific scope requirement of this assignment.
Characteristics specific to the subject property warrant that this valuation technique is developed. If it weren’t
largely owner-occupied by the City of Portland, the subject would be considered an investment property;
therefore, the Income Approach represents the decision making process of knowledgeable buyers and sellers
of this property type. Due to the unusual operating circumstances of the subject property, market data is
emphasized within the Income Approach. The Direct Capitalization method is used in this analysis. Discounted
Cash Flow analysis does not contribute substantially to estimating value beyond the direct capitalization
method and is not used in this analysis.
Sales Comparison Approach
Development of the Sales Comparison Approach is a specific scope requirement of this assignment.
Characteristics specific to the subject property warrant that this valuation technique to be developed. Sufficient
sales data is available to provide a credible value estimate by the Sales Comparison Approach. Based on this
reasoning, the Sales Comparison Approach is presented within this appraisal.
Cost Approach
Development of the Cost Approach is not applicable given the scope of this report and the characteristics of
the property. The Cost Approach has limited applicability due to the age of the improvements and lack of
market based data to support an estimate of accrued depreciation. The Cost Approach will not be presented.
Reconciliation of Value Conclusions
The Income (Direct Capitalization) and Sales Comparison approaches are used to value the subject property,
which will be reconciled into the final opinion of market value for the Hypothetical Value of the entire building
(Scenario 1). Additional Hypothetical Market Value scenarios are then discussed.
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As previously discussed within the Valuation Methods section, the subject is valued as one marketable
economic site in this appraisal. Land value is influenced by a number of factors; most prominent of which is
development and use potential. These factors, as well as others, are considered in the following analysis.
UNIT OF COMPARISON
The most relevant unit of comparison is the price per square foot per floor-to-area ratio (FAR). This indicator
best reflects the analysis used by buyers and sellers in this market for land with similar utility and zoning in this
marketplace. Secondary consideration is given to the price per square foot unit of comparison.
COMPARABLE SELECTION
A thorough search was made for similar land sales in terms of proximity to the subject, size, location,
development potential, and date of sale. In selecting comparables, emphasis was placed on confirming recent
sales of commercial sites that are similar to the subject property in terms of location and physical
characteristics. Overall, the sales selected represent the best comparables available for this analysis.
ADJUSTMENT PROCESS
Quantitative adjustments are made to the comparable sales. The following adjustments or general market
trends were considered for the basis of valuation.
Transactional Adjustments
Dollar adjustments to the comparable sales were considered and made when warranted for transitional
adjustments in the sequence shown below:
Property Rights Transferred

The valuation of the subject site was completed on a fee simple basis. If
warranted, leased fee, leasehold and/or partial interest land sales were
adjusted accordingly.

Financing Terms

The subject site was valued on a cash equivalent basis. Adjustments were
made to the comparables involving financing terms atypical of the marketplace.

Conditions of Sale

This adjustment accounts for extraordinary motivation on the part of the buyer
or seller often associated with distressed sales and/or assemblages.

Expenditures After Purchase

Adjustments were applied if site conditions warranted expenditures on the part
of the buyer to create a buildable site. Examples include costs for razing preexisting structures, general site clearing and/or mitigation of environmental
issues.

Market Conditions

Market conditions adjustments were based on a review of historical sale data,
market participant interviews and review of current versus historical pricing.
Based on my research, land values have remained relatively stable. Peak
market conditions were noted on previous construction cycle in 2006/2007.
Demand for sites and transactions were limited in 2008 through the recession
and into 2011. Two comparables in close proximity sold over 6 years apart.
Comparables 1 ($221/SF – Nov 2013) and 5 ($238/SF, March 2007) show that
pricing levels have returned to near pre-recession levels. A slight downward
adjustment is applied for the 2007 sale. No other adjustments are made for
market conditions. The date of sale of each comparable is considered with
respect to the weight given each as an indication of the subject’s unit value.
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Property Adjustments
Qualitative evaluations are made for location and physical characteristics such as size, shape, access,
exposure, topography, zoning and overall utility. It should be stressed that the adjustments are subjective in
nature and are meant to illustrate my logic in deriving a value opinion for the subject site.
PRESENTATION
The following Land Sales Summation Table, Location Map and analysis summarize the sales data used in this
analysis. Following these items, the comparable land sales are adjusted for applicable elements of comparison
and the opinion of site value is concluded.

LAND SALES SUMMATION TABLE
Comparable

Subject

Comparable 1

Nam e

Portland
Building

Address

Comparable 2

Comparable 3

Comparable 4

Comparable 5

Comparable 6

Proposed Hotel Site 1241 NW Johnson
St

High Density
Residential

Surface Parking Lot First and Main

1120 SW 5th
Ave.

202-218 SW
Jefferson Street

1241 NW Johnson
St

SW 11th and SW
Market

The Parker
Apartments
Site
1415 NW 12th
Avenue

200 sw oak st

200 sw main street

City
State
Zip
County

Portland
OR
97204
Multnomah

Portland
OR
97201
Multnomah

Portland
OR
97209
Multnomah

Portland
OR
97201
Multnomah

Portland
OR
97209
Multnomah

Portland
OR
97204
Multnomah

Portland
OR
97204
Multnomah

SF
FAR
Max Bldg SF
Location
Zoning

40,000
12.0 : 1
480,000
Good
CX-d

20,400
9.0 : 1
183,600
Average
CXd

40,001
4.0 : 1
160,004
Good
EXd

40,000
7.0 : 1
280,000
Average
EXd

19,000
9.0 : 1
171,000
Average/Good
CXd

39,000
9.0 : 1
351,000
Excellent
CXd

11/25/2013
Recorded
Fee Simple
$4,500,000
$4,500,000
$220.59
$24.51
Colliers
Daren Duke

9/30/2013
Recorded
Leased Fee
$11,750,000
$11,750,000
$293.74
$73.44
Urban Works RE
Dan Bozich

12/3/2012
Recorded
Fee Simple
$6,500,000
$6,575,000
$164.38
$23.48
Astor Pacific
Bob Ball

7/31/2009
Recorded
Fee Simple
$1,550,000
$3,100,000
$163.16
$18.13
City Center Parking
Greg Goodman

3/27/2007
Recorded
Fee Simple
$10,500,000
$9,300,000
$238.46
$26.50
Shorenstein
Matthew Cole

PHYSICAL INFORMATION
10,000
8.0 : 1
80,000
Good
RXd

SALE INFORMATION
Date
Status
Rights Transferred
Transaction Price
Analysis Price
$/SF Land
$/SF/FAR
Confirm ation Source
Confirm ation Nam e
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Fee Simple
$1,800,000
$1,800,000
$180.00
$22.50
Norris and Stevens
Todd VanDomelen
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LAND SALES ADJUSTMENT GRID

Comparable

Subject

Comparable 1

Comparable 2

Comparable 3

Comparable 4

Comparable 5

Address

1120 SW 5th
Ave.

202-218 SW
Jefferson
Street

1241 NW
Johnson St

SW 11th and
SW Market

1415 NW 12th
Avenue

SF
FAR
Max Bldg SF
Location
Zoning
Shape
Corner
Topography
Site Utility Rating
Access
Exposure

40,000
12.0 : 1
480,000
Good
CX-d
Square
Yes
Level
Average
Good
Good

20,400
9.0 : 1
183,600
Good
CXd
Rectangular
Yes
Level
Average
Good
Average/Good

40,001
4.0 : 1
160,004
Good
EXd
Square
Yes
Level
Average
Average
Good

10,000
8.0 : 1
80,000
Good
RXd
Rectangular
Yes
Level
Average
Good
Good

40,000
7.0 : 1
280,000
Average
EXd
Square
Yes
Level
Average
Good
Average/Good

SW 2nd Ave. & Full block
SW Oak St.
betw een SW
Madison & SW
Main Streets,
SW 1st & SW
2nd Avenues
19,000
39,000
9.0 : 1
9.0 : 1
171,000
351,000
Average/Good Good/Excellent
CXd
CXd
Rectangular
Square
Yes
Yes
Level
Level
Average
Average
Good
Good
Good
Good

Comparable 6

Date
Status
Rights Transferred
Analysis Price
Price/Acre
Price/SF
Price/SF/FAR

11/25/2013
Recorded
Fee Simple
$4,500,000
$9,574,468
$220.59
$24.51

9/30/2013
Recorded
Leased Fee
$11,750,000
$12,771,739
$293.74
$73.44

12/3/2012
Recorded
Fee Simple
$6,575,000
$7,146,739
$164.38
$23.48

7/31/2009
Recorded
Fee Simple
$3,100,000
$7,045,455
$163.16
$18.13

3/27/2007
Recorded
Fee Simple
$9,300,000
$10,333,333
$238.46
$26.50

Property Rights
Conditions of Sale
Financing
Market Conditions¹
Subtotal Transactional Adj Price

0%
0%
0%
0%
$24.51

0%
0%
0%
0%
$23.48

0%
0%
0%
0%
$18.13

0%
0%
0%
-10%
$23.85

Size
FAR Lim it
Location
Zoning
Shape
Site Utility Rating
Access
Exposure

Smaller
Sl. Inferior
Similar
Similar
Similar
Similar
Similar
Sl Inferior

Similar
Inferior
Similar
Similar
Similar
Similar
Similar
Similar

Smaller
Sl. Inferior
Similar
Similar
Similar
Similar
Similar
Similar

Similar
Sl. Inferior
Sl. Inferior
Similar
Similar
Similar
Similar
Sl. Inferior

Smaller
Inferior
Sl. Inferior
Similar
Similar
Similar
Similar
Similar

Similar
Inferior
Sl. Superior
Similar
Similar
Similar
Similar
Similar

TOTAL ADJUSTED PRICE
TOTAL ADJUSTED PRICE/SF

$24.51

$73.44

$22.50

$23.48

$18.13

$23.85

$180.00

$164.36

$163.17

$214.65

SALE INFORMATION
3/9/2013
Recorded
Fee Simple
$1,800,000
$7,826,087
$180.00
$22.50

TRANSACTIONAL ADJUSTMENTS
0%
0%
0%
0%
$73.44

0%
0%
0%
0%
$22.50

PROPERTY ADJUSTMENTS

$220.59
$293.76
STATISTICS
UNADJUSTED ADJUSTED
LOW
$18.13
$18.13
HIGH
$73.44
$73.44
MEDIAN
$24.00
$23.67
AVERAGE
$31.43
$30.99
¹ Market Conditions Adjustment - 10% adjustment to 2007 sale only
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LAND SALES ANALYSIS
The land sales presented range from $163 to $294/SF and $18.13 to $73.44/SF/FAR (adjusted). Emphasis
has been placed on sales in the CBD as well as comparables of size and allowable FAR. The subject is a full
city block and therefore, similar full city blocks are emphasized. A limiting factor in the comparables available
is that the FAR of the subject is 12:1 – among the highest in the CBD (15:1 is allowable in some areas). Due
to the built up nature of the area, land sales are limited and most transactions that have occurred in the past
decade have been 3:1 to 9:1, with few transactions over 6:1. There is an inverse relationship between FAR
and price/FAR, which is considered in the analysis.
Comparable 2 ($294/SF; $73.44/FAR) is the sale of a full city clock in NW Portland. There has been high
demand for mixed use project in the NW area and this property had an existing building that will be leased prior
to demolition. The income over the short term more than offsets the demolition costs. This comparable also
has a much lower FAR. This is the highest price per square foot indicator observed recently in the Portland
CBD. Noting the position in the Pearl District and the interim use, only secondary emphasis is placed on this
comparable as an indicator on a price per square foot basis. It is not a reliable indicator as a price per square
foot of FAR indicator.
Comparable 3 ($189/SF; $23.63/FAR) is the sale of a much smaller, quarter block at SW 11th and Market
Street. The location is somewhat inferior. The FAR is 8:1, which is well below the subject’s at 12:1. Overall,
only minimal weight is given to this sale given the small size and development potential.
Comparable 4 ($164/SF; $23.48/FAR) is the December 2012 sale of a full city block in NW Portland. The site
is well located but has inferior FAR at 7:1. It is a low indicator on a price per square foot basis and a
reasonable indicator on a price per FAR basis.
Comparable 5 ($163/SF; $18.13/FAR) is a surface parking lot with access from SW Oak, 2nd, and Stark – in a
relatively similar location to the subject. The buyer and the seller were partners in the property. The seller
decided the sell their 50% of the site to the buyer (adjusted to 100% in the analysis price). Both parties
indicated the sale was intended to reflect a market value, with no unusual motivation by either party. The price
was negotiated approximately 2-3 months prior to closing. The site has a 9:1 FAR with a 460 foot height limit
on half the block and a 130 foot height limit on half the block. According to the buyer the lower height limit can
be raised subject to the results of a shadow study. This is a reasonable indicator on a $/FAR basis but low on
a price/SF basis.
Comparable 6 ($215/SF; $23.85/FAR as adjusted) is the sale of the site that is now home to the First & Main
Building just west of the Hawthorn Bridge. The analysis price was adjusted to exclude soft costs as the buyer
purchased the site with plans/permits for the 16-story development. I also adjusted the price down 10% to
reflect superior development market conditions in 2007 relative to the date of value. The transaction was part
of a portfolio but the recorded price was confirmed to reflect the buyer’s allocation to the site. It is a welllocated, full block parcel and is considered a reasonable indicator for the subject on a $/SF/FAR basis. Given
the inferior FAR limit, it is a slightly low indicator on a price per square foot basis. It is noted that this is a
somewhat dated sale, but reflects the site associated with the most recently constructed CBD tower (First &
Main).
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LAND VALUE CONCLUSION
As was previously discussed, the subject property has a base FAR of 12:1. It is noted that most developers in
the CBD already have FAR available that can be transferred from other holdings; therefore, there is diminishing
market value as FAR increases (though the effective price per square foot would still increase). There are no
known recent comparable sales of sites with FAR in excess of 9:1. Based on the analysis above, a $/SF/FAR
toward the lower end of the comparable range is supported and a price/SF of land area toward the higher end
of the range is supported. A conclusion of $21/SF/FAR is applied below. This indicates a price per square foot
of $252/SF, which is considered reasonable and supported given that the subject would be one of the most
desirable high-rise development sites in the market were it to be vacant and available for development.
LAND VALUE CONCLUSION
The following table summarizes the analysis of the comparables, reports the reconciled price per square foot
per floor-to-area ratio (FAR) value conclusion, and presents the concluded value of the subject site.

CALCULATION OF LAND VALUE
ANALYSIS
COMP

ADJUSTMENT

TOTAL

WEIGHT

FINAL

$/SF

ADJ %

GIVEN

0%

$24.51

$220.59

0%

PRIMARY

$73.44

0%

$73.44

$293.76

0%

SECONDARY

$22.50

0%

$22.50

$180.00

0%

MINIMAL

0%

$23.48

0%

$23.48

$164.36

0%

MINIMAL

$18.13

0%

$18.13

0%

$18.13

$163.17

0%

PRIMARY

$23.85

0%

$23.85

$214.65

-10%

PRIMARY

PRICE

TRANSACTIONAL¹

1

$24.51

0%

$24.51

2

$73.44

0%

3

$22.50

0%

4

$23.48

5
6

$26.50

-10%

$/SF/FAR

$/SF

LOW

$18.13

$163.17

HIGH

$73.44

$293.76

AVERAGE

$30.99

$206.09

MEDIAN

$23.67

$197.33

ADJUSTED PROPERTY²

Supported Value Range $/SF/FAR
Supported Value Range $/SF
SUBJECT SF
TOTAL PROPERTY

40,000

SUBJECT FAR
x

12.00

$/SF/FAR CONCLUSION
x

IMPLIED PRICE/SF
¹Cumulative ²Considered qualitatively; see narrative
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$21.00

$17-$23
$225-$250
VALUE

=

$10,080,000
$252

Rounded to nearest $10,000
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INCOME APPROACH
As previously discussed within the Valuation Methods section, the Direct Capitalization method is used in this
analysis, and Discounted Cash Flow analysis is not developed.
This analysis is developed first based on a Hypothetical Value as if the property were operating at stabilized
level with no deferred maintenance. Then, the necessary repairs are considered under alternative scenarios.
DIRECT CAPITALIZATION
The first step in the direct capitalization method is to estimate the subject’s durable rental income through
reconciliation of the subject’s in-place lease terms and market rent analysis. As a primarily owner-occupied
property with a perpetual lease at no base rent, in-place lease terms are not applicable to this analysis. Market
rent comparables will be analyzed and utilized to conclude achievable market rental income for the subject
property. Next, I consider other income items including expense reimbursements and miscellaneous revenues.
Then, vacancy allowance and operating expenses are estimated based on analysis of the subject and market
indicators. Finally, the resulting net operating income is capitalized at an appropriate supported rate. The
implied value may be adjusted to account for non-stabilized conditions or required capital expenditures to
reflect an as is value.
In this Income Approach section, I will conclude the Hypothetical Value of the entire building under Scenario 1.
The following Hypothetical Conditions applies with regard to all the Hypothetical Market Value scenarios
developed within this report:


The property is valued as if the City of Portland has full ownership rights to the property. In other
words, it is valued as if there is no perpetual leasehold affecting the top two floors (currently leased
into perpetuity by Multnomah County) and no consideration is given to the small retail leases on the
ground floor.

In addition, Scenario 1 is based on the following Hypothetical Conditions



For this scenario, the subject property is considered as if it was currently operating on a stabilized
basis with market rents applied to all spaces and at expense levels consistent with market levels.
In addition, it is assumed that the property is in average condition with no deferred maintenance
present. With regard to the 14th and 15th floors, these floors are considered as if they are in
effectively the same condition as the other floors that are currently occupied by the City of Portland.
It should be noted that the tenant build-out within these spaces is dated and inferior to other floors
within the building.

RENTAL INCOME ANALYSIS
In this section, I develop an opinion of the subject’s rental income through market rent analysis using rent
comparables. In this analysis, the Hypothetical Market Value is based on the hypothetical conditions identified
above. Most office space that trades in the CBD is leased to third-party tenants. A rent roll is not presented or
considered within this analysis. Market rents are applied to all spaces within the building.
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Floor Area by MLA
Breakdown
Market leasing assumptions (MLAs) will be developed for different portions of the building’s office, retail and
basement storage space. The following table summarizes the subject asset by its various tenant categories
that will be allocated individual unit value rents in the analysis ahead:

Floor Area by MLA
MLA Group

NRA (SF)

Office (Low er Floors)

195,849

Office (Floors 10-13)

93,804

Office (14th Floor)

23,451

Office (15th Floor)

17,733

Ground Floor Retail/Office

37,304

Basement

4,292

Total NRA

372,433

MARKET RENT ANALYSIS
This section examines competitive comparable properties within the marketplace to establish an opinion of
market rent for the subject property. This allows for a comparison of the subject property’s contract to what is
attainable in the current market.
Adjustment Process – Office Lease Comparables
Qualitative and quantitative assessments/adjustments are made to the comparable leases. The following
adjustments or general market trends were considered for the basis of market rent analysis.
Transactional Adjustments

No adjustments were warranted. All leases are analyzed on a full service basis.

Concession Adjustment

No adjustments for concessions were warranted. Most space in the CBD is
leased with approximately 1 month of free rent per year of term. In regard to
tenant improvements, there is a wide range in what is provided on a space by
space basis. This can depend highly on the condition of the space at the time of
lease negotiations. In this analysis, no quantified adjustment is applied, but the
relative amount of tenant improvement allowance is considered in the analysis.

Property Adjustments

Adjustments were considered for location and physical characteristics such as
size, age, condition, exposure and parking ratio. However, a precise, quantifiable
adjustment is difficult to derive and the comparables selected are generally
similar. A qualitative analysis is presented rather than quantified adjustments.

Market Conditions

The comparables selected are recent leases or active listings. No adjustments
were warranted.

ANALYSIS OF COMPARABLE OFFICE LEASES
The Office lease analysis is used to derive an opinion of market rent and correlating leasing assumptions for
the Office (Lower Floors), Office (Floors 10-14) and Office (15th Floor) MLA categories. The following pages
present a summation table of the comparables selected for this analysis, a location map and comparable
photographs, the lease comparable adjustment process and my market rent conclusion.
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OFFICE LEASE SUMMATION TABLE

Lease

Subject

Lease 1

Nam e

Portland Building Standard Plaza

Address
City
State
Zip

1120 SW 5th
Ave.
Portland
OR
97204

1100 SW 6th
Ave.
Portland
OR
97204

Property Type
NRA
Year Built

Office
372,433
1983

Office
224,704
1963

Lease 2

Lease 3

Lease 4

Lease 5

Lease 6

Pacific First
Center
851 SW 6th ave

Crow n Plaza

One Main Place

Confidential

1500 SW First
Ave
Portland
OR
97201

101 SW Main
Street, Suite 101
Portland
OR
97204

Confidential
Portland
OR
97201

US Bank HIstoric
Block
303-331 SW 6th
Avenue
Portland
OR
97201

Office
315,133
1982

Office
273,198
1975

Office
205,024
1910

15%

18%

15%
7.50%

Confidential
multiple floors
Active Listing
Direct
Signed
Full Service
up to 8,000
3 to 5 year
$24-$27.50
3.0%
3 to 5 Mos
Neg.

Confidential
Confidential
4/1/2013
New
Signed
Full Service
21,179
10.0
$28.50
2.5%
Confidential
Confidential

Confidential
3
12/1/2013
New
Signed
Full Service
31,933
10.0
$24.25
2.5%
$50

Portland
OR
97204

PHYSICAL INFORMATION

Load Factor Multi
Load Factor Full Floor

Office
265,056
1981

Office
202,200
1971

15%
7.50%

LEASE INFORMATION
Tenant Nam e
Floor
Date
Space Type
Lease Status
Lease Type
Size (SF)
Term (Yrs)
Rent ($/SF/Yr.)
Avg. Escalation/Yr
Free Rent
TI's ($/SF)

Listing
12
Active Listing
Direct
Listing
Full Service
14,475
10.0
$23.95
3.0%
Neg.
Neg.

Confidential
12
8/1/2013
New
Signed
Full Service
15,880
5.3
$23.50
3.0%
3 Mos.
$25

© 2014 COLLIERS INTERNATIONAL VALUATION & ADVISORY SERVICES

Confidential
3
7/1/2013
New
Signed
Full Service
10,406
5.3
$22.75
3.0%
3 Mos.
$25
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COMPARABLE
OFFICE LEASE MAP
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COMPARABLE
OFFICE RENT PHOTOGRAPHS

COMPARABLE 1

COMPARABLE 2

COMPARABLE 3

COMPARABLE 4

Confidential

COMPARABLE 5
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OFFICE LEASE ADJUSTMENT GRID

Comparable

Subject

Lease 1

Lease 2

Lease 3

Lease 4

Address

1120 SW 5th
Ave.
372,433
1983

1100 SW 6th
Ave.
224,704
1963

851 SW 6th ave

1500 SW First
Ave
202,200
1971

101 SW Main
Confidential
Street, Suite 101
315,133
273,198
1982
1975

303-331 SW 6th
Avenue
205,024
1910

Date

Active Listing

8/1/2013

7/1/2013

4/1/2013

12/1/2013

Lease Status
Lease Type
Size (SF)
Term (Yrs)
Rent ($/SF/Yr.)
Avg. Escalation/Yr
Free Rent
TI's ($/SF)

Listing
Full Service
14,475
10.0
$23.95
3.0%
Neg.
Neg.

Signed
Full Service
15,880
5.3
$23.50
3.0%
3 Mos.
$25

Signed
Full Service
10,406
5.3
$22.75
3.0%
3 Mos.
$25

Active listings &
recent leasing
Signed
Full Service
up to 8,000
3 to 5 year
$24-$27.50
3.0%
3 to 5 Mos
Neg.

Signed
Full Service
21,179
10.0
$28.50
2.5%
Confidential
Confidential

Signed
Full Service
31,933
10.0
$24.25
2.5%
$50

Lease Type
Concessions¹
Market Conditions
Subtotal Eff Rent

$0.00
$0.00
0%
$23.95

$0.00
$0.00
0%
$24-$27.50

$0.00
$0.00
0%
$28.50

$0.00
$0.00
0%
$24.25

Location
Quality
Condition
View
Parking Ratio

Similar
Inferior
Inferior
Inferior
Superior

Similar
Similar
Superior
Similar
Superior

Similar
Similar
Superior
Similar
Superior

Similar
Superior
Superior
Superior
Superior

Similar
Inferior
Similar
Inferior
Superior

$23.95
ADJUSTED
$22.75
$28.50
$23.98
$24.49

$23.50
$22.75
MARKET CONCESSIONS¹
Lease Type
Triple Net
Free Rent
3 Mos.
TI's
$25/SF

$24.00

$28.50

$24.25

NRA
Year Built

265,056
1981

Lease 5

Lease 6

LEASE INFORMATION

TRANSACTIONAL ADJUSTMENTS
$0.00
$0.00
0%
$23.50

$0.00
$0.00
0%
$22.75

PROPERTY ADJUSTMENTS

TOTAL ADJUSTED RENT
STATISTICS
LOW
HIGH
MEDIAN
AVERAGE

UNADJUSTED
$22.75
$28.50
$23.95
$24.59
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Office Lease Analysis
The comparables range from $22.75/SF to $28.50/SF. The top end of the range is a building that is superior
the subject (even under the Hypothetical Condition that the building is in average condition for the downtown
Portland market). In addition, this Comparable’s space has superior views and amenities, as well as a high
level of landlord paid TI’s. This is a high indicator for the subject. Comparable 4 ($24-$27.50/SF) is also a
high indicator for the subject due to superior condition and overall appeal. The remaining comparables range
from $22.75/SF to $24.25/SF and bracket the subject in terms of tenant appeal.
The subject’s lower office floors (considered here as up to and including the 9th floor) would compete at the
lower end of the indicated range and Comparable 3 is a reasonable indicator ($22.75/SF). The higher floors
would be considered slightly superior by the market relative to the lower floors. The 15th floor would be most
appealing given its position at the top of the building and noting the wrap-around balcony (assumed in this
analysis to be a functional amenity to the space).
OFFICE SPACE MARKET RENT CONCLUSIONS
The following table summarizes the analysis of the comparables leases and the Office market rent conclusion.
Higher levels are given a slight premium over lower levels. The top two floors would command a slight
premium as the top levels and noting two small balcony areas on the 14th floor and the wrap-around balcony
on the 15th floor.
OFFICE LEASE RATE CONCLUSION
LEASE

ADJUSTMENT

TOTAL

WEIGHT

FINAL

ADJ %

GIVEN

0%

$23.95

0%

SECONDARY

$0.00

0%

$23.50

0%

PRIMARY

$0.00

0%

$22.75

0%

PRIMARY

$24-$27.50

$0.00

0%

$24.00

0%

SECONDARY

5

$28.50

$0.00

0%

$28.50

0%

MINIMAL

6

$24.25

$0.00

0%

$24.25

0%

SECONDARY

LOW

$22.75

AVERAGE

$24.49

HIGH

$28.50

MEDIAN

$23.98

LEASE

RATE

TRANSACTIONAL¹ PROPERTY²

1

$23.95

$0.00

2

$23.50

3

$22.75

4

CONCLUSION
Office (Lower Floors)

$22.75

Office (Floors 10-13)

$23.00

Office (14th Floor)

$23.50

Office (15th Floor)

$24.00

¹Cumulative ²Additive (Includes Tenant Adjustments)
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GROUND FLOOR
RETAIL AND BASEMENT SPACE RENT ANALYSIS
As previously mentioned, the subject also has ground floor retail space and potential storage space rentable in
the basement. The lower level retail spaces are primarily oriented to service the building. These spaces have
secondary appeal as most of the space is set back from the street and the subject is located in a secondary
retail area for downtown. Rents for downtown retail are generally highest surrounding Pioneer Square where
rents can be in excess of $60/SF NNN. Rents decrease as you get further from Pioneer Square, but are still
generally over $20/SF NNN within 3 blocks of Pioneer Square or in certain pockets such as along SW
Broadway. In many areas of downtown where there is not high demand for retail space, the lower levels of
office buildings are often used as professional office space rather than retail. Therefore, in buildings with
secondary retail appeal such as the subject, a rent similar to or even below the market rent for office space is
achievable. In this analysis, a market rent of $15/SF NNN is concluded for the lower level retail space.
The small basement area is assigned a rate of $8.00/SF (gross/no reimbursements). This space accounts for a
very nominal portion of the achievable market revenue associated with the property.
POTENTIAL GROSS RENT
My analysis and conclusions of the subject’s potential gross rent are detailed as follows. Please not the ground
floor retail/office MLA is also associated with expense reimbursements which are noted below; as a result, the
blended market rent per square foot is somewhat misleading as it combines full service and triple net rates.
MLA

MARKET CONCLUDED

SF IN MLA

$/SFTOTAL RENT $/YR

Office (Lower Floors)

$22.75

Market

195,849

$22.75

$4,455,573

Office (Floors 10-13)

$23.00

Market

93,804

$23.00

$2,157,503

Office (14th Floor)

$23.50

Market

23,451

$23.50

$551,101

Office (15th Floor)

$24.00

Market

17,733

$24.00

$425,580

Ground Floor Retail/Office

$15.00

Market

37,304

$15.00

$559,564

$8.00

Market

4,292

$8.00

$34,334

Basement
INCOME ITEMS
Market Rent
TOTAL RENTAL INCOME

$/SF

TOTAL

93.8%

98.7%

$21.97

$8,183,656

93.8%

98.7%

$21.97

$8,183,656

INCOME & EXPENSE ANALYSIS
In this section, I estimate additional revenue sources, vacancy and credit loss, and applicable operating
expenses.
Additional Revenue
The subject has 69 parking spaces. Based on an estimated net market rent of $200/Space/Month, this equates
to $165,600/year in annual parking income which is included as revenue to the building in the direct
capitalization analysis ahead.
Expense Reimbursements
The concluded market rental rates and leasing assumptions for the office portions of the building were based
on a full service expense structure where the tenants would pay a gross rate to the owner with no additional
expense reimbursements. The ground floor market leasing assumption rental rate was concluded on a triple
net basis which is typical of the market. Based on the expenses concluded ahead, the pro rata share of total
operating expenses associated with the ground floor NRA is concluded as expense reimbursement income. It
is noted that reserves are not treated as reimbursable.
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VACANCY AND CREDIT
LOSS
Generally vacancy was discussed in depth in the market analysis section of this report. Regarding credit loss,
investors generally apply credit loss in a range from none to 2% depending on the quality of tenant mix and
current economic conditions. I have applied a general vacancy and credit loss allocation of 5.0% overall in the
analysis ahead.
ANALYSIS OF OPERATING EXPENSES
The following table summarizes the historical operations (O&M expenses only) of the subject property. Please
note that historic income is not applicable given that the property is primarily owner occupied. In addition, these
O&M expenses do not include the MM capital reserve fund which Multnomah County is required to pay into
under their perpetual lease agreement. The MM capital reserve costs that are paid by the county under the inplace lease are atypical of the market and will be considered only within the leasehold analysis later in the
report.

SUBJECT OPERATING HISTORICALS - TOTAL BUILDING
YEAR

FY 2009-10

FY 2010-11

FY 2011-12

FY 2012-13

EXPENSE ITEMS
Real Estate Taxes

($14,923)

($0.04)

($15,256)

($0.04)

($15,367)

($0.04)

($18,265)

($0.05)

Property Insurance

($43,873)

($0.12)

($50,564)

($0.14)

($45,965)

($0.12)

($59,403)

($0.16)

Common Area Maintenance

($85,691)

($0.23)

($75,266)

($0.20)

($35,458)

($0.10)

($29,186)

($0.08)

Repairs and Maintenance

($949,824)

($2.55)

($750,618)

($2.02)

($901,496)

($2.42)

($704,837)

($1.89)

Cleaning and Janitorial

($505,311)

($1.36)

($496,968)

($1.33)

($488,454)

($1.31)

($571,302)

($1.53)

Security

($360,199)

($0.97)

($349,255)

($0.94)

($427,789)

($1.15)

($428,664)

($1.15)

Utilities

($740,882)

($1.99)

($780,883)

($2.10)

($629,499)

($1.69)

($677,097)

($1.82)

($3,334)

($0.01)

$0

-

$0

-

$0

-

($61)

($0.00)

($40)

($0.00)

($3,833)

($0.01)

($6,179)

($0.02)

($97,692)

($0.26)

($125,900)

($0.34)

($217,883)

($0.59)

($78,226)

($0.21)

$0

-

$0

-

$0

-

$0

-

($2,801,790)

($7.52)

($2,644,750)

($7.10)

($2,765,744)

($7.43)

($2,573,159)

($6.91)

Management Fees
Administrative Fees
Professional Fees
Reserves
TOTAL EXPENSES
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The following chart
summarizes comparable expenses used in this analysis. This analysis reflects five office
buildings within the downtown Portland area as well as the BOMA published report for Portland CBD office
buildings of 100,000 SF or more (including both private and government buildings).

EXPENSE COMPARABLES
COMPARABLE
City

COMP 1

COMP 2

COMP 3

COMP 4

COMP 5

COMP 6

Portland

Portland

Portland

Portland

Portland CBD

Portland

State

OR

OR

OR

OR

OR

OR

2013

2011

2011

2011

2012

2010

Actual/Budget

Budget

Pro Forma

Actual

Actual

BOMA

Pro Forma

Net Rentable Area

221,037

106,658

286,082

365,373

100k+

315,133

1982 (2006)

2000

1975 (1997)

1982 (2001)

BOMA

1980 (2008)

$27.19

$29.65

$25.77

$28.96

$23.38

$25.56

Expense Year

Year Built (Ren.)
EFFECTIVE GROSS INCOME
EXPENSE ITEMS

LOW

HIGH
-

AVG
-

-

-

-

-

2010

2013

2011

-

-

-

106,658 365,373 258,857
2000

2000

2000

$23.38

$29.65

$26.75

$/SF

$/SF

$/SF

$/SF

$/SF

$/SF

LOW

HIGH

AVG

Real Estate Taxes

$1.97

$0.28

$3.35

$2.80

$2.47

$1.92

$0.28

$3.35

$2.13

Property Insurance

$0.25

$0.22

$0.24

$0.32

$0.35

$0.28

$0.22

$0.35

$0.28

Common Area Maintenance

$0.37

N/A

N/A

N/A

$0.50

$0.53

$0.37

$0.53

$0.47

Repairs and Maintenance

$1.10

$1.67

$3.15

$2.54

$2.00

$1.39

$1.10

$3.15

$1.98

Cleaning and Janitorial

$1.13

$1.58

$1.31

$1.17

$2.21

$1.60

$1.13

$2.21

$1.50

Security

$0.64

$0.95

N/A

N/A

$0.60

$0.54

$0.54

$0.95

$0.68

Utilities

$1.71

$2.23

$1.82

$1.40

$1.91

$2.32

$1.40

$2.32

$1.90

Management Fees

$0.99

$0.70

$0.76

$0.80

$0.83

$0.62

$0.62

$0.99

$0.78

%EGI

3.6%

2.4%

2.9%

2.8%

3.6%

2.4%

2.4%

3.6%

2.9%

Administrative Fees

$0.06

$0.14

$1.79

$1.44

$1.45

$0.69

$0.06

$1.79

$0.93

Professional Fees

N/A

N/A

N/A

N/A

$0.19

N/A

$0.19

$0.19

$0.19

Reserves

N/A

N/A

N/A

N/A

N/A

N/A

$0.00

$0.00

-

$8.22

$7.77

$12.42

$10.47

$12.51

$9.89

$7.77

$12.51

$10.21

TOTAL EXPENSES ($/SF)

CONCLUSION OF OPERATING EXPENSES
In the following section I discuss the individual expense conclusions for the subject property.

EXPENSE ANALYSIS & CONCLUSIONS
REAL ESTATE TAXES
SUBJECT
TOTAL
$/SF
$14,923 $0.04
$15,256 $0.04
$15,367 $0.04
$18,265 $0.05

YEAR
FY 2009-10
FY 2010-11
FY 2011-12
FY 2012-13

CONCLUSION

$831,400

$2.23

%EGI
0.0%
0.0%
0.0%
0.0%

EXPENSE COMPS
COMP $/SF %EGI
1
$1.97 7.2%
2
$0.28 0.9%
3
$3.35 13.0%
4
$2.80 9.7%
5
$2.47 10.6%
6
$1.92 7.5%

10.7%

PROPERTY INSURANCE
YEAR
FY 2009-10
FY 2010-11
FY 2011-12
FY 2012-13

CONCLUSION

SUBJECT
TOTAL
$/SF
$43,873 $0.12
$50,564 $0.14
$45,965 $0.12
$59,403 $0.16

%EGI
0.0%
0.0%
0.0%
0.0%

$81,935

1.0%

$0.22

ANALYSIS
Taxes are applied according to market standards w ithout regard to
the tax exemption. Please reference the Tax & Assessment
section presented previously in the report.

EXPENSE COMPS
COMP $/SF %EGI
1
$0.25 0.9%
2
$0.22 0.7%
3
$0.24 0.9%
4
$0.32 1.1%
5
$0.35 1.5%
6
$0.28 1.1%
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ANALYSIS
The subject property's historic insurance expenses are low er than
those observed in the market. The low end of the expense
comparables is utilized in this analysis at $0.22/SF.
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YEAR
FY 2009-10
FY 2010-11
FY 2011-12
FY 2012-13

CONCLUSION

SUBJECT
TOTAL
$/SF
$85,691 $0.23
$75,266 $0.20
$35,458 $0.10
$29,186 $0.08

%EGI
0.0%
0.0%
0.0%
0.0%

$93,108

1.2%

$0.25

EXPENSE COMPS
COMP $/SF %EGI
1
$0.37 1.4%
2
NA
0.0%
3
NA
0.0%
4
NA
0.0%
5
$0.50 2.1%
6
$0.53 2.1%

REPAIRS AND MAINTENANCE
YEAR
FY 2009-10
FY 2010-11
FY 2011-12
FY 2012-13

CONCLUSION

SUBJECT
TOTAL
$/SF
$949,824 $2.55
$750,618 $2.02
$901,496 $2.42
$704,837 $1.89

%EGI
0.0%
0.0%
0.0%
0.0%

$837,975

10.6%

$2.25

EXPENSE COMPS
COMP $/SF %EGI
1
$1.10 4.0%
2
$1.67 5.6%
3
$3.15 12.2%
4
$2.54 8.8%
5
$2.00 8.6%
6
$1.39 5.4%

CLEANING AND JANITORIAL
YEAR
FY 2009-10
FY 2010-11
FY 2011-12
FY 2012-13

CONCLUSION

SUBJECT
TOTAL
$/SF
$505,311 $1.36
$496,968 $1.33
$488,454 $1.31
$571,302 $1.53

%EGI
0.0%
0.0%
0.0%
0.0%

$558,650

7.0%

$1.50

EXPENSE COMPS
COMP $/SF %EGI
1
$1.13 4.2%
2
$1.58 5.3%
3
$1.31 5.1%
4
$1.17 4.0%
5
$2.21 9.5%
6
$1.60 6.3%

SECURITY
YEAR
FY 2009-10
FY 2010-11
FY 2011-12
FY 2012-13

CONCLUSION

SUBJECT
TOTAL
$/SF
$360,199 $0.97
$349,255 $0.94
$427,789 $1.15
$428,664 $1.15

%EGI
0.0%
0.0%
0.0%
0.0%

$279,325

3.5%

$0.75

EXPENSE COMPS
COMP $/SF %EGI
1
$0.64 2.4%
2
$0.95 3.2%
3
NA
0.0%
4
NA
0.0%
5
$0.60 2.6%
6
$0.54 2.1%

UTILITIES
YEAR
FY 2009-10
FY 2010-11
FY 2011-12
FY 2012-13

CONCLUSION

SUBJECT
TOTAL
$/SF
$740,882 $1.99
$780,883 $2.10
$629,499 $1.69
$677,097 $1.82

%EGI
0.0%
0.0%
0.0%
0.0%

$707,624

8.9%

$1.90

EXPENSE COMPS
COMP $/SF %EGI
1
$1.71 6.3%
2
$2.23 7.5%
3
$1.82 7.1%
4
$1.40 4.8%
5
$1.91 8.2%
6
$2.32 9.1%

MANAGEMENT FEES
YEAR
FY 2009-10

SUBJECT
TOTAL $/SF
$3,334 $0.01

%EGI
0.0%

EXPENSE COMPS
COMP $/SF %EGI
1
$0.99 3.6%

FY 2010-11

$0

2

$0.70

2.4%

FY 2011-12

$0

3

$0.76

2.9%

FY 2012-13

$0

4

$0.80

2.8%

5

$0.83

3.6%

6

$0.62

2.4%

CONCLUSION

$248,713

$0.67

ANALYSIS
This conclusion is based on the historic operating expenses for the
property, noting that the comparable information does not include
CAM as a line item for each property considered. This expense
covers various costs associated w ith building common areas.

ANALYSIS
This expense covers the cost of all other routine maintenance and
repairs including routine maintenance and repairs to the roof, pest
control and equipment maintenance. The conclusion is based on
both the historical expenses and the expense comparable
information. I note that items that may otherw ise be included in CAM
are likely included in this line item for some of the comparables.

ANALYSIS
This expense includes all items related to the cleaning of offices,
public areas, atriums, elevators, restrooms, and w indow s. It also
includes trash removal, rental of dumpsters and compactors and
any other equipment rental, services or labor related to removal of
trash at the subject. The conclusion is based on the historical
expenses and the expense comparable information (comparables
average $1.50/SF, w hich is consistent w ith the past year's
operations at the subject).

ANALYSIS
This expense consists of security related costs at the subject,
w hich include payroll and employee benefits of center-employed
security personnel, contracted security services, equipment,
uniforms and attributable supplies. For the subject's historical
operations, this expense includes building-w ide video security
systems. The subject show s higher than typical costs for security,
likely due to the public service tenants that use the building. A
somew hat low er rate supported by the comparables is applied in
this analysis.
ANALYSIS
This expense consists of the cost of all electricity, gas, w ater,
sew er, and garbage utility services. The conclusion is based on
the historical expenses w ith support from the expense comparable
information.

ANALYSIS
Management fees for multi-tenant office buildings downtown
typically range from 2.5% to 4.0% of effective gross income. A
rate of 3.0% of EGI is applied in this analysis.

3.0%
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ADMINISTRATIVE FEES
EXECUTIVE
SUMMARY
YEAR
FY 2009-10
FY 2010-11
FY 2011-12
FY 2012-13

CONCLUSION

SUBJECT
TOTAL
$/SF
$61 $0.00
$40 $0.00
$3,833 $0.01
$6,179 $0.02

%EGI
0.0%
0.0%
0.0%
0.0%

$37,243

0.5%

$0.10

EXPENSE COMPS
COMP $/SF %EGI
1
$0.06 0.2%
2
$0.14 0.5%
3
$1.79 6.9%
4
$1.44 5.0%
5
$1.45 6.2%
6
$0.69 2.7%

PROFESSIONAL FEES
YEAR
FY 2009-10
FY 2010-11
FY 2011-12
FY 2012-13

CONCLUSION

SUBJECT
TOTAL
$/SF
$97,692 $0.26
$125,900 $0.34
$217,883 $0.59
$78,226 $0.21

$93,108

$0.25

%EGI
0.0%
0.0%
0.0%
0.0%

EXPENSE COMPS
COMP $/SF %EGI
1
NA
0.0%
2
NA
0.0%
3
NA
0.0%
4
NA
0.0%
5
$0.19 0.8%
6
NA
0.0%

YEAR
FY 2009-10
FY 2010-11
FY 2011-12
FY 2012-13

CONCLUSION

$93,108

$0.25

ANALYSIS
This line-item accounts for the subject's professional services
costs. Please note, this is not a line-item that is broken out for most
of the comparables. The conclusion is based on the historical
information for the subject, w ith consideration given to the fact that
similar expenses are included in other line-item expenses for the
comparables.

1.2%

RESERVES
SUBJECT
TOTAL
$/SF
$0
$0
$0
$0

ANALYSIS
Expenses that get categorizes as "administrative" often vary from
property to property or manager to manager. This expense
allocation covers minor admin costs from the landlord's
perspective.

%EGI

EXPENSE COMPS
COMP $/SF %EGI
1
NA
2
NA
3
NA
4
NA
5
NA
6
NA
-

ANALYSIS
Reserves for replacements are not typical cash expenditures, but
rather the annualized cost of major expense in the future. The
expense conclusion considers the subject's age and condition.
Office buildings of similar size, age and condition typically w ould
allocate $0.15/SF to $0.30/SF for capital reserves. A rate of
$0.25/SF/Year is applied in this analysis.

1.2%

TOTAL EXPENSES

LOW

HIGH

CONCLUSION

SUBJECT HISTORICAL $/SF

$6.91

$10.37

EXPENSE COMPARABLES $/SF

$7.77

$12.51

EXPENSE COMPARABLES%EGI

26.2%

53.5%

The overall expense conclusion is generally consistent with the
average expenses observed among the expense comparables in
the market. I note that among the comparables, Comp 1, Comp
4 and Comp 6 are the most similar buildings to the subject
property.

TOTAL EXPENSES $/SF
TOTAL EXPENSES

$10.37
$3,862,191

The total expenses under the Hypothetical Condition (assuming the subject was operated as a leased
investment similar to other downtown office buildings) equate to $10.37/SF per year.
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EXECUTIVE
DEVELOPMENTSUMMARY
OF CAPITALIZATION RATE
In this section, independent capitalization rates are concluded for the Hypothetical Value for the overall
Portland Building as well as for the As-Is Value of the leasehold for the 14th and 15th floors. In developing my
opinion of the capitalization rate, also known as overall rate (OAR), the following techniques were used:



Comparable Sales
Investor Surveys

Comparable Sales
The following table presents a summary of the comparable sales used ahead in the Sales Comparison
Approach, and the capitalization rates from each of those sales.
CAPITALIZATION RATE COMPARABLES (OAR)
COMPARABLE
1

Executive Building, 811 SW 6th Avenue, Portland, OR

2

Commonw ealth Building, 421 SW Sixth Avenue, Portland, OR

DATE OF SALE

YR BUILT

NRA (SF)

SALE PRICE

$/SF

RATE

Pending

1955

104,630

$21,000,000

$201

8.97%

October 28, 2013

1947

219,577

$41,000,000

$187

6.96%

262,975

3

Lincoln Building, 421 SW Oak St., Portland, OR

December 13, 2014

1947

$37,100,000

$141

8.92%

4

Parkside Center (CH2M), 2020 SW 4th Ave., Portland, OR

September 13, 2012

1982

221,000

$38,700,000

$175

8.80%

5

Market Center, 1600 SW Fourth Ave, Portland, OR

July 21, 2010

1968

121,800

$24,000,000

$197

7.60%

February 5, 2010

1982

315,133

$57,000,000

$181

8.57%

6

One Main Place, 101 SW Main Street, Portland, OR

LOW

February 5, 2010

6.96%

HIGH

December 13, 2014

8.97%

June 4, 2012

8.30%

September 13, 2012

8.69%

AVERAGE
MEDIAN

CONCLUDED CAPITALIZATION RATE (OAR) - HYPOTHETICAL SCENARIO 1

7.50%

The capitalization rates above indicate a range of 6.96% for the October 2013 sale of the Commonwealth
Building to 8.97% for the pending sale of the Executive Building. Under a hypothetical analysis that considers
the building as if it were leased and stabilized at typical market levels, a rate toward the mid-range would be
supported. This scenario assumes market rents at typical market terms and “average” roll over risk, as well as
average building condition.
Investor Surveys
The following table provides capitalization rate statistics as surveyed by PriceWaterhouse Coopers (PWC) and
RealtyRates.com that I considered to be relevant to the subject property.

CAPITALIZATION RATE SURVEYS (OAR)
SOURCE

QUARTER

RANGE

AVG LAST Q

PriceWaterhouse Coopers

LAST YR

4Q 13

3Q 13

4Q 12

National CBD Office

4Q 13

4.00% to

9.00%

6.45%

6.59%

6.70%

Pacific Northw est Office

4Q 13

4.20% to

9.00%

6.61%

6.65%

6.96%

4.10% to

9.00%

6.53%

6.62%

6.83%

AVERAGE
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EXECUTIVE SUMMARY

Capitalization Rate Conclusion
Taking all factors into consideration, the following table summarizes the various capitalization rate indicators
and provides the final capitalization rate conclusion used in the Direct Capitalization analysis ahead.

CAPITALIZATION RATE CONCLUSION (OAR)
SOURCE

QUARTER

Comparable Sales
Investor Surveys

4Q 13

AVERAGE

RANGE

AVG

6.96% to

8.97%

8.30%

4.10% to

9.00%

6.53%

5.53%

8.99%

7.42%

CONCLUDED CAPITALIZATION RATE (OAR) - HYPOTHETICAL SCENARIO 1
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DIRECT CAPITALIZATION
CONCLUSION – HYPOTHETICAL VALUE (WHOLE BUILDING)
The table below summarizes the direct capitalization method and the Income Approach Value conclusion for
Scenario 1. Again, this scenario is as if the entire building was stabilized and leased to third-party tenants at
typical market levels and with “average” risk.

DIRECT CAPITALIZATION SUMMATION TABLE - HYPOTHETICAL VALUE
MLA

MARKET CONCLUDED

SF IN MLA

$/SF TOTAL RENT $/YR

Office (Low er Floors)

$22.75

Market

195,849

$22.75

$4,455,573

Office (Floors 10-13)

$23.00

Market

93,804

$23.00

$2,157,503

Office (14th Floor)

$23.50

Market

23,451

$23.50

$551,101

Office (15th Floor)

$24.00

Market

17,733

$24.00

$425,580

Ground Floor Retail/Office

$15.00

Market

37,304

$15.00

$559,564

$8.00

Market

4,292

$8.00

$34,334

Basement
INCOME ITEMS

%PGI

%EGI

$/SF

TOTAL

Market Rent

93.8%

98.7%

$21.97

$8,183,656

93.8%

98.7%

$21.97

$8,183,656

4.3%

4.6%

$1.02

$378,921

4.3%

4.6%

$1.02

$378,921

1.9%

2.0%

$0.44

$165,600

1.9%

2.0%

$0.44

$165,600

100.0%

105.3%

$23.44

$8,728,177

Rental Vacancy & Credit Loss

(5.0%)

($1.10)

($409,183)

Other Vacancy & Credit Loss

(5.0%)

($0.07)

($27,226)

(5.0%)

($1.17)

($436,409)

95.0%

100.0%

$22.26

$8,291,768

Real Estate Taxes

(9.7%)

(10.2%)

($2.27)

($845,300)

Property Insurance

(0.9%)

(1.0%)

($0.22)

($81,935)

Common Area Maintenance

(1.1%)

(1.1%)

($0.25)

($93,108)

Repairs and Maintenance

(9.6%)

(10.1%)

($2.25)

($837,975)

Cleaning and Janitorial

(6.4%)

(6.7%)

($1.50)

($558,650)

Security

(3.2%)

(3.4%)

($0.75)

($279,325)

Utilities

(8.1%)

(8.5%)

($1.90)

($707,624)

Management Fees

(2.9%)

(3.0%)

($0.67)

($248,753)

Administrative Fees

(0.4%)

(0.4%)

($0.10)

($37,243)

Professional Fees

(1.1%)

(1.1%)

($0.25)

($93,108)

Reserves

(1.1%)

(1.1%)

($0.25)

($93,108)

(44.4%)

(46.7%)

($10.41)

($3,876,131)

50.6%

53.3%

$11.86

$4,415,637

TOTAL RENTAL INCOME
REIMBURSEMENTS
Reimbursable Expenses - Ground Level NNN Tenants Only
TOTAL REIMBURSEMENTS
MISCELLANEOUS REVENUE
Parking
TOTAL MISCELLANEOUS
POTENTIAL GROSS INCOME (PGI)
VACANCY & CREDIT LOSS

TOTAL VACANCY & CREDIT LOSS
EFFECTIVE GROSS INCOME (EGI)
EXPENSE ITEMS

TOTAL EXPENSES

NET OPERATING INCOME (NOI)
Capitalization Rate

7.50%

Capitalized Value

INDICATED HYPOTHETICAL VALUE (Scenario 1)

$58,875,159

$158.10/SF

$58,880,000

The indicated value reflects the Hypothetical Market Value indication via the Income Approach for Scenario 1.
This does not reflect an as is value. Additional scenarios will be developed ahead in the report.
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SALES APPROACH
Overview
The Sales Comparison Approach analyzes comparable sales by applying transactional and property
adjustments to bracket the subject property within an appropriate unit value comparison. The most relevant
unit of comparison is the price per square foot of net rentable area (NRA), as it best reflects the analysis used
by buyers and sellers in this market for improved properties with similar design and utility. I completed a
thorough search for similar improved sales in terms of property type, location, physical characteristics, and
date of sale. Overall, the sales selected represent the best comparables available for this analysis.
As with the Income Approach presented above, in this Sales Comparison Approach section, I will conclude the
Hypothetical Value of the entire building under Scenario 1. The following Hypothetical Condition applies with
regard to all the Hypothetical Market Value scenarios developed within this report:


The property is valued as if the City of Portland has full ownership rights to the property. In other
words, it is valued as if there is no perpetual leasehold affecting the top two floors (currently leased
into perpetuity by Multnomah County) and no consideration is given to the small retail leases on the
ground floor.

In addition, Scenario 1 is based on the following Hypothetical Conditions



For this scenario, the subject property is considered as if it was currently operating on a stabilized
basis with market rents applied to all spaces and at expense levels consistent with market levels.
In addition, it is assumed that the property is in average condition with no deferred maintenance
present. With regard to the 14th and 15th floors, these floors are considered as if they are in
effectively the same condition as the other floors that are currently occupied by the City of Portland.
It should be noted that the tenant build-out within these spaces is dated and inferior to other floors
within the building.

Adjustment Process
The following adjustments or general market trends were considered for the basis of valuation.
Transactional Adjustments
Dollar adjustments to the comparable sales were considered and made when warranted for transitional
adjustments including property rights transferred, financing terms, conditions of sale, expenditures after
purchase and market conditions.
Based on my research and interpretation of value trends, I have elected to apply a quantitative market
conditions adjustment for sales occurring prior to 2012. Reflecting the relatively consistent appreciation that
has occurred over the past 36 months, the analysis applies an upward market conditions to the two
comparables which occurred in 2010. An adjustment of 5% is applied to each. The remaining comparables
reflect transactions from late 2012 or 2013, including two pending transactions, and no other transaction
adjustments were warranted.
Property Adjustments
Qualitative evaluations were also made regarding location and physical characteristics such as quality and
size, age, site and parking ratios, access, exposure, quality and condition, as well as other applicable elements
of comparison. Applying quantitative adjustments would require subjective estimates. No quantitative
adjustments have been applied for property characteristics.
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EXECUTIVE
SUMMARY
Presentation
The following Sales Summation Table, Location Map and photographs summarize the improved sales data.
Following these items, the comparable sales are adjusted for applicable elements of comparison and the
opinion of value by the Sales Comparison Approach is concluded.

IMPROVED SALES SUMMATION TABLE
Comparable

Subject

Comparable 2

Comparable 3

Comparable 4

Comparable 5

Comparable 6

Nam e

Portland Building Executive
Building
1120 SW 5th
811 SW 6th
Ave.
Avenue
Portland
Portland
OR
OR
97204
97204
Multnomah
Multnomah

Commonw ealth
Building
421 SW Sixth
Avenue
Portland
OR
97204
Multnomah

Lincoln Building

Market Center

One Main Place

421 SW Oak St.

Parkside Center
(CH2M)
2020 SW 4th Ave.

Portland
OR
97209
Multnomah

Portland
OR
97201
Multnomah

1600 SW Fourth
Ave
Portland
OR
97201
Multnomah

101 SW Main
Street
Portland
OR
97204
Multnomah

Office
399,043
372,433

Office
104,630
104,630

Office
219,577
219,577

Office
262,975
262,975

Office
221,000
221,000

Office
121,800
121,800

Office
315,133
315,133

1983
Good
Average
Average
Multi-Tenant
15

1955
Good
Average
Average/Good
Multi-Tenant
11

1947
Good
Average/Good
Average/Good
Multi-Tenant
14

1947
Average
Average
Average
Multi-Tenant
8

1982
Average/Good
Average
Average
Multi-Tenant
10

1968
Good
Average/Good
Average/Good
Multi-Tenant
9

1982
Good
Good
Average/Good
Multi-Tenant
20

Pending
Offer/Pending
3 Month(s)
Leased Fee
$21,000,000
$21,000,000
$201
$16.30
91.0%
8.97%
Confidential
Confidential

10/28/2013
Recorded
1 Month(s)
Leased Fee
$41,000,000
$41,000,000
$187
$13.00
93.1%
6.96%
JLL
Paige Morgan

9/13/2012
Recorded
6 Month(s)
Leased Fee
$38,700,000
$38,700,000
$175
$15.41
94.0%
8.80%
Ow ner
Randy Lovre

7/21/2010
Recorded
Leased Fee
$24,000,000
$24,000,000
$197
$14.98
100.0%
7.60%
Confidential
Confidential

2/5/2010
Recorded
3 Month(s)
Leased Fee
$57,000,000
$57,000,000
$181
$16.31
96.0%
8.57%
CIVAS files
CIVAS files

Address
City
State
Zip
County

Comparable 1

PHYSICAL INFORMATION
Property Type
GBA (SF)
NRA (SF)
Year Built
Location
Quality
Condition
Tenancy Type
Stories

SALE INFORMATION
Date
Status
Marketing Period
Rights Transferred
Transaction Price
Analysis Price
$/SF NRA
NOI/SF NRA
Occupancy
100.0%
Capitalization Rate
Confirm ation Source
Confirm ation Nam e

12/13/2014
Offer/Pending
1 Month(s)
Leased Fee
$37,100,000
$37,100,000
$141
$12.58
97.7%
8.92%
Confidential
Confidential
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SALES LOCATION
MAP
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COMPARABLE
SALES PHOTOGRAPHS

COMPARABLE 1

COMPARABLE 2

COMPARABLE 3

COMPARABLE 4

COMPARABLE 5

COMPARABLE 6
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IMPROVED SALES ADJUSTMENT GRID

Comparable

Subject

Comparable 1

Comparable 2

Comparable 3

Comparable 4

Comparable 5

Comparable 6

Address

1120 SW 5th
Ave.
Portland, OR
399,043
372,433
40,000
0.1
1983
Good
Good
Good
Average
Average
Multi-Tenant
0.2

811 SW 6th
Avenue
Portland, OR
104,630
104,630
10,000
0.1
1955
Good
Good
Good
Average
Average/Good
Multi-Tenant
-

421 SW Sixth
Avenue
Portland, OR
219,577
219,577
20,000
0.1
1947
Good
Good
Good
Average/Good
Average/Good
Multi-Tenant
-

421 SW Oak St.

2020 SW 4th
Ave.
Portland, OR
221,000
221,000
46,609
0.2
1982
Average/Good
Average
Average
Average
Average
Multi-Tenant
1.0

1600 SW Fourth
Ave
Portland, OR
121,800
121,800
41,818
0.3
1968
Good
Average/Good
Good
Average/Good
Average/Good
Multi-Tenant
1.4

101 SW Main
Street
Portland, OR
315,133
315,133
40,000
0.1
1982
Good
Average/Good
Good
Good
Average/Good
Multi-Tenant
0.8

Date
Status
Rights Transferred
Analysis Price
$/SF NRA
NOI/SF NRA
Occupancy

Pending
Offer/Pending
Leased Fee
$21,000,000
$200.71
$16.30
91.0%

10/28/2013
Recorded
Leased Fee
$41,000,000
$186.72
$13.00
93.1%

9/13/2012
Recorded
Leased Fee
$38,700,000
$175.11
$15.41
94.0%

7/21/2010
Recorded
Leased Fee
$24,000,000
$197.04
$14.98
100.0%

2/5/2010
Recorded
Leased Fee
$57,000,000
$180.88
$16.31
96.0%

Property Rights
Conditions of Sale
Financing
Market Conditions¹
Subtotal Transactional Adj Price

0%
0%
0%
0%
$200.71

0%
0%
0%
0%
$175.11

0%
0%
0%
5%
$206.90

0%
0%
0%
5%
$189.92

Location
Size
Access/Exposure
Quality
Condition

Similar
Smaller
Simimlar
Similar
Similar

Similar
Similar
Similar
Similar
Superior

Inferior
Similar
Sl. Inferior
Similar
Similar

Similar
Similar
Sl. Inferior
Similar
Similar

Similar
Smaller
Similar
Superior
Similar

Similar
Similar
Similar
Similar
Superior

$200.71
ADJUSTED
$141.08
$206.90
$188.32
$183.41

$186.72

$141.08

$175.11

$206.90

$189.92

City, State
GBA
NRA
Land Area (SF)
L:B Ratio
Year Built
Location
Access
Exposure
Quality
Condition
Tenancy Type
Parking Ratio

Portland, OR
262,975
262,975
40,000
0.2
1947
Average
Average/Good
Average
Average
Average
Multi-Tenant
0.2

SALE INFORMATION
12/13/2014
Offer/Pending
Leased Fee
$37,100,000
$141.08
$12.58
97.7%

TRANSACTIONAL ADJUSTMENTS
0%
0%
0%
0%
$186.72

0%
0%
0%
0%
$141.08

PROPERTY ADJUSTMENTS

TOTAL ADJUSTED PRICE
STATISTICS
LOW
HIGH
MEDIAN
AVERAGE

UNADJUSTED
$141.08
$200.71
$183.80
$180.26
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SALES COMPARABLE
ANALYSIS
The comparables sales reflect leased fee transactions of multi-tenant office buildings Portland. They range
from $141/SF to $207/SF (including adjustments for market conditions).
Comparable 1 ($200.71/SF) is a pending sale of an 11-story office building located adjacent to Pioneer Square.
The property was built in 1955 and was renovated in 1995. This comparable has significant roll associated with
a DEQ lease upcoming in 2016 which added risk. The property has in-place NOI of $16.30/SF which compares
favorably to the subject’s NOI that was developed for the Hypothetical Value of the entire building in the
Income Approach above (approximately $12/SF). It is considered a reasonable to slightly high indicator, though
it is noted that the sale has not closed.
Comparable 2 ($186.72/SF) is the October 2013 sale of the Commonwealth Building. Like the subject, it is
architecturally significant in that it was one of the first “glass box” buildings when it was first constructed in the
1940s. The building has recently been renovated and re-tenanted. It has a similar location and access
characteristics relative to the subject. The property has slightly higher in-place NOI to the subject’s proforma
and has good upside moving forward. It is considered a high indicator for the subject overall.
Comparable 3 ($141.08/SF) is a pending sale of the full-block Lincoln Building. The property is under contract
as of January 2014. It is the most similar building to the subject in that it occupies a full block and is primarily
occupied by Multnomah County offices. The property is 97.7% occupied with only two small suites available on
the ground floor. It is located further north of the downtown core, across from the US Bancorp Tower, a location
considered to be somewhat inferior relative to the subject property. It is considered a reasonable to slightly low
indicator.
Comparable 4 ($175.11/SF) is the Parkside/CH2M Hill building located near the southern end of the Portland
CBD. The property had good occupancy at the time of the sale including nearly two thirds of the building to
CH2M under a lease that expires in 2016. In addition to the potential rollover risk associated with this lease,
the buyer believed that DEQ had intentions to vacate the property. The near-term risk reportedly influenced the
sale price and contributed to a relatively high cap rate (on in-place income) of 8.80%. The property has a 225space underground parking garage which adds to value on a per square foot of NRA basis. It is considered a
reasonable indicator overall for the subject property.
Comparable 5 ($206.89/SF, adj) is a slightly older, 9-story comparable that sold to Portland State University.
PSU had occupied two-thirds of the building and the property was not exposed to the open market. The
purchase was based on potential cost savings to the buyer. This is considered as a secondary indicator for the
subject’s value.
Comparable 6 ($189.92/SF, adj) is an average quality, 20-story office building of similar vintage to the subject
property. It has a larger parking area that consists of 262 spaces and 10,000 SF of retail space on the ground
floor. The NOI/SF for the comparable is $16.31/SF, which again compares favorably with the subject property.
It is considered a slightly high indicator on a price per square foot basis.
This analysis utilizes comparable leased fee transactions for entire buildings. These are good indicators of
value for the Hypothetical Value of the Portland Building under Scenario 1.
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In terms of fee simple
sales, there have been very few transactions for large blocks of office space in Portland
purchased for owner occupancy. One such sale was the February 2012 sale of the Peal Building, primarily for
owner occupancy by Keen Footwear. This building has ground floor retail space with office on the second
through fifth floors. The overall sale included the site improved (10,000 SF) and the parking lot located across
NW 13th Avenue used as parking (10,000 SF). The office is owner occupied by Keen with the ground floor
retail space leased out to third party tenants. The analysis price has been adjusted downward by $150/SF
applied to the parking lot excess land, reflecting an improved office transaction analysis price of $9.25M, or
$179.27/SF. This sale is difficult to compare as a reliable indicator for the subject in that it is an older building
located in the Pearl District.
Another example is the June 2010 sale of the Sherlock Building to the Church of Scientology, which is a
50,676 SF constructed in 1894. This was effectively an owner-user/fee simple sale at $126.29/SF, or adjusted
to $132.60/SF with a 5% market conditions adjustment. The building sold in 2007 fully stabilized (leased fee
asset) for $192/SF. The indicted decline in value is 34%, which is in part due to market conditions and in part
due the difference between leased fee and fee simple interests.
SALES COMPARISON APPROACH CONCLUSION
On an overall property basis as if the building were leased and stabilized at market levels, a unit value of
$170/SF applied to the building’s NRA is concluded.

SALES COMPARISON APPROACH CONCLUSION (NRA)
SUBJECT SF
INDICATED HYPOTHETICAL VALUE - Scenario 1
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372,433

$/SF CONCLUSION
x

$170.00/SF

VALUE
=

$63,310,000
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RECONCILIATION
OF VALUE CONCLUSIONS – HYPOTHETICAL VALUE SCENARIO 1
The Analysis of Value Conclusions involves the weighing of the individual valuation techniques in relationship
to their substantiation by market data, and the reliability and applicability of each valuation technique to the
subject property. Under the Hypothetical full building analysis, correlation between the Income Capitalization
and Sales Comparison Approaches was noted. As is shown in the chart below, the overall Hypothetical Value
for the building as if it was stabilized and leased at typical market levels is concluded at $62,000,000.
The valuation summary table below presents conclusions regarding the Hypothetical Market Value of the
entire Portland Building subject to the Hypothetical Conditions discussed within the report. It must be
emphasized that the indicated value does not reflect an As-Is Market Value.
VALUATION SUMMARY - Hypothetical Market Value (Scenario 1)
INTEREST APPRAISED

FEE SIMPLE

DATE OF VALUE

JANUARY 16, 2014
INCOME CAPITALIZATION APPROACH

INCOME CONCLUSION - Hypothetical Market Value (Scenario 1)

$58,880,000

Income Conclusion $/SF (NRA)

$158/SF
SALES COMPARISON APPROACH

SALES CONCLUSION - Hypothetical Market Value (Scenario 1)
Sales Conclusion $/SF

$63,310,000
$170/SF

FINAL VALUE CONCLUSION - Hypothetical Market Value (Scenario 1)
Hypothetical Value Conclusion - Whole Building (Scenario 1)
$/SF (NRA)

© 2014 COLLIERS INTERNATIONAL VALUATION & ADVISORY SERVICES

$62,000,000
$166/SF

66

RECONCILIATION OF VALUE CONCLUSIONS
CONTINUED

C140133

EXECUTIVE
SCENARIO 2 SUMMARY
In this scenario, the Hypothetical Market Value is developed as if the City of Portland has full fee ownership of
the property and with consideration given to the projected deferred maintenance costs and a projected leaseup from a market buyer’s perspective. This scenario takes the “stabilized” value estimate developed in
Scenario 1 ($62,000,000) as a starting point and applies adjustments for the costs to cure the deferred
maintenance and lease-up.
Deferred Maintenance – Cost To Cure
The subject property is known to have deferred maintenance costs that must be cured. These problems are
grouped into two categories: issues with the exterior envelope and issues with structural/seismic systems. The
property has had water related issues from the building exterior. The chart below identifies anticipated costs
associated with repairing the exterior envelope issues. The costs were provided by the City of Portland and are
assumed to be accurate and necessary. If questions arise, further research is recommended. The indirect
costs were estimated as a percentage of the total direct costs as is shown in the chart. The costs are inflated
by 3% to anticipate increases in costs prior to a repair project commencing (right-hand column).

Exterior Envelope Restoration Costs
Cost Estimate

Grown @ 3% Inflation*

$12,709,059
$1,275,000
$13,984,059
$2,097,609
$16,081,668

$13,090,331
$1,313,250
$14,403,581
$2,160,537
$16,564,118

Indirect Costs
Professional Services @ 12% of Direct Costs
Permits/Fees @ 2% of Direct Costs
Miscellaneous @ 1.5% of Direct Costs
Total Indirect Costs

$1,929,800
$321,633
$241,225
$2,492,659

$1,987,694
$331,282
$248,462
$2,567,438

Overall Project Contingency @ 15%

$2,786,149

$2,869,733

$21,360,475
$57
$54
$21,400,000

$22,001,290
$59
$55
$22,000,000

Direct Costs
Construction - Exterior Envelope
SP TI Build-outs (150,000 SF @ $8.50/SF)
Subtotal
Continency @ 15%
Total Direct Costs

Total Cost Estimate
Per SF (NRA)
Per SF (GBA)
Total Envelope Cost Estimate (Rounded)

*Costs grow n at 3% to reflect anticipated increase in cost prior to expenditures

In addition, the building reportedly has structural problems that could lead to significant problems if a seismic
event were to take place. Reportedly, experts have disagreed about how necessary addressing the seismic
issues are. In this analysis, it is assumed that a market buyer would anticipate incurring these costs in the short
term, particularly as it would be more desirable to address while the necessary exterior envelope repairs are
made. As with the costs above, indirect costs are estimated as a percentage and applied as shown below. The
costs are inflated by 3% to anticipate increases in costs prior to a repair project commencing (right-hand
column).
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Structural/Seismic Improvement Costs
Cost Estimate

Grown @ 3% Inflation*

$16,820,264
$16,820,264
$2,523,040
$19,343,304

$17,324,872
$17,324,872
$2,598,731
$19,923,603

Indirect Costs
Professional Services @ 12% of Direct Costs
Permits/Fees @ 2% of Direct Costs
Miscellaneous @ 1.5% of Direct Costs
Total Indirect Costs

$2,321,196
$386,866
$290,150
$2,998,212

$2,390,832
$398,472
$298,854
$3,088,158

Overall Project Contingency @ 15%

$3,351,227

$3,451,764

$25,692,743
$69
$64
$25,700,000

$26,463,525
$71
$66
$26,500,000

Direct Costs
Construction - Structural Upgrades
Subtotal
Continency @ 15%
Total Direct Costs

Total Cost Estimate
Per SF (NRA)
Per SF (GBA)
Total Structural Upgrades Cost Estimate (Rounded)

*Costs grow n at 3% to reflect anticipated increase in cost prior to expenditures

I have segregated the costs associated with the exterior envelope and the structural/seismic repairs in the
charts above, but I believe that a market buyer would anticipate incurring both types of costs. Most buildings of
similar scale that transact on the open market have superior seismic construction and/or have had seismic
upgrades/retrofitting prior to the sale. It is important to note that a market buyer may anticipate a different level
of costs (based on their own or different third party’s estimates), but that this analysis assumes the cost
estimates provided by the City of Portland are correct.
The combined anticipated costs are presented in the following table:

Total Deferred Maintenance Cost to Cure
Deferred Maintenance - Exterior Envelope Costs
Deferred Maintenance - Structural/Seismic Costs
Total Deferred Maintenance

$22,000,000
$26,500,000
$48,500,000

Lease-Up Analysis
The following table summarizes my analysis of lease-up costs for the building from an investor’s perspective.
The assumed lease-up period is calculated based on a 12-month period. As a multi-tenant building, some
space would likely lease very quickly whereas full occupancy may take longer. The 12-month construction
period and then a 12-month lease-up period (total of 24 months rent loss) calculation for lost rent is intended to
reflect a “blended” basis for costs that would be anticipated by a potential buyer of the property as vacant. The
lease-up cost analysis calculates rent loss (24 month lease-up period multiplied by blended market rent),
tenant improvements ($25/SF), leasing commissions (6%) and free rent (2 months on 5-year term) based on
my market leasing assumptions previously supported in the Market Rent Analysis section. A relatively small
(given the uncertainty and scale of potential risk) entrepreneurial profit allocation of 10% is also applied.
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ASSUMPTIONS
Lease-Up Period Months
Vacant Space SF
Market Rent $/SF
Leasing Commissions %
Tenant Improvements $/SF
Lease Term Years
Free Rent Months
Entrepreneurial Profit (% of Lease-Up Costs)
Rent Loss
Expense Carry
Tenant Improvements
Leasing Commissions
Free Rent
Total Lease-Up Costs
Entrepreneurial Profit
TOTAL LEASE-UP COSTS

VALUE
24
372,433 SF
$21.97/SF
6%
$25/SF
5 Years
2 Mos. Free
10%
$16,367,311
$0
$9,310,837
$2,455,097
$1,363,943
$29,497,187
$2,949,719
$32,400,000
Rounded to nearest $100,000

Scenario 2 Conclusion
This scenario takes the Hypothetical Market Value developed under Scenario 1 and applies adjustments for
anticipated costs to cure deferred maintenance associated with the exterior envelope and structural/seismic
issues. This scenario assumes replacing the building skin with one of similar appearance due to the
historic designation. The indicated value is further adjusted to account for anticipated lease-up costs. This
combination of anticipated costs reflects anticipated expenditures from a buyer’s perspective in bringing the
subject property to the condition and value reflected in Scenario 1.
VALUATION SUMMARY - Hypothetical Market Value (Scenario 2)
INTEREST APPRAISED
DATE OF VALUE
Hypothetical Market Value Scenario 1
Less Exterior Envalope Repair Costs
Less Structural/Seismic Repair Costs
Subtotal
Less Lease-Up Costs
Scenario 2 Conclusion (Negative "Value")
Conclusion

FEE SIMPLE
JANUARY 16, 2014
$62,000,000
-$22,000,000
-$26,500,000
$13,500,000
-$32,400,000
-$18,900,000
Not Feasible

As the chart indicates, the anticipated deferred maintenance costs and lease-up costs exceed the value of the
property. The negative “value” calculation indicates that it would not be feasible for a buyer to purchase the
subject property as vacant given the anticipated costs. It must be stressed that this conclusion is based on the
assumption that the deferred maintenance costs provided by the City of Portland are correct, that a buyer
would in fact anticipate completing the structural/seismic repairs included in the cost estimate, and that the
building would need to be fully leased at market terms (from 0% occupancy).
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In this scenario, a Hypothetical Market Value is developed for the subject property that assumes the value of
the property is the land value less costs to demolish the existing building. This scenario is again subject to the
Hypothetical Condition that the City of Portland has full ownership of the property. In addition, this value is
developed as if the property were not on the National Register of Historic Places (in other words, assuming
that demolition would be permitted).
To develop the Hypothetical Market Value under this scenario, I carry forward the Site Value conclusion for the
property that was developed earlier in the report, $10,080,000. This site value reflects the property as vacant.
The following section discusses demolition and estimates a cost to bring the property to a vacant, developable
site.
Demolition Costs
Demolition costs can vary widely depending on the size and complexity of the property to be demolished. The
property’s location also affects removal/hauling costs and presence of any hazardous materials can
significantly increase costs. The City of Portland has provided an estimate of costs to demolish the subject
property. This estimate was reportedly prepared based on discussions with industry professions and is specific
to the Portland Building:

Demolition Cost Estimate
Description

Quantity

Unit

Rate

Total

Abatement

200,000

sf

$10

$2,000,000

Tower Crane

6

mos

$60,000

$360,000

Man Lift

6

mos

$35,000

$210,000

Interior Demolition

200,000

sf

$6

$1,200,000

High Deconstruct (>90')

200,000

sf

$15

$3,000,000

High-reach Equip Deconstruct (<90')

200,000

sf

$6

$1,200,000

Scaffolding & Shrink Wrap

1

-

$2,000,000

$2,000,000

Engineering/Logistics

1

-

$500,000

$500,000

Foundation Demo

1

-

$1,500,000

$1,500,000

MEP Safe Off/Disconnect

1

-

$250,000

$250,000

TOTAL COW

$12,220,000

GCs

12

mos

$65,000

$780,000

OH&P (5.7%)

1

%

5.70%

$741,000

GRAND TOTAL

$13,741,000
Implied Cost per SF of GBA:

$34.43

Source: Provided by Marina Cressw ell (Project Manager - Facility Services, City of Portland) based on
discussions w ith industry professionals specific to the Portland Building.

It is assumed the estimate above is correct for purposes of this analysis. If questions arise or further
information is desired, additional research including a survey and specific contractor bids would be
recommended.
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Scenario 3 Conclusion
The following chart applies the estimated cost to demolish the improvements to the previously concluded site
value. The result is the Hypothetical Market Value for Scenario 3. As the chart indicates, the anticipated
demolition costs exceed the site value. The negative “value” calculation indicates that it would not be feasible
for a buyer to purchase the subject property for demolition given the anticipated costs. It must be stressed that
this conclusion is based on the assumption that the demolition costs provided by the City of Portland are
correct.
VALUATION SUMMARY - Hypothetical Market Value (Scenario 3)
INTEREST APPRAISED
DATE OF VALUE
Land Value (Vacant Site)
Less Demolition Costs
Hypothetical Value Conclusion - Scenario 3
Conclusion

© 2014 COLLIERS INTERNATIONAL VALUATION & ADVISORY SERVICES

FEE SIMPLE
JANUARY 16, 2014
$10,080,000
-$13,741,000
-$3,661,000
Not Feasible
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In this scenario, the Hypothetical Market Value is based on the Hypothetical Condition that a Historic Review
process would allow redevelopment/re-skinning of the subject building.
The appeal of the building from a market perspective would be enhanced with a different skin. There are
multiple examples of developers taking an existing building core (steel and concrete structure) and re-skinning
the building and renovating/converting the interior.
Comparable Analysis
Redevelopment projects of relatively recent (i.e. 1980s or newer) construction are relatively rare. Two known
examples are presented in the following chart and are discussed below. This analysis considers analysis price
less underlying land value as an indicator for value that was allocated by the buyer to existing improvements.
The first example is a 2007 transaction in Portland of a former office building purchased for renovation to a
hotel. The second is a 2012 transaction of a former office tower for renovation to luxury apartments in San
Francisco.

BUILDINGS PURCHASED FOR RENOVATION/NEW EXTERIOR SKIN
Comparable
Nam e
Address
City
State
Zip
County

Subject
Portland Building
1120 SW 5th Ave.
Portland
OR
97204
Multnomah

Property Type
GBA (SF)
NRA (SF)
Land Area (SF)
Year Built
Year Renovated
Stories

Office
399,043
372,433
40,000
1983
15

Comparable 1
Proposed Marriott
300 SW 6th Ave
Portland
OR
97204
Multnomah

Comparable 2
100 Van Ness
100 Van Ness Ave
San Francisco
CA
94102
San Francisco

PHYSICAL INFORMATION
Office
120,000
n/a
10,000
1981
2008
12

Office
448,110
324,735
15,000
1976
2013
28

SALE INFORMATION
Date
Status
Intended Renovation Use
Rights Transferred
Transaction Price
Analysis Price
$/SF GBA
Underlying Land Value/SF
Underlying Land Value
Building Value
Contributory Value of Building

2007
Recorded
Hotel
Fee Simple
$10,000,000
$10,000,000
$83.33
$250
$2,500,000
$7,500,000
$62.50

September 2012
Recorded
Apartments
Fee Simple
$65,600,000
$65,600,000
$146.39
$2,933
$44,000,000
$21,600,000
$48.20

Confirm ation

Confidential

Confidential
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Comparable 1 Discussion

The images above (via SERA Architects marketing materials) show the redevelopment of Comparable 1 from the time of sale to
completion of the new hotel use.

Comparable 1 is a 12-story (plus mezzanine) office building that was purchased in shell condition. The interior
build-out had been removed and the building had sat vacant for several years. It was purchased in 1999 for
intended hotel redevelopment that did not happen, but it sold again in 2007 for intended hotel redevelopment.
As of the date of sale, underlying land was valued at $250/SF. Adjusting the analysis price for the site value,
the indicated value of the improvements was $62.50/SF. The developer subsequently re-skinned the building,
leveled some of the floors, and fully renovated the interior into a Marriott hotel.
Comparable 2 Discussion

The images above show Comparable 2 around the time of the sale (left) and a rendering of the planned re-skinned
building (right).

Comparable 2 was a 400-ft high, 28-story office tower purchased for conversion to a modern high-rise
apartment building containing 400 apartment units. The property has an excellent location in San Francisco
and the tower has views of many local landmarks. As is shown in the images above, plans are for 1970s-era
pre-cast concrete facades to be removed and replaced with a new floor-to-ceiling glass curtain “skin.” The
property was acquired through foreclosure at which time a highest and best use analysis indicated that the
property should be redeveloped to apartments. Due to this comparables high-end location and entitlements for
high rise development (height and density far above other sites in the neighborhood), the underlying site value
was estimated at $44 million. Adjusting the sale price, the indicated value of the existing improvements was
$48.50/SF.

© 2014 COLLIERS INTERNATIONAL VALUATION & ADVISORY SERVICES

73

RECONCILIATION OF VALUE CONCLUSIONS
CONTINUED

C140133

EXECUTIVE
SUMMARY
Edith Green-Wendell
Wyatt Federal Building
It is noted that a redevelopment project that involved “re-skinning” the Edith Green-Wendell Wyatt Federal
Building in downtown Portland was completed in 2013. Renovation was needed for the 1970s building as many
of its mechanical systems were near the end of their usable life and finishes throughout (interior and exterior)
were dated and worn. The projected was renovated at an estimated cost of $135-140 million which included
stripping the building to its frame and rebuilding to a very high level of efficiency (LEED Platinum). The
renovations are expected to bring significant operating efficiencies; however, the efficiencies will likely take
many decades to cover the initial expenditure. The cost to renovate to the degree undertaken with this project
would not have been financially feasible in the private sector. This example is worth noting given the similarities
of the “before” condition relative to the subject, but as it would not have been feasible from a market standpoint
and because of the high, LEED Platinum standard of the renovations, it is not considered a reliable value
indicator for the subject property. In addition, there was no sale of the building to analyze.

The images above show the Edith Green-Wendell Wyatt Federal Building in 2009 (left) and after completion of the
renovations/re-skinning in 2013 (right).

Scenario 4 Conclusion
This scenario is a likely treatment of the subject given the examples presented. In addition, many market
participants are adverse to the existing skin, and therefore repositioning the asset with a new skin could result
in significant value to a developer.
The two examples above indicate a range of $48.20/SF to $62.50/SF for value allocated to the shell. Noting
the limited data points for this type of transaction, a value of $50/SF allocated to the subject’s shell appears to
be achievable in this scenario. In the table below, this value is applied to the gross building area of the subject
and added to the previously concluded land value (vacant site).
VALUATION SUMMARY - Hypothetical Market Value (Scenario 4)
INTEREST APPRAISED
DATE OF VALUE
Land Value (Vacant Site)
Plus Shell Improvement Value @ $50/SF
Hypothetical Value Conclusion - Scenario 4 (Top-End Conclusion)

FEE SIMPLE
JANUARY 16, 2014
$10,080,000
$19,950,000
$30,030,000

Please note, this scenario is considered speculative and uncertain. A developer would likely not purchase the
property for redevelopment in this scenario without certainty as to whether a redevelopment/renovation project
would be approved given the subject’s historic designations. In addition, a developer would be expected to
complete significant diligence and to conduct an analysis of project-specific costs for renovating the building as
well as a prospective value upon completion of renovations project. This level of analysis is beyond the scope
of this report but would be expected to be completed by a buyer prior to making an offer and during an
applicable diligence period. In other words, developers may be willing to allocate more, or potentially less, to
the existing building shell depending on their own estimates and design.
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I certify that,
the best of my knowledge and belief:


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



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



The signer of this report has no present or prospective interest in the property that is the subject of this
report, and no personal interest with respect to the parties involved.



Jeff Grose, MAI performed services as an appraiser regarding the property that is the subject of this report
within the three-year period immediately preceding acceptance of this assignment. These services included
a 2013 valuation regarding the perpetual leasehold interest of the 14th and 15th floors of the subject
property.



The signer is not biased with respect to the property that is the subject of this report or to the parties
involved with this assignment.



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



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



The reported analysis, opinions, and conclusions were developed, and this report has been prepared, in
conformity with the requirements of the Code of Professional Ethics and Standards of Professional
Appraisal Practice of the Appraisal Institute, and the Uniform Standards of Professional Appraisal Practice,
as set forth by the Appraisal Standards Board of the Appraisal Foundation.



Jeff Grose, MAI inspected the property that is the subject of this report as well as the comparables.



J. Michael Miller (Oregon State Registered Appraiser Assistant No. AA02429) provided significant real
property appraisal assistance to the appraiser(s) signing the certification. The level of assistance provided
included involvement with: defining the appraisal problem; regional and local area analysis; subject
property analysis; market analysis; highest and best use; development of land value; development of
property value (Income and Sales Comparison Approaches to value) and reconciliation and reporting of the
value conclusions. This assistance falls under categories A-H as defined by OAR 161-025-0025(2)(d).
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to the requirements of the Appraisal Institute relating to review by its duly

authorized representatives.
As of the date of this report Jeff Grose, MAI has completed the continuing education program for Designated
Members of the Appraisal Institute.

Jeff Grose, MAI
Executive Managing Director
Certified General Real Estate Appraiser
State of Oregon License #C000722
+1 503 542 5411
jeff.grose@colliers.com

© 2014 COLLIERS INTERNATIONAL VALUATION & ADVISORY SERVICES

March 27, 2014
Date

76

ASSUMPTIONS & LIMITING CONDITIONS
C140133

TABLE
OF CONTENTS
This appraisal
is subject to the following assumptions and limiting conditions:
 The appraiser may or may not have been provided with a survey of the subject property. If further
verification is required, a survey by a registered surveyor is advised.
 We assume no responsibility for matters legal in character, nor do we render any opinion as to title, which
is assumed to be marketable. All existing liens, encumbrances, and assessments have been disregarded,
unless otherwise noted, and the property is appraised as though free and clear, under responsible
ownership, and competent management.
 The exhibits in this report are included to assist the reader in visualizing the property. We have made no
survey of the property and assume no responsibility in connection with such matters.
 Unless otherwise noted herein, it is assumed that there are no encroachments, zoning, or restrictive
violations existing in the subject property.
 The appraiser assumes no responsibility for determining if the property requires environmental approval by
the appropriate governing agencies, nor if it is in violation thereof, unless otherwise noted herein.
 Information presented in this report has been obtained from reliable sources, and it is assumed that the
information is accurate.
 This report shall be used for its intended purpose only, and by the party to whom it is addressed.
Possession of this report does not include the right of publication.
 The appraiser may not be required to give testimony or to appear in court by reason of this appraisal, with
reference to the property in question, unless prior arrangements have been made therefore.
 The statements of value and all conclusions shall apply as of the dates shown herein.
 There is no present or contemplated future interest in the property by the appraiser which is not specifically
disclosed in this report.
 Without the written consent or approval of the author neither all, nor any part of, the contents of this report
shall be conveyed to the public through advertising, public relations, news, sales, or other media. This
applies particularly to value conclusions and to the identity of the appraiser and the firm with which the
appraiser is connected.
 This report must be used in its entirety. Reliance on any portion of the report independent of others, may
lead the reader to erroneous conclusions regarding the property values. Unless approval is provided by the
author no portion of the report stands alone.
 The valuation stated herein assumes professional management and operation of the buildings throughout the
lifetime of the improvements, with an adequate maintenance and repair program.
 The liability of Colliers International Valuation & Advisory Services, its principals, agents, and employees is
limited to the client. Further, there is no accountability, obligation, or liability to any third party. If this report is
placed in the hands of anyone other than the client, the client shall make such party aware of all limiting
conditions and assumptions of the assignment and related discussions. The appraiser is in no way responsible
for any costs incurred to discover or correct any deficiency in the property.
 The appraiser is not qualified to detect the presence of toxic or hazardous substances or materials which
may influence or be associated with the property or any adjacent properties, has made no investigation or
analysis as to the presence of such materials, and expressly disclaims any duty to note the degree of fault.
Colliers International Valuation & Advisory Services and its principals, agents, employees, shall not be
liable for any costs, expenses, assessments, or penalties, or diminution in value, property damage, or
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personal injury
(including death) resulting from or otherwise attributable to toxic or hazardous substances
or materials, including without limitation hazardous waste, asbestos material, formaldehyde, or any smoke,
vapors, soot, fumes, acids, alkalis, toxic chemicals, liquids, solids or gasses, waste materials or other
irritants, contaminants or pollutants.
 The appraiser assumes no responsibility for determining if the subject property complies with the
Americans with Disabilities Act (ADA). Colliers International Valuation & Advisory Services, its principals,
agents, and employees, shall not be liable for any costs, expenses, assessments, penalties or diminution in
value resulting from non-compliance. This appraisal assumes that the subject meets an acceptable level of
compliance with ADA standards; if the subject is not in compliance, the eventual renovation costs and/or
penalties would negatively impact the present value of the subject. If the magnitude and time of the cost
were known today, they would be reduced from the reported value conclusion.
 An on-site inspection of the subject property was conducted. No evidence of asbestos materials on-site
was noted. A Phase 1 Environmental Assessment was not provided for this analysis. This analysis
assumes that no asbestos or other hazardous materials are stored or found in or on the subject property. If
evidence of hazardous materials of any kind occurs, the reader should seek qualified professional
assistance. If hazardous materials are discovered and if future market conditions indicate an impact on
value and increased perceived risk, a revision of the concluded values may be necessary.
 A detailed soils study was not provided for this analysis. The subject's soils and sub-soil conditions are
assumed to be suitable based upon a visual inspection, which did not indicate evidence of excessive
settling or unstable soils. No certification is made regarding the stability or suitability of the soil or sub-soil
conditions.
 This analysis assumes that the financial information provided for this appraisal, including rent rolls and
historical income and expense statements; accurately reflect the current and historical operations of the
subject property.
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These definitions were extracted from the
following sources or publications:
The Dictionary of Real Estate Appraisal, Fifth
Edition, Appraisal Institute, Chicago, Illinois,
2010 (Dictionary).
Uniform Standards of Professional Appraisal
Practice, 2014-2015 Edition (USPAP).
The Appraisal of Real Estate, Fourteenth
Edition, Appraisal Institute, Chicago, Illinois,
2013 (14th Edition).
Marshall Valuation Service, Marshall & Swift,
Los Angeles, California (MVS).
Absolute Net Lease
A lease in which the tenant pays all expenses
including structural maintenance, building
reserves, and management; often a longterm lease to a credit tenant. (Dictionary)
Ad Valorem Tax
A real estate tax based on the assessed
value of the property, which is not necessarily
equivalent to its market value. (14th Edition)
Aggregate of Retail Values (ARV)
The sum of the separate and distinct market
value opinions for each of the units in a
condominium; subdivision development, or
portfolio of properties, as of the date of
valuation. The aggregate of retail values
does not represent an opinion of value; it is
simply the total of multiple market value
conclusions.(Dictionary)
Arm’s-length Transaction
A transaction between unrelated parties
under no duress. (14th Edition)

As-Is Market Value
The estimate of the market value of real
property in its current physical condition,
use, and zoning as of the appraisal date.
(Dictionary)
Assessed Value
The value of a property according to the tax
rolls in ad valorem taxation; may be higher
or lower than market value, or based on an
assessment ratio that is a percentage of
market value. (14th Edition)
Average Daily Room Rate (ADR)
In the lodging industry, total guest room
revenue divided by the total number of
occupied rooms. (Dictionary)
Band of Investment
A technique in which the capitalization rates
attributable to components of a capital
investment are weighted and combined to
derive a weighted-average rate attributable
to the total investment. (Dictionary)
Cash-Equivalent Price
The price of a property with above- or belowmarket financing expressed in terms of the
price that would have been paid in an allcash sale. (Dictionary)
Common Area
The total area within a property that is not
designed for sale or rental but is available
for common use by all owners, tenants, or
their invitees, e.g., parking and its
appurtenances,
malls,
sidewalks,
landscaped areas, recreation areas, public
toilets,
truck
and
service
facilities.
(Dictionary)
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Contract Rent

Direct Costs

The actual rental income specified in a lease.
(14th Edition)

1. Expenditures for the labor and materials
used in the construction of improvements;
also called hard costs. (Dictionary)
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A set of procedures through which a value
indication is derived for the fee simple
interest in a property by estimating the
current cost to construct a reproduction of (or
replacement for) the existing structure,
including an entrepreneurial incentive;
deducting depreciation from the total cost;
and adding the estimated land value.
Adjustments may then be made to the
indicated fee simple value of the subject
property to reflect the value of the property
interest being appraised. (14th Edition)
Curable Functional Obsolescence
An element of depreciation; a curable defect
caused by a flaw in the structure, materials,
or design, which can be practically and
economically corrected. (Dictionary)
Debt Coverage Ratio (DCR)
The ratio of net operating income to annual
debt service, which measures the relative
ability of a property to meet its debt service
out of net operating income; also called debt
service coverage ratio (DSCR). (Dictionary)
Deferred Maintenance
Needed repairs or replacement of items that
should have taken place during the course of
normal maintenance. Dictionary)
Depreciation
In appraising, a loss in property value from
any cause; the difference between the cost of
an improvement on the effective date of the
appraisal and the market value of the
improvement on the same date. (Dictionary)

2. The labor, material, subcontractor, and
heavy equipment costs directly incorporated
into
the
construction
of
physical
improvements. (R.S. Means)
Discounted Cash Flow (DCF) Analysis
The procedure in which a discount rate is
applied to a set of projected income streams
and a reversion. The analyst specifies the
quantity, variability, timing, and duration of
the income streams and the quantity and
timing of the reversion, and discounts each
to its present value at a specified yield rate.
(Dictionary)
Discount Rate
An interest rate used to convert future
payments or receipts into present value;
usually considered to be a synonym for yield
rate. (Dictionary)
Disposition Value
The most probable price that a specified
interest in real property is likely to bring
under all of the following conditions:
1.
Consummation of a sale within a
future exposure time specified by the client.
2.
The property is subjected to market
conditions prevailing as of the date of
valuation.
3.
Both the buyer and seller are acting
prudently and knowledgeably.
4.

The seller is under compulsion to sell.

5.

The buyer is typically motivated.
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6.
Both parties are acting in what they
consider their best interests.
7.
An adequate marketing effort will be
made during the exposure time specified by
the client.
8.
Payment will be made in cash in U.S.
dollars or in terms of financial arrangements
comparable thereto.
9.
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.
This definition can also be modified to
provide for valuation with specified financing
terms. (Dictionary)
Easement
An interest in real property that transfers use,
but not ownership, of a portion of an owner's
property. Access or right of way easements
may be acquired by private parties or public
utilities. Governments accept conservation,
open space, and preservation easements on
private property. (14th Edition)
Economic Life
The period over which improvements to real
property contribute to property value.
(Dictionary)
Effective Age
The age of property that is based on the
amount of observed deterioration and
obsolescence it has sustained, which may
be different from its chronological age.
(Dictionary)

Effective Date
The date on which the analyses, opinions,
and advice in an appraisal, review, or
consulting service apply. (Dictionary)
Effective Gross Income (EGI)
The anticipated income from all operations of
the real property after an allowance is made
for vacancy and collection losses and an
addition is made for any other income.
(Dictionary)
Effective Gross Income Multiplier (EGIM)
The ratio between the sale price (or value) of
a property and its effective gross income.
(Dictionary)
Effective Rent
The rental rate net of financial concessions
such as periods of no rent during the lease
term and above- or below-market tenant
improvements (TIs). (Dictionary)
Eminent Domain
The right of government to take private
property for public use upon the payment of
just compensation. The Fifth Amendment of
the U.S. Constitution, also known as the
takings clause, guarantees payment of just
compensation upon appropriation of private
property. (Dictionary)
Entrepreneurial Incentive
The amount an entrepreneur expects to
receive for his or her contribution to a project.
Entrepreneurial
incentive
may
be
distinguished from entrepreneurial profit
(often called developer’s profit) in that it is the
expectation of future profit actually earned on
a development or improvement. (14th Edition)
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Entrepreneurial Profit

Exposure Time

A market-derived figure that represents the
amount an entrepreneur receives for his or
her contribution to a project and risk; the
difference between the total cost of a
property (cost of development) and its
market
value
(property
value
after
completion),
which
represents
the
entrepreneur's compensation for the risk and
expertise associated with development. (14th
Edition)

The estimated length of time that 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
opinion based on an analysis of past events
assuming a competitive and open market.
(USPAP)
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Excess Land
Land that is not needed to serve or support
the existing improvement. The highest and
best use of the excess land may or may not
be the same as the highest and best use of
the improved parcel. Excess land may have
the potential to be sold separately and is
valued separately. (Dictionary)
Excess Rent
The amount by which contract rent exceeds
market rent at the time of the appraisal;
created by a lease favorable to the landlord
(lessor)
and
may
reflect
unusual
management, unknowledgeable parties, a
lease execution in an earlier, stronger rental
market, or an agreement of the parties. Due
to the higher risk inherent in the receipt of
excess rent, it may be calculated separately
and capitalized at a higher rate in the
income capitalization approach. (Dictionary)

External Obsolescence
An element of depreciation; a diminution in
value caused by negative externalities and
generally incurable on the part of the owner,
landlord, or tenant. (Dictionary)
Extraordinary Assumption
An assumption, directly related to a specific
assignment, as of the effective date of the
assignment results, which, if found to be false,
could alter the appraiser's opinions or
conclusions.
Extraordinary
assumptions
presume as fact otherwise uncertain
information about physical, legal, or economic
characteristics of the subject property; or about
conditions external to the property such as
market conditions or trends; or about the
integrity of data used in an analysis. An
extraordinary assumption may be used in an
assignment only if:


It is required to properly develop credible
opinions and conclusions;



The appraiser has a reasonable basis for
the extraordinary assumption;



Use of the extraordinary assumption results
in a credible analysis; and



The appraiser complies with the disclosure
requirements set forth in USPAP for
extraordinary assumptions. (USPAP)

Expense Stop
A clause in a lease that limits the landlord's
expense obligation, which results in the
lessee paying any operating expenses
above a stated level or amount. (Dictionary)
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Fair Market Value

Functional Utility

A term that is, in concept, similar to market
value in general usage; used mainly in
condemnation, litigation, income tax, and
property tax situations. When an appraisal
assignment involves developing an opinion of
fair market value, the appropriate, requisite,
and precise definition of the term depends on
the use of the appraisal and the applicable
jurisdiction. (Dictionary)

The ability of a property or building to be useful
and to perform the function for which it is
intended according to current market tastes
and standards; the efficiency of a building’s
use in terms of architectural style, design and
layout, traffic patterns, and the size and type of
rooms. (14th Edition)
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Feasibility Analysis
A study of the cost-benefit relationship of an
economic endeavor. (USPAP)
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. (Dictionary)
Floor Area Ratio (FAR)
The relationship between the above-ground
floor area of a building, as described by the
building code, and the area of the plot on
which it stands; in planning and zoning, often
expressed as a decimal, e.g., a ratio of 2.0
indicates that the permissible floor area of a
building is twice the total land area.
(Dictionary)
Functional Obsolescence
The impairment of functional capacity of a
property according to market tastes and
standards. (Dictionary)

Furniture,
(FF&E)

Fixtures,

and

Equipment

Business trade fixtures and personal property,
exclusive of inventory. (Dictionary)
Going-concern Value
1. The market value of all the tangible and
intangible assets of an established and
operating business with an indefinite life, as if
sold in aggregate; more accurately termed the
market value of the going concern.
2. The value of an operating business
enterprise. Goodwill may be separately
measured but is an integral component of
going-concern value when it exists and is
recognizable. (Dictionary)
Gross Building Area (GBA)
Total floor area of a building, excluding
unenclosed areas, measured from the exterior
of the walls of the above-grade area. This
includes mezzanines and basements if and
when typically included in the region.
(Dictionary)
Gross Leasable Area (GLA) - Commercial
Total floor area designed for the occupancy
and exclusive use of tenants, including
basements and mezzanines; measured from
the center of joint partitioning to the outside
wall surfaces. (Dictionary)
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Gross Living Area (GLA) - Residential

Hypothetical Condition

Total area of finished, above-grade
residential area; calculated by measuring the
outside perimeter of the structure and
includes only finished, habitable, abovegrade living space. (Finished basements and
attic areas are not generally included in total
gross living area. Local practices, however,
may differ.) (Dictionary)

A condition, directly related to a specific
assignment, which is contrary to what is
known by the appraiser to exist on the
effective date of the assignment results, but is
used for the purpose of analysis. Hypothetical
conditions are contrary to known facts about
physical, legal, or economic characteristics of
the subject property; or about conditions
external to the property, such as market
conditions or trends; or about the integrity of
data used in an analysis. (USPAP)
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Highest & Best Use
The reasonably probable and legal use of
vacant land or an improved property that is
physically possible, appropriately supported,
financially feasible, and that results in the
highest value. The four criteria the highest and
best use must meet are legal permissibility,
physical possibility, financial feasibility and
maximum productivity. (Dictionary)
Highest and Best Use of Land or a Site as
Though Vacant
Among all reasonable, alternative uses, the
use that yields the highest present land value,
after payments are made for labor, capital, and
coordination. The use of a property based on
the assumption that the parcel of land is
vacant or can be made vacant by demolishing
any improvements. (Dictionary)
Highest and Best Use of Property as
Improved
The use that should be made of a property as
it exists. An existing improvement should be
renovated or retained as is so long as it
continues to contribute to the total market
value of the property, or until the return from a
new improvement would more than offset the
cost of demolishing the existing building and
constructing a new one. (Dictionary)

Income Capitalization Approach
In the income capitalization approach, an
appraiser analyzes a property’s capacity to
generate future benefits and capitalizes the
income into an indication of present value. The
principle of anticipation is fundamental to this
approach. Techniques and procedures from
this approach are used to analyze comparable
sales data and to measure obsolescence in
the cost approach. (14th Edition)
Incurable Functional Obsolescence
An element of depreciation; a defect caused
by a deficiency or superadequacy in the
structure, materials, or design that cannot be
practically
or economically corrected.
(Dictionary)
Indirect Costs
Expenditures or allowances for items other
than labor and materials that are necessary
for construction, but are not typically part of
the construction contract. Indirect costs may
include administrative costs; professional
fees; financing costs and the interest paid on
construction loans; taxes and the builder's or
developer's
all-risk
insurance
during
construction; and marketing, sales, and
lease-up costs incurred to achieve
occupancy or sale. (Dictionary)
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Insurable Value

Interim Use

The value of an asset or asset group that is
covered by an insurance policy; can be
estimated by deducting costs of noninsurable items (e.g., land value) from
market value. (MVS)

The temporary use to which a site or improved
property is put until a different use becomes
maximally productive. (14th Edition)
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Liquidation Value
The most probable price that a specified
interest in real property should bring under
the following conditions:
1.

Consummation of a sale within a short
time period.

2.

The property is subjected to market
conditions prevailing as of the date of
valuation.

3.

Both the buyer and seller are acting
prudently and knowledgeably.

4.

The seller is under extreme compulsion
to sell.

5.

The buyer is typically motivated.

6.

Both parties are acting in what they
consider to be their best interests.

7.

A normal marketing effort is not possible
due to the brief exposure time.

8.

Payment will be made in cash in U.S.
dollars or in terms of financial
arrangements comparable thereto.

9.

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.

This definition can also be modified to
provide for valuation with specified financing
terms. (Dictionary)

Leased Fee Interest
A freehold (ownership interest) where the
possessory interest has been granted to
another party by creation of a contractual
landlord-tenant relationship. (Dictionary)
Leasehold Interest
The tenant’s possessory interest created by a
lease. (Dictionary)
Legally Nonconforming Use
A use that was lawfully established and
maintained, but no longer conforms to the use
regulations of the current zoning in the zone
where it is located; also known as a
grandfathered use. (Dictionary)
Market Study
A macroeconomic analysis that examines the
general market conditions of supply, demand,
and pricing or the demographic of demand for a
specific area or property type. (14th Edition)
Marketability Study
A microeconomic study that examines the
marketability of a given property or class of
properties, usually focusing on the market
segment (or segments) in which the property is
likely to generate demand. Marketability studies
are useful in determining a specific highest and
best use, testing development proposals, and
projecting an appropriate tenant mix. (14th
Edition)
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A process for examining the demand for and
supply of a property type and the geographic
market area for that property type. This
process is sometimes referred to as a use in
search of a site. (14th Edition)
Market Area
The geographic or locational delineation of the
market for a specific category of real estate,
i.e., the area in which alternative, similar
properties effectively compete with the subject
property in the minds of probable, potential
purchasers and users.(14th Edition)
Market Rent
The most probable rent that a property should
bring in a competitive and open market
reflecting all conditions and restrictions of the
typical lease agreement, including permitted
uses, use restrictions, expense obligations,
term, concessions, renewal and purchase
options, and tenant improvements (TIs). (14th
Edition)
Market Value
The most probable price which a property
should bring in a competitive and open
market under all conditions requisite to a fair
sale, the buyer and seller each acting
prudently and knowledgeably, and assuming
the price is not affected by undue stimulus.
Implicit in this definition is the consummation
of a sale as of a specified date and the
passing of title from seller to buyer under
conditions whereby:
1.

buyer and seller are typically motivated;

2. both parties are well informed or well
advised, and acting in what they consider
their own best interests;

3. a reasonable time is allowed for exposure
in the open market;
4. payment is made in terms of cash in U.S.
dollars or in terms of financial arrangements
comparable thereto; and
5. the price represents the normal
consideration for the property sold unaffected
by special or creative financing or sales
concessions granted by anyone associated
with the sale. (Office of Comptroller of the
Currency (OCC), Title 12 of the Code of
Federal Regulation, Part 34, Subpart C Appraisals, 34.42 (g); Office of Thrift
Supervision (OTS), 12 CFR 564.2 (g); This is
also compatible with the RTC, FDIC, FRS and
NCUA definitions of market value.)
Net Operating Income (NOI)
The actual or anticipated net income that
remains after all operating expenses are
deducted from effective gross income, but
before mortgage debt service and book
depreciation are deducted. Note: This
definition mirrors the convention used in
corporate finance and business valuation for
EBITDA (earnings before interest, taxes,
depreciation, and amortization). (Dictionary)
Obsolescence
One cause of depreciation; an impairment of
desirability and usefulness caused by new
inventions, changes in design, improved
processes for production, or external factors
that make a property less desirable and
valuable for a continued use; may be either
functional or external. (Dictionary)
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Off-site Costs

Parking Ratio

Colliers International
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Costs incurred in the development of a
project, excluding actual building construction
costs, e.g., the costs of streets, sidewalks,
curbing, traffic signals, and water and sewer
mains; also called common costs or off-site
improvement costs. (Dictionary)

The ratio of parking area or parking spaces to
an economic or physical unit of comparison.
Minimum required parking ratios for various
land uses are often stated in zoning
ordinances.(Dictionary)

www.colliers.com

On-site Costs

.

Costs incurred for the actual construction of
buildings and improvements on a particular
site. (Dictionary)
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Overage Rent
The percentage rent paid over and above the
guaranteed minimum rent or base rent;
calculated as a percentage of sales in excess
of a specified breakeven sales volume. (14th
Edition)
Overall Capitalization Rate (OAR)

Prospective Opinion of Value
A value opinion effective as of a specified
future date. The term does not define a type of
value. Instead, it identifies a value opinion as
effective at some specific future date. An
opinion of value as of a prospective date is
frequently sought in connection with projects
that are proposed, under construction, or under
conversion to a new use, or those that have not
achieved sellout or a stabilized level of longterm occupancy. (Dictionary)
Qualitative Analysis

An income rate for a total real property interest
that reflects the relationship between a single
year’s net operating income expectancy and
the total property price or value. (Dictionary)

The process of accounting for differences (such
as between comparable properties and the
subject property) that are not quantified; may
be combined with quantitative analysis.
(Dictionary)

Potential Gross Income (PGI)

Quantitative Adjustment

The total income attributable to real property
at full occupancy before vacancy and
operating
expenses
are
deducted.
(Dictionary)

In the sale comparison approach, the process
of making numerical adjustments to the sale
prices of comparable properties, including data
analysis techniques (paired data analysis,
grouped data analysis, and secondary data
analysis), statistical analysis, graphic analysis,
trend analysis, cost analysis (cost-to-cure,
depreciated cost), and capitalization of rent
differences; usually precedes qualitative
analysis. (Dictionary)

Potential Gross Income Multiplier (PGIM)
The ratio between the sale price (or value) of
a property and its annual potential gross
income (PGIM = V/PGI). (Dictionary)
Present Value (PV)
The value of a future payment or series of
future payments discounted to the current
date or to time period zero. (Dictionary)

Rentable Area
The amount of space on which the rent is
based; calculated according to local practice.
(Dictionary)
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Replacement Cost

Scope of Work

The estimated cost to construct, at current
prices as of the effective appraisal date, a
substitute for the building being appraised,
using modern materials and current
standards, design, and layout. (14th Edition)

The type and extent of research and analysis
in an appraisal or appraisal review
assignment. Scope of work includes, but is not
limited to:

CONTACT DETAILS
DIR
FAX

+1 619 814 4700
+1 619 814 4800

Colliers International
750 “B” Street, Suite 3250
San Diego, CA 92101
www.colliers.com
.

Reproduction Cost
The estimated cost to construct, at current
prices as of the effective date of the appraisal,
an exact duplicate or replica of the building
being appraised, using the same materials,
construction standards, design, layout, and
quality of workmanship and embodying all the
deficiencies,
superadequacies,
and
obsolescence of the subject building. (14th
Edition)
Retrospective Value Opinion
A value opinion effective as of a specific
historical date. The term does not define a
type of value. Instead, it defines a value
opinion as being effective at some specific
prior date. Inclusion of this type of value with
this term is appropriate, e.g., “retrospective
market value opinion.”(Dictionary)
Sales Comparison Approach
The process of deriving a value indication
for the subject property by comparing similar
properties that have recently sold with the
property being appraised, identifying
appropriate units of comparison, and making
adjustments to the sale prices (or unit
prices, as appropriate) of the comparable
properties based on relevant, marketderived elements of comparison. The sales
comparison approach may be used to value
improved properties, vacant land, or land
being considered as though vacant when an
adequate supply of comparable sales is
available. (14th Edition)

The extent to which the property is identified;
The extent to which tangible property is
inspected;
The type and extent of data researched; and
The type and extent of analysis applied to
arrive at opinions or conclusions. (USPAP)
Shopping Center Types
Neighborhood Center: The smallest type of
shopping center, generally with a gross
leasable area of between 30,000 and 100,000
square feet. Typical anchors include
supermarkets and pharmacies. Neighborhood
shopping centers offer convenience goods
and personal services and usually depend on
a market population support of 3,000 to
40,000 people.
Community Center: A shopping center of
100,000 to 400,000 square feet that usually
contains one junior department store, a variety
store, discount or department store. A
community shopping center generally has
between 20 and 70 retail tenants and a
market population support of 40,000 to
150,000 people.
Regional Center: A shopping center of
300,000 to 900,000 square feet that is built
around one or two full-line department stores
of approximately 200,000 square feet each
plus small tenant spaces. This type of center
is typically supported by a minimum
population of 150,000 people.
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Shopping Center Types (cont.)

Usable Area

Colliers International
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Power Center: A large center of 600,000 to
2.0 million square feet anchored by three or
more full-line department stores. This type
of center is typically supported by a
population area of 300,000 people. (14th
Edition)

The area that is actually used by the tenants
measured from the inside of the exterior walls
to the inside of walls separating the space
from
hallways
and
common
areas.
(Dictionary)
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Superadequacy

.

An excess in the capacity or quality of a
structure
or
structural
component;
determined
by
market
standards.
(Dictionary)
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Surplus Land
Land that is not currently needed to support
the existing improvement but cannot be
separated from the property and sold off.
Surplus land does not have an independent
highest and best use and may or may not
contribute value to the improved parcel.
(Dictionary)
Tenant Improvements (TIs)
1. Fixed improvements to the land or
structures installed for use by a lessee.
2. The original installation of finished tenant
space in a construction project; subject to
periodic change for succeeding tenants.
(Dictionary)
Triple Net Lease
A lease in which the tenant assumes all
expenses (fixed and variable) of operating a
property except that the landlord is
responsible for structural maintenance,
building reserves, and management. Also
called NNN, triple net lease, or fully net
lease. (Dictionary)

Useful Life
The period of time over which a structure or a
component of a property may reasonably be
expected to perform the function for which it
was designed. (Dictionary)
Vacancy and Collection Loss
A deduction from potential gross income (PGI)
made to reflect income deductions due to
vacancies, tenant turnover, and non-payment
of rent; also called vacancy and credit loss or
vacancy and contingency loss. Often vacancy
and collection loss is expressed as a
percentage of potential gross income and
should reflect the competitive market. Its
treatment can differ according to the interest
being appraised, property type, capitalization
method, and whether the property is at
stabilized occupancy. (Dictionary)
Yield Capitalization
A method used to convert future benefits into
present value by 1) discounting each future
benefit at an appropriate yield rate, or 2)
developing an overall rate that explicitly
reflects the investment's income pattern,
holding period, value change, and yield rate.
(Dictionary)
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range of institutional investment properties.
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Real estate valuations play a pivotal role
in today’s business climate. An accurate
and well supported opinion of property
value can mean the difference between
reaching a critical goal—securing a loan,
closing a sale, reporting to investors,
choosing the best asset—or failing to
achieve it altogether.
Colliers Valuation & Advisory Services’
reports are designed to deliver insight
into a property’s fundamentals, its
competition and the overall market
dynamics affecting value. A solid
valuation report can be a strategic
asset for investors, lenders and owners,
provided that it addresses both a
property’s unique characteristics and the
most current market conditions.
Commitment to high-end client service,
coupled with Colliers International’s
unparalleled market intelligence and
resources, differentiates us as the firm of
choice in the real estate industry.

PROFESSIONALS
Our professionals share a commitment
to deliver the highest level of service
and consistent results. We go the extra
mile for our clients, whether this means
meeting a tight deadline or working with
a complex and challenging property.
TECHNOLOGY
Our unmatched report creation
technology speeds appraisals through
the pipeline. This secure, centralized
production system generates a wide
range of reports and high volume
portfolio orders without delays.
INFORMATION
Today’s business climate places
valuation in a more pivotal position
than ever before. All our appraisals
are evaluated and approved by an
experienced review team to ensure
our clients receive concise and timely
appraisals. With clear, prompt reporting
and a comprehensive, big picture
approach, Colliers International’s
Valuation and Advisory reports give
our clients the information they need to
make better business decisions.
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Jerry P. Gisclair MAI, MRICS
Executive Managing Director
Jerry.Gisclair@colliers.com
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Thomas Bogdon MAI
Executive Managing Director
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Joshua Smith
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Joshua.Smith@colliers.com
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Phoenix
Philip Steffen MAI
Executive Managing Director
Philip.Steffen@colliers.com
+1 602 222 5165
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John.Griffin@colliers.com
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Royce.Rowles@colliers.com
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Executive Managing Director
Jim.Murrett@colliers.com
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Detroit
Sharon Harbin MAI, SRA
Valuation Services Director
Sharon.Harbin@colliers.com
+1 248 226 1834

Los Angeles
William Drewes MAI
Valuation Services Director
Bill.Drewes@colliers.com
+1 213 532 3227

Sacramento
Jeffrey Shouse
Executive Managing Director
Jeffery.Shouse@colliers.com
+1 916 724 5500

Central Florida (Tampa)
Jerry P. Gisclair MAI, MRICS
Executive Managing Director
Jerry.Gisclair@colliers.com
+1 813 871 8531

Fresno
John Larson
Sr. Valuation Services Director
John.Larson@colliers.com
+1 559 221 1271

Minneapolis
John Kubes MAI
Valuation Services Director
John.Kubes@colliers.com
+1 952 837 3056

Salt Lake City
R. Todd Larsen MAI
Managing Director
Todd.Larsen@colliers.com
+1 801 295 0246
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Leadership
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Charleston
Curt McCall, Jr. CRE, MAI
Managing Director
Curt.McCall@colliers.com
+1 843 284 3000

Hawaiian Islands
Bobby Hastings MAI, MRICS
Managing Director
Bobby.Hastings@colliers.com
+1 808 926 9595

Nashville
Patrick Gibson MAI
Valuation Services Director
Patrick.Gibson@colliers.com
+1 615 651 7313

San Diego
Rob Detling MAI
Managing Director
Rob.Detling@colliers.com
+1 619 814 4700

Charlotte
Murray Williams MAI
Managing Director
Murray.Williams@colliers.com
+1 704 409 2377

Houston
Michael Miggins MAI
Managing Director
Michael.Miggins@colliers.com
+1 713 222 2111

New York
Morgan Turnbow MAI
Managing Director
Morgan.Turnbow@colliers.com
+1 212 355 1029

San Francisco
Vathana Duong
Senior Valuation Specialist
Vathana.Duong@colliers.com
+1 415 788 3100

Chicago
Jeremy R. Walling MAI, MRICS
Executive Managing Director
Jeremy.Walling@colliers.com
+1 312 602 6157

Indianapolis
Willaim Fowler
Senior Valuation Specialist
Will.Fowler@colliers.com
+1 317 663 6072

Newport Beach
E. Jason Lund MAI, MRICS
Executive Managing Director
Jason.Lund@colliers.com
+1 949 474 0707

Sarasota
Craig Smith MAI, FRICS
Valuation Services Director
Craig.L.Smith@colliers.com
+1 941 923 8588

Columbus / Cleveland
Bruce Nell MAI, MRICS, MICP
Executive Managing Director
Bruce.Nell@colliers.com
+1 614 436 9800

Jacksonville
Jerry P. Gisclair MAI, MRICS
Executive Managing Director
Jerry.Gisclair@colliers.com
+1 904 358 1206

Philadelphia
Jake Ramage MAI
Managing Director
Jake.Ramage@colliers.com
+1 215 928 7513

Seattle
Reid Erickson MAI
Executive Managing Director
Reid.Erickson@colliers.com
+1 206 343 7477
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