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PART FOUR – ANALYSIS OF DATA AND CONCLUSIONS 
 

MARKET CONDITIONS 
 

INTRODUCTION 
The market area is the physical area where similar properties effectively compete. It can also be 
envisioned as the area that contains the all the primary competition, and in certain cases, some 
secondary competition. Market areas may contain one or more neighborhoods, districts, cities, 
counties, or states.  
 

GENERAL MARKET AREA BOUNDARIES 
North Shepard Street 

East I-69 Highway 

South  E Kalamo Highway 

West Battle Creek Road 

 

DEMOGRAPHICS 
Physical Area: City of Charlotte 
Recent Population Level: About stable at 9,075 
Household Median Income: About stable at $42,752 
 

LOCAL UNEMPLOYMENT 
Physical Area: Eaton County, Michigan 
Recent Pattern: Gradually decreasing 
Approx. Percent: 5.3% 
 

FINANCING  
(for real estate like the subject) 
General Loan Availability: Ample availability; requirements mildly difficult 
Interest Rate Range: 3.50% to 6.0% 
Typical Loan-to-Value Ratio: 70 to 75% 
Typical Amortization Period: 15 to 30 years 
Loan Maturity / Balloon: 15 to 30 years 
 

LOCAL HOUSING 
Note: Local housing is a typically a good barometer of general consumer confidence. If residents 

are bidding up home prices, then they are generally confident about their jobs and the 
economy. Non-residential real estate often experiences price movement in the same 
direction. 

 
Physical Area: Charlotte, MI 
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Foreclosures & Short Sales: Are minimally present and now play a limited role in the current 
market  

New Construction: Minimal; recovering economic conditions are evident 
 

 
 
Expected Near Future 
Price Change: Expected to remain about stable to slightly increasing 
Overall Supply & Demand 
of Housing: Stable Supply; Buyer’s to Seller’s Market 
 

REAL ESTATE SIMILAR TO SUBJECT 
 
Rental Market 
Inventory of Competing 
Property for Rent: Excess Supply; Renter’s Market 
Rent Controls: None 
Rent Concessions: Not prevalent 
Expected Near Future Rent: Expected to remain about stable 
 
Sales Market 
New Construction: Minimal; reasonably recovering local economic conditions present 
Inventory of Competing  
Property For Sale: Slight excess Supply; Buyer’s Market 
Expected Near Future 
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Price Change: Expected to remain about stable 
Marketing Times: Stable to slightly decreasing 
 
Overall Market Conditions: Long sustained recovery of single-family residential housing 
  

REAL ESTATE CYCLES 
 
 

 
 

Segment Name Characteristics 

AB Expansion 
Growing demand, rental rates climbing above replacement cost, 
decreasing vacancy, concessions not prevalent, high profit 
potential stimulating much new construction 

BC Contraction 
Stable to weakening demand, stable to weakening vacancy, small 
concessions beginning to occur, rents stable to mildly weakening, 
profit potential shrinking so new construction slowing 

CD Recession 
Stagnant to declining demand, vacancy growing, rental rates 
falling, significant concessions prevalent, new construction virtually 
halted 

DA Recovery Demand strengthening, vacancy shrinking, rental rates starting to 
climb, concessions shrinking, new construction beginning to occur 

Appraiser(s) opinion of the 
approximate current point in 
the market cycle. 

Just past Point D 

Next Major Point Point A 

Time until next major point Approximately 1 to 2 years 

Source: Advanced Concepts and Case Studies, page 253, Appraisal Institute, copyright 2010  
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EXPOSURE TIME AND MARKETING PERIOD 
Exposure time is defined as: 
 

“The estimated length of time the property interest being appraised would have 
been offered on the market prior to the hypothetical consummation of a sale at 
the market value on the effective date of the appraisal; a retrospective estimate 
based on an analysis of past events assuming a competitive and open market.”9 

 
Marketing time is defined as: 
 

“An opinion of the amount of time it might take to sell a real or personal property 
interest at the concluded market value level during the period immediately after 
the effective date of an appraisal. Marketing time differs from exposure time, 
which is always presumed to precede the effective date of an appraisal.”10  

 
Understanding the relationship between the two concepts and how they are affected by changes in 
the market allows one to better estimate a reasonable period for exposure time and marketing 
period. This is based on the market, exposure time for similar properties located in adjacent 
communities as well as conversations with brokers regarding their listing portfolios. 
 
Based on observations researched in the local market, the appraiser has come to the opinion that the 
exposure time commensurate with the opinion of value for the subject property, as of December 31, 
2011, is up to 12 months. It is also our opinion that the exposure time commensurate with our 
opinion of value for the subject property as of December 31, 2012 is also up to 12 months. The most 
probable user for the subject property, based upon the above market analysis, is considered to be a 
continued single-occupant/owner, user.  
 
Several factors can influence a property's typical exposure time such as general economic conditions, 
cost and availability of financing, condition of the property, supply and demand for similar types of 
property. Also, how a particular real estate broker markets a property can also have a bearing on 
total exposure time. After considering the physical and economic characteristics of the subject 
property and assuming a reasonable asking price with marketing services provided by a professional 
brokerage company, the appraiser estimates a 12 to 18 month exposure time as adequate for the 
subject property. This would allow a sale price commensurate with market value to be obtained. 
 
As defined, the concept of exposure time is historical and is representative of that period of time prior 
to the effective date of the appraisal. Alternatively, the estimated marketing time addresses the 
period of time that it would take to sell the subject property at its estimated market value 
immediately after the effective date of the appraisal. Marketing time may or may not be related to 
the value presented. The actual sales price could increase, decrease or remain unchanged during the 
estimated marketing time and is wholly dependent upon potential changes in market conditions and 
the type of property considered. Predicated upon the property and property rights considered and 

                                        
9 Appraisal Institute, The Dictionary of Real Estate Appraisal, 5th Edition (Chicago: Appraisal Institute, 2010) 
10 Ibid 
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assuming no significant change in market conditions, the appraiser estimates the marketing time for 
the subject property at 12 to 18 months. 
 

HIGHEST AND BEST USE ANALYSIS: 

INTRODUCTION 
In this appraisal, Highest and Best Use is defined as: 
 

"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."11 

 
Therefore, a determination of the highest and best use of the property is vital to finding market 
value. 
 
The appraiser starts the analysis of highest and best use with a determination of the highest and best 
use of the site as if vacant and then determines the highest and best use as presently improved. The 
resulting conclusions, both as if vacant and as improved allow the appraiser to look at the property 
under both scenario's to determine if there are any functional or physical inadequacies in the 
property as it is presently improved. 
 
The highest and best use conclusion provides the basis for the appraiser’s application of the proper 
appraisal process and the remainder of the appraisal process is conducted in relation to these 
conclusions. Consequently, it is essential that highest and best use conclusions relate to the actual 
motivations of the market for the subject property.  
 
Also, highest and best use of a property must meet four criteria. These are as follows: "1) Legal 
permissibility; 2) Physical possibility; 3) Financial Feasibility; 4) Maximum Profitability."12  
 

 Legally Permissible The use must be legal or probable. That is, the use must conform to 
existing zoning restrictions, or there must be a reasonable likelihood a 
rezoning or variance may be granted. Private deed restrictions cannot 
be violated. 
 

 Physically Possible Physical attributes of the land that must be considered include size, 
access, shape, orientation, soil conditions, potential hazards, 
topography, and utilities. Physical attributes of the building that must 
be analyzed include design, size, efficiency, mechanical systems, 
floorplan, construction materials, quality, and physical condition. 
 

 Financially Feasible Land may be developed with different uses. Only those uses, which 
produce a positive net return over time with acceptable risk, are 

                                        
11 Appraisal Institute, The Appraisal of Real Estate, 13th ed. (Chicago: Appraisal Institute, 2008), 277.  
12  Ibid, 279. 



1310 S. COCHRAN STREET PART FOUR – ANALYSIS OF DATA AND CONCLUSIONS 

 
Affinity Valuation Group, LLC Page | 63 

 

deemed financially viable.  
 

 Maximum Productivity Of all uses that survive the first three tests, there is only one use, 
which produces the greatest return with the least risk. This single use 
represents the property's Highest and Best Use. Supply and demand 
are constantly fluctuating, so it is common for a property's highest 
and best use to change.  
 

If the proposed highest and best use does not meet all of these tests, it cannot be held as the 
highest and best use of the property; whether vacant, or improved. The highest and best use of the 
site as though vacant assists the appraiser in determining the presence of possible excess land and 
the land will be valued in the cost approach and other approaches based on the highest and best use 
as if vacant. The highest and best use as improved assists the reader in visualizing the existing and 
proposed improvements and making a determination as to their economic, physical and financial 
feasibility as constructed or proposed for the site. 
 
Highest and best use analyses can be categorized into two different levels of detail; 

 Inferred  
 Fundamental 

This appraisal's type of analysis is disclosed below. A fundamental analysis forecasts future demand 
from projections of broad demographic and economic data like population, income, and 
employment. Existing supply is inventoried. Then the relationship of supply and demand is weighed 
to determine net demand. If net demand is positive, then more of that property type is needed. Of 
course, the opposite is also true. 
 
An inferred analysis is based on local trends and patterns from which inferences are made. This type 
analysis presumes that recent past trends will continue for the near future. Sale prices, number of 
competitive listings, marketing intervals, and / or price changes for other similar properties infer there 
is adequate demand for the subject at a price level congruous with this data. An inferred analysis 
emphasizes historical data while a fundamental analysis is based on expected future occurrences. 
 
The identification of the "ideal improvement" is an essential element of highest and best use as now 
improved. If the property appraised has the same or similar attributes as the ideal, then the subject 
has no or minimal depreciation. Obviously, the opposite also applies. The ideal improvement is 
always new with no depreciation.  
 
Zoning permits a variety of similar uses or related accessory uses. Nearby lands are compatibly 
zoned. Physical attributes of the property appraised are well suited to serve the use selected below. 
Usage of the property in this manner produces a positive reward with acceptable risk. There is no 
material potential for rezoning to a significantly different use. Demand for most property types under 
the current zoning classification is weak and development is not financially feasible at this time. 
 
Following below are summary considerations used to form two highest and best use determinations 
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for the property appraised. 
 

Type of Highest and Best Use Analysis -- 

Ideal Improvement Note: The ideal improvement identified below is 
as specific as the local market will allow: 

Recreational/Community Center 

 

HIGHEST AND BEST USE OF THE SITE 
Highest and best use of land or site as though vacant is defined as: 
 

“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.”13  

 
As previously defined, the four criteria that must be met by all potential uses include physical 
possibility, legal permissibility, financial feasibility and maximum profitability. Each of these criteria will 
be considered individually as they apply to the subject property’s assumed vacant site.  
 
Land use and development are typically regulated by city or county government and can often be at 
additionally subject to regional, state or federal controls. In analyzing the zoning and/or building 
codes for the subject property the appraiser will consider all current regulations and the possible 
likelihood of a change in the zoning code. Most of zoning ordinances identify and usually define the 
uses in which a property may be put without reservation or legal recourse. This is typically referred to 
as use by right. Following are the basic descriptions of the zoning or land use controls impacting the 
subject property on the date(s) of valuation. 
 
 Legally Possible Legal restrictions fall into two main categories - private and public. 

Private restrictions are agreements imposed by previous owners. 
Examples include access easements, use limitations, and leases. 
Public constraints include zoning, right-of-way easements, historic 
districts, and utility easements. Unless specifically stated otherwise, 
there are no known atypical public or private restrictions. Zoning 
permits a variety of residential and residential accessory uses. 

 
 Physically Possible Physical attributes commonly considered include size, shape, access, 

flood potential, topography, and availability of utilities. Characteristics 
that may be significantly detrimental but the appraiser(s) are not 
trained to detect or determine are environmental hazards and soil 
conditions. 

 

                                        
13

 Ibid, 135 
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There are no known environmental concerns or adverse soil 
conditions. The land is not located in a FEMA special flood hazard. 
Sewer and water connections are proximate and access is 
convenient. The subject's 6.53-acre corner site has adequate frontage 
along both Tirrell Highway and S. Cochran Avenue. The site is 
irregular in shape. Its location at the intersection of two roadways is 
very desirable for a variety of permitted uses by the local zoning 
ordinance. In summary, the subject's physical attributes are 
conducive for a variety of legal residential uses.  
 

 Financially Feasible Uses that are impossible or improbable physically and legally are first 
eliminated. Those uses that remain are then tested to determine 
whether they produce sufficient net income to fully pay for all 
operating expenses and provide adequate compensation for all 
invested capital. 
 
Demand for most property types allowed under the current zoning 
classification is weak. The determination of financial feasibility is 
dependent primarily upon demand. Overall price levels are not 
sufficient to support new construction in the overall market. We have 
not completed a detailed analysis of retail or mixed-use 
(retail/residential) demand; however, it is clear that the market is 
distressed at this time and speculative development is not presently 
financially feasible. 
 

 Maximum Productivity Maximum productivity is considered only if more than one use meets 
the first three tests. This concept holds land will be developed with 
the use that returns the most reward over time. However, the 
numerical return should not be the sole determinant. The numerical 
reward must be weighted within the context of risk. When a use is 
expected to produce a very attractive return but its successful ability is 
unlikely, the use is often eliminated from further consideration. 

 
Conclusion – As though Vacant  
With all factors considered, we are of the opinion that the highest and best use of the subject site "as 
vacant" would be to hold the site "as vacant" until such time that a mixed-use (retail/residential) or 
retail development (in accordance with its zoning and its use variance in place) can be economically 
and successfully justified.  
 

HIGHEST AND BEST USE AS IMPROVED 
The second consideration addressed in the highest and best use analysis defines the use which 
maximizes the value of the property as improved. It considers the subject property in its current state 
of condition (on each respective date of valuation) and verifies if it meets the four tests of physical 
possibility, legal permissibility, financial feasibility and maximum profitability. 
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Highest and best use as improved is defined as: 
 
“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 an new improvement 
would more than offset the cost of demolishing the existing building and 
constructing a new one.”14  

 
Highest and best use of the subject property as improved pertains to the use that should be made of 
the subject property in light of the existing improvements as well as the ideal improvement described 
at the conclusion of the analysis of highest and best use as though vacant. With any improved 
property, there are three possibilities for the subject that must be considered: 

1. Demolish the existing improvements and redevelop the site 
2. Continued the existing use 
3. Modified the existing use 

 
Conclusion – As though Improved 
The subject is currently vacant and formerly used by the State of Michigan as a National Guard 
armory location. Based on the size of the underlying site, the surrounding predominantly residential 
as well as recreational uses the highest and best use as improved is to be adapted to some form of 
recreational and/or community use. Directly east of the subject are the Veterans Memorial Park and 
Bennet Park. Also, just north as well as south of the subject are five churches located along S. 
Cochran Avenue.  It is apparent from the proximity of several houses of worship and two public 
parks that the alternative highest and best use should focus on both of these forms of uses.  
 
Note: In light of the foregoing highest and best use determinations, land, building, and/or rental 

comparables were selected with the same or similar highest and best use. This data was 
used to frame a value opinion for the real property being appraised. 

  

INFORMATION CONSIDERED, THE APPRAISAL PROCEDURES 
FOLLOWED, AND THE REASONING THAT SUPPORTS THE ANALYSIS, 
OPINIONS, AND CONCLUSIONS: 
 
The appraisal or valuation process is defined as: 
 

"The valuation process is a systematic set of procedures and appraiser follows to 
provide answers to a client's questions about real property value."15  

 
The appraisal process is an orderly program by which the problem is defined, the work necessary to 
solve the problem is planned, and the data involved are acquired, classified, analyzed and interpreted 

                                        
14 Appraisal Institute, The Dictionary of Real Estate Appraisal, 5th Edition (Chicago: Appraisal Institute, 2010) 

 
15 Appraisal Institute, The Appraisal of Real Estate, 13th ed. (Chicago: Appraisal Institute, 2008), 129. 
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into an estimate of value. The valuation of most properties is derived principally through three basic 
approaches to value: the sales comparison approach, the cost approach and the income 
capitalization approach. From the indications of these analyses and the weight accorded to each, and 
opinion of value is reached. The methodology involving the appraisal process generally includes the 
following: 
 

COST APPROACH 
The Cost Approach can be defined as: 
 

“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.”16 

 

The cost approach is devoted to an analysis of the physical value the property; that is, the current 
market value of the land, assuming it to be vacant, to which is added the depreciated value of the 
improvement present on the site. The latter is derived based on an estimate of the cost of 
reproducing the improvement, from which must be deducted accrued depreciation in terms of 
physical deterioration, functional obsolescence and economic obsolescence, if any might exist. 
Physical deterioration measures the physical wearing of the property as observed during field 
inspection. Functional obsolescence reflects a lack of desirability by reason of layout, style or design; 
an external obsolescence denotes the loss in value causes extrinsic to the property itself. 
 
The cost approach would on both respective dates of valuation provide some reliability and help to 
isolate any forms of obsolescence. The basis of the value determined by this approach is estimating 
the depreciated cost of the improvements along with combining the site value (as if vacant) 
considering its highest and best use. The nature of the subject appraisal assignment primarily 
emphasizes what similar buildings are selling for in the local and regional marketplace. Given this fact, 
any relevancy to relying upon the cost approach is there to provide additional support to the sales 
comparison approach. This approach to value is typically best utilized when a property being 
appraised is proposed or nearly has new building improvements.  
 

Since the subject property exists on both dates of respective valuation, it is generally found that 
similar existing comparables are not purchased on the basis of their depreciated cost new. This fact is 
further supported one of property becomes older and as either functional or external obsolescence. It 
is more typical to find buyers of properties similar to the subject determining an acquisition price 
based upon competing properties that exist currently in the market at or below the respective 
buildings replacement cost on the date of acquisition. Therefore, estimating all forms of accrued 
depreciation can be difficult which can weaken the cost approach to a point that it cannot be relied 

                                        
16 Appraisal Institute, The Dictionary of Real Estate Appraisal, 5th Edition (Chicago: Appraisal Institute, 2010) 
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upon in the final reconciliation. Given the fact this appraisal will be utilizing primarily the sales 
comparison approach. 
 

SALES COMPARISON APPROACH 
The Sales Comparison Approach can be defined as: 
 

“The process of deriving a value indication for the subject property by comparing 
market information or similar properties with the property being appraised, 
identifying appropriate units of comparison,  and making qualitative comparisons 
with or quantitative adjustments to the sale prices (or unit prices, as appropriate) 
of the comparable properties based on relevant, market derived elements of 
comparison.”17 

 

The sales comparison approach to value is based on the principles of supply and demand, 
substitution, and externalities. These principles state property prices are determined by the market. 
Values tend to be set by the price that would be paid to acquire a substitute property. Forces of 
supply and demand tend towards equilibrium and positive and negative external forces affect all 
types of property. An analysis of sales and listing data on properties having many similar 
characteristics to the subject is the traditional appraisal techniques used to estimate value in this 
approach. This approach involves diligent inquiry among local reputable real estate firms or investors, 
relative to the details of the sales utilized. Factors such as building size, land area, location, building 
age and physical condition, trend of the neighborhood and utility, as well as conditions of the sale, 
etc., were considered and used in a comparability analysis. 
 

Since there are a reasonable number of relevant comparable improved single occupant commercial 
service and/or light industrial building sales locally and regionally the appraiser has considered and 
utilized the sales comparison approach and the valuation of the subject property for both of the 
respective dates of valuation. 
 

INCOME CAPITALIZATION APPROACH 
The Income Capitalization Approach can be defined as: 
 

“A set of procedures through which an appraiser derives a value indication for an 
income-producing property by converting its anticipated benefits (cash flow and 
reversion) into property value. This conversion can be accomplished in two ways. 
One year’s income expectancy can be capitalized at a market-derived 
capitalization rate or at a capitalization rate that reflects a specified income 
pattern, return on investment, and change in the value of the investment. 
Alternatively, the annual cash flows for the holding period and the reversion can 
be discounted at a specified yield rate.”18  

 

                                        
17 Ibid, 255. 
18 Appraisal Institute, The Dictionary of Real Estate Appraisal, 5th Edition (Chicago: Appraisal Institute, 2010) 
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The income capitalization approach to real estate is a method of estimating the value based on the 
economic data with respect to the income yield of the property. In the case of real estate, income 
may be: 1) in the form of money, or 2) in the form of amenities. Amenities may consist of intangibles 
such as livability, pride of ownership and other benefits that depend on human opinion and taste. 
The income capitalization approach to value is a method of measuring the present worth of the 
future benefits to be expected from the subject. The income derived from the operation of the 
property is a calculation. The expenses are estimated in the rates of return on and of the investment 
are made. The techniques used will be varying depending on the specific property being appraised. 
However, this approach is based on the economic factors at work in the market. 
 

From the value estimates indicated by the three approaches, a final estimate of the property's value 
is selected through the process of reconciliation or correlation-as it has traditionally been termed. In 
the final reconciliation, the relative significance, applicability and extensibility of the value estimates 
derived each approach is way, with greatest reliance directed toward the approach that best relate to 
the type of property addressed in the appraisal.  
 

The appraiser was not able to research a reasonable number of comparable properties that are 
leased or available for lease to compare to the subject in order to estimate a market derived lease 
rate to apply to the subject property. Also, it is the appraiser's opinion that vacancy and bad debt or 
collection loss could be an issue that would directly impact the subject property given the way the 
property is occupied by a single occupant. Also, operating expenses to the owner could be higher 
given the age and older design of the structure that would likely be passed through to the tenant as 
billable items. Therefore, the income approach was considered but not utilized for either retrospective 
date of valuation for the subject property. 
 

FINAL RECONCILIATION 
The appraisal process concludes with the final reconciliation of the values derived from the 
approaches applied for a single estimate of market value. Different properties require different means 
of analysis and lend themselves to one approach over the others.  

ANALYSES APPLIED 
According to USPAP, all valuation approaches that are applicable to the interest being appraised and 
necessary to produce credible results must be developed. The relevance and development of each 
major approach is listed below. 
 

 
Applicable & 
Necessary 

(Developed) 

Applicable yet 
Unnecessary 

(Omitted) 
Not Applicable 

Not Applicable 
but included at 

Client’s 
Request 

Cost Approach X    

Sales Comparison X    

Income 
Capitalization 

  X  
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Applicable and necessary approaches were selected for development after consideration of available 
market data, and the client's intended use. If the income approach was omitted, leases burdening 
the subject, if any, were not examined to determine their effect on value. An approach considered 
not applicable was omitted because this valuation methodology is not appropriate for the property 
being appraised, or sufficient data to properly develop the approach was not available. Any approach 
judged not applicable, yet included in this report, was developed solely at our client’s request. Data 
used to develop an approach in this last category is likely to have a low degree of comparability to 
the subject. No emphasis was given an approach deemed not applicable but included. 
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SALES COMPARISON APPROACH 
 

INTRODUCTION 
According to the Dictionary of Real Estate Appraisal, 5th Edition. (Appraisal Institute, 2010), the sales 
comparison approach is defined as: 

“The process of deriving a value indication for the subject property by comparing 
market information for similar properties with the property being appraised, 
identifying appropriate units of comparison, and making qualitative comparisons 
with or quantitative adjustments to the sale prices (or unit prices, as appropriate) 
of the comparable properties based on relevant, market-derived elements of 
comparison.” 

 
The Sales Comparison Approach to value is based on the principle of supply and demand, 
substitution, balance and externalities. These principles state property prices are determined by the 
market. Values tend to be set by the price that would be paid to acquire a substitute property. Forces 
of supply and demand tend towards equilibrium and positive and negative external forces affect all 
types of property. An analysis of sales and listing data on properties having many similar 
characteristics to the subject is the traditional appraisal technique used to estimate value in this 
approach. This approach involves diligent inquiry among local reputable real estate firms or investors, 
relative to the details of the sales utilized. Factors such as building unit size, age, physical condition, 
land area, location, trend of the neighborhood and utility, as well as conditions of sale, etc., were 
considered and used in a comparability analysis.  
 
The basis for the Sales Comparison Approach is the comparable sale. A comparable sale is one that 
by analysis and adjustment would logically indicate what the subject would sell for if available for sale 
as of the date of appraisal. An attempt was made to locate recent sales in the subject's market area.  
 
A total of four religious facility sales are presented as follows and are considered the best indicators of 
the subject's value based on the previous highest and best use analysis conclusions. Following is a 
location map for each of the comparable sales, comparable sale data sheets, market comparison 
grid, and discussion of comparable sales and reconciliation of value. 
 



1310 S. COCHRAN STREET PART FOUR – ANALYSIS OF DATA AND CONCLUSIONS 

 
Affinity Valuation Group, LLC Page | 72 

 

COMPARABLE PROPERTY LOCATION MAP  
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ID 5 Date 7/6/2012

Address 1615 East G Avenue Price $350,000

City Kalamazoo Price Per SF $65.85

State MI Transaction Type Closed

Tax ID 41-09-426-063 Financing Cash

Grantor Parchment Cristian 

Referendum Church

Grantee Lake Region Conference 

Association

Property Rights Fee Simple Verification Source Broker, Assessor, Deed

Acres 4.20 Topography Level

Land SF 182,952 Zoning Description Residential

Shape Rectangular Flood Zone None

Environmental Issues None Encumbrance or 

Easement

None

GBA 5,315 Parking Asphalt on-site

No. of Buildings 2 Year Built 1964

Construction Wood Frame Condition Average

Year Built 1964 Condition Average

Condition Average EGIM --

Transactional Data

Comparable No. 1

Comments

Building

Older religious facility located in suburban Kalamazoo situated on 4.2 acres with a total of 5,315 

square feet of gross building area. The property has a total of two buildings the main structure was 

originally constructed in 1964 and was remodeled in 1994. At the time of sale, this property was in 

average overall condition.

Site
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ID 316 Date 10/19/2012

Address 1441 NE Leonard Street Price $215,000

City Grand Rapids Price Per SF $20.09

State MI Transaction Type Closed

Tax ID 41-14-17-480-023 Financing Cash

Grantor 1441 Leonard Street NE, 

LLC

Grantee Great Lakes Dist. of the 

Christian & Missionary 

Alliance

Property Rights Fee Simple Verification Source Broker, Assessor, Deed

Acres 0.47 Topography Level

Land SF 20,473 Zoning Description Residential

Shape Rectangular Flood Zone None

Environmental Issues None Encumbrance or None

Environmental Issues None Environmental Issues None

GBA 10,704 Parking Asphalt on-site

No. of Buildings 1 Year Built 1900

Year Built 1900 Condition Average

Condition Average EGIM --

Building

Neighborhood religious facility located in suburban Grand Rapids situated on 0.47 acres with a total 

of 10,704 square feet of gross building area. The property was constructed in 1900 and has been 

subsequently remodeled thereafter. At the time of sale, this property was in average overall 

condition.

Comments

Comparable No. 2

Transactional Data

Site
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ID 317 Date 10/25/2012

Address 15051 177th Street Price $185,000

City Grand Haven Price Per SF $20.09

State MI Transaction Type Closed

Tax ID 70-03-32-276-022 Financing Cash

Grantor Evangelical Christian 

Credit Union

Grantee Michigan Conference of 

Seventh-Day Adventists

Property Rights Fee Simple Verification Source Broker, Assessor, Deed

Acres 2.02 Topography Level

Land SF 20,473 Zoning Description Residential

Shape Rectangular Flood Zone None

Environmental Issues None Encumbrance or None

Environmental Issues None Environmental Issues None

GBA 21,021 Parking Asphalt on-site

No. of Buildings 2 Year Built $1,959

Construction Wood frame Condition Average

Year Built 1959 Condition Average

Condition Average EGIM --

Transactional Data

Site

Comments
Neighborhood religious facility located in suburban Grand Rapids situated on 2.02 acres with a total 

of 21,021 square feet of gross building area. The property was constructed in 1959 and has been 

subsequently remodeled thereafter. Included in the sale is the parsonage. At the time of sale, this 

property was in average overall condition.

Comparable No. 3

Building
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ID 318 Date 4/22/2013

Address 5701 Mt. Olivet Price $265,000

City Kalamazoo Price Per SF $29.12

State MI Transaction Type Closed

Tax ID 02-35-276-021 Financing Cash

Grantor Assemblies of God 

Michigan District

Grantee Bethel Baptist Church of 

Kalamazoo

Property Rights Fee Simple Verification Source Broker, Assessor, Deed

Acres 10.61 Topography Level

Land SF 462,172 Zoning Description Residential

Shape Irregular Flood Zone None

Environmental Issues None Encumbrance or 

Easement

None

GBA 9,100 Parking Asphalt on-site

No. of Buildings 2 Year Built 1959

Construction Wood frame Condition Average

Year Built 1959 Condition Average

Condition Average EGIM --

Neighborhood religious facility located in suburban Kalamazoo situated on 10.61 acres with a total of 

9,100 square feet of gross building area. The property was constructed in the 1960's and has been 

subsequently remodeled thereafter. Included in the sale is the parsonage house. At the time of sale, 

this property was in average overall condition.

Site

Building

Comments

Comparable No. 4

Transactional Data
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Comparable Analysis Grid

Address

City

State

Date

Price

GBA

GBA Unit Price

Property Rights

0.0% 0.0% 0.0% 0.0%

Financing

0.0% 0.0% 0.0% 0.0%

Conditions of Sale

0.0% 0.0% 0.0% 0.0%

Expenditures After Sale

Market Trends Through 1/23/2014 0.0%

Location

% Adjustment

$ Adjustment

GBA

% Adjustment

$ Adjustment

Year Built
% Adjustment

$ Adjustment

Acres

% Adjustment

$ Adjustment

Land to Building Ratio

% Adjustment

$ Adjustment

Condition

% Adjustment

$ Adjustment

$8.80

$0.00

-25%

-$7.28

$8.80

$65.85

$8.80

$29.12

10,704 9,100

0%

0.0%0.0%

$0.00

1/23/2014

-- $185,000$350,000

-25%

MI

$7.28$11.05 $8.36

1.91 to 1

Average

$0.00

0%

0%

Average

34.42 to 1

-10%

$0.00

23,723 5,315 10,704 21,021

-$32.93

-50% -40%

-$8.03 $0.00

Adjusted GBA Unit Price

Charlotte  

$65.85 $20.09

Kalamazoo

MIMI  

$0.00

Adjusted GBA Unit Price

Fee Simple

$0.00

$65.85 $20.09

$20.09

Conventional

7/6/2012

5,315

Grand Rapids

$215,000

10/25/2012

$265,000

10/19/2012

15051 177th Street

Comp 3

1441 NE Leonard Street

Comp 1 Comp 2

MI MI

Grand Haven

1310 S. Cochran Street 1615 East G Avenue

Charlotte  

$0.00

Cash

Transactional Adjustments

$29.12

$0.00

Fee Simple

Cash

Normal

0.0%

Fee Simple

Cash

Normal

Fee Simple

Cash

Normal

Fee Simple

Cash

23,723

Normal

21,021

5701 Mt. Olivet

Kalamazoo

Comp 4

4/22/2013

1959

$0.00

2.02

50.79 to 1

$0.00

0%

0%

-40%

9,100

-$11.65

0% 0%

$0.00$0.00

0%

20%

10.61

0%

4.19 to 1

20%

0.0%

Grand Rapids Kalamazoo

$29.12

Grand Haven

-25%

0%

$9.88Adjusted GBA Unit Price

11.51 to 1

-$16.46 -$5.02

6.27

$0.00

-10%

Average

-$2.91

AverageAverage

-$2.20

0%

4.20

$0.00

$1.76$4.02

1964
0%
1900

0.47

$0.00

$0.00

0%

Property Adjustments

$0.00

-25%

Kalamazoo

Early 1900's

-$6.59

1959

Subject
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IMPROVED COMPARABLES ADJUSTMENTS 

PROPERTY RIGHTS 
Agreements or laws create partial interests in real estate. A deed restriction or life estate usually 
reduces rights and value. If the subject is not affected by these limitations and a comparable is, then 
the comparables sale price needs an upward property rights adjustment. In another situation, 
unfavorable leases eliminate a landlord's right to collect market rent, so the real estate sells for a 
below-market price. If the property appraised has no lease adversities and a comparable does have 
unfavorable leases, then the comparable requires upward adjustment. Unless stated otherwise, 
property rights are virtually the same for the subject and all cited conveyances. Hence, no 
adjustments are necessary for this element of comparison. 
 

FINANCING 
Sub-market financing is a common technique used to finance the acquisition of real estate during 
periods of high interest rates. When non-market financing is used, the financing may be favorable to 
the buyer so the sale price is inflated. The elevated price can be described as a combination of the 
worth of real estate plus the value of advantageous financing. Since value created by financing is not 
real property, the contribution of the advantageous financing must be deducted from total sale price 
to derive market value for real property rights. In contrast, there are instances where the buyer 
assumes unfavorable financing, so the sale price is diminished. In the latter case, an upward 
adjustment must be applied to the sale price of the comparable which results in deriving the market 
value of the real estate. Unless a statement is made to the contrary, non-market financing was not 
used to acquire any comparable sale cited in this report. Therefore, no compensations are needed 
for financing. 
 

CONDITIONS OF SALE 
An adjustment for conditions of sale is necessary when a fundamental component of market value is 
violated. It could compensate for unusual buyer or seller motivations. As an example, when a seller 
gives a buyer an atypical rebate, discount, credit, or something of value to induce a sale, the sale 
price is usually inflated. In this case, it is logical to deduct the worth of the giveback from the sale 
price. Residual sums represent the property's market value. In another scenario, a buyer may pay a 
premium to facilitate an assemblage. In this instance, the premium must be deducted from the sale 
price to derive market value for that conveyance. Unless stated otherwise, no adjustments are 
necessary for conditions of sale. 
 

EXPENDITURES IMMEDIATELY AFTER SALE 
This is a situation when a buyer is compelled to invest additional money into a property immediately 
after acquisition for some atypical reason. Post-sale invested sums are appropriately added to a 
comparables sale price thereby producing an adjusted sale price. Examples are demolition costs or 
building-code compliance costs. Unless a contrary statement is made, no adjustments are necessary 
for post-sale expenditures. 
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ECONOMIC TRENDS 
Since market conditions generally change over time, and the date of an appraisal is of a specific date, 
a consideration for adjustment has been reviewed. The past sales must be examined in light of the 
direction of change between the sale date of the comparables and the valuation date of the subject 
property. An annual adjustment, if necessary, is estimated to compensate for a change in market 
conditions between the date of the individual transaction and the effective date of appraisal for the 
subject property.  
 
A study of supply and demand for local religious facilities was considered for determining if any 
economic trend condition adjustments are necessary. Based on the variety of the sales, their 
respective use by any particular type of religious denomination and functional utility no economic 
trending can be ascertained from the markets studied. Therefore, no market condition adjustments 
will be applied to any of the comparable sales utilized in this appraisal.  
 

LOCATION 
Each property was rated to the subject for locational aspects such as value growth potential, access, 
and general desirability. Those transactions with superior locations were adjusted downward and vice 
versa. Unfortunately, all of the comparables utilized are located in more urbanized markets with a 
greater degree of market participants which results in appropriate downward adjustments.  
 
PHYSICAL ATTRIBUTES 
 

LAND TO BUILDING RATIO 
The land to building ratio (L:B) is an index that reflects land use intensity. A large index signals more 
land is available for building expansion, on-site parking, green space, or storage, which often 
contributes more to value than a small index. Two of the comparables had much larger land to 
building ration and are considered superior with appropriate downward adjustments. Conversely two 
of the comparables have smaller land to building ratios with appropriate upward adjustments 
applied.  
 

GROSS BUILDING AREA (GBA) - SIZE 
Usually there is an inverse relationship between price and building size caused primarily by 
economies of scale associated with construction. That is, price per square foot tends to diminish as 
size increases. Three of the four comparables utilized were smaller than the subject with appropriate 
downward adjustments applied since smaller properties tend to sell at a greater rate per square foot 
than larger properties. 
 

AGE / CONDITION 
Better maintained or more modem buildings obviously command higher prices. Each analyzed 
transaction was compared to the subject for physical condition. Structures with superior physical 
condition relative to the subject were adjusted downward and vice versa. 
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DESIGN / FUNCTIONAL UTILITY 
Building design and functionality can also have a strong effect on overall desirability and market 
value. The subject and all comparables are some form of public gathering place in either being a 
place to worship or for the case of the subject property utilized a public gathering in military drill 
exercises. The general overall design and unit mix are considered reasonably similar whereby a 
purchaser of the comparables would possibly consider the subject as well in terms of comparability. 
 

ZONING 
All of the comparables all have similar overall zoning classifications and as such no major adjustments 
are required under this heading.  
 

SALES COMPARISON APPROACH CONCLUSION  
The required adjustments were explained above. These adjustments have been quantified and are 
shown in the prior table. Some of these adjustments are based upon the appraisers' professional 
judgment when data was insufficient to enable market extraction. The appraisers are well aware the 
cited conveyances are less than ideal comparisons. However, sales of more comparable properties 
were not discovered during our research. 
  
The adjusted values of the comparable properties range from $7.28 to $11.05 per square foot of 
building area including land; the average is $9.14 per square foot. All of the value indications have 
been considered, and in the final analysis, Comparables No. 2, 3 and 4 have been given most weight 
in arriving at our final reconciled per square foot value of $10.00.  
 

  Fee Simple Market Value  

Indicated Value per Square Foot: $10.00 
Subject Size: 23,723 

Indicated Value: $237,230 
Rounded: $237,000 

Two Hundred Thirty Seven Thousand Dollars 
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FINAL RECONCILIATION 
Final reconciliation is defined as: 

“The last phase in the development of a value opinion 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 appraiser personally inspected the subject property. The property was subjected to the direct 
sales comparison approach for the estimation of the fee market value. The income approach and the 
cost approach were considered but not utilized. All pertinent data relative to estimate the market 
value of the fee simple interest in the subject, including age, building and lot size, condition, location, 
zoning, sales of similar properties, kind of the neighborhood and other factors which tend to affect 
the value were considered. 
 
Usually implicit in the cost approach is the principle of substitution, as no knowledgeable buyer would 
pay more for property that it would cost to replace with the property of equal or similar desirability 
and utility. Normally, the replacement cost new, prior to deduction of accrued depreciation, plus land 
value, tends to set the upper limit of value. In the case of the subject property, as was previously 
discussed, the cost approach value is not considered applicable given the fact the property is older 
and much more difficult to accurately estimate all forms of accrued depreciation. Therefore, the cost 
approach was not utilized within the valuation analysis.  
 
The income capitalization approach to value is based on the principle of anticipation. That is, the 
value of a property is the present worth of its prospective net income and/or benefits during its 
productive life. The normal basis for estimating the net income of a property is by analyzing its 
income-producing potential. In making this analysis, the appraiser must consider the quantity, quality 
and durability of the subject income stream. The basis for estimation of economic rent is the 
comparable rental. The comparable rentals provide indication of the amount of income the subject 
can reasonably be expected to produce. After estimating the economic rental, vacancy and collection 
losses and operating expenses were deducted to arrive at an overall effect of net income, which is 
then capitalized into a value indication. 
 
The appraiser considered the income capitalization approach for the subject property, but given the 
specialized designed and having a long term history of being owner occupied this approach to value 
was not utilized in the valuation of the subject property. It is the opinion of the appraiser based on 
market observation that is would not provide a credible valuation for either retrospective date of 
value.  
 
An estimate of property value is also derived via the sales comparison approach by comparing the 
subject property with properties which have recently sold or are presently being offered for sale. The 
sales comparison approach is based on sales that have actually occurred and which can be verified 
through public records and/or parties to the sale. The sales comparison approach is generally 
considered a good indicator of value because it measures actual transactions that have occurred in 
the marketplace. It is noted, however, that no two parties are alike. All sales that were utilized in this 
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approach were carefully analyzed. Similarities or dissimilarities of the sale properties were noted 
which reflect the relative desirability and utility of the subject. Since there are currently few similar 
sales recently of similar properties locally, the direct sales comparison approach as improved even 
though considered, will be solely utilized with reasonable reliability.  
 
The sales comparison approach can be limited if sales data is scarce in a given locale. Lack of market 
activity might be attributable to a number of factors, such as the general decline of a neighborhood, 
property compatibility, or unavailability of financing. A lack of sales did relate to the subject; as there 
was limited market data to indicate market trends. Therefore, alternative types of comparisons were 
conducted that focused on religious church worship centers for elements in comparison to the 
subject. In spite of the extreme dearth of sales, the sales comparison approach has been given the 
most weight in arriving at a final opinion of value for the date of value.  
 
In conclusion, with sole support provided by the sales comparison approach the following is the final 
conclusion of as is fee simple market value for the subject property based on its fee simple interest 
property rights for the effective date of January 23, 2014: 
 

Two Hundred Thirty Seven Thousand Dollars 
$237,000 
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ASSESSOR DATA 
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CITY OF CHARLOTTE FUTURE LAND USE MAP   
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CITY OF CHARLOTTE CURRENT LAND USE MAP 

 

 




