
Old Stone Ventures, LLC   

 Appraisal Report--6235 US 52 Salisbury, NC  28146 

Appraisal Report 
 Of: 

 
 
 
 
  

Commercial/Retail Facility 
 
 
 

Old Stone Winery 
6235 US 52 

Salisbury, NC  28146 
 
 
  

First National Bank ID # 17-002079-01-01 
for 

 
First National Bank 

Commercial Appraisal Group 
One FNB Blvd., Hermitage, PA 16148 

Dale Mauch 
 

  
 

Opinion of Market Value—as is 
As of 

July 6, 2017 
by: 

 
J. Scott Robinson, MAI, SRA, AI-GRS 

State Certified General Appraiser 
Robinson Associates Real Estate Appraisers & Consultants 

 



Commercial/Retail Strip Center                     

 Appraisal Report—Opinion of Market Value—as is---------------------------------------------Page2 

LETTER OF TRANSMITTAL 
 
 

Robinson Associates 
 

Real Estate Appraisers & Consultants 
123 S. Main St., Suite 202 

Salisbury, NC 
 

John P. Robinson, Jr., SRA, SRPA 
J. Scott Robinson, MAI, SRA, AI-GRS 

P.O. Box 1506, Salisbury, NC 
28145-1506 

 
(704) 636-4151 

July 11, 2017 
 
Dale L. Mauch 
First National Bank 
Commercial Appraisal Group 
One FNB Blvd. 
Hermitage, PA  16148 
 
Mr. Mauch, 
 
 RE:  Appraisal Report/ Market value opinion—Old Stone Ventures, LLC 
 
Attached please find the appraisal report I have completed on the above referenced property.  This report expresses a final 
value opinion of $ 600,000 —as is    as described in the report, as of the date of the appraisal which was July 6, 2017.  
This opinion is based on fee simple (non-arm’s length business lease in place among related parties) property rights. 
 

An additional statement, “the appraisal assignment was not based on a requested minimum valuation, a specific 
valuation, or the approval of a loan,” is applicable.  No personal property is considered in this value opinion, nor is any 

furniture, fixtures, or equipment.  I am of the opinion no business or intangible asset value is present. None is included in 
this value opinion. 

 
One extraordinary assumption is made within this appraisal and report regarding the environmental soundness of the 
property.  I am not an environmental expert, and cannot render an opinion related to such conditions which may affect the 
utility or marketability of the subject.  None were noted at inspection. 
 
Based on previous agreement, this report constitutes an appraisal report as defined by USPAP.  
 
The appraisal and this report are subject to the attached certification limiting conditions, and other conditions as stated 
prominently within the appraisal report. 
 
I trust that you will find this in order.  If there are any questions or if you need further information, please feel free to call me.  
I greatly appreciate your business and stand ready to serve you at any time. 
 
Regards, 

 
___________________________________ 
J. Scott Robinson, MAI, SRA, AI-GRS 
State Certified General Real Estate Appraiser--A-2889 
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SUMMARY OF IMPORTANT FACTS AND CONCLUSIONS 

 
 
 
PREPARED FOR:     First National Bank 
       C/O Dale Mauch 
         
 
PREPARED BY:     J. Scott Robinson, MAI, SRA, AI-GRS 
       Robinson Associates 
       123 S. Main St., Suite 202 
       Salisbury, NC  28144 
 
SUBJECT PROPERTY 
LOCATION:      6235 US 52 Salisbury, NC  28146 
 
PROPERTY OWNER: Old Stone Ventures, LLC—see addenda. 
 
 
DATE OF APPRAISAL:     July 6, 2017 
 
 
PURPOSE OF APPRAISAL    Develop an opinion of the market value of the subject 

property as is, as of the effective date of the appraisal   
 
PROPERTY RIGHTS 
APPRAISED Fee Simple 
 

 
 
ZONING: The property is zoned   HB--Highway Business—subject 

allowed 
 
 
TAX MAP REFERENCE:    Map   628 Parcel 162 
 
 
LAND AREA:      0.65  +/- Acres 
 
 
EXISTING  
IMPROVEMENTS: 1 story   retail shop, working warehouse, and support 

improvements paved parking, access, landscaping and 
signage— 7,910 square feet 

 
 
LEGAL DESCRIPTION:    See attached exhibits 
         
 
 
 
PRESENT USE:      Retail facility--one tenant  
 
 
HIGHEST AND BEST USE:    As vacant—retail development to density allowed 

As is—5,000-8,000+/- sf retail strip center multi tenant   
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APPRAISAL PROCEDURES APPLIED:   Sales Comparison Analysis   
       Income Analysis 
         
    
  
 
VALUE ESTIMATE BY SALES   
COMPARISON APPROACH    $    633,000--as is stable occupancy fee simple     
         
 
 
VALUE ESTIMATE BY 
INCOME APPROACH     $    561,000-- as is—stabilized—fee simple 
 
 
FINAL opinion OF MARKET VALUE $    600,000—as is—fee simple 
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SCOPE OF THE APPRAISAL 

 
 The Appraiser has through applicable methods followed a valuation process which attempts to produce a report that 
is meaningful to the client and not misleading.  In this report: 
 
 The problem has been defined as the determination of market value for the subject property as of the appraisal date.  
All definitions, limiting conditions, etc. are obtained from materials provided by the Appraisal Institute.  The Appraiser 
continually attends courses, seminars, and receives publications which keep him current on acceptable terminology and 
techniques. 
 
 General data including information on the region, city and neighborhood are obtained from local demographic 
providers, census data and public records. 
 
 Specific data is constantly updated and verified from local participants in the market.  This includes comparable 
sales, comparable rents, expense, rates and expectations.  The Appraiser subscribes to Marshall Valuation service which is 
used where applicable to verify local contractors’ bids or indication of estimated replacement/reproduction costs.  Data on 
vacancies, tax trends, competition, and other relevant information is maintained such that accurate and objective 
determination with regard to the subject can be made. 
  
  Sales Comparison and Income Analyses are performed to the extent that they are relevant and the subject and the 
defined appraisal problem.   In this case these are fully employed and all data is verified by at least two sources one direct. 
 
 Finally, all information pertinent to the appraisal is analyzed for substantive relevance and final value estimate is 
determined through correlation. 
 
 The appraisal is done in accordance with the attached contingent and limiting conditions provided at the end of the 
report.  This is an appraisal report as defined by USPAP and is intended to fulfill any additional requirements of First 
National Bank.   
 
 All inspections were made by the Appraiser (7-6-2017) and include basic interior and exterior inspections.  The 
Appraiser is not a licensed contractor and cannot make judgments that relate to the operating order of major systems within 
the subject.  Sketches, pictures, etc. are provided to aid reader in understanding.  
 

No assumptions can be made by me or inferred by statements in this appraisal report regarding structural integrity, 
mechanical condition(s), or environmental factors. 
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PURPOSE OF THE APPRAISAL 
 

 
 The purpose of the appraisal is the stated scope of this assignment which is to examine the subject property, the local 
market and through appropriate and effective methods develop an opinion of market value of the subject property as of the 
specified date of the appraisal. 
 
 Market value as defined in this report is: 
 
 
  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   
  sales concessions granted by anyone associated with the sale. 
 
Federal Register, vol.55, no. 163, August 22, 1990, pages 34228 and 34229; also quoted in the introduction to the Standards 
of Professional Appraisal Practice of the Appraisal Institute. 
 
  
 

PROPERTY RIGHTS APPRAISED 
 

 In this report, the Appraiser will provide an opinion of market value of the fee simple interests, for the subject 
property as of July 6, 2017.      
 
 These interests are of course subject to the normal limitations of taxation, eminent domain, police power, and 
escheat.    

FUNCTION OF THE APPRAISAL (Intended Use & User) 
 

 The function of this appraisal is developing an opinion of market value of the subject property for First National 
Bank.   It is the Appraiser's understanding that this report will serve as an aid to determine collateral value for internal 
financial or mortgage lending purposes.  First National is the sole intended user and the use defined above is based on the 
attached engagement letter. 
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SITE ANALYSIS 
 

DIMENSIONS:       Irregular x 0.65 +/- acres  
 
CORNER LOT?       No 
 
DO PRESENT IMPROVEMENTS 
CONFORM TO 
ZONING REGULATION?     yes 
 
ELECTRICITY:      Public 
GAS:        Public 
WATER:       Well   
SAN. SEWER:       Septic  
UNDERGROUND ELECTRICITY 
& TELEPHONE?:      No 
 
STREET ACCESS:      Public 
SURFACE:       Asphalt Paved 
MAINTENANCE:      Public 
STORM SEWER:      Yes 
SIDEWALK:       Internal 
CURB/GUTTER:      Concrete 
STREET LIGHTS:      Utility 
 
TOPOGRAPHY:      Generally Level to rolling 
SIZE        Average for Area 
SHAPE:       Irregular 
VIEW:        Average for Area 
DRAINAGE:       Appears Normal 
LANDSCAPING:      Typical 
 
IS PROPERTY IN A DESIGNATED 
FLOOD HAZARD AREA     No 
 
  The subject site is a single tax parcel commercial site located in Granite Quarry, in southern Rowan County. 
 
 The site is relatively level and generally slightly below the grade of the surrounding streets.  It is served by full city 
utilities and services. 
 The site is mostly improved with building or paved/graveled parking areas.  There are some landscaped areas on the 
site. 
 Access to the site is good along US highway 52 which is a major connector for the area.   There is additional access 
from a side street (Brown Street). 
 
 No adverse soil, subsoil or environmental conditions are known to exist which would affect the subject property.  
No adverse environmental factors were observed upon inspection.  The appraisal assumes none exist.  Any existence of 
environmental problems, past or present renders this report subject to revision.  The appraisal assumes adequate compacting 
of the soil has occurred and that the site is essentially suitable for construction if it were vacant.  In general, the subject site is 
suitable for development as it has been. 
 
See exhibits which follow  
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Plat Map 
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Tax map 

 

 
Zoning 
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Topo map 

 

 
Aerial 
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Photographs 
 

 

 
 

Storage/retail space 
 
 

 
Front view 
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US 52 
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Front covered porch 
 
 
 
 

 
Interior offices area 
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Break room 
 
 
 
 

 
Retail showroom 



Commercial/Retail Strip Center                     

 Appraisal Report—Opinion of Market Value—as is---------------------------------------------Page16 

 
 

Retail showroom 
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Storage 
 
 

 
Production area main building 

 
 
 
 
 



Commercial/Retail Strip Center                     

 Appraisal Report—Opinion of Market Value—as is---------------------------------------------Page18 

 
 
 

Production areas main building 
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Production areas 
 
 

 
 

Office 
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Rear of main building 
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New production and warehouse building 
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Production and warehouse building  
 

 
Side of main building 
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Rear of main building 
 

 
Exterior of new production and warehouse building 
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Front views 
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Storage area 
All areas of both buildings are both heated and cooled. 
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IMPROVEMENT ANALYSIS 
 
  
The subject consists of two buildings (see plat map), one of which was originally constructed in the early 1970’s and one 
constructed in 2012.  The older building is part of what war an Indian River Retail facility.  It has since been other retail 
operations including the current winery.  A portion of that original building is attached, but has been separately platted and is 
a residence for the most previous owner.  The subject area has recently been upfit to the retail winery with retail, office, 
work/production, and storage areas.  It is a good quality masonry building and has an overall effective age of +/- 12 years.  It 
is fully heated and cooled and has a functional layout that includes cooled storage, retail, office, work/production, and other 
areas. 
 
The second building is a metal class s good quality production and warehouse building.  It has 20+ ceiling heights and high 
end HVAC, good lighting and generally an open format floor plan with average distribution capabilities. 
 
The overall utility and condition of the buildings is good with significant remaining economic life from a physical and 
locational/supply and demand standpoint.  This is a high traffic portion of Granite Quarry and the building suits the local 
needs well. 
 
The buildings were constructed in 1972 and 2012 and are estimated to have an effective age of 8 average overall years. This 
is due to positive levels of maintenance over time and the care shown for the property.  Overall depreciation from all causes 
is estimated to be 20 % with an estimated remaining economic life of 32 years+/-. 
 
All systems including the roof cover, HVAC, plumbing, and electrical are assumed to be in good working order.  No 
significant items of deferred maintenance are observed or known.  No adverse factors or conditions of an environmental, 
soil/subsoil, or other factor are known or assumed to exist. 
 
I have visually inspected each of the buildings (all areas) and find the interior condition to be similar to the exterior. All 
finishes are of average quality and are in average to good condition.  Finish materials include: 
 
Tile and/or carpet floors, painted drywall or block or insulated interior walls, ceiling tiles, fluorescent lights, full HVAC, 
adequate plumbing for each unit, and individually metered utility services.  The units and the overall center function well in 
their intended use.   
 
Current Occupancy, as stated in the income analysis is 100% owner occupied.  Market vacancy is showing 8-12% in the 
general area for similar use properties. 
 
  

 
Various exhibits follow to aid the reader.  See also the photographs. 
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Open format in the rear building.  Mixture of retail and production in the front building—see photos. 
 

OWNERSHIP & HISTORY 
 

The subject property was purchased by the current owners October 10, 2012 per deeds records.  The purchase price was 
$474,500 and appears to have been arm’s length.  There have been no out conveyances since that purchase, and the prior 
owners (see deed) had owned the property for many years.  Since the purchase, the current owners have renovated and upfit 
the original building to its current state and added a 2,240 square foot building at the rear.  It was constructed late 2012.  
Overall the two buildings work well together as a retail use that requires both production areas and storage.  The adaptability 
of the facility to other uses makes it marketable to more than the current user.  As is, the current layout and physical attributes 
of the facility serve the owner and their use well. 
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TAX & ASSESSMENT ANALYSIS 
 
 

ASSESSED VALUE:    $  370,039    
 
TAX RATE     $  0.7525  per 100.00 Valuations 
 
TOTAL TAX:     $  2,785 ($0.35 /SF) 
 
SPECIAL  
ASSESSMENTS     NONE KNOWN TO APPRAISER 
 
 Real Estate in Rowan County is assessed according to the North Carolina Machinery Act.  This act states that the 
assessment should be based on 100% of market value.  The current tax rate is applied to this market value. 
 
 Local tax rates are not prohibitive to the average owner.  The estimated assessed value and subsequent tax on the 
subject is within the norm for the area and property type and highest and best use and does not affect the subject property in 
either a positive or negative manner.  The assessment and subsequent tax liability is lower than the current market value.    
 

I have compared the subject’s assessment with other retail properties in the area and it appears to be appropriately 
assessed given the local norms for this type property. 
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NEIGHBORHOOD ANALYSIS 
 

  The subject is located in an area of southern Rowan County known as the Granite Quarry area (actually just south of 
Granite Quarry).  Granite Quarry is a small town that relies on the local population and county demographics for economic 
support.  Within this area there are a number of varied, but interdependent uses typical of a small town.  Immediate uses are 
more commercial as the area has developed over recent years and these are surrounded by mixed uses including residential 
and light manufacturing. 
 
 The “neighborhood”, beyond good accessibility, is surrounded by fairly dense population.  This portion of Rowan 
County has over the recent years experienced solid residential growth, and is influenced by commercial traffic.  Schools, 
varied and numerous employers, and mixed levels of housing are all within typical distances of the subject neighborhood. 
 
 As mentioned earlier, the subject neighborhood is in a “modest growth” stage, with land values, rental rates, and 
occupancies showing positive trends.  These trends are fairly steady, but not so fast as to increase competitive available 
properties to the point that vacancies would increase and rent rates decline.  This is, even in the current market, not a 
speculative market.   
   
 In summary, the subject neighborhood provides a positive environment for development in a manner consistent with 
the subject’s current and long term commercial/retail use.  No adverse factors, physical or environmental, are known to exist 
which would negatively affect the neighborhood. 
 
 The subject is subject to tax by both the county of Rowan and Providence volunteer fire district.  The predominate 
commercial uses in the area support the subject’s property type and use.    
 
 In summary, the subject neighborhood provides a positive environment for development in a manner consistent 
with needs for good access and exposure, including professional office, service, and retail uses.  No adverse factors, 
physical or environmental, are known to exist which would negatively affect the neighborhood. 
 

Location Maps 
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ZONING CONSIDERATIONS 
 
 The subject property is currently zoned HB Highway business.   This is   typical of the area, and appropriate for the 
subject’s current and highest use.   
 

The appraisal assumes that the subject complies with all local zoning and other codes, etc.    The appraisal is based 
on the fact that the subject is zoned such that it is allowed outright.  Any deviation from this assumption would render this 
appraisal subject to revision. 
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HIGHEST AND BEST USE ANALYSIS 
 
 Purpose and Function of the Analysis 
 
 The purpose of the highest and best use analysis is to determine the use of the property that would provide the 
highest value.  The highest and best use conclusion also defines important market factors which affect the valuation and other 
sections of the appraisal. 
 Definition 
 The definition of Highest and Best Use found in The Dictionary of Real Estate Appraisal second edition is: 
"The reasonably probable and legal use of vacant land or an improved property, which is physically possible, appropriately 
supported, financially feasible, and that results in the highest value.  The four criteria the highest and best use must meet are 
legal permissibility, physical possibility, financial feasibility, and maximum productivity." 
 
Highest & Best Use of the Land as Vacant 
Purpose 
 In this section, consideration is given to potential uses of the site which meet the criteria mentioned above and 
provide the highest land value.  These considerations aid in the selection of comparable sales used in the site valuation.  
Potential obsolescence exists if the highest and best use of the site as though vacant differs from the highest and best use of 
the site as improved. 
Conclusion 
The subject site, if vacant, would have the highest value if available for construction of a 5,000-6,000 sq. ft. commercial or 
retail space,   multi-tenant.  This use is permitted under the current zoning and restrictive covenants, is supported by existing 
land use patterns within the immediate area, is physically possible, and is financially feasible.  Supply and demand suggests 
that construction could begin on the subject site in the near term.  The most likely occupant would be   pre-arranged tenants.    
 
Highest & Best Use of the Property as Improved—“AS IS” 
 Purpose 
 In this section, the possible uses which will produce the highest rate of return are considered.  After a comparison 
with the ideal improvement seen in the as vacant section, the subject is considered for the following uses of the 
improvements: 
*  No Change 
*  Remodeling 
*  Renovation 
*  Conversion 
*  Demolition 
 This section also serves to aid in identifying appropriate comparable improved sales for the sales comparison 
analysis, and income comparisons. 
 
 As is the subject improvements maximize the site, possibly beyond what would be built today, so there is no surplus 
or excess land.  The subject has been well maintained and is in good condition with an estimated 30+ years’ remaining 
economic life.  There are no modifications other than occupancy of a small section of the building that would enhance the 
value or marketability.  As is the building provides substantial value in use or potential income generation that supports an 
overall property value far in excess of the vacant land. 
 
Conclusion 
 Earlier discussion identified the possible highest and best uses of the subject as; keep with no change, keep with 
remodeling, keep with renovation, conversion, or demolition.  The subject property as is represents, in my opinion, an 
optimum use for the site from use or from an income potential.   Additionally, the subject—as is—essentially maximizes 
the site and is currently fully owner occupied.       

The subject is therefore appraised as is, a 7,910+/- square foot retail commercial center. 

Estimated Marketing Time for the Subject 
 The subject property is well positioned for positive growth in value over the next few years.  This coupled with the 
current demand for accessible retail areas and other relevant characteristics makes the subject marketable in the current 
market.  It is estimated based on past sales and current conversations with investors, that a sale of the subject would most 
likely occur in 9-12 months.  The subject is assumed to have a marketing time of 9-12 months based on the factors 
presented above.  Exposure time of 9-12 months is assumed to have already occurred. These relationships suggest a stable 
market. 
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Valuation methodology—applicable analyses 
 The valuation process is the process by which data used to estimate the value of the subject property are gathered, 
classified, analyzed, and presented.  The first step is to define the problem, which is in this case to estimate the market value 
of the subject property as of the effective date of the appraisal.  Once this is accomplished, the appraiser gathers and analyzes 
the factors that have an effect on the market value of the subject property.  These factors are addressed throughout the report.  
A market value estimate requires an analysis of supply and demand in the subject's area.  This is incorporated in the area, 
neighborhood, and highest and best use sections of this report.  The supply and demand factors are the basis for the valuation 
as they drive each of the value approaches in the appraisal. 
 
 Generally, three approaches to value are applied; the cost approach, sales comparison approach, and income 
capitalization approach.  The income and sales comparison approaches are considered relevant to the subject of this appraisal 
and are included in this report as per the engagement letter and agreed upon scope of work.  Each of these approaches is 
explained in detail at the beginning of that section. 
 
 The final step in the valuation process is the reconciliation of all indications into a final opinion of market value.  
Each approach is tested for strengths and weaknesses with regard to data and procedures.  The purpose of the appraisal and 
the type of property have influential effects on the reconciliation as well.  The logic behind the determination of emphasis on 
one or more approaches and the final value opinion is summarized and the final opinion of market is stated. 

Sales Comparison Approach 
 
 
Introduction 
 
 The Sales Comparison Approach is based upon a comparison of prices that are paid for similar, competitive 
properties in the same or similar markets.  This approach is most useful when an abundance of recent, relevant data exists 
from which one can base conclusions.  Arm's length transactions are preferable in this approach.  The economic principle 
behind this method of valuation is that an informed and rational buyer will pay no more for the property than the cost of 
acquiring a substitute property with the same utility.  In this section, as in the others, the highest and best use of the subject is 
considered when selecting comparables.  In other words, the market value of a property is directly related to the prices of 
comparable, competitive properties, which have similar highest and best uses.  The concepts of anticipation and change, 
along with the principles of supply and demand, substitution, balance, and externalities, are basic to this approach to value. 
 
 The sales comparison approach is considered for this appraisal problem, and is employed and the results 
summarized following. 
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Qualitative analysis = $80/sf overall for all areas of subject  
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Summary of Sale Data—2 best from each category—subject is hybrid 
Characteristic Subject Sale 1 Sale 3 Sale 4 Sale 6 

 Salis/Granite 
Quarry 

Cannon Blvd. 
Kannapolis 

Hunter Rd. 
Huntersville 

Independent Pt. 
Pkwy 

Matthews 

Overhill Rd. 
Mooresville 

Sale Price $N/A $ 400,000 $ 950,000 $ 910,000 $ 765,000 

Cash Equiv. Adj - Cash = Cash = Cash = Cash = 

Date 7-2017     

Market Conditions Adj None None +5% +5% None 

Time Adjusted Sale 
Price at cash equiv. 

$  $400,000 $997,500 $955,500 $765,000 

Adj $/sf $  $83.33 $83.13 $79.63 $81.56 

OAR - N/A  N/A N/A N/A 

SF 7,910  4,800  12,000  12,000  9,380  

Use Retail/flex Retail Flex Retail/flex  Flex/retail 

Location Granite Quarry Kannapolis Huntersville Matthews Mooresville 

Location Adjustment - None None None None 

Age/Condition 46/4 act  good 16 act 16 act 25 act  12 act 

Age/Condition 
adjustment 

- -5%  -5% -0- -5% 

Quality/size/other Mixed—class c/s Class s Class s Class s mixed 

Site features/excess Full build Sim Sim Sim Sim 

      

Total adjustment - -5% -5% -0- -5% 

      

Adjusted price/sf -0-  $ 79.16 $ 78.97 $ 79.63 $ 77.48 

            

      
      

  
 
The sales above, offer some units of comparison indications that support an opinion of value for the subject.  These sales 
required few and relatively small adjustments, and due to the subject having a blend of both types (retail and flex) these offer 
solid support for the unit of measure indication expressed. 
 
Sales 1, 3, 4, and 6 used for comparison by quantitative analysis. 
 
Adjusted range = $77.48 to $ 79.63—upper end more reflective of subject due to ratio of retail to flex area 
 
 
Median is $79.50  
 
Overall opinion of market value based on quantitative analysis of sales summarized = $79.50--as is stable occupancy 
Qualitative analysis = $80/sf + 
Reconciled to $80/sf 
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Adjustments: 

 I have attempted to locate sales with limited adjustments.  Where none are made, the market data does not support a 
measurable difference. 
 

Market conditions —in the past two years there has been some slow growth mainly in line with inflation at 2-3% 
annually.  In this data set, sales 3 and 4 require 5% adjustments based on that. 
 
 

Location —thought the Kannapolis location is most similar, the other areas’ surrounding demand population is 
similar in effect though larger population, there is more supply.  The subject is well positioned in its local market and this is 
considered as a locational comparison. 

 
 Age/Condition —in these sales, NOI/sf or observed condition offer market support for the percentages shown.  
Overall performance of the property is directly a function of the condition and utility. Three of the sales are somewhat newer 
than the subject and require consideration for this item, though it is small because of the subject’s upfits, maintenance, and 
new building. 
    
 Size —Sensitivity in the range of sales considered here is not seen for economies of scale, especially in light of the 
subject’s two buildings and possible division if needed by another owner or occupant. 
None of note here in this data set 
 
 
 Site/other — No difference of measurable note here. 
  
Overall, though there are differences in the data, there is strong support of a fairly narrow range of value for the subject.  
These sales bracket the subject in many ways and after minor adjustment relate well to the subject overall. 
 
Based on these analysis, the subject’s value on a per square foot basis is estimated to be $80 by sales comparison.  $80 x 
7,910 = $633,000—as is. 
 
 
 

Value indication by sales comparison: 
$ 633,000 fee simple and stable occupancy—as is 
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Income Capitalization Approach 
 
Introduction 
 
 The income capitalization approach involves estimating the present value of the future benefits of property 
ownership.  The property's income streams and resale value upon reversion may be capitalized into a present, lump sum 
value.  This method of valuation, like the other two in this report, requires extensive market research and consideration of 
properties with similar highest and best use as that of the subject.  It, also like the other approaches to value, is not an 
independent method of valuation unrelated to the other approaches.  Anticipation and change, supply and demand, 
substitution, balance, and externalizes influence this approach to value as in the cost and sales comparison methods. 
 
 The income capitalization approach generally consists of three main sections.  The first section concerns the 
estimation of the potential gross income.  This is the total annual income that can be expected to be produced by the property 
assuming it is leased at market rates.  In the second section of this approach, vacancy allowances and operating expenses are 
analyzed from the subject and market data.  The resulting indications are then applied to the subject property's potential gross 
income so that a net operating income can be obtained.  In the third section, the net operating income (NOI) is capitalized 
into a value indication using one or more appropriate capitalization rate(s).  This is performed through consideration of not 
only overall capitalization rates, but also of expected yield rates based on comparative risk. 
 
Income Analysis 
 
Potential Gross Income 
 
 The potential gross income for the subject property is normally estimated by analyzing current contract rents for the 
subject property and comparable rental rates for similar facilities within the subject's market area.  These properties relate 
directly to the "ideal improvement" as defined in highest and best use.  Again, as in the sales comparison analysis, the 
comparables selected were selected for their compatibility with the subject regarding locational factors, occupancies, trends, 
etc.  The subject is currently fully owner occupied and no contract rents exist.  Market data is considered to establish market 
rent rates and terms for the subject to develop an opinion of value by the income approach.  As in the sales comparison 
approach, a mixture of properties is considered as the subject is a hybrid of retail and flex type space.  The following pages 
are summaries of some of the more relevant data considered to establish the market rent basis for the subject if it were to be 
leased on the market. 
Comparable rental data 
 
 The subject property is competitive in the local market and has features about it which increase its desirability. The 
market rental comparables   show a range of between $ 7 and $ 10 + per square foot at triple net terms.   I have considered 
locations and rentals that relate as closely to the subject as possible, and there is solid support for the subject’s estimated 
current market rent of $8.00 per square foot triple net.    
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 Estimate of Potential Gross Income (PGI) 
 

Potential gross income (PGI) refers to possible income from all sources resulting from the ownership of a property.  
Under the current market rate and terms lease scenarios, the Potential gross income is $ 63,280 + reimbursable expenses 
marketable at $ 8/sf annually to triple net terms.     
 
Note:  I have considered a 10% vacancy overall for the subject property based on market norms in this type at 8-12 %.  This 
is due to supply and demand factors for this space as compared with others in the market and within the subject building  
 
Vacancy and Collection Loss 
 

The Appraisal of Real Estate states that, "Vacancy and collection loss is an allowance for reductions in potential 
gross income attributable to vacancies, tenant turnover, and non-payment of rent."  I have relied on current market data for 
the estimate of the subject property's vacancy and collection loss amount.  The estimate of vacancy and collection loss is 
supported by the local market, and more specifically the immediate area experience.  Locally these combined expenses have 
stabilized at 0-12% based on location, condition of the improvements, and other factors.     The subject is estimated to have a   
realistic V + C loss that mirrors what is typical for newer properties is average demographic locations.  The actual vacancy as 
of the effective date of the appraisal is 0% as stated earlier.  Based, however on market norms, I have applied a market 
vacancy level of 10% over the term.  This is at the middle to upper end of the range but is, in my opinion reflective of the 
actual vacancy to be expected over time, plus some consideration for credit losses. 
 
Effective Gross Income (EGI) 
 
Effective gross income is "the anticipated income from all operations of the real property after allowance is made for vacancy 
and collection loss.”   The subject's EGI is estimated as follows: 
 
PGI:      
Rent:     $63,280 
Reimbursements:    $5,485 (Tax and insurance) 
Less VC loss (10%)   -$6,877 
EGI:     $61,888  
 
Management 5%    $ 3,094 
Reserves/Rep    $ 3,000 
Insurance    $ 2,700 
Taxes     $ 2,785 
Accounting/Misc    $ 1,200 
 
Total Expense—netnetnet   $  12,779 (7,924 owner (12%))   
Estimated   (stabilized) NOI =   $  49,109 
 
Estimate of Operation Expenses 
 
Operating Expenses - are those periodic costs to the owner of the property which are required to maintain it and allow for the 
continuation of production of gross income.  Operating expenses are generally broken down into fixed expenses, variable 
expenses, and replacement allowance.  These costs to the owner are gathered from the actual costs of the subject 
property and competitive market data.     Fixed expenses do not generally vary with occupancy, and have to be paid 
whether the building is occupied or not.   The owner does incur some variable expenses, which fluctuate with occupancy and 
time. NOTE:  Though the subject may be owner managed, prudent appraisal practice in this market dictates that 
management expense be considered in the estimation of the Net Operating Income. 
 
These estimated expenses are detailed below: 
 
   
 
Management - at 5% - this is typical of the local market as experienced by several developers and property managers.  This 
is the middle of the local range of 6-10% annually and is appropriate given the subject’s property type, location and tenant 
number and mix. 
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Reserves as shown annually.  This is based on necessary costs above common area maintenance needed to be accrued by the 
owner to cover major capital expectations such as HVAC, Roof, paving etc.  This is based on estimated sinking fund needed 
to replace these items as time elapses.  In this case, these are estimated to total $40,000+ every 15 years. Most of this is 
attributable to HVAC replacement, with some consideration for paring lot and other exterior repairs. This is extended to $  
annually. 
 
Taxes at the estimated actual amount or $2,785.  This is estimated to remain stable 
 
Insurance at $2,700 based on local information and actual costs typical of the area. 
 
Other CAM Costs (landscape maintenance, garbage, utilities—tenant only. 
 
Property Owner’s Association none 
 
Professional Fees/other $1,200—based on accounting fees for this type property for normal returns and some administrative 
costs.     
  
 The projected expenses as a percent of the effective gross income total   %. This falls within the typical percentages 
seen in the local market.   
 
Estimate of Net Operating Income (NOI) 
 
 Net operating income    is the anticipated net income remaining after all operating expenses are deducted from 
effective gross income but before mortgage debt service and book Depr. are deducted.   The net operating income is what is 
capitalized by an extracted rate to give a value estimate via this approach.  The reliability of this analysis is dependent on the 
objectivity of the income and expense projections for the subject property and upon the support for the capitalization rate 
applied to the new operating income.  The income and expense information for the subject has been well supported and is 
summarized within various sections of the income analysis. 
 
Capitalization of the Income 
 
 One method used in the income capitalization approach to convert a single year's income estimate into a value 
indication is direct capitalization.  This conversion is accomplished through dividing the net operating income by an 
appropriate overall income rate. 
     Net Operating Income 
     Value = Overall Capitalization Rate 
 
 Various techniques for estimating an appropriate overall capitalization rate, depending on the quality and quantity of 
data can be employed.  In the local market, typical buyers and sellers are knowledgeable about overall rates and the 
components which produce them.  Derivation through sales indications is common and the best understood method of 
arriving at an estimated capitalization rate in the local market by its participants.  The scarcity of overall sales precludes using 
this as the  derivation method.  Based on the reasons discussed above, the capitalization rate to be applied to the subject is 
derived not only from what limited sale data is available, but also from available investor and lender data relating to expected 
return of and on investments over time.  The inputs are market derived and result in an overall rate range of roughly 8.25% to 
9% (8.5 selected) which reflects some expected growth in both income and value over the period of ownership.   
The range of Overall rates per market rates as published in AI and other journals range from below 7% to over 10%.  
Median rates in the region   fall in the over 8-9+% range.  The subject is in good condition and is considered with 
current rent rates and upside potential.  These factors support cap rates more toward the middle of the range.  8.5-9 
% is most appropriate given the market factors related directly to the subject.    
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Band of Investment Calculation 
The Band of Investment is a yield capitalization method that is used to build a capitalization rate using 

just two components; financing and equity. The formula is: 
Cap Rate = F + E 

where: 
 
F = Financing Component 
E = Equity Component 

 
Band of investment at 6.5% interest rate for 25 years and Equity yield expectations of 11% with an 80/20 mix supports   

%: 
.0810 x .80 = 0.0648—mortgage component 

.11 x .20 = 0.022; 
Total = 0.0868 

without consideration for equity build up/or increase in value—supports 8.5-9 OAR as seen in regional market data  
 
Debt Coverage Ratio Analysis 
This method is synthesizes a capitalization rate with typical mortgage terms and is therefore geared toward the 
lender's perspective. The formula is: 
 
Debt Coverage Ratio x Loan to Value Ratio x Mortgage Constant = Cap Rate 
Debt coverage Ratio analysis: 1.3 market 

 @ 6.5%/25 years/80% LTV = 1.3 x .8 x 0.0810 = .0848 
This offers additional support for the estimated appropriate overall rate of 8.5-9%.  

 

 
 

Since subject is blended in use, the flex (above) market data and the retail market data (following) are considered as blended 

as well.  Good support for 8.75% as estimated as the market overall rate appropriate for the subject property. 
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Summary 
PGI:      
Rent:     $63,280 
Reimbursements:    $5,485 (Tax and insurance) 
Less VC loss (10%)   -$6,877 
EGI:     $61,888  
 
Management 5%    $ 3,094 
Reserves/Rep    $ 3,000 
Insurance    $ 2,700 
Taxes     $ 2,785 
Accounting/Misc    $ 1,200 
 
Total Expense—netnetnet   $  12,779 (7,924 owner (12%))   
Estimated   (stabilized) NOI =   $  49,109 
Opinion of market OAR   .0875% 
Capitalized value    $ 561,000 —rounded 
 
 

Opinion of value by income analysis: $ 561,000--rounded 
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Reconciliation & Final Value Opinion 
 
 Reconciliation is defined   as the last phase of any valuation assignment in which two or more value indications 
derived from market data are resolved into a final value opinion, which may be either a final range of value or a single point 
estimate. 

The subject property and the local market have been analyzed, and appropriate methods employed to estimate the 
market value of the fee simple estate of the subject property as of the date of the appraisal which is the purpose of the 
appraisal.  Three major methods of estimating value; the cost, sales comparison, and income approaches have been 
considered and two (sales and income approaches) have been developed using market data that is actual, verified, and as 
current to the appraisal date as is possible.  The indications of the applied approaches considered in this appraisal are outlined 
below. 
 
 In all approaches the appraiser considered the local factors of supply and demand (social, economic, governmental, 
and environmental) and highest and best use. 
 

Value Indications 
 

Cost Analysis = $ n/a 
 

Sales Comparison Analysis = $ 633,000   
 

Income Analysis = $  561,000 
 

 The range of indications from the two approaches employed shows a range of 11% which is wider than desired but 
not atypical for this type property.  Though the indications are reasonably similar there are still reasons for consideration of 
both approaches.  The appropriateness, accuracy, and quantity of evidence must be weighed in each analysis to help in the 
determination of the indication(s) to be most considered. 
 
 The sales comparison analysis is typically a “best measure” for the subject property type is data is readily available, 
local and relevant.  Though there is some relevant data, it is not as abundant as desired, and requires somewhat of a hybrid 
approach.  This is unavoidable.  I was able to extract some meaningful units of measure that are applied to the subject for a 
reasonable indication of subject value by this approach.  
 
  The Income Analysis in this appraisal problem provided good quality and quantity of data, and in the local market 
at the effective date of the appraisal is considered an appropriate method of estimating the value of an office type property.  
Blended uses were considered here as in the sales comparison. The availability data which required little or no adjustment, 
the favorable competitiveness of the subject in the local market, and the tightness of the range of indication from the data, 
results in an analysis which is accurate, objective, and appropriate in the local market.    
 
 The two applied approaches support each other, and in the final analysis, each indication is considered equally in the 
development of my opinion of market value for the subject. 
 
 Based on the analyses set forth in this report and the conclusions above, the subject is estimated to have an “as is” 
market value as of the date of appraisal (7-6-2017) of; 
 

Six Hundred Thousand Dollars 
$ 600,000--as is—fee simple—stable occupancy 

  
 

My value opinion is subject to the Certification, Assumptions, & Limiting conditions contained in this report, and to other 
assumptions as set forth in this document. 
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Certification of Value 
 
 
I certify that, to the best of my knowledge and belief: 
 
x the statements of fact contained in this report are true and correct. 
x the reported analyses, opinions, and conclusions are limited only by the reported assumptions and limiting conditions, and are  my personal, unbiased 
professional analyses, opinions, and conclusions. 
x I have no present or prospective interest in the property that is the subject of this report, and I have no personal interest or bias with  respect to the 
parties involved. 
x my compensation is not contingent upon the reporting of a predetermined value or direction in value that favors the cause of the client, the amount of 
the value estimate, the attainment of a stipulated result, or the occurrence of a subsequent event. 
x my analyses, opinions, and conclusions were developed, and this report has been prepared, in conformity with the Uniform Standards of Appraisal 
Practice. 
x I have made a personal inspection of the property that is the subject of this report. 
x no one provided significant professional assistance to the person signing this report   
x the reported analyses, opinions, and conclusions were developed, and this report has been prepared, in conformity with the requirements of the Code of 
Professional Ethics and Standards of Professional Appraisal Practice of the Appraisal Institute. 
x the use of this report is subject to the requirements of the Appraisal Institute relating to review by its duly authorized  representatives. 
x As of this date I have completed the requirements of the continuing education program of the Appraisal Institute. 
x I have not completed any appraisal or professional services on the property in the past three years prior to engagement. 
 
    

Signed                                                                                            Date           7-13-2017         
 
   J. Scott Robinson, MAI, SRA, AI-GRS 
 
 
Assumptions and Limiting Conditions 
 
This Appraisal report has been made with the following general assumptions: 
 
1. No responsibility is assumed for the legal description provided or for matters pertaining to legal or title considerations.  Title to the property is assumed to be good and marketable unless otherwise 

stated. 
2. The property is appraised free and clear of any or all liens or encumbrances unless otherwise stated. 
3. Responsible ownership and competent property management are assumed. 
4. The information furnished by others is believed to be reliable, but no warranty is given for its accuracy. 
5. All engineering studies are assumed to be correct.  The plot plans and illustrative material in this report are included only to help the reader visualize the property. 
6. It is assumed that there are no hidden or unapparent conditions of the property, subsoil, or structures that render it more or less   valuable.  No responsibility is assumed for such conditions or for 

obtaining engineering studies that may be required to discover them. 
7. It is assumed that the property is in full compliance with all applicable federal, state, and local environmental regulations and  

aws unless the lack of compliance is stated, described and considered in the appraisal report. 
8. It is assumed that the property conforms to all applicable zoning and use regulations and restrictions unless a nonconformity has   been identified, described and considered in the appraisal report. 
9. It is assumed that all required licenses, certificates of occupancy, consents, and other legislative or administrative authority  from any local, state, or national government or private entity or organization 

have been  or can be obtained or renewed for any use on which the value estimate contained in this report is based. 
10. It is assumed that the use of the land and improvements is confined within the boundaries or property lines of the property described and that there is no encroachment or trespass unless noted in the 

report. 
11. Unless otherwise stated in this report, the existence of hazardous materials, which may or may not be present on the property, was not observed by the appraiser.  The appraiser has no knowledge of the 

existence of such materials on or in the property.  The appraiser, however, is not qualified to detect such substances.  The presence of substances such as asbestos, urea-formaldehyde foam insulation, 
and other potentially hazardous materials may affect the value of the property. The value estimated is predicated on the assumption that there is no such material on the property that would cause a loss 
in value. No responsibility is assumed for such conditions or for any expertise of engineering knowledge required to discover them.  The client is urged to retain an expert in this field, if desired. 

12. Based on previous agreement, this report constitutes an appraisal report as defined by USPAP. Prior to July 2006 and as such the scope of work is defined at the onset of this report and based upon the 
agreement in the attached engagement letter. 

 
This appraisal report has been made with the following general limiting conditions: 

1. Possession of the report, or a copy thereof, does not carry with it the right of publication. 
2. The appraiser, by reason of this appraisal, is not required to give further consultation or testimony or to be in attendance in court with reference to the property in question  unless arrangements have 
been previously made. 
3. Neither all nor any part of the contents of this report (especially any conclusions as to value, the identity of the appraiser, or the firm with which the appraiser is connected)  shall be disseminated to the 
public in any form. 
4. The forecasts, projections, or operating estimates are based on current market conditions, anticipated short term supply and demand factors, and a continued stable economy.   These forecasts are, 
therefore, subject to changes with future conditions. 

 
 



Commercial/Retail Strip Center                     

 Appraisal Report—Opinion of Market Value—as is---------------------------------------------Page74 

ADDENDA 
x Deed copy 
x Engagement 
x Appraisers qualifications 
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