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WATERBURY, CONNECTICUT 06705 
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March 15, 2008
Mr. Keith McEachern

77 Wood Creek Road

New Fairfield, Connecticut  06812

RE:
Prospective Value Estimate


72 Railroad Street

New Milford, Connecticut

Dear Mr. McEachern:

In accordance with your request, we have inspected the above referenced property for the purpose of estimating the Prospective Market Value (Prospective Value is defined as “a forecast of value expected at a specific future date) of a proposed mix-use development to be situated on 0.21± acres at 72 Railroad Street in New Milford, Connecticut.

Our estimate of Prospective Value is as of September 1, 2008, the projected date of completion of the proposed improvements.  Our estimate of Prospective Value assumes all proposed work will be completed in a good and workmanlike manner according to the plans and specifications provided by the developer.  

The proposed building will have retail/office, flex space on the main level and three, built-in  garages to the rear. There will be professional office space on the second level and three (3) residential townhouse units on the upper two levels.  Further, the building will be supported by a full, partially finished basement below.   The four levels above grade will contain a total of 13,000± square feet of gross area (25’ x 130’).  Excluding the rear garage space on the main level there is a total net leaseable area of 12,250± square feet above grade.  The lower level will include an additional 2,500 square feet of finished showroom/office space.   
Note:  The subject lot is bordered to the north by a paved parking area.  An easement in favor of the subject parcel will be purchased from the owner of the adjacent parking lot that will give access to half of the paved parking area, with a total of eighteen (18) parking spaces, for $75,000.00.  Therefore our Prospective Value estimate is based on an Extraordinary Assumption that the subject owner will complete a transaction with the abutting parcel to the north which will provide adequate off-street parking for the overall development.
In addition, our Prospective Market Value is based on the plans and specifications of a “Green Building” which will consist of “Hardi Plank” exterior siding and an architectural shingled roof.  There will be a 108 solar panel array along the southern exposure of the roof with the energy generated sufficient to power the fully insulated building.  A geothermal H.V.A.C. system will provide heat and air-conditioning for the building.

We have utilized all three approaches to value.  Based upon all of the data included within the body of this report, in our opinion, the Prospective Market Value of the subject, as of September 1, 2008, is:

THREE MILLION ONE HUNDRED THOUSAND DOLLARS

($3,100,000.00)
The analyses, opinions and conclusions which support this opinion of value are contained within this report and it is recommended that the entire report be considered in order to fully understand our value conclusion.

This report is intended for use only by the client, and for the intended purpose stated herein.  Use by others, for any purpose, is not authorized without the prior written consent and approval of Nocera, Dillon & Diorio LLC.

This report is prepared in conjunction with the attached Certification and is subject to the Assumptions and Limiting Conditions which are also attached.
Respectfully submitted,

NOCERA, DILLON & DIORIO LLC
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Ronald M. Diorio






Certified General Real Estate Appraiser

License No.: RCG. 159

Expiration Date:  April 30, 2008
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Summary of Salient Facts and Conclusions
Property Location:
72 Railroad Street


New Milford, Connecticut

Interest Appraised:
Fee Simple Interest

Legal Reference:
Volume 857, Page 379

Date of Appraisal:
Prospective Value – as of September 1, 2008

Site:
0.08± acres (3,484.80± s.f.) – Lot 32A
Building Size:
13,000  s.f. Gross area above grade/12,250 s.f. net leasable

Full basement (2,500 s.f. finished)
Current Taxes:
Mil Rate (2006) 21.34

Last Date of Revaluation 2005



Current:  $615.45


“As Complete:  $44,814 (est.)


Zoning:
VC (Village Center) 

Property Type:
Currently – Vacant Land 


Proposed - Mix-use Development
Highest and Best Use:
Proposed Use

ESTIMATES OF VALUE:

    Prospective Range of Value Indicated by Sales Comparison Approach:
$3,000,000.00 to $3,450,000.00
    Prospective Value Indicated by Income Approach:
$2,950,000.00

    Prospective Value Indicated by Cost Approach:
$2,850,000.00

FINAL PROSPECTIVE MARKET VALUE ESTIMATE
$3,100,000.00
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IDENTIFICATION OF PROPERTY
The property being appraised is identified with a street address of 72 Railroad Street in the Historic District of the Town of New Milford, Connecticut.  It is specifically identified as Lot #32A as depicted on New Milford Assessor’s Map 164. 

The site, which is now vacant, once supported the “Button Factory”, an historic downtown structure which was destroyed by fire. 

PURPOSE AND USE OF APPRAISAL
The purpose of this appraisal is to estimate the Prospective Market Value (defined below) of a Fee Simple Interest in the property “as proposed mix-use development.”  That estimate of Prospective Value is as of September 1, 2008, the projected date of completion of the proposed mix-use development.  Our estimate of value assumes all proposed work to have been completed as of that date (September 1, 2008) in a good and workmanlike manner, according to the plans and specifications provided by the developer.  

It is our understanding that this report is to be utilized by the client in determining the feasibility of providing financing for the project.  

Note:  The subject lot is bordered to the north by a paved parking area.  An easement in favor of the subject parcel will be purchased from the owner of the adjacent parking lot that will give access to half of the paved parking area, with a total of eighteen (18) parking spaces, for $75,000.00.  Therefore our Prospective Value estimate is based on an Extraordinary Assumption that the subject owner will complete a transaction with the abutting parcel to the north which will provide adequate off-street parking for the overall development.
DEFINITIONS
Market Value 
The following definition of Market Value is taken from Title XI of the Financial Institutions Reform, Recovery, and Enforcement Act of 1989 (FIRREA). 


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 United States dollars or in terms of financial arrangements comparable thereto; and


5.
the price represents a normal consideration for the property sold unaffected by special or creative financing or sales concessions granted by anyone associated with the sale.

Prospective Value 
The following definition of Prospective Value is taken from the Dictionary of Real Estate Appraisal, Third Edition, published in 2000 by The Appraisal Institute, Chicago, Illinois.


"A forecast of the value expected at a specific future date.  A Prospective Value Estimate is most frequently sought in connection with real estate projects that are proposed, under construction, or under conversion to a new use, or those that have not achieved sellout or a stabilized level long-term occupancy at the time the appraisal report is written."

Extraordinary Assumption
An assumption, directly related to a specific assignment, which, if found to be false, could alter the appraiser’s opinions or conclusions.
MARKETING TIME

In our Market Value Definition section, Market Value has been defined as having a willing buyer and a willing seller and a reasonable time allowed for exposure in the open market.  Our analysis of the subject property as well as a review of market conditions which would effect the sale of this property indicate that, if the subject were placed on the market for sale, it is believed that a sale can be completed in a twelve (12) month period, or less.

AMERICANS WITH DISABILITIES ACT
We have not made a specific compliance survey analysis of this property to determine whether or not it is in conformity with the various detailed requirements of Americans with Disabilities Act (ADA), nor have we considered possible non-compliance with the requirements of ADA in estimating the value of the property.  If the property is not in compliance with one or more of the requirements of the act, there could be a negative effect on the value of the property.

DISCLOSURE OF COMPETENCY
We have reviewed the appraisal assignment and we have identified the appraisal problem as stated in the Purpose of Appraisal Section of this report, and we confirm that we have the required knowledge and experience to complete this assignment competently.

SCOPE OF WORK

This appraisal, including its contents and methods of valuation, has been prepared in accordance with the Uniform Standards of Professional Appraisal Practice of the Appraisal Foundation and is in conformity with current federal regulations.

In determining the Prospective Market Value of the subject, all three recognized approaches to value have been considered. The Cost Approach, which combines the value of the land with the depreciated replacement cost of the improvements, as well as the contributory value of all other site improvements, has been fully developed in this report.  The Income Approach has also been developed and reflects an estimate of the net income achievable from the rental of both commercial and residential units, with that net income capitalized at an appropriate rate to reflect the value by the Income Approach.

The Sales Comparison Approach has been considered and fully developed. Since the subject can be considered a typical mix-use parcel, we have researched recent sales of similar mix-use improvements which have occurred in the general market area.  Adjustments were then made to each sale particularly for the subject’s new method of construction and unobstructed views of the Housatonic River and beyond to the west.  In addition, because the subject improvements are adaptable for condominium use, we have researched the competing condominium market, both commercial and residential.  We then made appropriate adjustments to each commercial and residential sale compared to the subject’s commercial/residential components.  
A correlation of the data derived from these analyses provides our estimate of the Prospective Value of the property being appraised as of September 1, 2008.  

This report considers the value of real estate items only and excludes any personal property or business interests.  Further, the Prospective Value estimate reflects the value of the property “as proposed” and assumes all proposed work to be completed, as of September 1, 2008, in a good and workmanlike manner according to the plans and specifications provided by the developer.  

LEGAL DESCRIPTION
The property being appraised is currently held in ownership in the name of 72 Railroad Street, LLC following the recording of a Warranty Deed on May 2, 2005 as recorded in Volume 857, Page 379-81 of the New Milford Land Records.  The property was acquired from the Nutmeg Mortgage Company.  A copy of the legal description has been included in the addendum of this report. 
ASSESSMENT DATA AND TAX BURDEN

The Town of New Milford assesses all real property at 70% of its estimated Market Value, as determined from the latest town-wide revaluation, in 2005.  

The subject is currently vacant land, proposed for development.  Its current (2006 Grand List) assessment is $28,840.00 and, based upon the current (2006 tax year) tax rate of 21.34 mils, the annual real property tax burden is $615.45.

Note:  Based upon our estimate of the Prospective Value of the subject ($3,000,000.00), the assessment would be ($2,100,000.00) (70% of Market Value) and, utilizing the current tax rate (21.34 mils), the projected annual property tax on the subject would be approximately $44,814.00.  This is only an estimate.  The actual assessment will be applied by the New Milford Assessor’s office.  

REGIONAL CHARACTERISTICS
The Town of New Milford is located in the Housatonic Valley Region (HVR), a ten town area located along and to the west of the valley of the Housatonic River.  The Region encompasses much of northern Fairfield County and a portion of southern Litchfield County.  The member towns - Bethel, Bridgewater, Brookfield, Danbury, New Fairfield, New Milford, Newtown, Redding, Ridgefield, and Sherman - form one of the fifteen planning areas in Connecticut.  The Danbury Labor Market Area and the Housatonic Valley Economic Development Region are also represented.  

Since its early colonization, the Region has evolved into an urban/suburban area with the most extensive development occurring in Danbury and in New Milford along the Housatonic River.  Danbury is on the main travel corridor from Connecticut into central New York State aided by Interstate 84 which links Connecticut with the major interstate highway system throughout New England.  In addition, the Region has access to lower Fairfield County through a highly developed state highway system.  This provides for good ties to the commercial and industrial development which exists and also makes the Region ideally suited as a residential area to support the employment markets of southwestern Connecticut and the Greater New York City area.

The natural features of the Housatonic Valley Region are rich and varied with numerous lakes, rivers and rolling hills.  Candlewood Lake, contributing to the recreational and residential attractiveness, as well as the quality of life in the Region, is a dominant natural feature.  The climate is typical of the Northeast, with temperatures ranging greatly depending upon the season of the year.

Each of the towns in the Region is unique.  Their distinctive characters range from the highly developed, urban employment center to the sparsely populated, rural residential community.

The information, statistics and data contained within this portion of the report have been extracted from the Town Profile, a publication of the State of Connecticut Department of Economic and Community Development, the State of Connecticut Department of Economic and Community Development, Public and Government Relations division, Research Section, the 2000 Census, and the State of Connecticut Department of Labor.

GENERAL POPULATION TRENDS
Population Growth
According to the 2000 Census, the 2000 population of the Housatonic Valley Region was 212,248 persons, a increase of 12.98% or 24,381 persons since 1990.  During this period, the state as a whole increased at a pace of 3.60%.

Between 1990 and 2000, Sherman was the Region's most rapidly growing community (36.24%), followed by Newtown (20.46%).  Bethel was the slowest growing community at 3.00% and no towns in the HVR decreased population between 1990 and 2000.

The Town Profiles estimated the 2003 region population to be 217,118.

Population Projections
According to projections made by the State of Connecticut Department of Economic and Community Development, the Region is expected to grow at a faster rate than the State as a whole.  The Region is projected to grow from a total population of 217,118 persons in 2003 to 224,781 persons by the year 2008, representing an estimated 3.5% growth for the decade.

Brookfield is anticipated to be the Region's most rapidly growing community (5.8%), followed by Sherman (5.6%), and Ridgefield (5.2%).  Redding is predicted to increase in population at the lowest growth rate, 1.3%.  No towns are expected to decrease between 2003 and 2008. 

Population Density
The Housatonic Valley Region has a slightly lower concentration of population than the State. In 2000, the Region had an average of 658 persons per square mile compared to 680 persons for the State as a whole.  Danbury had the highest concentration of population in the Region.  In 2000, Danbury had 1,777 persons per square mile, followed by Bethel with 1,076 persons per square mile.  Bridgewater was the least dense with 112 persons per square mile.  The remaining towns in the Region had densities between 176 persons and 791 persons per square mile.

Using the estimated population in 2003, the density of the region was 672 persons per square mile, compared to 696 persons per square mile for the State as a whole.  Danbury had the highest concentration with 1,809 persons per square mile.  Bethel followed with 1,097 persons per square mile.  Bridgewater had the least concentration of 114 persons per square mile.  The remaining towns in the Region had densities between 182 persons and 821 persons per square mile.

Age Distribution
The Age Distribution data was gathered from the Town Profiles and is based on the estimated 2003 population.

The Region's age distribution remained fairly constant when compared to the age distribution within the state.  The under 5 age group represents 7% of the area’s population, equal to that of the State.  Newtown, Ridgefield, New Fairfield and New Milford held the high for the Region with 7% of their total populations in that age group, while Bridgewater, with 4% of its population under 5 years of age, had the lowest percentage of its population.

The 5-17 age group in this Region represents 19% of the area’s population, higher than the state’s percent of 5-17 year olds (18%).  A high of 21% was evidenced in the towns of Ridgewater, New Fairfield, Redding and Newtown for this age group, while the towns of Danbury and Bridgewater, containing the lowest percentages, contained 16%.

The 18-24 year age group represented 8% of the area’s population in 2003, lower than the State’s average of 9%.  In the Housatonic Valley Region, Danbury, with 11% of its population in this age group, represented the high, while Sherman, Ridgefield and Redding, with 5%, represented the low for the Region.

The largest age group, the 25-49 year age group, represented 38% of the area’s population in 2003, compared to the 36% for the state.  Danbury and Newtown, with 39% of it's population in this age group, represented the high for the Region, while Bridgewater, with the low, had 29%.

The 50-64 year age group and the 65 and over age group represent 18% and 11% of the area’s population, respectively, while the state’s populations were 17% and 14% respectively for the 50-64 year age group and the 65 and over age group.   Bridgewater, with 30% of its population in the 50 to 64 year age category, represented the high for the Region, while Danbury, with 16% of it's population in this age group, represented the low for the Region.  Sherman and Bridgewater, with 13% of it's population in the 65 and over age group, represents the high for the Region, while New Fairfield and Newtown, each with 9% of their population in this age category, represents the low for the region.

Income
Per Capita Income
Per capita income consists of the aggregate income of the population divided by the population.  The per capita income of the Housatonic Valley Region in 2001 was $37,211.  On a per capita basis, Redding was the most well-to-do community with an income of $62,026 in 2001 based on Department of Economic and Community Development data.  The low in the Region was evidenced in Danbury where 2001 income data indicated a per capita income of $30,109.  The remaining towns were in a range between $32,536 and $55,022.

Education
Western Connecticut State University in Danbury offers residents in the Region higher education opportunities.  Other educational facilities in Fairfield County would include Sacred Heart University and Fairfield University in Fairfield, and the University of Bridgeport in Bridgeport.  Associate, Bachelor and Master Degree programs are offered at the various schools.  Norwalk Community College, a two-year institution, is in close proximity to the Region.

Educational Attainment
According to the 2000 Census Data, the percent of the population for the state of people age 25 or older that have attended at least some post-secondary education was 55.53%.  For the HVR, Ridgefield had the highest, with 84.50%, while Danbury had the lowest percentage at 48.31%.  The range for the rest of the towns in the region was 59.23% to 83.33%.

LABOR FORCE AND EMPLOYMENT
Information in this section comes primarily from the State of Connecticut Department of Labor, Employment Security Division, Office of Research and Information.

In 2003, the Region's labor force averaged a total of 112,470 persons, with 3.3% of the labor force unemployed.  Unemployment for the Region at that time was highest in Danbury (3.7%), followed by Bethel (3.5%).  Sherman had the lowest unemployment rate of 2.1%.  The remaining towns in the Region had unemployment levels ranging from 2.2% to 3.4%.

In May of 2005, the Region's labor force totaled 118,975 persons, with an unemployment rate of 4.1%.  Danbury, with an unemployment rate of 4.3%, represented the highest rate of unemployment in the towns of the Region.  The towns of Bridgewater and Redding had the lowest rate of unemployment at 3.5%.  The remaining towns in the Region had unemployment rates ranging from 3.7% to 4.2%.  At that time, the State had a seasonally adjusted unemployment rate of 5.3%.

HOUSING
Housing Stock in the HVR
According to the Town Profiles, in 2002, the Region's housing stock totaled 81,362 units.  The total new permits authorized in 2001 numbered 841 and was 1.05% compared to the existing units in the Region.  As was the case during the 1970's, the major contributing factor was most likely the growth in the young adult age group, persons born during the Post World War II baby boom.  Other contributing factors are the increase in single person households due to increases in the elderly population and young adults postponing marriage.

The highest percentage of new permits as compared to existing units in the Region in 2001 occurred in Newtown (1.91%), while Brookfield (0.54%) had the lowest rates of housing growth in the Region.  Danbury experienced the largest numerical increase in new permits (236 permits) authorized for 2001, while Bridgewater issued only 5 permits.

According to the Town Profiles, single-unit homes numbered 60,693 and constituted 74.6% of the Region's housing units in 2002.  Sherman (99.6%) had the highest percentage of single-family detached units in 2002, while Danbury with 52.6% held the low for the Region.  The state's percentage for this category was 64.4%.

Cost of Housing
Two measures of housing costs are presented in this section: number of residential sales and median sales price. The following figures are for 2003.

Residential Sales
A total of 5,731 residential sales occurred in the Region in 2003.  The town of Danbury had the highest number (1,870 sales) of residential sales, while Bridgewater with 27 sales had the lowest.  The remaining towns in the Region had sales ranging from 111 to 866 sales.

Median Sales Price
The high end of the median sales prices in the Housatonic Valley Region was $555,000 in the town of Ridgefield, while the low end at $248,300 was evidenced in New Milford.  The remaining towns in the Region had median sales prices ranging from $254,700 to $554,500.  The state's median sales price was $198,900.

COMMUNITY DATAPRIVATE 

The Town of New Milford is located in the southerly portion of Litchfield County in the west/central portion of the State of Connecticut and is approximately 14 miles north of the City of Danbury and 5 miles east of the New York State Line.  New Milford contains a total land area of approximately 61.6 miles.  It is a part of the Housatonic Valley Planning Region.

New Milford was originally settled in 1707 and, despite supporting only twelve families, it was incorporated as a town in October of 1712.  It has a Mayor, Town Council, Board of Finance form of government.

The availability to Interstate Route 84 and U.S. Route 7 has put New Milford within minutes in all major points of the industrial western Connecticut area while at the same time providing easy access to the State of New York and to New York City.

The population of New Milford in 2000 was 27,121 persons, the density is 440 persons per square mile.  The State of Connecticut Department of Economic and Community Development estimated the 2003 population to have been 28,044 persons with a population density of 455 persons per square mile.  The 2008 population is projected to total 29,471 persons, an increase of 5.1% from 2003.
The per capita income for the Town of New Milford in 2001 was $32,668.  In May of 2005, New Milford's labor force totaled 16,041 persons, with 4.2% unemployed.  This percentage is less than the seasonally adjusted rate of 5.3% for the State as a whole.

The housing stock totaled 10,988 units in 2002, 76.8% of which were single-family homes.  In 2003 there were 866 residential sales in New Milford, the median sales price of which was $248,300.

The principal industries in the Town of New Milford include the processing of concentrated foods, manufacture of paper products, brass and copper products, electronics and precision instruments, and two hydro‑electric plants.  The Town has taken on the characteristics of a bedroom community, with many of its residents having their places of employment located outside the town.

The distribution of products manufactured within the town, as well as the import of retail goods from other areas to the community, is readily accomplished due to the proximity of major highways such as the previously mentioned Interstate Route 84 and U.S. Route 7.

New Milford, because of its location in the Valley of the Housatonic River and on the eastern shore of Candlewood Lake in particular, has become one of the region's favorite residential areas.  Candlewood Lake, which is the largest body of fresh water in the State, was formed in 1926 by damming the Rocky River near its confluence with the Housatonic in order to furnish a source of water for a hydro‑electric power plant.  The presence of this lake, which extends over an area of some 30 square miles and four towns, has made this area an attractive recreational site as well.

The town is serviced by a police department, 3 volunteer fire stations, and 2 post offices with Zip Codes 06776 and 06755.  

New Milford school system includes two high schools, one middle school, three elementary, and one private school. 

NEIGHBORHOOD DATA
The property being appraised is situated with frontage along the east side of Railroad Street in the downtown Historic District of the Town of New Milford, Connecticut.  The subject site is located directly across the street from the New Milford Railroad Station and the building will overlook the Housatonic River and beyond to the immediate west.  It is located one block west of the town green and local municipal services.  The subject streetscape and the surrounding downtown area is generally comprised of a mix of 18th century and 19th century dwellings and early 20th century brick, commercial buildings.  This area also supports various banks, churches, restaurants, as well as law offices and accounting firms situated within converted residences and historic buildings.  The New Milford Hospital is 2± blocks northeast and the Canterbury Preparatory School is 4± blocks also to the northeast.

The subject area is accessible to CT Route 7, .25± miles west which is 2+ lane roadway connecting the Town of Brookfield to the south and the Town of Kent to the north.  Also, the juncture of Route 202 and Route 67 is located 2± blocks southeast which accesses the Town of Litchfield to the northeast (Route 202) and the Town of Roxbury to the southeast (Route 67).  

ZONING
The property being appraised is situated within a VC (Village Center) zoning district.  According to the New Milford Zoning Regulations, this zone is characterized as a mix-use district which permits the development of residential, business and retail use.  In addition, all uses permitted in a B-1 Business zone are also permitted. 

According to these same regulations for this zone, there are no minimum lot size, setbacks or maximum coverage requirements.  In view of the overall mix-use which characterizes this district, new proposals, similar to the subjects proposed development, are reviewed on a case by case basis.

According to the property owner, the subject’s proposed development has been conditionally approved.  Final approval will be subject to the owner acquiring an easement in favor of the subject situated to the immediate north which will provide adequate off-street parking.  The owner has indicated that a real estate closing for those easement rights is eminent.  

Based on the fact that the subject has been conditionally approved for the proposed development as described, it is considered to be a legal, conforming use of the site.  

SITE DESCRIPTION
72 Railroad Street is a rectangular shaped parcel of (VC) zoned land containing 0.08± acres (3,484.80± s.f.), which is identified on Map 164, as Lot 32A.  It includes 30 feet of frontage along the east side Railroad Street and has an average depth of 110.46 feet.  This parcel is generally level along its frontage and slopes gently upward to its rear boundary.  Aside from some overgrown ground cover, the parcel is cleared and ready for development.  
Contingent upon approval for the subject’s proposed development is the acquisition of easement rights of the abutting lot identified as 76 Railroad Street.  According to a survey prepared by CCA, LLC, this half portion of the abutting site, identified as Parcel A, contains 0.13± acres (5,872± s.f.).  This survey has been included in the addendum of this report.  This portion of the site includes 34 feet of frontage and also includes a 30.75’ x 30.63’ area which wraps around the rear of 72 Railroad Street.  Acquiring this area will allow the owner to construct a 25’ x 130’ structure which will fully develop that parcel.  The easement area acquired to the north of the proposed structure will provide nine (9) parking spaces, including one handicap space.  This area will also provide access to the three (3) garages located to the rear of the main level.  
The other half of 76 Railroad Street will be retained by the abutting owner which will provide an equal number of parking spaces for the abutting commercial building to the north.  There is a 12 foot common easement which runs along the center of this lot from front to rear.  
Reference to the New Milford Flood Zone Maps, specifically panel #0900049-0011D, with an effective date of June 4, 1987, indicates the subject is located in an area of minimal flooding.  

The building will be served by public water and sanitary sewers. There will electric, telephone and cable services provided also.  

No known environmental study has been done on the subject parcel to determine to what extent, if any, soil contamination may have occurred at the property.  This appraisal report and the value estimates contained herein, assume no potential liability resulting from any soil contamination due to the storage of hazardous waste materials and/or chemical spills, which may have occurred on the property over the years.  No evidence of contamination or hazardous material was observed on the site as of the date of our inspection.  The appraiser, however, is not qualified to detect various forms of potential hazardous waste material that may have an effect on the value of the property.PRIVATE 

BUILDING DESCRIPTION  

The site described above is proposed for the development of a four-story, mix-use structure.  It will consist of wood frame construction and will have a gable-style roof.  A full, partially finished basement will support the structure.  The exterior will exhibit “Hardi Plank”  clapboard siding described as concrete composite material.  The roof will be covered with 50-year asphalt architectural shingles.  The exterior is designed to blend in with the historic architecture and streetscape along both sides of the subject in keeping with the historic development in the downtown area.  

In addition, there will be a 108 solar panel array along the southern exposure of the roof.  The energy generated by the solar array will be sufficient to power the building.  A geothermal H.V.A.C. system will provide heat and air-conditioning for the building.  Lastly, the building will be highly insulated, further contributing to its energy efficiency.  

The interior will consist of four levels above grade and one level below grade.  The structure will measure 25’ x 130’ and will contain a total of 15,500± square feet of gross area on all five levels, including 3,250± square feet of gross area per floor above grade and an additional 2,500 s.f. of lower level finished space.

Following is a breakdown of each level.

The ground level will be improved with 2,485± square feet of retail/office flex space in front which will include a half-bath, a closet and a stairwell.  The balance of the space to the rear (750± s.f.) will support three (3) garages for the upper level residential tenants, each of which will measure 10’ x 25’.
The second level will be fully finished with professional office space, broken down into three sections and including a handicap bath and a stairwell.  

The third and fourth floors will be improved with three (3) townhouse-style residential units. Two of the units will consist of six (6) rooms, including four (4) bedrooms contained within 2,100± s.f., while the somewhat smaller, middle unit will consist of five (5) rooms, including three (3) bedrooms contained within 1,840± s.f.  The individual units will have carpeted flooring, painted drywall partitioning and ceilings.  Each of the units will have a balcony, will be fully applianced and will  have washer and dryer hook-ups.  All three units will have one (1) full bath and one (1) half-bath.  

The lower level, similar to each of the four levels above grade, will also contain a total of 3,250± square feet, including 2,500± square feet of professional office/showroom space. The rear 750± s.f. located beneath the main level garages will remain unexcavated.  The building will have a five-stop passenger elevator and will be fully sprinklered.  
According to estimates provided by the developer, the proposed improvements will cost approximately $2,000,000.00, exclusive of land costs. 
HIGHEST AND BEST USE

Real estate is valued in terms of its highest and best use.  The highest and best use of the land or site, if vacant and available for use, may be different from the highest and best use of the improved property.  This will be true when the improvement is not an appropriate use and yet makes a contribution to total property value in excess of the value of the site.

Highest and best use may be defined as that reasonable and probable use which will support the highest present value as of the date of appraisal.  Alternatively, it is the most profitable, likely use to which a property can be put; it may be measured in terms of the present worth of the highest net return that the property can be expected to produce over a stipulated long‑run period of time.

The highest and best use is that use from among one or more proposed uses that has been found to be legally permissible, physically possible, appropriately supported and financially feasible, and that results in the highest present land value.

When a property is improved, the highest, best and most probable use of the property with its existing improvements must be considered.  In addition, alteration, replacement or demolition of existing improvements is considered when it appears that there is a clear economic advantage in taking one of these actions.

The subject, including easement rights, is a 0.21± acre parcel of (VC) Village Center zoned land at 72 Railroad Street in New Milford, Connecticut.  The subject has been conditionally approved for the development of a mix-use building previously detailed in this report.  

Based upon these factors, in our opinion, the Highest and Best Use of the site is as proposed for the development of a mix-use building consisting of a combination of retail/office flex space and residential units above.  

VALUATION PREMISE
There are three generally recognized approaches to value, which may be used in estimating the value of real estate.

"COST APPROACH ‑ A method in which the value of a property is derived by estimating the replacement or reproduction cost of the improvements; deducting therefrom the estimated depreciation; and then adding the Market Value of the land.  This approach is based upon the assumption that the reproduction cost new normally sets the upper limit of building value provided that the improvement represents the Highest and Best Use of the land."

"SALES COMPARISON APPROACH ‑ An appraisal technique in which the Market Value estimate is predicated based upon prices paid in actual market transactions and current listings, the former fixing the lower limit of value in a static or advancing market (price wise), and fixing the higher limit of value in a declining market; and the latter fixing the higher limit in any market.  It is a process of correlation and analysis of similar recently sold properties.  The reliability of this technique is dependent upon: (a) the degree of comparability of each property with the property under appraisal; (b) the time of the sale; (c) the verification of the sale data, and; (d) the absence of unusual conditions affecting the sale."

"INCOME APPROACH ‑ An appraisal technique in which the anticipated net income is processed to indicate the capital amount of the investment which produces the net income.  The capital amount, called the capitalized value, is, in effect, the sum of the anticipated annual rents less the loss of interest until the time of collection.  The reliability of this technique is dependent upon four conditions:  (a) The reasonableness of the estimate of the anticipated net annual incomes; (b) the duration of the net annual income, usually the economic life of the building; (c) the capitalization (discount rate); and (d) the method of conversion (income to capital)."
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   Appraisers
All three recognized approaches have been considered within this report.  The Cost Approach combines the estimated value of the land with the estimated replacement costs of the proposed improvements and the estimated value of other site improvements.  The Income Approach will consider the potential income to be derived from both the commercial and residential components.  The estimate of the net income achievable by the property will be capitalized at an appropriate rate to arrive at an indication of the Prospective Value by the Income Approach.

The Sales Comparison Approach has been considered and fully developed.  Since the subject can be considered a typical mix-use parcel, we have researched recent sales of similar mix-use improvements which have occurred in the downtown market area.  Adjustments were then made to each sale particularly for the subject’s new method of construction and unobstructed westerly view of the Housatonic River and beyond.  In addition, because the subject improvements are adaptable for condominium use, we have researched the competing condominium market, both commercial and residential.  We then made appropriate adjustments to each commercial and residential sale compared to the subject’s commercial/residential components.
A correlation of all of the data derived from all three approaches provides our estimate of the Prospective Market Value of the property being appraised, as of September 1, 2008.

COST APPROACH
The Cost Approach is a method of determining an opinion of the Prospective Value by combining the replacement costs of the improvements with the contribution of value provided by the land and other site improvements.  This approach is based upon the principle of substitution which contends that a buyer will not pay more for an existing improved property than it would cost to similarly develop an existing vacant property.  This approach generally sets the upper limit of value in a stable market, since the values are based on the replacement costs of new improvements and on vacant land which has a broad development potential within current zoning guidelines.

To arrive at an estimate of the Prospective Value of the property by the Cost Approach, we have utilized Marshall & Swift Valuation Service as  basis for calculating replacement cost estimates for the subject improvements “as proposed” and compared those costs with those submitted to us by the developer. This cost service has proven to be a reliable and accurate method for estimating costs of structures such as that proposed for the subject and is based upon actual construction costs being experienced for similar improvements within the market area.  

Land Value
In estimating a Market Value for the land portion of the subject property, we researched the competing Market area.  Our investigation did not reveal any truly comparable sales of similar size lots located in urban centers which include conditional approvals that exist.  

The subject is located in a downtown district and is effectively zoned commercial.  Very few vacant lots exist in such settings, particularly in Litchfield County. Of any of the sales activity found in the immediate tri-county area, none was deemed to be sufficiently comparable to the subject, based on that criteria.  

Based on the foregoing, we have implemented an industry rule of thumb which suggests that the land component of most properties represent between 20 – 25% of the overall property value. In the absence of comparable market data, this method may be the only way to estimate the value of the subject land, including its conditional approvals.  Therefore, the subject land value will be calculated subsequent to arriving at a value of the subject’s improvements.  
Improvements Replacement Costs
As described, the subject is proposed for the development of a mix-use, commercial/residential building over a full, partially finished basement. The building will have 12,250 square feet of rentable area above grade and an additional 2,500 square feet of finished space below grade.

In determining the estimated replacement costs new of the proposed building (see details in the Building Description section of this report), we have utilized Marshall & Swift Valuation Service, a nationally recognized costing service.  

We have utilized what Marshalls describes as a Class D, good office building. Such a building is described as having an exterior of stucco or wood siding.  The interior is described as having drywall partitioning with carpeting, adequate plumbing and electrical and the building would be warm and cool air zoned. The subject will be improved with “Hardi Plank” clapboard and the roof will have 50-year architectural shingles.  It will also have a 108-array of solar panels and a geothermal H.V.A.C. heating and cooling system.  The interior is scheduled to have fire-rated drywall ceilings between floors, will be fully sprinklered and have a five-stop passenger elevator.  The interior finish will be drywall, carpeting and suspended ceilings.  

According to plans and specifications provided by the owner, the proposed subject improvements will be of high quality construction and will be designed to enhance the existing historic streetscape.  Also, the subject improvements will be highly energy efficient, including the solar panel array and the geothermal H.V.A.C. system.  Such a description adequately describes the proposed subject improvements, with Marshall’s indicating the following adjustments.  
Marshalls indicates the following adjustments:

1. The finished space on the lower level of the subject should be costed at 75% of the finished space above grade.  

2. The cost adjustments for the geo-thermal heating/cooling system for the subject is + $10.75 per square foot.  

3. The cost adjustment for the building-wide sprinkler system at the proposed subject is $2.50 per square foot.  

4. The Current Cost Multiplier for a Section 15, in the eastern United States, is 0.99, with +5% (0.05) for a “Green Building.”  (Total Current Cost Multiplier 1.04%).

5. The Local Cost Multiplier for a D-building, in the Greater Danbury, Connecticut market area is 1.18.

Marshall/Swift

Class D, Good Office Building

Section 15, Page 17

Then:  
Base Cost/s.f. (retail/office)

$125.36


Heating Adjustment

+10.75


Sprinkler Adjustment

                   + 2.50

Total:


$138.61

Current Cost Multiplier
x
1.04




$144.15

Local Cost Multiplier

x
1.18

Est. Replacement Cost New/s.f.

$
170.10
Then:   5,750± s.f. @ $170.10 =


$978,088.00

            2,500 s.f. (lower level) @ ($170.10 x 75%) $127.58 =
$318,950.00
            Total:  



$1,297,038.00

Residential Levels
In arriving at a replacement cost new for the subject’s residential space on two levels, we once again researched Marshalls. To restate, this building would be described as having Handi Plank siding and a gable roof with 50-year architectural asphalt shingles, The interior of the residential units will have a combination of hardwood and ceramic tile flooring, wood trim, drywalls and ceilings.  The units will also be furnished with high-end appliances, kitchen cabinets and granite countertops.  They will be heated and cooled by a geothermal H.V.A.C. system and will be powered by a solar array on the roof.  Marhsalls describes this building as a Class C, good townhouse style building.

The replacement cost for this type of building is listed at $105.57.  Added to this base cost is the same $10.75 for heating and $2.50 for the sprinkler system.  The total of these costs amount to $118.82.  The current cost multiplier changes to 1.07 and the local cost multiplier changes to 1.16.
Marshall/Swift

Class C, Good Townhouse Style Building

Section 12, Page 26

                            Residential

Then:  
Base Cost/s.f. (interpolated)

$105.57


Heating Costs:

+10.75


Sprinkler Costs:

                   + 2.50

Total:


$118.82


Current Cost Multiplier
x
1.07




$127.14


Local Cost Multiplier

x
1.16


Est. Replacement Cost New/s.f.

$
147.48

Then:  6,500 s.f. @ $147.48 =

$958,620.00
Garages

The per square foot value replacement for the built-in average garages is listed at $21.90 (Section 12, Page 30).    That base price is then adjusted for the local cost multiplier of 1.16. 

Then:  750 s.f. @ $25.40 ($21.90 x 1.16) =
$19,053.00

Office/Retail Improvements: 
$1,297.038.00


Residential Improvements: 
$   958,620.00

Garages:

$     19,053.00

Total Cost of Improvements:
$2,274,711.00

Estimated Replacement Cost New:
$2,274,711.00
Depreciation – The subject is proposed “green” construction, utilizing the latest in materials and design.  As such, in our opinion, there would be no physical depreciation nor any economic or functional obsolescence. 

Contributory Value of Site Improvements
The value of the site improvements reflects the contributory value of such items as paved parking areas and driveways, curbing, landscaping, site drainage, exterior signs and lighting, and utility connections. Site improvements include any items which are not directly related to the construction of the building, but form a necessary part of the overall development of the property.

The value of the site improvements is generally synonymous with the cost of those items when analyzing the property where the improvements are of newer construction.  The value of the site improvements is further intended to reflect the contributory value of all the components as they relate to an increase in the overall value created by their existence.  That value is based, in part, on the type of overall property being analyzed and considers the quality and magnitude of all of the improvements.  For the subject, the site improvements include utility hook-ups (sewer and water) estimated at $24,000.00, paved parking and landscaping ($11,500.00) and accessways, exterior lighting and sidewalks ($29,000.00). 

Based upon these factors, we estimate the Contributory Value of the site improvements at approximately $65,000.00.

CONTRIBUTORY VALUE OF SITE IMPROVEMENTS

$65,000.00
Summary:

Cost of Commercial:

$1,234,640.00

Cost of Residential:

$   958,620.00

Cost of Garages:

$     19,053.00

Cost of Site Improvements:

$     65,000.00
Total Replacement Cost New:

$2,277,313.00

TOTAL REPLACEMENT COST NEW
$2,277,313.00

The replacement costs of the proposed subject improvements is estimated to be $2,277,313.00.  If the cost of the improvements represent 80% of the overall property value, the overall property value is estimated to be $2,846,641.00.  The difference between the overall property value and the replacement cost of the proposed improvements results in an estimate of value for the subject site, or, $569,328.00 rounded to $570,000.00.  Therefore, the subject property has a value as follows.
Value of the Proposed Subject Improvements:


$2,277,313.00

Value of the Subject Land “As Approved”:


$   570,000.00

Prospective Market Value Estimate:


$2,847,313.00

Rounded to:


$2,850,000.00

ESTIMATE OF PROSPECTIVE VALUE BY THE COST APPROACH

$2,850,000.00

INCOME APPROACH  
The concept of the Income Approach is to accurately estimate the net income which may be achieved by the property being appraised if fully offered for lease to a tenant or tenants at the present time.  The process begins by identifying the potential gross income that the subject property can generate based on the achievable market rents and then adjusting that estimate for potential vacancy and any operating expenses.  The resulting net income is then converted to an estimate of value through a capitalization process.

In determining the net income achievable by the subject, we have considered the market rates which are currently being generated for both the commercial and residential components of the subject.  

We have considered the competing market for commercial space in the local downtown area.  The lease range appears to be between $12.00 and $18.00 per square foot, typically on a net basis.  We then considered other rural towns in proximity to the subject, to include Kent, Washington/New Preston and Brookfield.  That lease range appears to be between $16.00 and $24.00 and above per square foot, also generally on a net basis.  Lastly, we considered the greater Danbury area and that lease range appears to be between $14.00 and $20.00 per square foot on a net basis.

Knowing the various rental ranges in the competing market areas, it was then necessary to consider adjustments for the subject’s location, with emphasis on its unobstructed westerly views and more so its new, good quality construction.  On that basis, we have considered a lease rate for the subject in the area of $20.00 per square foot on a triple net basis.  Further, we have considered a market rent for the subject’s lower level space at $15.00 per square foot also on a net basis.  ($20.00 per s.f. x 75% = $15.00 per s.f.).  

Market Rents – Residential
We have also considered the competing market for residential space in the local downtown area.  The most comparable rental appears to be located at 29 West Street, approximately 2 blocks south of the subject.  The building is known as the “Granary”.  This structure was recently remodeled in 2005 and generally represents newer space in a historic shell.  Lease number one is a townhouse style, end unit containing two bedrooms in approximately 1,100± square feet.  The monthly rent for this unit is $1,675.00.  Lease #2 is also a townhouse, interior unit also containing two bedrooms and approximately 1,000 square feet.  The monthly rent for this unit is $1,475.00.

These two leases are currently generating between $17.70 per square foot and $18.25 per square foot.  Once again, it is necessary to make an appropriate adjustment for the subject’s location (view) and its new good quality construction.  Therefore, we have considered a fair market rent to be approximately $20.00 per square foot.  

Vacancy Allowance
The subject is expected to be fully occupied, recognizing its advantages in the competing marketplace.  That said, we have also considered an absorption period for the remaining space that is uncommitted at the end of the construction period.  That is, between the time that the subject improvements are available in the marketplace and the time of full absorption of the subject space.  

On that basis, we have estimated a vacancy/rent loss allowance of 5% of the potential gross income.     
Expenses  
As is typical, we must attribute all of the appropriate expenses associated with a building of this size and composition to the owners, if it were to be rented on the open market on a net basis.  In that regard, the tenants would be responsible for all operating expenses associated with the property. As it relates to the owner, it is appropriate to consider a management fee intended to cover the cost of rent collection, property inspection, as well as some ordinary legal and accounting fees.  We have projected this management fee at 5% of the Effective Gross Income, which mirrors industry averages.  

We have also considered an additional expense to the owner for maintenance and repair intended to account for on-going upkeep of the premises.  In view of the subject’s newer good-quality construction, this figure was estimated at 3% of the Effective Gross Income.

Lastly, we have considered an expense for reserve for replacement of capital items.  Again, considering the subjects new construction, we have also estimated this expense at 3% of the Effective Gross Income.

The operating statement which follows summarizes each of our conclusions relative to income, vacancy and expenses, in developing our net income projection.  

	Income Statement

	
	
	
	
	

	Potential Gross Income:
	
	

	    Commercial space  5,750 s.f. @ $20/s.f.  =
	
	 $       115,000.00

	    Residential space  6,500 s.f. @ $20/s.f.  =
	
	130,000.00

	    Commercial space – lower level  2,500 s.f $15/s.f.
	=
	37,500.00

	
	
	 $       282,500.00

	Less: Vacancy/Rent Loss Allowance (5%)
	
	
	
	14,125.00

	Effective Gross Income:
	
	
	
	        $      268,375.00

	Expenses:

     
	
	
	

	   Management (5%):
	13,728.00
	

	   Maint./Repair (3%):
	  8,051.00
	

	   Reserves (3%):
	  8,051.00
	

	   Total Expenses: 
	
	
	 $            29,830.00

	
	
	
	
	

	Net Income to Property:
	
	 $         238,545.00


Capitalization RatePRIVATE 

In arriving at an appropriate capitalization rate for the property, consideration has been given to those factors which typically motivate an investor.  Since real estate is one investment opportunity among many which exist in the capital markets, the relative risks and rewards of such an investment  must be considered.  The two primary factors which influence investor decisions and therefore influence the capitalization rate, are the amount of equity required and the return on that equity, and the mortgage rate and terms available for property similar to the real estate being considered.  This approach, known as the Mortgage‑Equity Capitalization Technique, considers those two factors and further considers an estimated holding period for such property, and the rate at which the property might appreciate in value over that holding period.

Holding Period – In view of the new, good quality construction and the location of the subject, it is anticipated that an owner would acquire this property and anticipate holding it for a reasonably long period of time.  For this reason, we have used a ten year holding period which reflects an appropriate amount of time to benefit from cash flow and tax shelters, to reduce the principal amount of the mortgage through debt service payments, and to allow for some appreciation in value. 

Equity Yield Rate - A review of the national statistical data from the fourth quarter 2007, as provided in the Real Estate Investors Survey by Peter F. Korpacz Associates, Inc. of Smithtown, New York, the National Suburban Commercial Market shows equity internal rates of return ranging from approximately 7% to 12.5%, with the average rate being approximately 8.75%.  Considering that the subject is well located, new construction, we have used a 10% equity yield rate.

Mortgage Rate and Term - Our survey of local banks and real estate lenders indicates that mortgages for commercial properties were being offered during March 2008 in the range of 6.5% to 8.5% for terms ranging from 10 to 30 years.  Based on this data, we have estimated an applicable mortgage rate of 7.5% and a mortgage term of 15 years for the subject property.  Likewise, we have surveyed lenders to determine an appropriate loan to value ratio and find a range of 70% to 80% would have applied.  For these reasons, we have applied a 70% loan to value ratio to the financing for the subject.

Appreciation of Value - It is anticipated that the property values will increase modestly over the holding period with much of the increase for income producing properties subject to the rate at which net income increases.  The stabilized occupancy of the subject as well as the limited supply of similar space in the neighborhood result in modest increases in rent if renewals were negotiated, and so we have indicated an appreciation in value for the property of up to 10% over the ten year holding period.  


a 10 year holding period;


a 10 % equity yield rate;


a 7.5 % mortgage rate;


a 15 year mortgage term;


a 70 % loan to value ratio; and 


a 0% - 10 % appreciation in value.

Applying these factors to the Ellwood Formula for Mortgage‑Equity Capitalization results in the following:


ELLWOOD FORMULA

Ro  =  Ye  ‑  M  (Ye  +  P * SFF  ‑  Rm)  ‑  (  o * SFF


Ro  =  0.081130 (Interpolated)


Rounded to:  0.081
Then:



$238,545.00 (net income) capitalized @ 0.81 =
$2,945,000.00


Rounded to:
$2,950,000.00
PROSPECTIVE VALUE OF SUBJECT BY INCOME APPROACH

($2,950,000.00)

SALES COMPARISON APPROACH

The Sales Comparison Approach is dependent upon finding and utilizing a sufficient number of recent sales with enough similarity to those proposed for the subject to allow for a meaningful comparison analysis.  

In the case of the subject property, it is proposed for the development of a mix-use building having commercial and residential components.  Further, its construction and layout will be such that it will be adaptable for condominium use.  Based on the subject’s proposed size, composition and the fact that it represents new construction, there are no direct comparable sales in the marketplace.  Therefore, we have researched the competing market for mix-use sales, commercial condominiums and residential condominiums.  This overall search and the subsequent analyses results in our providing value estimates for the subject as a mix-use building and a value estimate for the subject condominimized. 

Mix-use  
In our first sales analysis, we researched four sales of mix-use properties, all of which are located in the New Milford downtown area in close proximity to the subject.  All of these sales represent older, two-story structures typically with commercial/office space on the first level and residential apartments above.  
Following is a summary of each of these sales.  

Summary of Sales

	Sale No.
	Location
	Date of Sale
	Sale Price
	Bldg. Size (S.F.)
	Age
	Sales Price/S.F.

	1
	44 East Street
	2-7-07
	$570,000
	2,468
	1780
	$230.96

	2
	17 South Main St.
	12-29-06
	$410,000
	1,692
	1900
	$242.32

	3
	26 South Main St.
	3-1-06
	$570,000
	2,634
	1900
	$216.40

	4
	44 South Main St.
	3-22-05
	$395,000
	2,094
	1900
	$188.63


Analysis of Sales Data
The four (4) comparable sales considered reflect an unadjusted sales price between $395,000.00 and $570,000.00 and an unadjusted sales price range per square foot between $188.63 and $242.32.

We have considered an adjustment for market changes between the time of each sale and the effective value date (September 1, 2008). The real estate market of the area has seen a general leveling over the last two (2) years, following the strong increases in the first half of the decade.  Based upon this leveling, three of the four sales occurred since 2006 and those three sales did not require an adjustment.  Sale #4, which sold in early 2005, was adjusted upward for time, through the end of 2005, based on an annual rate of 4%.  
Although all four comparable sales are located in the New Milford downtown area, they do not offer the unobstructed view amenity of the subject property.  Therefore, each of the four sales required a upward adjustment for location (view).    

The four comparable sales range in size from 1,692 square feet to 2,634 square feet, substantially smaller than the subject improvements.  Therefore, all of the four comparable sales were adjusted downward for building size based on the generally held principle that smaller buildings typically sell for a higher per unit building sale price.  
Based on the subject’s new construction, we have considered an adjustment for age of construction and condition at the time of sale.  As stated, all four comparable sales represent older structures (three were built in 1900 and one was built was in 1780).  Therefore, each of the four sales required a significant upward adjustment for age and condition.    

As further indicated, the subject is proposed for units, to be built utilizing the latest in materials and design compared to the much older comparable sales.  In estimating an adjustment to each sale, we considered the subject’s “ green building”, which necessitated an additional upward adjustment to each comparable sale.  

A summary of the adjustments described above is presented in the following table.  

	
	        Summary of Adjustments

	

	Sale 
	Time
	Location
	Size
	Condition
	Total

	No. 
	
	
	
	
	Adjustment

	
	
	
	
	
	

	1
	0%
	+5%
	-5%
	+10%
	+10%

	
	
	
	
	
	

	2
	0%
	+5%
	-5%
	+10%
	+10%

	
	
	
	
	
	

	3
	0%
	+5%
	  -5%
	+10%
	+10%

	
	
	
	
	
	

	4
	+3%
	+5%
	  -5%
	+10%
	+13%


The adjustments above result in an adjusted sales price for each property as reflected in the following table.
	
	
	Adjusted Sale Price

	

	Sale
	Sales Price
	
	Adjustment
	
	Adjusted SP

	No.
	per S.F.
	
	
	
	Per S.F.

	
	
	
	
	
	

	1
	$        230.96
	
	+10%
	
	$       254.06

	
	
	
	
	
	

	2
	$         242.32
	
	+10%
	
	 $        266.55 

	
	
	
	
	
	

	3
	$         216.40
	
	+10%
	
	 $       238.04 

	
	
	
	
	
	

	4
	$         188.63
	
	+13%
	
	 $       213.15 

	
	
	
	
	
	


The four (4) comparable sales considered indicate an adjusted sales price per square foot range between $213.15 and $266.55.  This is relatively broad range of value, yet the number of sales utilized, and their general proximity to the subject, indicates that they form an acceptable basis for estimating the Prospective Market Value of the subject. 

From a statistical approach, a closer range of value is developed.  Following appropriate adjustments to each of the four (4) comparable sales considered develop a mean per square foot value of $242.95 and a median per square foot value of $246.05. 

These indicators should not, in themselves, lead to a value conclusion. But, when considered with the overall results of our market analysis, and considering all the pertinent data contained herein, they provide strong supporting evidence for our value conclusion.  

Based upon an analysis of all the data presented, in our opinion, the Prospective Market Value of the subject “as proposed” is approximately $245.00 per square foot.  

Then:


12,250 s.f. @ $245.00/s.f. = 


$3,001,250.00

The subject is also improved with 2,500 square feet of lower level space.  For the purposes of this analysis, we have considered that this space is worth 75% of the $245.00 per square foot, or, $184.00 per square foot.  

Therefore, 2,500 s..f. @ $184.00/s.f. = $460,000.00, resulting in a value for the subject property as follows.

12,250 s.f. above grade @ $245.00/s.f. =

$3,001,250.00


2,500 s.f. below grade @ $184.00/s.f. =

$   460,000.00


Total Estimate:

$3,461,250.00


Rounded to:

$3,450,000.00

ESTIMATED PROSPECTIVE VALUE OF SUBJECT AS A MIX-USE FACILITY
$3,450,000.00

Condominium - Commercial
In this sales analysis, we researched both commercial, condominiums and residential condominiums, in order to estimate a value of each of the subject components based on that use.  

Toward that end, we investigated six (6) sales of similar commercial condominium units.  Three are located in neighboring Danbury and three others are located in Ridgefield, the town south of Danbury.  Once again, all of these sales represent older space, all but one of which is situated in larger buildings.    

Following is a summary of each of those commercial condominium sales.  
Commercial Condominiums

Summary of Sales

	Sale No.
	Location
	Date of Sale
	Sale Price
	Unit Size (S.F.)
	Age
	Sales Price/S.F.

	1
	36 Mill Plain Rd. #306
Danbury 
	12-28-07
	$140,000
	878
	1984
	$159.46

	2
	963 Ethan Allen Hwy.

Ridgefield
	9-28-07
	$375,000
	1,080
	1950
	$347.22

	3
	27 Hospital Ave.  #301

Danbury
	12-26-07
	$170,000
	1,130
	1988
	$150.44

	4
	470 Main St.  #1, #2 & #3
Ridgefield 
	9-15-06
	$6,520,000
	16,437
	1960
	$396.67

	5
	30 Prospect Street
Ridgefield
	9-13-05
	$350,000
	1,736
	1984
	$201.61

	6
	57 North Street #108
Danbury
	1-26-07
	$250,000
	1,369
	1979
	$182.62


Analysis of Sales Data
The six (6) comparable sales considered reflect an unadjusted sales price between $140,000.00 and $6,520,000.00 and an unadjusted sales price range per square foot of living space between $150.44 and $396.67.

Once again, we have considered an adjustment for market changes, similar to that shown in the previous sales analysis.  In that regard, five of the six sales occurred since the fall of 2006 and those five sales did not require a time adjustment. Sale #5, which sold on September 13, 2005, was adjusted appropriately upward at the annualized rate of 4%.    

In considering a locational adjustment for the six (6) comparable sales, we adjusted the three Ridgefield sales downward based on their superior locational characteristics in a more upscale community.  Conversely, the three Danbury sales were all adjusted upward for their inferior locational characteristics, compared to the subject and view amenity.  

Regarding size, the subject offers 5,750± square feet of commercial space above grade.  In that regard, five of the sales are smaller than the subject and all of those sales were adjusted downward for size.  Sale #4, which is larger than the subject, was adjusted upward recognizing that the converse of the previously stated principle also generally hold true.  That is, larger buildings typically sell for a smaller per unit building sale price.  

The subject represents new construction utilizing the latest in materials and design.  All of the comparable sales were built over 20 years ago.   To reflect the new, good-quality construction of the subject space, we have made an upward adjustment to each comparable sale.  In addition, each of these sales was also adjusted upward for the subject’s self-sufficiency “green building”. 

A summary of the adjustments described above is presented in the following table.  

	
	        Summary of Adjustments

	

	Sale 
	Time
	Location
	Size
	Condition
	Total

	No. 
	
	
	
	
	Adjustment

	
	
	
	
	
	

	1
	0%
	+5%
	-5%
	+20%
	+20%

	
	
	
	
	
	

	2
	0%
	-10%
	-5%
	+5%
	-10%

	
	
	
	
	
	

	3
	0%
	+5%
	  -5%
	+20%
	+20%

	
	
	
	
	
	

	4
	0%
	-10%
	 +5%
	0%
	-5%

	
	
	
	
	
	

	5
	+1%
	-10%
	-5%
	+10%
	-4%

	
	
	
	
	
	

	6
	0%
	+5%
	-5%
	+20%
	+20%


The adjustments above result in an adjusted sales price for each property as reflected in the following table.
	
	
	Adjusted Sale Price

	

	Sale
	Sales Price
	
	Adjustment
	
	Adjusted SP

	No.
	per S.F.
	
	
	
	Per S.F.

	
	
	
	
	
	

	1
	    $        159.46
	
	+20%
	
	$       191.35

	
	
	
	
	
	

	2
	 $         347.22 
	
	-10%
	
	 $        312.50 

	
	
	
	
	
	

	3
	 $         150.44 
	
	+20%
	
	 $       180.53 

	
	
	
	
	
	

	4
	 $         396.67 
	
	-5%
	
	 $       376.84 

	
	
	
	
	
	

	5
	$         201.61
	
	-4%
	
	$      193.55

	
	
	
	
	
	

	6
	$        182.62
	
	+20%
	
	$      219.14


The six (6) comparable sales considered indicate an adjusted sales price per square foot range between $180.53 and $376.84.  This is relatively broad range of value, yet the number of sales utilized, and their general similarity to the subject, indicates that they form an acceptable basis for estimating the Prospective Market Value of the subject commercial space above grade. 

From a statistical approach, a closer range of value is developed.  Following appropriate adjustments to each, the six (6) comparable sales considered develop a mean per square foot value of $245.65 and a median per square foot value of $206.35. 

These indicators should not, in themselves, lead to a value conclusion. But, when considered with the overall results of our market analysis, and considering all the pertinent data contained herein, they provide strong supporting evidence for our value conclusion.  

Based upon an analysis of all the data presented, in our opinion, the Value of the subject commercial space, above grade, is approximately $220.00 per square foot.  

Then:


5,750± s.f. @ $220.00/acre = 


$1,265,000.00

Once again, the subject offers 2,500± square feet of office/showroom space in the lower level.  Similar to our previous analysis, we have estimated this space to be approximately 75% of the upper level space or $165.00 per square foot.  Following is a summary of values. 


5,750 s.f. (above grade) @ $220.00/s.f.  =


$1,265,000.00


2,500 s.f. (lower level) @ $165.00/s.f. =


$   412,500.00


Total Estimate:


$1,677,000.00

Condominium – Residential
In this sales analysis, we researched recent sales of newer residential condominiums in the competing market area.  Our research of the Town of New Milford and the neighboring Town of Brookfield has found a total of seventeen (17) recent (in 2007) sales of residential condominium units. 

The subject is proposed for a total of three (3) residential townhouse units.  A summary of the comparable sales considered is presented in the following table.  

  Condominiums – Residential 

New Milford Condominiums
	Sale No.
	New Milford 

Address
	Date of Sale
	Sale Price
	Unit Size (S.F.)
	Age
	Sales Price/S.F.

	1
	93 Sullivan Farm
	10-1-07
	$405,000
	1,734
	1989
	$233.56

	2
	33 Sullivan Farm
	10-3-07
	$325,000
	1,586
	1989
	$204.92

	3
	43 Sullivan Farm
	12-4-07
	$375,000
	1,850
	1989
	$202.70


	Sale No.
	New Milford 

Address
	Date of Sale
	Sale Price
	Unit Size (S.F.)
	Age
	Sales Price/S.F.

	4
	29 Carlson Ridge
	6-28-07
	$410,000
	1,566
	2004
	$261.81

	5
	57 Carlson Ridge
	7-19-07
	$410,000
	1,587
	2004
	$258.35

	6
	65 Carlson Ridge
	1-19-07
	$415,000
	2,270
	2005
	$182.82


	Sale No.
	New Milford 

Address
	Date of Sale
	Sale Price
	Unit Size (S.F.)
	Age
	Sales Price/S.F.

	7
	10 Harmony Trail
	6-1-07
	$506,297
	2,573
	2007
	$196.77

	8
	20 Harmony Trail
	8-23-07
	$668,127
	2,573
	2007
	$259.67

	9
	4 Rainbow Court
	5-11-07
	$655,675
	2,600
	2007
	$252.18

	10
	95 Kent Rd. #10
	12-27-07
	$266,900
	1,200
	2007
	$222.42

	11
	95 Kent Rd. #8
	9-6-07
	$275,900
	1,200
	2007
	$229.92


Brookfield Condominiums
	Sale No.
	Address
	Date of Sale
	Sale Price
	Unit Size (S.F.)
	Age
	Sales Price/S.F.

	12
	5 Arbor Drive
	8-1-07
	$178,250
	670
	1968
	$266.04

	13
	3 Douglas Drive
	7-3-07
	$160,000
	741
	1968
	$215.92

	14
	5 Boxwood Drive
	6-21-07
	$150,000
	725
	1968
	$206.90

	15
	30 Ledgewood 
	10-10-07
	$326,000
	1,540
	1986
	$211.69

	16
	4 Westview Lane
	7-19-07
	$435,000
	2,106
	1992
	$206.55

	17
	18 Westview Lane
	1-2-07
	$514,000
	2,384
	1992
	$215.60


Analysis of Sales Data
The seventeen (17) comparable sales considered reflect an unadjusted sales price between $150,000.00 and $668,127.00 and an unadjusted sales price range per square foot of living space between $182.82 and $266.04.

As stated, all of the seventeen (17) comparable sales have sold in 2007.  Therefore, it was not necessary to adjust any of the comparable sales for time of sale. 
All seventeen (17) comparables are located either in New Milford or neighboring Brookfield. Although there is similarity in varying degrees, regarding proximity to the subject, we have once again adjusted each comparable sale upward, recognizing the subject’s unobstructed view amenity.  
The comparable sales range in size from 670± s.f. to a high 2,600± s.f., while two of the subject units will measure 2,100± square feet and the third unit containing 1,840± s.f.  All of the comparable sales have been adjusted appropriately for size.

As previously stated, the improvements are built utilizing the latest in materials and design.  In that regard, sales #7, #8, #9, #10, and #11 all represent new, good-quality construction offering similar amenity.  Therefore, those five sales were not adjusted for condition.  The twelve remaining sales were all appropriately adjusted upward to reflect the subject’s new construction compared to the somewhat older comparable sales.  In addition, similar to the previous sales analyses, each comparable sale was adjusted upward for the subjects self sufficiency “green building”.
A summary of the adjustments described above is presented in the following table.  

	
	        Summary of Adjustments

	

	Sale 
	Time
	Location
	Size
	Condition
	Total Adjustment

	No. 
	
	
	
	
	

	
	
	
	
	
	

	1
	0%
	+5%
	-5%
	+10%
	+10%

	
	
	
	
	
	

	2
	0%
	+5%
	-5%
	+10%
	+10%

	
	
	
	
	
	

	3
	0%
	+5%
	0%
	+10%
	+15%

	
	
	
	
	
	

	4
	0%
	+5%
	-5%
	+10%
	+10%

	
	
	
	
	
	

	5
	0%
	+5%
	-5%
	+10%
	+10%

	
	
	
	
	
	

	6
	0%
	+5%
	0%
	+10%
	+15%

	
	
	
	
	
	

	7
	0%
	+5%
	+5%
	+5%
	+15%

	
	
	
	
	
	

	8
	0%
	+5%
	+5%
	+5%
	+15%

	
	
	
	
	
	

	9
	0%
	+5%
	+5%
	+5%
	+15%

	
	
	
	
	
	

	10
	0%
	+5%
	-10%
	+5%
	0%

	
	
	
	
	
	

	11
	0%
	+5%
	-10%
	+5%
	0%

	
	
	
	
	
	

	12
	0%
	+5%
	-15%
	+10%
	0%

	
	
	
	
	
	

	13
	0%
	+5%
	-15%
	+10%
	0%

	
	
	
	
	
	

	14
	0%
	+5%
	-15%
	+10%
	0%

	
	
	
	
	
	

	15
	0%
	+5%
	-5%
	+10%
	+10%

	
	
	
	
	
	

	16
	0%
	+5%
	0%
	+10%
	+15%

	
	
	
	
	
	

	17
	0%
	+5%
	+5%
	+10%
	+20%

	
	
	
	
	
	


The adjustments above result in an adjusted sales price for each property as reflected in the following table.
	
	
	Adjusted Sale Price

	

	Sale
	Sales Price
	
	Adjustment
	
	Adjusted SP

	No.
	per S.F.
	
	
	
	Per S.F.

	
	
	
	
	
	

	1
	    $        233.56
	
	+10%
	
	$        256.92

	
	
	
	
	
	

	2
	 $         204.92 
	
	+10%
	
	 $        225.41 

	
	
	
	
	
	

	3
	 $         202.70 
	
	+15%
	
	 $       233.11 

	
	
	
	
	
	

	4
	 $         261.81 
	
	+10%
	
	 $       287.99 

	
	
	
	
	
	

	5
	$         258.35
	
	+10%
	
	$      284.19

	
	
	
	
	
	

	6
	$        182.82
	
	+15%
	
	$      210.24

	
	
	
	
	
	

	7
	$       196.77
	
	+15%
	
	$      226.29

	
	
	
	
	
	

	8
	$       259.67
	
	+15%
	
	$      298.62

	
	
	
	
	
	

	9
	$       252.18
	
	+15%
	
	$      290.01

	
	
	
	
	
	

	10
	$       222.42
	
	0%
	
	$      222.42

	
	
	
	
	
	

	11
	$       229.92
	
	0%
	
	$      229.92

	
	
	
	
	
	

	12
	$       266.04
	
	0%
	
	$      266.04

	
	
	
	
	
	

	13
	$       215.92
	
	0%
	
	$      215.92

	
	
	
	
	
	

	14
	$       206.90
	
	0%
	
	$      206.90

	
	
	
	
	
	

	15
	$       211.69
	
	+10%
	
	$      232.86

	
	
	
	
	
	

	16
	$       206.55
	
	+15%
	
	$      237.53

	
	
	
	
	
	

	17
	$       215.60
	
	+20%
	
	$      258.72


The seventeen (17) comparable sales considered indicate an adjusted sales price per square foot range between $206.90 and $298.62.  This is relatively broad range of value, yet the number of sales utilized, and their general similarity to the subject, indicates that they form an acceptable basis for estimating the Prospective Market Value of the subject residential space. 

From a statistical approach, a closer range of value is developed.  Following appropriate adjustments to each comparable sale, the seventeen (17) comparable sales considered develop a mean per square foot value of $246.06 and a median per square foot value of $233.11. 

These indicators should not, in themselves, lead to a value conclusion. But, when considered with the overall results of our market analysis, and considering all the pertinent data contained herein, they provide strong supporting evidence for our value conclusion.  

Based upon an analysis of all the data presented, in our opinion, the Prospective Market Value of the subjects residential space is approximately $240.00 per square foot.  

Then:


6,040± s.f. (net leasable) @ $240.00/s.f. = 


$1,449,600.00


Rounded to:


$ 1,450,000.00

Summary

The two previous sales analyses arrive at estimates of value for the subject’s commercial and residential space.  Those values are shown below. 

Value of Condominium Units:


$1,540,000.00

Value of Residential Units:


$1,450,000.00

Total Value:


$2,990,000.00

Rounded to:


$3,000,000.00

PROSPECTIVE VALUE ESTIMATE OF SUBJECT (CONDOMINIUMIZED)
$3,000,000.00
CORRELATION AND FINAL PROSPECTIVE MARKET VALUE ESTIMATE

Prospective Market Value by Cost Approach


$2,850,000.00

Prospective Market Value by Income Approach:





$2,950,000.00

Prospective Market Value by Sales Comparison Approach (Mix-use):
$3,450,000.00

Prospective Market Value by Sales Comparison Approach (Condominiumized):
$3,000,000.00

The final Prospective Market Value of the subject is based upon the inherent strengths and weaknesses of the three (3) approaches utilized in this report, as well as the quantity and quality of data available in valuing the property.  Reliance has been placed on current zoning and permitted uses in developing our Prospective Value estimate.  Consideration has been given to the demand for the availability of similar properties and the impact on property values caused by recent economic conditions as well as any recent development that which may have occurred in the market area.  

The three (3) approaches to value utilized in this report have, independently, developed a range of value estimates, between $2,850,000.00 and $3,450,000.00 with each approach having its inherent strengths and weaknesses.  

In reviewing the results of each approach, the Income Approach to value has relied upon the potential performance of the subject if fully offered for lease on the open market.  The data developed is considered to be reliable, yet it is recognized that there is a level of subjectivity regarding income and expenses.  This approach fully supports our final value estimate. 
The Cost Approach combines the current replacement cost of the improvements with the site value and the value of the other site improvements.  Our value estimate is based on Marshall & Swift Valuation Service and is supported by the cost estimates provided by the developer.  Because of the subjectivity of estimating an appropriate value for the subject land component, this approach was not given full weight, although this approach substantially supports our final value estimate.
The Sales Comparison Approach has relied upon a significant amount of recent market sales  activity as well as our own relevant file data and discussions with area Realtors.  Because a majority of these sales are relatively recent, they reflect the current actions of buyers, both users and investors in marketplace for such mix-use.  

Since the objective is to arrive at the Market Value for the subject, greater weight has been given to the results of the Sales Comparison Approach which provided a range of value of between $3,000,000.00 and $3,450,000.00.  This approach more accurately reflects present actions within the marketplace, particularly for new, good quality space.  

Therefore, based upon all of the data contained within the body of this report, it is our opinion that the Prospective Market Value of the subject as of September 1, 2008, is:

THREE MILLION ONE HUNDRED THOUSAND DOLLARS

$3,100,000.00

CERTIFICATION

The undersigned does hereby certify that, to the best of my knowledge and belief, except as otherwise noted in this appraisal report:

 1.
I have no present or prospective interest or bias with respect to in the property that is the subject of this report, and I have no personal interest or bias with respect to the parties involved with the assignment.

 2.
I will not reveal the confidential findings and results of this appraisal nor will I disclose confidential factual data obtained from the client or the results of an assignment prepared for a client to anyone other than: 1) the client and persons specifically authorized by the client; 2) such third parties as may be authorized by due process of law; and 3) a duly authorized professional peer review committee.

 3.
That my opinion of the market value is based upon my independent appraisal and the exercise of my professional judgment without collaboration or direction as to said value.

 4.
To the best of my knowledge and belief, the statements of fact contained in this appraisal report, upon which the analysis, opinions, and conclusions expressed herein are based, are true and correct.  No pertinent facts or information have been knowingly overlooked.

 5.
My analyses, opinions and conclusions were developed, and this report has been prepared, in conformity with the UNIFORM STANDARDS OF PROFESSIONAL APPRAISAL PRACTICE, as promulgated by the APPRAISAL STANDARDS BOARD OF THE APPRAISAL FOUNDATION.

 6.
The reported analyses, opinions, and conclusions are limited only by the reported assumptions and limiting conditions, and are my personal, impartial and unbiased professional analyses, opinions, and conclusions.

 7.
No one provided significant professional assistance to the person (or persons) signing this report except those, if any, who have been specifically acknowledged.

 8.
My engagement in this assignment and/or my compensation for completing this assignment are 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 directly related to the intended use of this appraisal.

9. The appraisal assignment was not based on a requested minimum valuation, a specific valuation, or the approval of a loan.

10.
Ronald M. Diorio has made an inspection of the subject property.  

STANDARD FORM RESTRICTIONS UPON DISCLOSURE AND USE
Disclosure of the contents of this appraisal report is governed by the Uniform Standards of Professional Appraisal Practice as promulgated by the Appraisal Standards Board of the Appraisal Foundation.
Neither all nor any part of the contents of this report (especially any conclusions as to the value, the identity of the appraiser or the firm with which he is connected) shall be disseminated to the public through advertising media, public relations media, news media, sales media, or any other public means of communication without the prior written consent and approval of the undersigned.

By reason of our investigation and by virtue of our experience, we have been able to form and have formed the opinion that, as of September 1, 2008, the proposed subject has a Prospective Market Value of:
THREE MILLION ONE HUNDRED THOUSAND DOLLARS

$3,100,000.00
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Ronald M. Diorio 

THE NOCERA COMPANY                                                                                           

