
Chapter

Table of Contents

About the Author ...................................................................................... vii

Acknowledgments .................................................................................... ix

Foreword .................................................................................................... xi

Chapter 1 The Origin and History of Office Properties .....................1
 The Origin of the Office Building .............................................1
 The Nineteenth Century ..........................................................2
 The Twentieth Century ...........................................................4
 The Twenty-First Century .......................................................5

Chapter 2 Types of Office Buildings and Valuation Nuances ...........7
 Low-Rise, Single-Tenant Office Building .................................7
 Low-Rise, Multitenant Office Building .....................................9
 Mid-Rise Office Building .......................................................10
 High-Rise Office Building ......................................................11
 Office Building with Street-Level Retail .................................12
 Medical or Dental Office Building .........................................13
 Office Condominium Building ...............................................15
 Bank Branch Building ...........................................................16
 Veterinary Hospital or Clinic Building ...................................16
 Office/Retail/Residential Building .........................................17

Chapter 3 Site Analysis .......................................................................19
 Preparing for the Inspection ..................................................19
 Assembling, Verifying, and Analyzing the Facts .....................19

Chapter 4 Improvement Analysis ......................................................29
 Preparing for the Inspection ..................................................29
 Exterior Inspection ...............................................................29
 Interior Inspection ................................................................32
 Building Measurement ..........................................................37
 Miscellaneous Considerations ...............................................46
 Building Classification ..........................................................47
 Building Condition ................................................................48



	 vi	 The Valuation of Office Properties: A Contemporary Perspective

 Building Utility and Marketability .........................................48
 Green Buildings ....................................................................48
 Appendix: Derivation of Floor Load Factor ............................52

Chapter 5 The Income Capitalization Approach ..............................55
 Section 1. Theoretical Premise and Methodology of  
  Income Capitalization ...........................................55
 Section 2. Office Leases and Important Terms .......................63
 Section 3. Maple Landing  Case Study Introduction ...............66
 Section 4. Estimating Rents and Vacancies ............................68
 Section 5. Operating Expenses, Leasing Commissions,  
  and Capital Costs...................................................73
 Section 6. Forecasting Cash Flows .........................................82
 Section 7. Direct Capitalization and Yield Capitalization ........84
 Section 8. Reconciliation of the Income Capitalization  
  Approach ..............................................................94
 Section 9. Alternative Valuation Scenarios .............................95

Chapter 6 The Sales Comparison Approach ..................................101
 Step 1. Identify Subject Property Attributes .....................102
 Step 2. Research Comparable Sales, Listings, and  
  Contracts .............................................................102
 Step 3. Confirm Comparable Data ..................................103
 Step 4. Organize Data and Calculate Units  
  of Comparison .....................................................106
 Step 5. Identify Value-Influencing Differences  
  (Elements of Comparison) ..................................106
 Step 6. Adjust for Differences ..........................................111
 Step 7. Reconcile the Analyses ........................................117
 Alternative Valuation Scenarios ...........................................117

Chapter 7 The Cost Approach ..........................................................121
 Step 1. Site Valuation ......................................................122
 Step 2. Reproduction or Replacement Cost .....................123
 Step 3. Depreciation .......................................................130
 Step 4. Subtract Total Depreciation from Building  
  Improvements .....................................................136
 Step 5. Estimate and Add the Depreciated Cost New of  
  the Site Improvements .........................................136
 Step 6. Conclusion of Value .............................................138
 Alternative Valuation Scenarios ...........................................138

Chapter 8 Reconciliation ...................................................................141
 Review ................................................................................141
 Cautions ..............................................................................142

Glossary...................................................................................................143

Bibliography ............................................................................................155


