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Name:  

HW5:  Using the Income Approach to Appraisal.  Type out your calculations unless you want a low score for this HW!

An appraiser has identifies the following office properties that sold recently are similar to the subject property.

	
	Comp1
	Comp2
	Comp3
	Subject

	PGI
	1,200,000
	1,500,000
	1,300,000
	

	V&C loss
	12%
	!2%
	12%
	12%

	EGI
	
	
	
	

	OpEx
	375,000
	472,000
	400,000
	436,000

	CapEx
	105,600
	132,000
	114,400
	125,000

	NOI
	
	
	
	

	Sales Price
	7,500,000
	9,600,000
	8,250,000
	


Subject Property:  Twenty suites renting for $4000 per month and eight suites renting for $4600 per month.  Vacancy and Collection loss is estimated to be the same as for the Comps.  The OpEx and CapEx are as shown in the above table.

What is the PGI for the subject?

What is the EGI for Comp 1?

What is the EGI for Comp 2?

What is the EGI for Comp3?

What is the EGI for the Subject?

What is the NOI (above line) for Comp 1?

What is the NOI (above line) for Comp 2?

What is the NOI (above line) for Comp 3?

What is the NOI (above line) for the Subject?

What is the Cap Rate for Comp 1?

What is the Cap Rate for Comp 2?

What is the Cap Rate for Comp 3?

What is the average Cap Rate?

Assuming the average Cap Rate you extracted above is applicable to the subject, what is the Indicated Value of the Subject, using Direct Capitalization?

What is the EGIM for Comp1?

What is the EGIM for Comp2?

What is the EGIM for Comp3?

What average the average EGIM for the Comps?

Using the EGIM approach, with the average EGIM for the comps, what is the indicated value of the subject using the EGIM approach?

If the NOI for the subject is going up 3% each year, and the terminal cap rate is 7.75% what is the projected selling price after five years?  

If selling expense is 4%, what is the net selling price?

What is your cash flow each year?  Use the table below to organize.

	     Year
	0
	1
	2
	3
	4
	5

	NOI
	0
	
	
	
	
	

	Sale
	0
	
	
	
	
	

	Total CF
	0
	
	
	
	
	


Using the discounted Cash Flow approach, with a 10% discount rate, what is the indicated value of the subject?

