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IN THE UNITED STATES DISTRICT COURT 
FOR THE NORTHERN DISTRICT OF TEXAS 

DALLAS DIVISION 

SECURITIES AND EXCHANGE 
COMMISSION, 

Plaintiff, 

v.

TIMOTHY BARTON,  
CARNEGIE DEVELOPMENT, LLC, 
WALL007, LLC, 
WALL009, LLC, 
WALL010, LLC, 
WALL011, LLC, 
WALL012, LLC, 
WALL016, LLC, 
WALL017, LLC, 
WALL018, LLC, 
WALL019, LLC, 
HAOQIANG FU (A/K/A MICHAEL FU), 
STEPHEN T. WALL, 

Defendants, 

DJD LAND PARTNERS, LLC, and 
LDG001, LLC, 

Relief Defendants. 
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REGARDING APPROVAL OF SALE OF AMERIGOLD SUITES 
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Respectfully submitted, 

RECEIVER 

By:   /s/ Charlene C. Koonce
Cortney C. Thomas 
  Texas Bar No. 24075153 
cort@brownfoxlaw.com

Charlene C. Koonce 
  Texas Bar No. 11672850 
charlene@brownfoxlaw.com

Timothy B. Wells 
  Texas Bar No. 24131941 
tim@brownfoxlaw.com

BROWN FOX PLLC 
8111 Preston Road, Suite 300 
Dallas, TX  75225 
Tel. 214.327.5000 
Fax. 214.327.5001 

CERTIFICATE OF SERVICE 

Pursuant to Fed. R. Civ. P. 5(d)(1)(B), as amended, no certificate of service is necessary, 
because this document is being filed with the Court’s electronic-filing system. 

/s/ Charlene C. Koonce 
Charlene C. Koonce 
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An Appraisal Report of:

AMERIGOLD SUITES

LOCATED AT:

13636 Goldmark Drive
Irving, Texas 75038

Latitude: 32.883968 N
Longitude: 96.956886 W

NVC File No.  DAL2212073

PREPARED FOR:

Mr. Cort Thomas, Receiver
Partner

Brown Fox, PLLC
8111 Preston Road, Suite 300

Dallas, Texas 75225

EFFECTIVE DATE OF APPRAISAL:

“As Is” - January 19, 2023

PREPARED BY:

NATIONAL VALUATION CONSULTANTS, INC.
7807 EAST PEAKVIEW AVENUE, SUITE 200

CENTENNIAL, COLORADO  80111
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February 9, 2023

Mr. Cort Thomas, Receiver
Partner
Brown Fox, PLLC
8111 Preston Road, Suite 300
Dallas, Texas 75225

Re: Amerigold Suites - 13636 Goldmark Drive, Irving, Texas, 75240
NVC File No.: DAL2212073
Latitude: 32.560732 N, Longitude: 96.451664 W

Dear Mr. Thomas:

In compliance with your request, enclosed is an appraisal report of the above-referenced property. 
The purpose of the appraisal is to provide our “as is” market value opinion of the fee simple interest
in the subject property.  The date of property inspection was January 19, 2023 and the effective date
of value is the same date.

Briefly described, the subject is a 70-unit apartment facility built in 1981 on a 3.56 acre site located
in North Dallas, just west of US-75 freeway and north of IH-635 freeway, surrounded by other lodging
and apartment communities and close to various retail, restaurant, office, and other commercial
facilities.  

The property is operated as a hybrid between an apartment and an extended stay lodging facility, but
as the suites are not furnished and it leases by the month, it is more comparable to an apartment
complex.  

The property contains 11, two-story garden-style buildings with two unit types, built in 1981.   Per
management, there are 60 single-story one bedroom units at 660 SF, and 10 two-story, two bedroom
units at 1,200 SF for a total size of 51,600 SF. In addition, there is a leasing center with restrooms,
kitchen area and community room, and a separate maintenance building with garage and workshop
is located at the rear of the property.

All units are carpeted in the bedroom areas, with tile in the entries, bathrooms and kitchens, the latter
being equipped with electric range, fridge/freezer and dishwasher.  Project amenities include
landscaped grounds, community pool, and a small on-site fitness center, although this was closed at
the time of inspection as it recently suffered flood damage due to a frozen pipe burst.  All units have
a small patio area or balcony. 

Rates are quoted on a monthly basis and are all-inclusive of utilities (except electricity and cable). 
On the date of inspection, average base rates were quoted at $1,200 per month  for the one bedroom
suites and $1,800 per month for the two-bedroom.  The minimum rental period is one month, but
some agreements are for several months or more, and most tenants have been in place much longer. 
Rents are due in full in advance and there are no leases signed and no credit checks taken, although
criminal background checks are conducted. 

There are a variety of customers at this facility, including monthly residents and long-time residents,
with some reportedly having been in occupancy for over nine years.  Per the manager, occupancy
had generally been around 100% until Covid-19 became rampant in March 2020.  Since then,
occupancy has varied as a number of residents have been evicted and damaged units have had to
be repaired.  Nevertheless, all of the habitable units are advised to be occupied with a waiting list. 

APP000047
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Mr. Cort Thomas
February 9, 2023
Page 2

As of our inspection date, 11 units were in need of repair and were out of commission so that
occupancy was around 84.3% and repairs are needed to make these units habitable again. 

The property is currently the subject of a signed  LOI for a sale to Worth Street Partners, a local real
estate investor, for a price of $5,500,000.  The buyer intends to spend approximately $1,380,000 on
renovating the interiors and $1,660,000 on exterior renovations for a total investment of around
$8,540,000, or $122,000 per unit.

Additional offers have also been received from two other potential purchasers at figures of $4.0 million
and $4.2 million.

It is our opinion that this report complies fully with the current Uniform Standards of Professional
Appraisal Practice (USPAP) adopted by the Appraisal Standards Board of the Appraisal Foundation. 

Our market value opinion is subject to certain standard assumptions and limiting conditions which
are referenced in the accompanying appraisal report.  In addition, there is one Extraordinary
Assumption that may have affected the assignment results, as follows.

EXTRAORDINARY ASSUMPTION

During our inspection of the property, a random sampling of the subject's units were
inspected.  For the purposes of this appraisal, we have assumed that the condition and
decor of the remaining units (those not inspected) is similar to those inspected and
described within this report.  If it is determined that the condition and/or decor of the
remaining units is significantly different than described herein, a re-valuation of the
subject could be required.

Based upon the data, analyses and reasoning contained in the attached report, and subject to the
assumptions and limiting conditions set forth in this analysis, the “as is” market value of the fee
simple interest in the subject property as of January 19, 2023, is set forth below:

$4,400,000

FOUR MILLION FOUR HUNDRED THOUSAND DOLLARS

Please note that our value opinion includes personal property such as appliances, pool and fitness
equipment, and office equipment.  We have included all personal property in the appraised value of
the subject property since we have determined from our analysis that it is typically traded with both
hotels and apartments in the market area.  Also, our value reflects our opinion of the market value of
the subject that does not distinguish any allocation or contribution from the business operation.
Therefore, in accordance with appraisal requirements, the value is allocated between real estate and
personal property as follows:

Allocation of Value

Valuation Premise “As Is” Market Value

Date of Valuation January 19, 2023

Total Market Value $4,400,000

Allocation of Real Property $4,350,000

Allocation of Personal Property $50,000

APP000048
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Mr. Cort Thomas
February 9, 2023
Page 3

We appreciate the opportunity to serve you, and trust you will advise us if we can be of further
assistance.

Respectfully submitted,

NATIONAL VALUATION CONSULTANTS, INC.

Charles G. Dannis, MAI, SRA (Appraisal Institute)

Senior Managing Director
Texas Certified General Appraiser
License No.: TX 1321531 G

Phone: 214-932-1818 
E-mail: cdannis@nvcinc.com

Simon D. Neame, MRICS
Senior Vice President
Texas Certified General Appraiser
License No.: TX 1330329 G 

Phone: 214-932-1821 
E-mail: sneame@nvcinc.com
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SUBJECT PHOTOGRAPHS
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EXECUTIVE SUMMARY

CLIENT: Mr. Cort Thomas, Receiver
Partner
Brown Fox, PLLC
8111 Preston Road, Suite 300
Dallas, Texas 75225

PROPERTY IDENTIFICATION: Amerigold Suites
13636 Goldmark Drive
Dallas, Texas 75240

PURPOSE OF REPORT: As requested, the purpose of this appraisal assignment
is to estimate the market value of the fee simple
interest in the subject, including the contributory value
of the fixtures and equipment, as of our date of
inspection, January 19, 2023.

DATE OF INSPECTION: January 19, 2023

DATE OF REPORT PREPARATION: Late December 2022 to early February 2023

EXTRAORDINARY ASSUMPTIONS: This report is subject to one Extraordinary Assumption
mentioned in the Letter of Transmittal and in the
attached report.

SITE DESCRIPTION: 3.56 acres (155,074 square feet) located on the south
corner of Goldmark Drive and Midpark Road.

ZONING: MU-3 - Mixed Use 3 District within the City of Dallas.

IMPROVEMENTS: 70-unit two-story apartment/hotel facility built in 1981.

IMPROVEMENT SUMMARY: Details of the subject property are summarized below
for informational purposes.

Total Units: 70
Total Number of Buildings: 11 (nine residential, one leasing office/community

room, and one maintenance shop/garage.
Net Rentable Area: 51,600 SF (per property manager)
Average Unit Size: 737 SF
Total Number of Parking Spaces 90 parking spaces

UNIT MIX:

Unit Mix

Unit Type
Avg Size

(SF)
No. of
Units

% of 
Total

Rentable
Area (SF)

1 BR 1 BA 660 60 85.7% 39,600

2 BR 2 BA 1,200 10 14.3% 12,000

Totals 737 70 100.0% 51,600

DAL2212073 National Valuation Consultants, Inc. Page 2
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Executive Summary - continued

HIGHEST AND BEST USE:

As if Vacant: Multi-family development.

As Improved: Continued operation as a hybrid between an
apartment and an extended stay lodging facility.  

MARKET VALUE OPINION SUMMARY:

Summary of Market Value Indications

Approach/Technique Indicated Value

Cost Approach Not Utilized

Sales Comparison Approach $4,200,000

Income Capitalization Approach $4,400,000

Reconciled $4,400,000

Resulting Key Units of Comparison

Indicated Value/SF(NRA) $85.27

Indicated Value/Unit $62,857

Forecast Stabilized Occupancy 92.5%

Forecast Loss to Lease 0.0%

Market Rent/Unit $1,350/Month

Projected Expense/Unit (including reserves) per Year $8,736

Projected Operating Expenses/EGI% 55.6%

Direct Capitalization Rate 6.50%

DAL2212073 National Valuation Consultants, Inc. Page 3
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PREMISES OF THE APPRAISAL

DAL2212073 National Valuation Consultants, Inc. Page 4
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SCOPE OF WORK

SCOPE OF WORK DEFINED 

The Scope of Work requirement within the Uniform Standards of Professional Appraisal Practice
(USPAP) of the Appraisal Standards Board states that the appraiser must provide the following
information within each appraisal, appraisal review, or appraisal consulting assignment:

1. Identify the problem to be solved;

2. Determine and perform the scope of work necessary to develop credible assignment results;
and

3. Disclose the scope of work in the report.1

While the scope of work is addressed within many sections of this report, the following is a summary
of the Scope of Work for this assignment.

APPRAISAL ELEMENTS

There are seven key assignment elements that need to be addressed when identifying the appraisal
problem.  These include:

1. Client;

2. Intended users in addition to the client;

3. Intended use;

4. Objective, or type of value scenario(s) in an appraisal assignment;

5. Effective date(s);

6. Property characteristics that are relevant to the assignment (e.g. interest valued, physical
and legal characteristics); and

7. Assignment conditions (e.g. hypothetical conditions, extraordinary assumptions,
supplemental standards, and jurisdictional exceptions).2

CLIENT, INTENDED USERS AND INTENDED USE

This appraisal is prepared at the request of Mr. Cort Thomas, Receiver, to assist with decision
making regarding a potential sale of the property.  The intended user of this appraisal is our client. 
This report has no other intended use, and National Valuation Consultants, Inc. is not responsible
for the use of this report by any third parties.

1  Uniform Standards of Professional Appraisal Practice, 2020-2021 Edition, Effective January 1, 2020 through December 31,
2023, Advisory Opinion 28 (AO-28).
2 Ibid, page A-92.

DAL2212073 National Valuation Consultants, Inc. Page 5
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Scope of Work - continued

VALUATION SCENARIOS AND EFFECTIVE DATES

After consideration of these assignment elements, the following market value scenarios and effective
dates are used to solve the appraisal problem, as defined by the client:  

“As Is”market value of the fee simple interest in the subject property, including the contributory
value of the, fixtures and equipment, as of our date of inspection, January 19, 2023.

PROPERTY RIGHTS APPRAISED

The property rights appraised are those of a fee simple interest in the subject real property.  No
opinion of value is provided for mineral rights, water rights or other non-realty items which may or
may not be associated with the property.

ANALYSIS PERFORMED IN THE ASSIGNMENT

The work performed within this appraisal assignment includes a number of independent
investigations and analyses.  The methods and sources utilized are listed as follows:

Approaches to Value: The three traditional valuation approaches – cost, income, and sales
comparison – were considered in the appraisal along with the subdivision development
approach.  Value indications were derived from those considered applicable, which is
discussed later in this report.

Market Area Analysis:  Mr. Simon D. Neame, MRICS, inspected the subject’s market area,
evaluated demographic and economic statistics, reviewed city zoning maps, aerial
photographs and other market data in analyzing the characteristics of the subject area.

Site Description and Analysis: This description is based on an on-site inspection and
review of documents provided by the owner.  Specific documents used in the description are
cited in the Site Analysis section of this report.

Improvement Description and Analysis:  This description is also based on an on-site
inspection and other information provided by the owner.  Specific documents used in the
description are cited in the Description of the Improvements section of this report.

Market Data:  All market data were derived from multiple conversations with many
individuals through a cooperative effort between the appraisers and professional research
staff of National Valuation Consultants, Inc. (NVC). All rent comparables were confirmed by
NVC staff and personally viewed by the appraiser. The confirmation source is listed along
with each comparable located within the following Competitive Market Analysis section. 

Comparable Sales:  The appraisers assembled data on comparable improved property
sales from abstracts provided by CoStar COMPS; Reis Inc.; public deed records; newspaper
articles and news releases; and conversations with numerous real estate buyers, sellers,
and agents active in the marketplace. Each sale comparable was confirmed by NVC staff
and the confirmation source is detailed within each sale comparable abstract, which is
located in the Addenda.
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Scope of Work - continued

CONTACTS

In addition to public records and other sources cited in this appraisal, we have relied on the following
parties for information pertaining to the subject:

Subject Property Contacts

Contact Company Phone Number

Mr. Tim Wells Brown Fox, PLLC 214-367-6091

Ms. Joanna Roberts, Property Manager Amerigold Suites 214-575-9044
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DEFINITIONS OF TERMINOLOGY

APPRAISAL - (noun) the act or process of developing an opinion of value.  (adjective) of or pertaining
to appraising and related functions such as appraisal practice or appraisal services.  Comment:  An
appraisal must be numerically expressed as a specific amount, as a range of numbers, or as a
relationship to a previous value opinion or numerical benchmark.3

ASSIGNMENT - An valuation service that is provided by an appraiser as a consequence of an
agreement with a client.4

MARKET VALUE - 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 motived;
2. Both parties are well informed or well advised, and acting in what they consider their

own best interests; 
3. A reasonable time is allowed for exposure in the open market;
4. Payment is made in terms of cash in U.S. dollars or in terms of financial arrangements

comparable thereto; and
5. The price represents the normal consideration for the property sold unaffected by special or

creative financing or sales concessions granted by anyone associated with the sale.5

AS IS MARKET VALUE - The estimate of the market value of real property in its current physical
condition, use, and zoning as of the appraisal date, Interagency Appraisal and Evaluation Guidelines,
OCC.

FEE SIMPLE ESTATE - Absolute ownership unencumbered by any other interest or estate, subject
only to the limitations imposed by the governmental powers of taxation, eminent domain, police
power, and escheat.6

FORECASTING- To estimate, calculate, or indicate in advance. Forecasts made by appraisers are
based on past trends and the perceptions of market participants concerning their continuation or
alteration.7

PROJECTION - A process in which past and contemporaneous experience is extrapolated into the
future using a mechanical formula; may be a simple, straight-line projection or one based on a
complex formula; presumes that the conditions and rates of change of the past and present will
continue in the future.8

EXTRAORDINARY ASSUMPTION - An assumption, directly related to a specific assignment, as of
the effective date of the assignment results, which, if found to be false, could alter the appraiser’s
opinions or conclusions.  Extraordinary assumptions presume as fact otherwise uncertain information
about physical, legal, or economic characteristics of the subject property; or about conditions external 
to the property such as market conditions or trends; or about the integrity of data used in an
analysis.9

3  USPAP 2020-2021 Edition, Page 3
4  USPAP 2020-2021 Edition, Page 3
5 Code of Federal Regulations; Title 12--Banks And Banking; Chapter I--Comptroller Of The Currency, Department Of The 
   Treasury; Part 34--Real Estate Lending And Appraisals--Subpart C—Appraisals Sec. 34.42 Definitions; Revised as of     
January 1, 2000
6  Appraisal Institute, The Dictionary of Real Estate Appraisal, 6th edition
7  Appraisal Institute, The Dictionary of Real Estate Appraisal, 6th edition 
8  Appraisal Institute, The Dictionary of Real Estate Appraisal, 6th edition
9  Appraisal Institute, The Dictionary of Real Estate Appraisal, 6th edition
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Definitions of Terminology - continued

HYPOTHETICAL CONDITION - A condition, directly related to a specific assignment, which is
contrary to what is known by the appraiser to exist on the effective date of the assignment results,
but which is used for the purposes of the analysis.  Hypothetical conditions are contrary to known
facts about physical, legal, or economic characteristics of the subject property; or about conditions
external to the property, such as market conditions or trends, or about the integrity of data used in
an analysis.10

EXPOSURE TIME - Estimated length of time that the property interest being appraised would have
been offered on the market prior to the hypothetical consummation of a sale at market value on the
effective date of the appraisal.11

MARKETING TIME - Opinion of the estimated 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.12

INTENDED USE - the use(s) of an appraiser’s reported appraisal or appraisal review assignment
results, as identified by the appraiser based on communication with the client at the time of the
assignment.13

INTENDED USER - the client and any other party as identified, by name or type, as users of the
appraisal or appraisal review report by the appraiser, based on communication with the client  at the
time of the assignment.14

PERSONAL PROPERTY - Identifiable tangible objects that are considered by the general public as
being “personal” - for example, furnishings, artwork, antiques, gems and jewelry, collectibles,
machinery and equipment; all tangible property that is not classified as real estate.15

TANGIBLE PROPERTY - Property that can be perceived with the senses; includes land, fixed
improvements, furnishings, merchandise, cash, and other items of working capital used in an
enterprise.16

INTANGIBLE PROPERTY -  Nonphysical assets, including but not limited to franchises, trademarks,
patents, copyrights, goodwill, equities, securities, and contracts as distinguished from physical assets
such as facilities and equipment.17

EFFECTIVE DATE - 1) The date on which the analyses, opinions, and advice in an appraisal review,
or consulting service apply. 2) In a lease document, the date upon which the lease goes into effect.
18

10  Appraisal Institute, The Dictionary of Real Estate Appraisal, 6th edition
11  USPAP 2020-2021 Edition, Page 4
12 Appraisal Institute, The Dictionary of Real Estate Appraisal, 6th edition
13 USPAP 2020-2021 Edition, Page 5.
14 USPAP 2020-2021 Edition, Page 5.
15 USPAP 2020-2021 Edition, Page 5.
16  Appraisal Institute, The Dictionary of Real Estate Appraisal, 6th edition.
17  USPAP 2020-2021 Edition, Page 5
18  Appraisal Institute, The Dictionary of Real Estate Appraisal, 6th edition.
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IDENTIFICATION AND HISTORY OF THE PROPERTY

PROPERTY NAME: Amerigold Suites  

LOCATION: Dallas, Texas

ADDRESS: 13636 Goldmark Drive, Dallas, Texas 75240

COUNTY: Dallas

PROPERTY I.D./ACCOUNT #: 00000769000800000

OWNER OF RECORD: Goldmark Hospitality, LLC
13901 Midway Road, # 102, Farmers Branch, Texas 75244

LEGAL DESCRIPTION: Carleton House Garden Hotel, Block A/7761, Lot 3, Acres 3.56,
Dallas County, Texas, per tax records.  A full legal description
was not provided the appraisers.

HISTORY OF THE PROPERTY: The subject improvements were constructed in 1981 and the
property was acquired by existing ownership in 2007 for an
unknown price.  

There have been no property transfers in the past three years
according to public record.  However, per a signed letter of
intent provided by our client, the property is to be sold to Worth
Street Partners, a local investor, for a figure of $5,500,000. 
The buyer reportedly intends to spend just over $3.0 million on
renovations and repairs to enhance its appeal.

Two other proposals have been received, also from local
investor/developers, at figures of $4,000,000 and $4,200,000.
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STANDARD ASSUMPTIONS AND LIMITING CONDITIONS

1. Disclosure of the contents of the appraisal report is governed by the bylaws and regulations of
the professional appraisal organizations with which the appraiser is affiliated:  specifically, the
Appraisal Institute.

2. When the signatory of this appraisal report is a candidate or a member of the Appraisal
Institute, its bylaws and regulations require the member or candidate to control the use and
distribution of the report.  Therefore, except as hereinafter provided, the party for whom this
appraisal report was prepared may distribute copies of the report, in its entirety, to such third
parties as may be selected by the party for whom this appraisal report was prepared.  However,
selected portions of this appraisal report shall not be given to third parties without the prior
written consent of the signatory of the report.  Further, neither all nor any part of this appraisal
report shall be disseminated to the general public by the use of advertising media, public
relations media, news media, sales media or other media for public communication without the
prior written consent of the signatory of the report.  Nor shall the appraiser, firm, or professional
organization of which the appraiser is a member be identified without written consent of the
appraiser.

3. The appraiser will not be required to give testimony or appear in court because of having made
this appraisal, with reference to the property in question, unless previous arrangements have
been made.

4. The distribution of the total valuation in this report between land and improvements applies only
under the stated highest and best use of the property.  The separate allocation of value for land
and improvements must not be used in conjunction with any other appraisal and is invalid if so
used.

5. The legal description used in this report is assumed to be correct.

6. No survey of the property has been made by the appraiser and no responsibility is assumed
in connection with such matters. Maps and sketches are included only to assist the reader in
visualizing the property.

7. No responsibility is assumed for matters of a legal nature affecting title to the property, nor is
an opinion of title rendered.  The title is assumed to be good and merchantable unless
otherwise stated.

8. It is assumed that there are no hidden or unapparent conditions of the property, subsoil,
(including termite infestations) or structures which would render it more or less valuable.  No
responsibility is assumed for such conditions or for engineering which may be required to
discover such.

9. All mechanical components are assumed to be in operable condition as would be considered
standard for properties similar to the subject in type and age.  The heating, cooling, ventilation,
plumbing and electrical equipment are considered to be in similar condition to the observable
elements of the improvements unless otherwise  stated. The insulation and energy efficiency
of the improvements are assumed to be adequate and standard for the subject type and age
unless otherwise noted.

10. Information furnished by others is assumed to be true, correct and reliable.  A reasonable effort
has been made to verify such information; however, no responsibility for its accuracy is
assumed by the appraiser.

11. The opinion of value assumes responsible ownership and competent management.
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Standard Assumptions and Limiting Conditions - continued

12. Unless otherwise stated in this report, the existence of hazardous substances, including without
limitation asbestos, polychlorinated biphenyls, petroleum leakage, or agricultural chemicals,
which may or may not be present on the property, or other environmental conditions, were not
called to the attention of nor did the appraiser become aware of such during the appraiser's
inspection. The appraiser has no knowledge of the existence of such materials on or in the
property unless otherwise stated. The appraiser, however, is not qualified to test such
substances or conditions.  If the presence of such substances, such as asbestos, urea
formaldehyde foam insulation, or other hazardous substances or environmental conditions, may
affect the value of the property, the opinion of value is predicated on the assumption that there
is no such condition on or in the property or in such proximity thereto that it would cause a loss
in value.  No responsibility is assumed for any such conditions, nor for any expertise or
engineering knowledge required to discover them.

13. The values contained in this report are opinions.  There is no guarantee, written or implied, that
the subject property will sell or lease for the indicated amounts.

14. The appraisers of National Valuation Consultants, Inc. reserve the right to amend and/or alter
statements, analyses, conclusions and opinions of value if information pertinent to this
assignment is made known to us after the completion of the report.

15. National Valuation Consultants, Inc., as well as any employee, agent or officer thereof, shall
be completely indemnified against any and all losses, claims, damages, liabilities, costs or
expenses to which the recipient and/or third party user may become subject, but only if neither
National Valuation Consultants, Inc. nor any other indemnified person shall have been grossly
negligent or shall have taken or omitted to take any action in bad faith in connection with the
preparation of this report.

16. The Americans with Disabilities Act ("ADA") became effective January 26, 1992.  We have not
made a specific compliance survey and analysis of this property to determine whether or not
it is in conformity with the various detailed requirements of the ADA.  It is possible that a
compliance survey of the property, together with a detailed analysis of the requirements of the
ADA, could reveal that the property is not in compliance with one or more of the requirements
of the Act.  If so, this fact could have a negative effect upon the value of the property.  Since
we have no direct evidence relating to this issue, we did not consider possible noncompliance
with the requirements of ADA in estimating the value of the property.

17. Unless otherwise noted, all prospective values, if any, in this appraisal, are based on the
market conditions which exist at the date of inspection combined with an informed forecast,
based on current trends in supply and demand for the property type under appraisal, as to what
such conditions will be at the future date of property completion and or stabilization.  The
appraiser cannot be held responsible for unforeseeable events, such as unexpected new
construction, unanticipated changes in economic conditions, or any other such events which
might occur and which would alter market conditions prior to the effective date of the appraisal.
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EXTRAORDINARY ASSUMPTIONS AND HYPOTHETICAL CONDITIONS

Our market value opinion is subject to certain standard assumptions and limiting conditions which
are referenced in the accompanying appraisal report.  In addition, there is one Extraordinary
Assumption (but no Hypothetical Conditions) that may have affected the assignment results, as
follows.

EXTRAORDINARY ASSUMPTION

During our inspection of the property, a random sampling of the subject's units were
inspected.  For the purposes of this appraisal, we have assumed that the condition and
decor of the remaining units (those not inspected) is similar to those inspected and
described within this report.  If it is determined that the condition and/or decor of the
remaining units is significantly different than described herein, a re-valuation of the
subject could be required.
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PRESENTATION OF DATA
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AREA/SUBJECT MAP
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DALLAS-FORT WORTH-ARLINGTON, TX MSA
ECONOMIC AND DEMOGRAPHIC INTRODUCTION

MSA Defined

According to the U.S. Office of Management and Budget, the Dallas-Fort Worth-Arlington, TX
Metropolitan Statistical Area (19100) is defined as follows.

Principal Cities: Dallas, Fort Worth, Arlington, Plano, Irving, Denton, Richardson, Grapevine.
Constituent Counties: Collin County, Dallas County, Denton County, Ellis County, Hunt County,
Kaufman County, Rockwall County, Johnson County, Parker County, Tarrant County, Wise
County.

Linkages and Locational Attributes

The cities of Dallas and Fort Worth are the two central cities of the Metroplex.  Dallas and its suburbs
have one of the highest concentrations of corporate headquarters in the United States and is the
largest growing metropolitan economy in the nation.  Its major industries include Information
Technology and Conducting Business.  Fort Worth's economy is fueled by defense and aircraft
manufacturing, as well as the Texas farming and ranching industry.  

The Dallas-Fort Worth Metroplex is home to over 220 publicly traded companies and roughly 700 total
corporate headquarters, one of the largest concentrations in the United States.  As a whole, the
region has over 20 Fortune 500 companies and approximately 40 Fortune 1,000 companies.  Among
these companies in Dallas are AT&T, Southwest Airlines, Texas Instruments, and Exxon Mobil; Fort
Worth is home to American Airlines and several major defense manufacturers including Lockheed
Martin and Bell Helicopter Textron.

The Dallas-Fort Worth region's attractive quality of life, low cost of living, skilled labor force,
pro-business mindset and absence of corporate and personal income taxes all contribute to a strong
regional and state economy.  The region's central location allows it to function as a logistics and
distribution hub, giving businesses an edge by putting key markets within easy reach of both truck and
rail shipping.

Transportation

Highways

The Dallas-Fort Worth area has multiple different freeways and interstates.  Major north-south
Interstates include I-35 and I-45/I-75.  I-35 splits into I-35E and I-35W from Denton to Hillsboro. 
I-35W goes through Fort Worth while I-35E goes through Dallas.  I-45 connects Dallas to Houston. 
I-75 connects Dallas to Durant Oklahoma.  East-west routes include I-30 and I-20.  The North Central
Texas Council of Governments is a cooperative effort of all the counties impacted by the continued
population growth and resulting traffic congestion, with the charter to help plan and coordinate future
transportation needs of the region.  Two major turnpikes have been opened in the last 10 years to
address this growth: the Sam Rayburn Tollway, which links north Tarrant County to Collin County and
the President George Bush Turnpike, which links I-20 and I-30, south of DFW Airport, to the Dallas
North Tollway and I-75.

Regional Outer Loop Project

The Dallas-Fort Worth Regional Outer Loop is a proposed future bypass route around the DFW
metroplex. The purpose of the DFW Regional Outer Loop project is to improve regional mobility and
system connectivity with the I-35 corridor. The Outer Loop project seeks to reduce traffic congestion
through the DFW metroplex urban core by directing it around the metroplex. As much of the traffic that
flows through the metroplex does not terminate in the metroplex, it was envisioned that a bypass
route would be beneficial to traffic, particularly truck traffic, that has no need to go through the
metroplex core. The Outer Loop project will include improvements to I-35, I-35W, SH-170, SH 360,
and also includes the associated Loop 9 project. 
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Economic and Demographic Profile - continued

Regional Outer Loop Project (continued)

A map of the proposed Regional Outer Loop project development site is provided below. 

Public Transportation

Public transit options continue to expand significantly, though in several outlying suburbs, it remains
limited.  Dallas County and parts of Collin and Rockwall Counties have bus service and light rail
operated by Dallas Area Rapid Transit, (DART), covering thirteen cities.  The Red Line extends north
to Plano and southwest to Westmoreland Road.  The Blue Line reaches from Rowlett in the northeast
to Ledbetter Road in south Dallas.  An additional three miles south to the University of North Texas
near I-20 recently opened.  DART's 28-mile Green Line connects Carrollton in the northwest through
Downtown Dallas to Pleasant Grove in the southeast.  The Orange Line is being extended in phases
from Northwest Hwy to Las Colinas, in Irving, and finally to DFW International Airport.

Rail

Tarrant County has bus service operated by the Fort Worth Transportation Authority (known as 'The
T'), available only in Fort Worth.  The commuter train that serves Fort Worth and its eastern suburbs
is operated as the Trinity Railway Express.  It connects downtown Fort Worth to downtown Dallas,
where it links to the DART light rail system.  A station near its midpoint, Centerport, serves DFW
Airport via a free airport shuttle bus.

The Dallas-Fort Worth-Arlington area is served by the Burlington Northern and Santa Fe Railway's
Intermodal freight transport yard, the Yellow Freight Systems' cross-docking facility and the Union
Pacific intermodal facility, all located adjacent to I-45, southeast of Dallas. 
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Economic and Demographic Profile - continued

Air Transportation

Dallas-Fort Worth International Airport

Commercial air transportation is handled through the Dallas-Fort Worth International Airport (DFW). 
DFW, located midway between Dallas and Fort Worth, is the world's largest in terms of land area,
covers in excess of 18,000 acres.  According to the airport's website, DFW Airport provides non-stop
access to 193 U.S. and 67 international cities.  During 2021 DFW served over 62.5 million passengers
and over 1.8 billion tons of cargo a significant increase over the 39.3 million passengers and 872,000
tons of cargo served by the same date in 2020.  DFW currently ranks 3rd in the world in terms of
operations, and 2nd in terms of passengers.  The airport also provides employment for close to
228,000 individuals.  A map of non-stop flights from DFW is presented below.

Dallas Love Field Airport

Dallas Love Field is a City of Dallas owned and operated general-purpose airport located
approximately five driving miles northwest of downtown.  Love Field serves both commercial airline
and corporate user needs.  Southwest Airlines corporate headquarters are located at the airport. Love
Field recently held its 100-year anniversary in 2017 and now operates seven FBO's and general
aviation facilities, including charter flights.  A recent $519 million modernization of Love Field's
terminals replaced the original terminal buildings with a single 20-gate concourse.  With travelers now
flying to over 42 major U.S. cities, Love Field serves as the front door to Dallas for over seven million
passengers a year, providing a vital link in the City of Dallas economy.
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Economic and Demographic Profile - continued

Dalla-Fort Worth MSA State of Texas United States

2020 Census 7,637,387 29,145,505 331,449,281
2023 Estimate 7,933,171 30,065,904 334,500,069
2028 Projection 8,329,332 31,310,079 341,662,969
2020 - 2023 % Annual Change 1.3% 1.0% 0.3%
2023 - 2028 % Annual Change 1.0% 0.8% 0.4%

Average Age 37.2 37.4 40.2
Median Age 36.2 35.9 39.2

2020 Census 2,760,991 10,491,147 126,817,580
2023 Estimate 2,867,378 10,848,636 128,298,155
2028 Projection 3,013,369 11,325,374 131,437,810
2020 - 2023 % Annual Change 1.3% 1.1% 0.4%
2023 - 2028 % Annual Change 1.0% 0.9% 0.5%
2023 Average Household Size 2.7 2.7 2.5

2023 Estimated Median Household $81,625 $71,347 $73,336
2023 Estimated Avg. Household $113,629 $101,151 $104,972
% Under $50,000 29.9% 35.7% 34.8%
% $50,000 - $100,000 29.8% 29.3% 28.7%
% Over $100,000 40.2% 35.0% 36.4%

Environics Analytics, 2023

Regional Demographic Summary

Population
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Demographic Overview

The following table provides a summary of key demographic characteristics within the Dallas-Fort
Worth MSA, the State of Texas, and the nation.

Population Trends

Population Trends

The Dalla-Fort Worth MSA has recorded annual population growth of 1.3% since 2020, which has
outpaced population growth in the State of Texas as a whole.  Over the next five years, the Dalla-Fort
Worth MSA is expected to see annual growth taper off to 1.0%, which is above the projected rate of
the State of Texas.

Income Demographics

When compared to the State of Texas overall, a relatively large percentage of households in the
Dalla-Fort Worth MSA earn more than $100,000 annually (40.2%).  Within the State of Texas, only
35.0% fall within this income bracket.
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Economic and Demographic Profile - continued

Housing Structure Totals % of Total Totals % of Total

1 Unit Detached/Attached 2,017,735 65.9% 8,108,184 67.7%
2-3-4 Units 134,266 4.4% 592,901 4.9%
5-19 Units 399,050 13.0% 1,249,613 10.4%
20 or more Units 403,418 13.2% 1,174,138 9.8%
Mobile Home, Trailer, Other 108,172 3.5% 853,180 7.1%
TOTAL 3,062,641 100.0% 11,978,016 100.0%

% Owner 60.0% % Owner 62.3%
% Renter 40.0% % Renter 37.7%

1991 1990
$320,741 $254,801

Environics Analytics, 2023

2023 Housing Stock, Home Ownership, & Values
Dalla-Fort Worth MSA State of Texas

Home Ownership Levels

Median Year Structure Built
Median Value of Owner-Occupied Homes
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Employment by Occupation

Dalla-Fort Worth MSA State of Texas

Area Housing Stock

The bulk of housing in the Dalla-Fort Worth MSA is concentrated in single-family homes which make
up 65.9% of inventory.  Overall, a higher percentage of households in the Dalla-Fort Worth MSA rent
housing compared to the State of Texas; home-ownership levels are estimated at 60.0% and 62.3%
in the Dalla-Fort Worth MSA and State of Texas, respectively.  At $320,741, the estimated value of
owner-occupied homes in the Dalla-Fort Worth MSA is higher than the State of Texas median of
$254,801.

Employment by Industry Sector

Top employment sectors in the Dalla-Fort Worth MSA include Management (11.6%), Office/Admin
Support (11.3%), and Sales/Related (10.8%).  Together, these three sectors comprise 33.7% of total
employment.  When compared with the State of Texas, the Dallas-Fort Worth MSA has a higher
portion of residents in the Business/Financial Ops occupation (6.8%).

DAL2212073 National Valuation Consultants, Inc. Page 20

APP000070

Case 3:22-cv-02118-X   Document 168   Filed 03/02/23    Page 73 of 204   PageID 4495



Economic and Demographic Profile - continued

State of Texas United States
Year Employment Unemployment Rate Unemployment Rate Unemployment Rate

2011 3,109,349 7.8% 8.0% 8.9%

2012 3,188,765 6.5% 6.7% 8.1%

2013 3,253,995 6.2% 6.3% 7.4%

2014 3,350,325 5.1% 5.2% 6.2%

2015 3,437,008 4.1% 4.5% 5.3%

2016 3,559,384 3.9% 4.6% 4.9%

2017 3,637,295 3.7% 4.3% 4.4%

2018 3,713,687 3.6% 3.9% 3.9%

2019 3,798,180 3.3% 3.5% 3.7%

2020 3,673,336 7.1% 7.7% 8.1%

2021 3,888,279 5.1% 5.7% 5.3%

Nov 2021 4,015,523 3.9% 4.5% 3.9%

Nov 2022* 4,189,168 3.3% 3.7% 3.4%

Resident Employment Trends

Most Current Data

Source: U.S. Bureau of Labor Statistics, 01/2023. The preceding data reflects all BLS revisions to date.

* - Preliminary data

Dalla-Fort Worth MSA

0.0%

2.0%

4.0%

6.0%

8.0%

10.0%

0

1,000,000

2,000,000

3,000,000

4,000,000

5,000,000

2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 Nov

2021

Nov

2022*
Dalla-Fort Worth MSA Employment Dalla-Fort Worth MSA Unemployment Rate United States Unemployment Rate

Resident Employment Trends

The Dallas-Fort Worth MSA is currently exhibiting an unemployment rate of 3.3% as of November
2022.  In 2021, the total number of employed residents in the Dalla-Fort Worth MSA increased by
214,943.  Over the 12-month trailing period through November 2022, resident employment growth
slowed as the number of employed residents increased by 173,645.

The total number of employed residents in the Dalla-Fort Worth MSA is now 7.7% higher than the
recent peak reached in 2021.  When compared to the State of Texas, the Dalla-Fort Worth MSA's
unemployment rate is lower, and unemployment in the Dalla-Fort Worth MSA is 0.1 percentage points
lower than the nation.
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Economic and Demographic Profile - continued

DFW TX CSA U.S. (Class A)

2012 212.2 209.3

2013 216.0 212.6

2014 218.4 216.1

2015 217.5 217.1

2016 220.7 220.3

2017 226.1 225.4

2018 232.8 231.3

2019 237.7 235.9

2020 239.1 239.0

2021 251.6 249.1

Annual Change 1.7% 1.8%

2020-2021 5.2% 4.2%

Nov-21 257.4 255.1

Nov-22 279.0 273.2

Annual Change 8.4% 7.1%

DFW CSA Period: December 2001=100

U.S. (Class A) Base Period: December 1986=100

Comparative CPI Trends

Dallas-Ft. Worth CSA and U.S. (Class A)

Year

All Items

Partial Year Comparison

Source: U.S. Bureau of Labor Statistics. 1Q 2023.                  

Not Seasonally Adjusted Data

Consumer Price Index (CPI) Trends

The Consumer Price Index (CPI) is a measure of the average change over time in the prices paid by
urban consumers for consumer goods and services and serves as an economic indicator.  The CPI
is the most widely used measure of inflation and provides information about price changes in the
Nation's economy to government, business, and private citizens.

Price indexes are available for the U.S., the four Census regions, size of city, cross-classifications of
regions and size-classes, and for 26 local areas.  Indexes are available for major groups of consumer
expenditures (food and beverages, housing, apparel, transportation, medical care, recreation,
education and communications, and other goods and services), for items within each group, and for
special categories, such as energy.

The CPI for Dallas-Fort Worth CSA recorded an increase of 1.7% annually for "All Items" during the
period 2012-2021, which is slightly below the U.S. (Class A) increase.  From November 2021
November 2022 (most recent data available), the CPI for the Dallas-Fort Worth CSA increased by
8.4%, which was above the U.S. (Class A) CPI increase of 7.1% over the same time period.

The BLS divides the nation into several Combined Statistical Areas (CSA's).  CSA's are larger than
Metropolitan Statistical areas (MSA's) because they are intended to give a regional picture.  For
markets that do not fall within these CSA's, the BLS has defined these as being Class A, Class B/C,
or Class D, depending on population.  Size Class A is defined as having a population of more than
1.5 million.  Size Class B/C is defined has having a population between 50,000 and 1.5 million.  Size
Class D is defined as having a population of less than 50,000.
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CONCLUSION

The Dallas-Fort Worth MSA encompasses 11 counties within the State of Texas.  Residents of the
area refer to it as the Dallas/Fort Worth Metroplex, DFW, or The Metroplex.  It is the economic and
cultural hub of the region commonly called North Texas or North Central Texas and is the largest
land-locked metropolitan area in the United States.

Over time, Dallas-Fort Worth's economic fabric has become more diversified, with a global reach that
resembles the broader U.S. economy.  Abundant job opportunities have spurred significant population
growth, adding 1.2 million residents from 2010 to 2020.  This momentum has continued into 2021 and
2022, with the region averaging 103,000 residents annually.  Employment growth is expected to
outperform the national benchmark over the next five years.  Meanwhile, household incomes continue
to rise for north Texans.  Over recent years, median household incomes have grown about 4%
annually and are now tracking near $80,000.
The Dallas-Fort Worth MSA is home to excellent higher education institutions including Southern
Methodist University, Texas Christian University, the University of Texas Southwestern Medical
School, the University of Texas at Dallas, and the University of North Texas.  The region offers an
extensive community college system as well, enrolling almost 190,000 students annually.

Due to the region's low cost of doing business and highly skilled labor force, companies have
relocated or expanded operations across various sectors.  The financial services sector is expected
to have an outsized impact soon, with Goldman Sachs and Wells Fargo announcing the construction
of regional campuses employing a combined 9,000 employees.  The latest example is Caterpillar,
relocating to Irving from Peoria, Illinois; the heavy equipment manufacturer moved its electric power
division to the area earlier. Engineering giant AECOM announced relocating its global headquarters
from Los Angeles to Dallas. Another California transplant was MD7 LLC, a mobile infrastructure
consultancy firm.  The company is relocating from San Diego to Allen.  The move is anticipated to
create 218 jobs and bring $6.8 billion in capital investment.  In late 2019, Charles Schwab announced
acquiring TD Ameritrade in a $26 billion transaction, moving its headquarters to Tarrant County from
San Francisco.  Charles Schwab completed a new regional office, and TD Ameritrade completed a
large project nearby.  The two companies combined are bringing thousands of jobs to the region. 
TripActions, a Palo Altobased company specializing in corporate travel, expanded its presence in
Downtown Dallas. McKesson Corp, the nation's largest pharmaceutical distributor, relocated its
headquarters to Irving. USAA added a 150,000-SF office building adjacent to its existing Plano
location to bring the total headcount to 2,000 in north Texas, up by 800 employees.

A flurry of economic development wins has defined growth in the region over the last decade. North
Texas has attracted over 150 new corporate headquarters during this period.  In 2017, Toyota moved
into its 2.0 million SF North American headquarters at the Legacy West development in Plano.  The
company relocated its sales, engineering, and financial services operations from California, bringing
about 4,000 jobs. It has plans to add thousands more.  State Farm finished its regional expansion in
2016 and occupied 2.0 million SF in Richardson's CityLine development.  Another major headliner
is Liberty Mutual Insurance, which has added around 5,000 jobs in Legacy West.  Existing employers
like AT&T, 7-Eleven, JPMorgan Chase, USAA, and Fannie Mae are also expanding their local
footprints.

The Dallas-Fort Worth metro economy continues to grow and attract more companies which has
caused increased employment and demand for commercial real estate.  Due to the overall, outlook
for the Dallas-Fort Worth MSA is favorable.
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MARKET AREA MAP
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MARKET AREA ANALYSIS

Description of Market Area

The subject is located at 13636 Goldmark Drive, in the City of Dallas, Dallas County, Texas.  The
market area's boundaries have been defined as a rough polygon bounded by U.S. 75 to the east, Belt
Line Road to the north, Coit Road to the west and Interstate 635 to the south.  A map of the market
area is provided on the preceding page.

Dallas is the largest urban center of the Dallas-Fort Worth MSA, which is the fourth-most populous
metropolitan area in the United States.  Dallas has developed into a strong industrial and financial
center, as well as a major inland port, due to the convergence of railroad lines, interstate highways,
and the construction of the Dallas/Fort Worth International Airport, one of the largest and busiest
airports in the world.  Additionally, Dallas has one of the largest concentrations of corporate
headquarters for publicly traded companies in the United States.

Retail use is fairly prevalent surrounding the outskirts of the subject, as a number of restaurants and
shopping centers can be found directly north and east of the subject property.  Most of the market
area covers residential neighborhoods to its immediate west and north.  The Dallas College Richland
Campus.  The subject is not located within an Opportunity Zone.

Linkages and Locational Attributes

Interstate 635, U.S. Highway 75, and the Dallas North Tollway are the primary highways serving the
market area.  The Dallas North Tollway runs north-south from Interstate 35E near downtown Dallas
to U.S. Highway 380 in Frisco.  Interstate 635 forms a half loop around the City of Dallas, connecting
to Dallas/Fort Worth International Airport in the west and Balch Springs in the southwestern portion
of the metro area.  Furthermore, U.S. 75 runs north to south and stretches from Downtown Dallas,
north through Plano, connecting suburban markets to the market area.  The market area is also well-
served by a number of regional roads, including Forest Lane, Royal Lane, Preston Road, Hillcrest Rd,
and Greenville Avenue.

Air Transportation - Commercial air transportation is handled through two major facilities.  DFW
International Airport, located midway between Dallas and Fort Worth approximately 20 driving miles
east of the subject, is the world's largest in terms of land area, covers in excess of 18,000 acres. 
DFW Airport provides non-stop access to 148 U.S. and 51 international cities.  It's the U.S.'s third
busiest airport and eighth busiest in the world.  The airport also provides employment for 217,000
individuals.

Dallas Love Field, located about seven miles southwest of the subject market area, is a second option
for air travelers.  Love Field is home to Southwest Airlines.  Delta Airlines and Virgin America also
have service at Love Field at this time.  Recent renovations to Love Field include a new centralized
concourse with 20 gates, a remodeled lobby, baggage claim area and ticketing wing.

Public Transit - Dallas Area Rapid Transit (DART) is the public transportation provider for Dallas and
12 surrounding cities.  The extensive network of DART Rail and bus services moves more than
220,000 passengers per day across the service area.  DART operates local and express bus routes
serving University Park and11 other cities.  The DART Rail System provides service in Dallas,
Carrollton, Farmers Branch, Garland, Irving, Plano, and Richardson.  The subject is five miles east
of the Royal Lane DART rail and bus station.
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Market Area Analysis - continued

Market Area 1 Mile Radius 3 Mile Radius City of Dallas Dallas County

Population
2020 Census 12,208 24,181 148,897 1,304,379 2,613,539
2023 Estimate 12,057 24,011 148,736 1,306,486 2,612,622
2028 Projection 12,012 24,074 150,446 1,326,059 2,646,900
2020 - 2023 % Annual Change (0.4%) (0.2%) (0.0%) 0.1% (0.0%)
2023 - 2028 % Annual Change (0.1%) 0.1% 0.2% 0.3% 0.3%
Average Age 32.4 33.0 38.2 36.4 36.4
Median Age 31.1 31.7 36.4 34.6 34.6

Households
2020 Census 4,502 8,494 60,261 523,798 965,537
2023 Estimate 4,461 8,453 60,273 527,613 968,801
2028 Projection 4,459 8,497 61,125 539,439 986,837
2020 - 2023 % Annual Change (0.3%) (0.2%) 0.0% 0.0% 0.1%
2023 - 2028 % Annual Change (0.0%) 0.1% 0.3% 0.4% 0.4%
2023 Average Household Size 2.7 2.8 2.5 2.5 2.7

Income
2023 Estimated Median Household $42,841 $50,756 $66,316 $61,602 $68,008
2023 Estimated Avg. Household $55,387 $67,811 $103,823 $95,899 $98,452
% Under $50,000 59.0% 49.2% 37.6% 41.6% 36.7%
% $50,000 - $100,000 28.6% 30.6% 29.1% 29.7% 31.3%
% Over $100,000 12.3% 20.2% 33.3% 28.7% 32.0%

Environics Analytics, 2023

Market Area Demographic Summary

Annual Growth Projections (2023 - 2028) Household Income Comparison
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Demographic Overview

The following table provides a summary of key demographic statistics for the subject's market area
as well as data for the corresponding, one- and five-mile radial areas, the City of Dallas, and Dallas
County.

Population Trends

The market area has experienced an annual decline of 0.4% since 2020, while the City of Dallas has
seen population grow by 0.1% annually over the same time period.  Over the next five years, the
market area is expected to see population decline at a slower annual rate of 0.1%, while the City of
Dallas is forecasted to see population grow by 0.3% annually.

Income Demographics

When compared to the City of Dallas overall, a relatively large proportion of households in the
market area earn less than $50,000 annually (59.0%).  Within the City of Dallas, only 41.6% fall
within this income bracket.
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Market Area Analysis - continued

Housing Structure Totals % of Total Totals % of Total

1 Unit Detached/Attached 748 15.2% 261,093 45.0%
2-3-4 Units 513 10.4% 35,365 6.1%
5-19 Units 1,864 37.9% 119,196 20.6%
20 or more Units 1,783 36.3% 157,337 27.1%
Mobile Home, Trailer, Other 8 0.2% 6,726 1.2%
TOTAL 4,916 100.0% 579,717 100.0%

% Owner 17.8% % Owner 41.1%
% Renter 82.2% % Renter 58.9%

1975 1979
$232,896 $307,271

Environics Analytics, 2023

2023 Housing Stock, Home Ownership, & Values

Market Area City of Dallas

Home Ownership Levels

Median Year Structure Built
Median Value of Owner-Occupied Homes
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Area Housing Stock

The bulk of housing in the market area is concentrated in multi-family homes which make up 84.6%
of inventory.  Overall, a higher proportion of households in the market area rent housing compared
to the City of Dallas; home-ownership levels are estimated at 17.8% and 41.1% in the market area
and City of Dallas, respectively.  At $232,896, the estimated value of owner-occupied homes in the
market area is below the City of Dallas median of $307,271.

Resident Employment by Occupation

Top employment sectors in the market area include Construction/Extraction (18.0%), Food
Prep/Serving (17.5%), and Building Grounds Maint (13.7%).  Together, these three sectors make up
49.2% of total employment.  When compared with the City of Dallas, the market area has a higher
proportion of residents in the Food Prep/Serving occupation (17.5%).
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Market Area Analysis - continued

Company # of Employees

Dallas Independent School District 22,671

City of Dallas 13,000

AT&T Inc. 10,990

Medical City Dallas 10,800

Parkland Health and Hospital Systems 10,577

Taxas Instruments 9,800

Dallas County Community College 8,230

Methodist Dallas Medical Center 7,114

Dallas County 6,500

Children's Health 6,355

City of Dallas - Principal Employers

Source: City of Dallas CAFR.  Acessed in 2023.

Major Employers

A list of principal employers in City of Dallas provided below.

Market Drivers

Information Technology:  According to the Dallas Chamber of Commerce, Dallas holds about 43%
of the state's high-tech occupations.  Dallas is among the country's largest employment leaders for
cutting-edge technology as the industry has evolved from telecom in the 1990's to enterprise
technology, applications software engineering, and computer systems design and IT services.  The
average wage for a Texas tech industry worker is estimated to exceed $102,000.

Art & Media:  The Dallas Arts District is home to the AT&T Performing Arts Center, the development
that completed the vision of an arts and cultural center in downtown.  Dallas Museum of Art, Morton
H. Meyerson Symphony Center, Nasher Sculpture Center and Klyde Warren Park are all located in
this area as well.  Kay Bailey Hutchinson Convention Center is over 2.0 million SF in size and
contains over 1.0 million SF of exhibit space, making it the largest center of its kind in the United
states.  The Dallas Morning News, D Magazine, KDFW and WFAA have offices in the market area.

Business & Financial Services:  The City of Dallas is home to 21 Fortune 500 companies.  Due to
the city's thriving business environment, the areas in and around Dallas are prime locations for
investors.  Home to top financial institutions JP Morgan Chase, Bank of America, Citigroup, and Wells
Fargo, business services make up about 20.0% of Dallas' workforce

Medical City Hospital:  Medical City Hospital is located a few blocks to the west of the subject. 
Medical City Dallas Hospital is a full-service, 876-bed tertiary care center consisting of more than
1,150 physicians and offering nearly 100 specialties.  Patients travel to Medical City from all over the
United States and more than 75 other countries for the treatment offered by the 400+ in-house
physician specialists.

Texas Health Presbyterian Hospital:  About 3.0 miles to the south of the subject, Texas Health
Presbyterian Hospital Dallas provides heart health, oncology, neurosurgery and women’s health/infant
care.  The hospital is designated as a Level II Trauma Center and Comprehensive Stroke Center.
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Market Area Analysis - continued

Dallas-Fort Worth MSA

Year Employment Unemployment Rate Employment Unemployment Rate Unemployment Rate

2011 558,597 8.3% 1,110,079 8.4% 7.8%
2012 570,666 7.0% 1,133,951 7.1% 6.5%
2013 580,276 6.5% 1,150,663 6.6% 6.2%
2014 597,306 5.3% 1,180,636 5.5% 5.1%
2015 612,229 4.2% 1,208,806 4.3% 4.1%
2016 634,785 4.0% 1,246,814 4.0% 3.9%
2017 644,448 3.9% 1,264,990 4.0% 3.7%
2018 645,789 3.8% 1,273,283 3.8% 3.6%
2019 649,989 3.5% 1,281,824 3.5% 3.3%
2020 618,428 8.0% 1,219,627 7.8% 7.1%
2021 656,970 5.7% 1,295,698 5.6% 5.1%

Nov 2021 679,127 4.4% 1,339,408 4.4% 3.9%
Nov 2022* 712,428 3.5% 1,405,016 3.5% 3.3%

Resident Employment Trends

Most Current Data

Source: U.S. Bureau of Labor Statistics, 01/2023. The preceding data reflects all BLS revisions to date.

* - Preliminary data
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Resident Employment Trends

The City of Dallas is currently exhibiting an unemployment rate of 3.3% as of September 2022.  In
2021, the total number of employed residents in the City of Dallas increased by 7,435.  Over the
12-month trailing period through September 2022, resident employment growth slowed as the number
of employed residents grew by 6,397.

The total number of employed residents in the City of Dallas is now 6.1% higher than the recent peak
reached in 2021.  When compared to Dallas County, the City of Dallas's unemployment rate is lower,
but unemployment in the City of Dallas is 0 percentage points above the nation.
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Market Area Analysis - continued

CONCLUSION

The City of Dallas lies in the heart of one of the fastest growing regions in the United States.  With the
subject market’s central location within the Dallas-Fort Worth metroplex, and its easy access to both
DFW International Airport and Dallas Love Field Airport, Dallas offers an ideal location for businesses
and travelers in the North Texas region.  As the city grows and is notable for its prosperous
atmosphere, unemployment in the City of Dallas is at a new decade low rate of 3.5%, which is on par
with Dallas County but higher than the Dallas-Fort Worth MSA.

Despite a projected population decline, the market area holds several positive attributes.  This
includes an advanced highway infrastructure, public transportation options, and a highly suburban
location within Dallas’ north suburbs.  

It must be noted that because of its positive attributes, the market area is aiming to enhance its status
as a desirable, attractive, safe, healthy and fiscally-sound community with quality neighborhoods,
while maintaining a high standard of living, learning, shopping, working, recreation, and open spaces. 
The neighborhoods surrounding the market area are notorious for being of the highest quality, as
evident by the massive income that these households take home.  As a result, the market area and
the City of Dallas appears well poised for continuous growth.
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ZONING ANALYSIS

The subject site currently has a zoning of MU-3, Mixed Use 3, as designated by the City of Dallas. 
The purpose of the MU-3 district is to provide for the development of high density retail, office, hotel,
and/or multifamily residential uses in combination on single or contiguous building sites; to encourage
innovative and energy conscious design, efficient circulation systems, the conservation of land, and
the minimization of vehicular travel. A copy of the zoning map is displayed subsequently. 

A brief synopsis of pertinent data for the subject’s zoning is as follows:

Maximum Lot Coverage: 80%

Maximum Density: 4.0 FAR 

Maximum Building Height: 270 feet or 20 stories

Minimum Front Yard: 15 feet

Minimum Side Yard: 0 feet

Minimum Rear Yard: 0 feet

Parking Requirements: Varies according to use.

Permitted Uses: High density retail, office, hotel and/or multifamily residential 
uses in combination on single or contiguous building sites.

The subject improvements appear to be in compliance with the requirements and standards of
existing zoning regulations.  An extract from the relevant zoning map is below.
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TAX AND ASSESSMENT ANALYSIS

Property Tax Administration

The administration of the property tax system in Texas involves both state and local entities and
officials.  State law governs how the process works.

Stages of the Texas Property Tax System

The system has four stages: 1) valuing the taxable property, 2) protesting the values, 3) adopting the
tax rates, and 4) collecting the taxes. 

January 1 marks the beginning of property appraisal.  What a property is used for on January 1,
market conditions at that time, and who owns the property on that date determine whether the
property is taxed, its value, and who is responsible for paying the tax. 

Between January 1 and April 30, the appraisal district processes applications for tax exemptions,
agricultural appraisals, and other tax relief. 

Around May 15, the appraisal review board (ARB) begins hearing protests from property owners who
believe their property values are incorrect or who did not get exemptions or agricultural appraisal. 
The ARB is an independent panel of citizens responsible for handling protests about the appraisal
district’s work.  When the ARB finishes its work, the appraisal district gives each taxing unit a list of
taxable property. 

In August or September, the elected officials of each taxing unit adopt tax rates for their operations
and debt payments.  Several taxing units tax your property. Every property is taxed by the county and
the local school district. You also may pay taxes to a city and to special districts such as hospital,
junior college, water, fire, and others. 

Tax collection starts around October 1 as tax bills go out. Taxpayers have until January 31 of the
following year to pay their taxes. On February 1, penalty and interest charges begin accumulating on
unpaid tax bills. Tax collectors may start legal action to collect unpaid taxes on February 1. 

Assessment

The assessment of property for taxation on the basis of a percentage of its appraised value is
prohibited.  All property shall be assessed on the basis of 100% of its appraised value.

The market value of property shall be determined by the application of generally accepted appraisal
methods and techniques.  If the appraisal district determines the appraised value of a property using
mass appraisal standards, the mass appraisal standards must comply with the Uniform Standards
of Professional Appraisal Practice.  The same or similar appraisal methods and techniques shall be
used in appraising the same or similar kinds of property.  However, each property shall be appraised
based upon the individual characteristics that affect the property's market value.  In determining the
market value of property, the chief appraiser shall consider the cost, income, and market data
comparison methods of appraisal and use the most appropriate method.

Reassessment Cycle

The appraisal district must repeat the appraisal process for property in the county at least once every
three years.
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Tax and Assessment Analysis - continued

Collection/Penalties/Interest

Deadline

The assessor shall mail tax bills by October 1 each year, or as soon thereafter as practicable.  The
deadline to pay is January 31. The tax collector will add penalty and interest charges to taxes that are
unpaid on February 1.

SUBJECT PROPERTY TAXES

The State of Texas has provided for a unified system of taxation for the assessment of real estate
property taxes.  An appraisal district is established on a county basis for assessing real estate within
the county.  The individual taxing authorities within the county set their own tax rates.

According to the Dallas Central Appraisal District, the subject property falls under the taxing
jurisdiction of numerous taxing entities, detailed below.  Because assessed value is typically the result
of a mass appraisal process based more on statistical probability than individual property
characteristics, it should be noted that there is frequently a difference between assessed value and
market value for an individual property.  Tax rates for 2022, which are the basis for taxes payable in
2023 for each taxing entity, are as follows. 

2022 Tax Rate Composition

City of Dallas $0.745800

Richardson ISD $1.314600

Dallas County $0.227946

Dallas County Community College $0.115899

Parkland Hospital $0.235800

Total Tax Rate $2.640045

2022 Assessments and Taxes

The property’s 2022 assessments and taxes, are summarized in the following table.  According to
the Dallas Central Appraisal District, business personal property is included in the assessed value
for hotels, motels, and apartments. 

2022 Tax and Assessment Information

Account Number 00000769000800000

Total Assessed Value $1,445,000

Total Assessed Value per Unit $20,643

Tax Rate $2.640045

Taxes $38,149

Taxes per Unit $544.99

Note: Assessment includes business personal property
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Tax and Assessment Analysis - continued

Tax Comparables

In order to determine the validity of the subject’s assessed value and real estate taxes, we have
compiled the following taxes for three nearby apartment projects similar to the subject.  This
information is summarized in the following table.

Summary of Tax Comparables

No.
Project Name

Location

Total
Assessed

Value Units

Tax
Valuation
Per Unit

Total 2022
Taxes

Taxes
Per Unit

1
13259 Emily Road, 
Dallas

$4,575,000 60 $76,250 $163,396 $2,723

2
13330 Emily Road,
Dallas

$1,867,420 32 $58,357 $155,226 $4,851

3
8444 Spring Valley Road,
Richardson

$4,405,310 54 $81,580 $246,636 $4,567

Source: Dallas Central Appraisal District

The subject property has an assessed value of $20,643 per unit in 2022 with annual taxes of $545
per unit.  The comparables indicate a higher range of taxes per unit of $2,723 to $4,851, mainly higher
than subject, likely due to subject’s poor condition and lack of amenities.  It is also noted that the
subject has a higher unit count compared to the other apartment properties. 

Estimate of Proforma Taxes

Based on our knowledge of the property tax market in North Texas and given that our market value
opinion is significantly higher than the 2022 assessed value, a prudent investor would base its
proforma taxes on a higher assessed value, particularly as the property is under an LOI of sale. 

Considering the preceding, we estimate an assessed value for subject of $3,575,000 ($51,071/Unit),
for our estimate of proforma taxes, based upon 65% of the projected sale price.  Using this assessed

value, subject’s proforma taxes are estimated to be $95,000, rounded. 
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SITE ANALYSIS

The following description and analysis is based on our inspection of the site and project description
provided to the appraisers by management and obtained from public records.  An aerial layout
photograph is provided at the end of this section.

Size: 3.56 acres (155,074 square feet) per Dallas County.

Shape/Site Utility: The site is approximately rectangular in shape, and there are
no unusual features which limit its utility.

Improvements: The subject currently consists of the improved 70-units of the
Amerigold Suites.  The property is understood to have been
operated as a furnished lodging facility in the past but has
transferred to a non-furnished apartment format, although
without many of the amenities that apartment communities now
enjoy.  As such, it is operated as a hybrid between an
apartment community and an extended stay hotel.  For a
detailed summary of the  improvements, please refer to the
Description of the Improvements section.

Density: 19.7 units per acre.

Street Frontage: The site has frontage along the southeast side of Goldmark
Drive with frontage also along the southwest line of Midpark
Road.

Access: Access to and from the subject is provided by Goldmark Drive,
within a block of North Central Expressway.  Thus, overall,
access is considered good for its use.

Visibility/Exposure: The property has good visibility and exposure along both
carriers to which it fronts. 

Topography: The site is generally level and at grade with surrounding
streets, but with a slight downward slope from east to west. No
drainage problems were noted upon site inspection.

Hazardous Substances: We were not provided any reports pertaining to hazardous
substances or environmental conditions for this assignment. 
During  the site inspection, we noticed no material signs of
environmental contamination. This appraisal specifically
assumes that there are no hazardous materials affecting
the subject site.  NVC does not profess to be qualified in
assessing environmental conditions of any site and the
appraisers recommend that a qualified environmental engineer
be retained to investigate the subject site in order to conclude
whether any environmental liabilities exist.

Soils: Although no soil analysis has been obtained, an inspection of
the subject did not reveal any significant evidence of structural
damage caused by unstable soil.  However, such a
determination lies outside the scope of this appraisal
assignment.  Such a determination should be made by a
qualified professional.  It is specifically assumed that there are
no hidden or unapparent conditions of the property, subsoil, or
structures which would render it more or less valuable.  No
responsibility is assumed for such conditions or for engineering
which may be required to discover such.
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Site Analysis - continued

Easements/Encumbrances: As is the case with most major commercial sites, it is assumed
there are numerous easements and encumbrances which
affect the subject.  Various electric, sewer, natural gas, and
telephone easements are assumed to run throughout the
property, but the appraisers are not aware of any easements
or encumbrances that are estimated to be detrimental to the
value of the site.  It is specifically assumed that the
aforementioned easements and encumbrances, or any
unknown easements or encumbrances, do not adversely
affect the subject's value or utility.

Flood Plain Status: According to flood insurance rate map, community panel
number 48113C0195K, dated July 7, 2014, published by the
Federal Emergency Management Agency, the subject site is
not located within a 100-year flood zone. A copy of the flood
map is included in the Addenda.

Zoning: Please refer to the Zoning Analysis section in this report.

Real Estate Taxes: Please refer to the Tax and Assessment Analysis section of this
report for tax information.

Utilities: All utilities, including water, sewer, gas, electricity, telephone,
and cable TV are available adjacent to the site.

Surrounding Land Uses: Surrounding land uses are as follows:

North: Apartments
South: U-Haul Self Storage Facility
East: Red Roof Inn (lodging)
West: Apartments

Comments: Overall, the site appears well suited for a variety of uses
including its current use.  There are no detrimental factors
inherent in the site which appear to limit development with its
highest and best use.

Please refer to the following page for an aerial photograph.
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Site Analysis - continued

Amerigold Suites - Aerial Photograph
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DESCRIPTION OF THE IMPROVEMENTS

The subject property includes a total of 70 units in 11, two-story buildings, together with a
leasing/community building and a small maintenenace shop, all situated on a 3.56-acre site.  Per
management, there are two basic floor plans ranging from 660 SF to 1,200 SF.  The buildings are
of wood frame construction with stucco and wood siding.  Please refer to the photos in the Addenda. 

During our inspection of the property, a random sampling of each of the subject's unit types were
inspected.  For the purposes of this appraisal, we have assumed that the condition and decor of the
remaining units (those not inspected) is similar to those inspected and described within this report. 
If it is determined that the condition and/or decor of the remaining units is significantly different that
described herein, a re-evaluation of the subject could be required.

The following description is taken from information provided by the owner/management of the subject
property.  Additional photographs of the subject and unit floor plans are provided in the Addenda.

YEAR OF CONSTRUCTION: 1981

TOTAL UNITS: 70

NET RENTABLE AREA: 51,600 SF

AVERAGE UNIT SIZE: 737 SF

UNIT MIX (per Management):

Unit Mix

Unit Type
Avg.
Size
(SF)

No. of
Units

% of 
Total

Rentable
Area (SF)

1 BR 1 BA 660 60 85.7% 39,600

2 BR 2 BA 1,200 10 14.3% 12,000

400 70 100.0% 51,600

DENSITY: 19.7 units per gross acre.

PARKING: 90+ surface parking spaces.  Parking ratio of 1.29
spaces per unit.

STRUCTURE: Assumed to be wood frame on concrete slab.

EXTERIOR FINISH: Painted stucco with wood siding and trim.  

ROOFING: Pitched roofs with composition tiles. Solar panels
have been installed on the roofs of nine of the
buildings, which produce electricity.

CEILINGS: Painted drywall.

DOORS: Exterior doors are hollow core metal entry doors,
interior doors consist of hollow core wood with
painted wood frames.

WINDOWS: Double pane with wood or metal frames.

FLOOR COVERINGS: Carpet in the living and bedroom areas; ceramic
tile flooring in the entryways, some living areas,
bathrooms and kitchens.
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Description of the Improvements - continued

KITCHENS: Open style kitchens with wood cabinetry. 
Kitchens include double sink, electric range/oven,
dishwasher, microwave, and refrigerator with
freezer.  

BATHROOMS: All bathrooms have a fiberglass shower or
tub/shower, toilet and singular vanity with granite
or simulated granite vanities and backsplashes. .

HVAC/MECHANICAL: Each unit has a roof-mounted A/C unit.

AMERICAN WITH
DISABILITIES ACT: We were not provided an ADA assessment of the

subject, nor are we experts in this area.  It is
assumed that the subject is in full compliance with
the Americans With Disabilities Act (ADA). 

UNIT AMENITIES: Full size refrigerator, range/oven, dishwasher,
microwave, fireplace, patio or balcony, and
available cable and internet.  The units are rented
unfurnished.

PROJECT AMENITIES: Pool and small fitness center, which was closed
due to flooding at the time of inspection.  In
addition, the leasing center/clubhouse has a
renovated community room, but this was not being
utilized at the time of inspection.

SITE IMPROVEMENTS: Asphalt and concrete paved parking areas and
driveways with concrete curbs and sidewalks,
trash enclosures, and perimeter fencing, project
signage and landscaping (unsprinklered).

CONDITION: The improvements are considered to be in below-
average condition.  Various deferred maintenance
was observed at the time of inspection, including
damage due to flooding from broken pipes,
peeling paintwork, deteriorated siding, craked and
broken concrete paving, damaged unit interiors. 
These would likely be dealt with in the purchaser's
proposed renovations. 

EFFECTIVE AGE: 35 years 

REMAINING ECONOMIC LIFE: According to the Marshall & Swift Valuation
service, the average life of an apartment complex
similar to the subject is approximately 55 years. 
Thus, the remaining life is estimated at 20 years,
but this would likely be extended by a renovation..

PERSONAL PROPERTY: The project includes personal property typical for
an apartment project, in addition to the kitchen
appliances for each of the 70 units.  Also included
is management office furniture and equipment,
community room kitchen appliances, and pool
equipment and furniture.
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Description of the Improvements - continued

CONCLUSION: The subject is a 70-unit extended stay property 
modeled after a garden-style apartment complex 
and is comprised of 11, 2-story buildings in addition 
to a single-story leasing and community center  
building, and a small maintenance shop/garage 
building.  

The unit mix consists of one- and two-bedroom units
that are generally similar in size to apartment units, 
but far larger than traditional extended stay rooms. 

Based on our observations during the inspection, 
the improvements appear to be of average quality, 
but in well below-average condition.  Renovations 
proposed by the prospective purchaser would likely 
improve the appeal of the property and enable it to 
regain occupancy closer to 100%.
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Description of the Improvements - continued

AMERIGOLD SUITES _ AERIAL PHOTOGRAPH
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ANALYSIS OF DATA AND CONCLUSIONS
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DALLAS-FORT WORTH APARTMENT MARKET ANALYSIS

A proper analysis and understanding of the market factors which influence the apartment market
(subject's most likely long-term usage) is necessary as a precursor to the appraisal process.  We have
relied upon CoStar Analytics apartment market survey data and trends for rent, vacancy, and
inventory levels in the Dallas-Fort Worth market and data is specific to “market rate” units (i.e.,
effective rent per unit, after concessions).  Based upon data sources available, the following is an
analysis of the factors which impact demand for apartment units.

Dallas-Fort Worth Apartment Market Overview

Like many markets, Dallas-Fort Worth is reporting softer demand for multifamily units compared to
the surge in 2021 and pre-crisis levels.  The surge of inflation and souring consumer sentiment are
freezing household formation, a key ingredient for multifamily demand.  Both vacancy and availability
rates are trending higher, closer to pre-pandemic norms.

Even so, submarkets with healthy demographic tailwinds continue to drive demand in the market.
Frisco/Prosper and Denton have been leading the market in net absorption, reflecting the continuous
population growth in these areas.  Meanwhile, submarkets with a greater concentration of renters by
necessity are reporting weaker demand.  For example, Mesquite, Garland/Rowlett, and Arlington
reported stagnant demand in the past year, pushing vacancy rates higher to pre-crisis norms.

The metroplex remains a target for corporate relocations and expansions, and steady in-migration is
another driver for apartment demand.  Dallas-Fort Worth ranks as one of the top metros for nominal
employment growth in the past decade.  New residents are less likely to purchase a home until they
identify neighborhoods they prefer, leading many to rent initially.

Demand has outstripped the supply of for-sale housing over the past expansion, leading to a
competitive housing market.  As a result of the pandemic, surging demand for single-family homes
has created a hyper-competitive environment, particularly among renters seeking to enter
homeownership.  As a result, some households are left renting for longer until additional supply hits
the market.  More recently, rising interest rates are expected to keep renter retention elevated.

As vacancy and availability rates trend higher, closer to pre-pandemic norms, the pace of rent growth
is softening, also coming closer to pre-crisis performances.  Class A rents are declining fastest, while
Class B rents are proving more resilient.  

In the meantime, the pace of multifamily construction in Dallas-Fort Worth has remained relatively flat. 
Permitting activity is rebounding, after slipping during the pandemic, leading to leaner construction
starts.  While rising permitting activity is an encouraging sign for future construction, developers
continue to struggle with supply chain bottlenecks, inflationary pressures, and availability of
construction materials. In a rising interest rate environment, the cost to finance new projects is a
barrier to kicking off construction.  All these forces have weighed on developers' ability to get projects
off the ground quickly.

Dallas-Fort Worth Apartment Market Year-Over-Year Trend Summary

From 4Q 2021 to 4Q 2022, vacancy within the market increased by 220 bps to a rate of 8.4%.  Over
the same time, rental rates increased by 3.9% to an average rate of $1,509/unit.  In 4Q 2022, 1,755
apartment units were returned to the market while 4,023 new units were added.  Both metrics fell
substantially from 4Q 2021.
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Dallas-Fort Worth Apartment Market Analysis - continued

Total 

Inventory Total Units % of Units Total Units Vacancy

Class A 836 258,307 31.9% 22,731 8.8% 417 $1,828

Class B 1,822 358,406 44.2% 33,332 9.3% (150) $1,459

Class C 2,573 193,877 23.9% 13,184 6.8% (203) $1,175

Total 5,231 810,590 100.0% 69,246 8.5% 64 $1,513

Source: CoStar Properties Analytical Search, 01/17/2023. RBA = Rentable Building Area

Dallas-Fort Worth Apartment Market Snapshot

Class

Existing Inventory Vacancy Rate

Absorbed 

Units

Market Rate 

Per Unit

Dallas-Fort Worth Apartment Market Snapshot

The following table provides an overview of apartment market statistics by property subtype for the
metropolitan Dallas-Fort Worth market.  As shown, vacancy is currently higher in the Class B segment
at 9.3%.  By number of units, the Dallas-Fort Worth apartment market exhibits the following
composition: Class A-31.9%, Class B-44.2%, and Class C-23.9%.

Product Class Definitions

Each class of apartment building is defined below, using parameters established by BOMA
International.  Please note that these are primarily market classifications, not construction
classifications:

Class A: Generally, garden product built within the last 10 years.  Properties with a physical
age greater than 10 years but have been substantially renovated.  Commands rents within
the range of Class “A” rents in the submarket.  Well merchandised with landscaping,
attractive rental office and/or club building.  High-end exterior and interior amenities as
dictated by other Class “A” products in the market.

Class B: Generally, product built within the last 20 years.  Exterior and interior amenity
package is dated and less than what is offered by properties in the high end of the market. 
Good quality construction with little deferred maintenance.  Commands rents within the range
of Class “B” rents in the submarket.

Class C:  Generally, product built within the last 30 years.  Limited, dated exterior and interior
amenity package.  Improvements show some age and deferred maintenance.  Commands
rents below Class “B” rents in submarket.  Majority of appliances are “original".
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Dallas-Fort Worth Apartment Market Analysis - continued

Dallas-Ft. Worth Apartment Market Map

The following map shows apartment properties within the Dallas-Ft. Worth metro.  The blue markers
are properties that are currently available: these properties are for sale, for lease, or both.  The gray
markers are properties that are not currently available.  Please note that several markers overlap.
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Dallas-Fort Worth Apartment Market Analysis - continued

New Unit 

Deliveries Absorbed Units Vacancy

Market 

Rate Per 

Unit % Change

2013 12,616 12,539 7.1% $1,020 N/A

2014 14,201 12,536 7.2% $1,052 3.1%

2015 16,258 18,788 6.6% $1,113 5.8%

2016 22,062 16,167 7.3% $1,149 3.2%

2017 29,497 16,277 8.9% $1,172 2.0%

2018 23,582 21,639 8.9% $1,202 2.6%

2019 25,005 23,960 8.7% $1,245 3.6%

2020 26,047 21,226 9.1% $1,251 0.5%

2021 26,837 47,155 6.2% $1,452 16.1%

2022 23,107 3,523 8.4% $1,509 3.9%

21,921 19,381 7.8% $1,217 4.4%

YTD 944 64 8.5% $1,513 0.3%

Vacancy (bps) 220 70

Rents 3.9% (1.6%)

Absorption (SF) (7,066) (2,278)

Completions (SF) (2,030) (5,004)

Historical Supply and Demand Trends

CAGR/Averages

810,590

YoY Prev. Quarter

Q4 2022 Recent Trends

3.3%

5,231

5,126

5,228

633,509

655,571

685,068

708,650

733,655

Inventory

Total Units

603,050

617,251

Total Inventory

4,366

4,419

4,478

Source: CoStar Properties Analytical Search, 01/17/2023. Annual numbers represent year-end statistics.

Dallas-Fort Worth Apartment Market Trends

Period

Rents

Current Year Data

Supply & Demand

4,567

4,681

4,788

4,899

5,015 759,702

786,539

809,646

0.0%

5.0%

10.0%

0

20,000

40,000

60,000

2013 2015 2017 2019 2021 YTD
Deliveries Absorption Vacancy

Dallas-Ft. Worth Apartment Market Trends - Total

Apartment expansion in the Dallas-Fort Worth market has been robust over the past 10 years,
peaking in 2021, but remaining substantial through 1Q 2023.  Steady deliveries resulted in elevated
vacancy, despite record demand in the market through 2021.  Vacancy rose to 9.1% in 2020, fell to
6.2% in 2021, but jumped back up to 8.4% in 2022, with only 3,523 units of positive net absorption
by the year’s end.  When vacancy was at its lowest in 2021, rent growth surged by 16.1%.  However,
rent growth is now moderating, as demand contracts.  The 10-year average vacancy rate for the
market is 7.8%, and as of YTD 2023, vacancy has risen above that mark to 8.5%.  Rental rates are
up by only 0.3% since year-end 2022.
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Dallas-Fort Worth Apartment Market Analysis - continued

New Unit 

Deliveries Absorbed Units Vacancy

Market 

Rate Per 

Unit % Change

2013 8,428 5,791 8.9% $1,327 N/A

2014 9,763 7,169 10.4% $1,359 2.4%

2015 12,934 11,990 10.1% $1,418 4.3%

2016 15,504 12,575 11.0% $1,442 1.7%

2017 21,128 13,613 14.0% $1,455 0.9%

2018 20,705 18,160 13.8% $1,476 1.4%

2019 20,362 20,222 12.6% $1,525 3.3%

2020 20,754 17,554 12.8% $1,507 (1.2%)

2021 15,167 27,386 7.1% $1,780 18.1%

2022 10,191 5,184 8.8% $1,819 2.2%

15,494 13,964 11.0% $1,511 3.6%

YTD 470 417 8.8% $1,828 0.5%

Vacancy (bps) 170 70

Rents 2.2% (2.7%)

Absorption (SF) (2,774) (1,035)

Completions (SF) (1,650) (1,985)

344 111,329

373 121,092

Dallas-Fort Worth Apartment Market Trends - Class A

Period

Inventory Supply & Demand Rents

Total Inventory Total Units

603 191,363

673 211,725

750 232,479

415 134,026

468 149,530

537 170,658

Current Year Data

799 247,646

835 257,837

CAGR/Averages 9.8%

Q4 2022 Recent Trends Historical Supply and Demand Trends

YoY Prev. Quarter

Source: CoStar Properties Analytical Search, 01/17/2023. Annual numbers represent year-end statistics.

836 258,307

0.0%

5.0%

10.0%

15.0%

0

10,000

20,000

30,000
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Dallas-Ft. Worth Apartment Market Trends - Class A

Class A units have experienced the most significant growth in the Dallas-Fort Worth market.  Demand
for Class A units remained robust from 2015 through 2021 but saw a steep drop-off in 2022.  In 2021,
vacancy fell to 7.1%, but turned back upward in 2022.  Rent growth has followed suite, with growth
of 18.1% in 2021, backing off to growth of just 2.2% in 2021.  At the start of 2023, vacancy remains
at 8.8%, with rents rising by 0.5%.
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Dallas-Fort Worth Apartment Market Analysis - continued

New Unit 

Deliveries Absorbed Units Vacancy

Market 

Rate Per 

Unit % Change

2013 4,183 4,920 6.5% $956 N/A

2014 4,438 4,578 6.3% $990 3.6%

2015 3,324 4,949 5.8% $1,056 6.7%

2016 6,240 3,349 6.6% $1,092 3.4%

2017 8,345 3,560 7.9% $1,115 2.1%

2018 2,794 3,982 7.4% $1,148 3.0%

2019 4,412 4,110 7.4% $1,191 3.7%

2020 5,270 3,689 7.8% $1,206 1.3%

2021 11,554 15,587 6.4% $1,397 15.8%

2022 12,916 2,342 9.1% $1,457 4.3%

6,348 5,107 7.1% $1,161 4.8%

YTD 474 (150) 9.3% $1,459 0.1%

Vacancy (bps) 270 70

Rents 4.3% (1.4%)

Absorption (SF) (2,728) (1,194)

Completions (SF) (380) (3,019)

1,480 298,639

1,504 303,077

Dallas-Fort Worth Apartment Market Trends - Class B

Period

Inventory Supply & Demand Rents

Total Inventory Total Units

1,630 323,780

1,664 328,192

1,697 333,462

1,521 306,401

1,552 312,641

1,595 320,986

Current Year Data

1,754 345,016

1,820 357,932

CAGR/Averages 2.0%

Q4 2022 Recent Trends Historical Supply and Demand Trends

YoY Prev. Quarter

Source: CoStar Properties Analytical Search, 01/17/2023. Annual numbers represent year-end statistics.
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Dallas-Ft. Worth Apartment Market Trends - Class B

The majority of apartment units in the Dallas-Fort Worth market are Class B unit, which comprise
44.2% of total units here.  In 2021, net absorption outpaced new supply allowing vacancy to contract
to 6.4%.  As a result, rents rose by 15.8%.  The following year, a record number of new units
delivered, while demand slowed significantly, causing vacancy to spike to a 10-year high of 9.1%. 
Rent growth continued in 2022, but at a below-average pace.  As of YTD, vacancy has continued to
tick upward, with rent growth of 0.1%.
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Dallas-Fort Worth Apartment Market Analysis - continued

New Unit 

Deliveries Absorbed Units Vacancy

Market 

Rate Per 

Unit % Change

2013 5 1,828 6.9% $709 N/A

2014 0 788 6.5% $738 4.1%

2015 0 1,850 5.6% $796 7.9%

2016 318 245 5.6% $846 6.3%

2017 24 (898) 6.1% $884 4.5%

2018 83 (502) 6.4% $918 3.8%

2019 231 (371) 6.7% $955 4.0%

2020 23 (19) 6.7% $980 2.6%

2021 116 4,182 4.6% $1,095 11.7%

2022 0 (4,004) 6.7% $1,174 7.2%

80 310 6.2% $910 5.8%

YTD 0 (203) 6.8% $1,175 0.1%

Vacancy (bps) 210 70

Rents 7.2% 0.4%

Absorption (SF) (1,565) (50)

Completions (SF) 0 0

2,542 193,082

2,542 193,082

Dallas-Fort Worth Apartment Market Trends - Class C

Period

Inventory Supply & Demand Rents

Total Inventory Total Units

2,555 193,507

2,562 193,738

2,568 193,761

2,542 193,082

2,547 193,400

2,549 193,424

Current Year Data

2,573 193,877

2,573 193,877

CAGR/Averages 0.0%

Q4 2022 Recent Trends Historical Supply and Demand Trends

YoY Prev. Quarter

Source: CoStar Properties Analytical Search, 01/17/2023. Annual numbers represent year-end statistics.
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Dallas-Ft. Worth Apartment Market Trends - Class C

In the Class C segment, new deliveries have been muted, which has helped maintain relatively
healthy vacancy despite weak demand.  Net absorption has fallen negative for Class C units in five
out of the past six years.  Despite weak demand, rent growth has continued each year.  Strong
demand was experienced in 2021, allowing vacancy to fall to a 10-year low, and rents to rise by
11.7%.  In 2022, net absorption fell back into negative territory, although rent growth remained above
average.  At the start of 2023, 203 Class C units have returned to market, and rents have increased
by 0.1%.
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Dallas-Fort Worth Apartment Market Analysis - continued

Submarket

# of 

Properties # of Units % of Units

# of 

Properties # of Units % of Units

Plano 7 4,246 10.7% 0 0 0.0%

Northwest Fort Worth 13 3,450 8.7% 6 2,014 7.5%

Frisco/Prosper 8 2,509 6.3% 9 6,036 22.4%

Allen/McKinney 10 2,387 6.0% 3 1,850 6.9%

Arlington 8 2,063 5.2% 2 578 2.1%

Southwest Fort Worth 9 1,971 5.0% 3 1,106 4.1%

North Fort Worth 5 1,637 4.1% 3 1,005 3.7%

Southeast Fort Worth 6 1,591 4.0% 3 1,128 4.2%

West Dallas 5 1,459 3.7% 5 1,909 7.1%

Denton 7 1,447 3.7% 5 1,671 6.2%

Oak Cliff 6 1,429 3.6% 0 0 0.0%

Garland/Rowlett 4 1,338 3.4% 3 700 2.6%

Lewisville/Flower Mound 5 1,317 3.3% 0 0 0.0%

Far North Dallas 5 1,186 3.0% 2 1,291 4.8%

Richardson 3 1,175 3.0% 2 457 1.7%

Rockwall/Wylie 4 1,110 2.8% 2 612 2.3%

East Dallas 10 1,075 2.7% 6 1,426 5.3%

Grand Prairie 4 977 2.5% 0 0 0.0%

Farmers Branch/Carrollton 3 887 2.2% 1 264 1.0%

Southeast Dallas 3 798 2.0% 2 477 1.8%

Ellis County 4 762 1.9% 0 0 0.0%

Downtown Dallas 3 648 1.6% 2 733 2.7%

Las Colinas 2 574 1.4% 1 275 1.0%

Johnson County 2 378 1.0% 1 604 2.2%

South Dallas County 2 356 0.9% 0 0 0.0%

Uptown/Park Cities 1 345 0.9% 4 1,388 5.1%

Parker County 1 332 0.8% 0 0 0.0%

Southeast Outlying 2 326 0.8% 0 0 0.0%

Mesquite 1 325 0.8% 0 0 0.0%

Grapevine 1 324 0.8% 1 200 0.7%

North Richland Hills/Haltom City 1 291 0.7% 0 0 0.0%

Downtown Fort Worth 1 283 0.7% 1 202 0.7%

Northeast Outlying 1 216 0.5% 0 0 0.0%

Hood County 1 145 0.4% 0 0 0.0%

Henderson County 1 122 0.3% 0 0 0.0%

Northwest Dallas 2 121 0.3% 1 300 1.1%

East Fort Worth 0 0 0.0% 1 268 1.0%

Irving 0 0 0.0% 1 220 0.8%

Wise County 0 0 0.0% 1 282 1.0%

TOTALS 151 39,600 100.0% 71 26,996 100.0%

Dallas-Fort Worth Apartment Market - New Development by Submarket Cluster

Under Construction Proposed

Source: CoStar Properties Analytical Search, 01/17/2023.

Submarket

# of 

Properties # of Units % of Units

Southeast Dallas 1 285 53.3%

Uptown/Park Cities 1 250 46.7%

TOTALS 2 535 100.0%

Final Planning

Source: CoStar Properties Analytical Search, 01/17/2023.

Dallas-Fort Worth Apartment Market - New Development by Submarket Cluster

New Development

According to CoStar, there are currently 151 apartment properties under construction within the
Dallas-Fort Worth apartment market that will add 39,600 new units to the market upon completion. 
The properties are well dispersed throughout the market; however, a large concentration of this new
supply can be found in the Plano, Northwest Fort Worth, and Frisco/Prosper submarket clusters. 
There are another 71 apartment properties that are currently proposed for development within the
market, with the potential to add 26,996 new apartment units, if completed, and two in final planning
with 535 units.  

DAL2212073 National Valuation Consultants, Inc. Page 50

APP000100

Case 3:22-cv-02118-X   Document 168   Filed 03/02/23    Page 103 of 204   PageID 4525



Dallas-Fort Worth Apartment Market Analysis - continued

CONCLUSION

The Dallas-Fort Worth multifamily market remains on stable ground even as performances are
softening from their record-setting pace last year.  The region is seeing weaker demand for multifamily
units as elevated economic uncertainty and stubborn inflation weigh on households' decision to sign
new leases. In turn, the pace of rent growth is slowing, trending closer to precrisis norms through the
end of the year. 

Ranking among the top spots for apartment construction, overall development levels remain stable
in Dallas-Fort Worth.  The trend is counter to several other major Sun Belt markets whose pipelines
have swelled over the past two years.  

Robust economic underpinnings have fostered a healthy apartment market.  Healthy job growth and
continuous in-migration are two primary drivers of apartment demand in the metroplex.  Even with a
flow of new properties coming to the market, the renter pool continues to absorb new units at a steady
pace. Continuous supply and leading absorption levels make Dallas-Fort Worth one of the country's
fastest-growing and balanced multifamily markets.

The multifamily market has been an example of resilience across asset classes, and investors remain
bullish on the Dallas-Fort Worth apartment market.  According to CoStar, the metroplex remains a
leader for sales volume in the country over the past two years, following a broader trend of investors
descending on sunbelt markets amid economic uncertainty.  Most deals are found in value-add
opportunities, with the Mid-Cities and older sections of the metroplex such as East Dallas as active
areas for investment. Meanwhile, core investors often target areas with amenity-rich assets within
urban areas like Uptown.
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Total 

Inventory Total Units % of Units Total Units Vacancy

Class A 11 3,145 12.7% 189 6.0% (3) $1,745

Class B 62 14,715 59.6% 1,104 7.5% (10) $1,264

Class C 55 6,823 27.6% 464 6.8% (18) $1,205

Total 128 24,683 100.0% 1,756 7.1% (31) $1,309

Source: CoStar Properties Analytical Search, 01/17/2023. RBA = Rentable Building Area

Richardson Apartment Submarket Cluster Snapshot

Class

Existing Inventory Vacancy Rate

Absorbed 

Units

Market Rate 

Per Unit

RICHARDSON APARTMENT SUBMARKET CLUSTER ANALYSIS

A proper analysis and understanding of the market factors which influence the apartment submarket
are necessary as a precursor to the appraisal process.  We have relied upon CoStar Analytics
apartment market survey data and trends for rent, vacancy, and inventory levels in Dallas-Fort
Worth’s Richardson submarket cluster.  Please note that data is specific to "market rate" units
(i.e., effective rent per unit, after concessions).

The map below shows the location of apartment properties within the Richardson submarket cluster. 
The blue markers are properties that are currently available: these properties are for sale, for lease,
or both.  The gray markers are properties that are not currently available.  Please note that some
markers overlap. 

Richardson Apartment Submarket Cluster Snapshot

The table below provides a breakdown of apartment market statistics by property class for the
Richardson submarket cluster.  As shown, vacancy is currently higher in the Class B segment at
7.5%.  By number of units, the Richardson submarket cluster displays the following composition:
Class A-12.7%, Class B-59.6%, and Class C-27.6%.
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Richardson Apartment Submarket Cluster Analysis - continued

New Unit 

Deliveries Absorbed Units Vacancy

Market 

Rate Per 

Unit % Change

2013 0 292 6.9% $808 N/A

2014 135 311 6.1% $837 3.6%

2015 408 410 5.9% $904 8.0%

2016 82 33 6.1% $956 5.8%

2017 660 (85) 9.1% $983 2.8%

2018 0 256 8.0% $1,017 3.5%

2019 73 (81) 8.3% $1,059 4.1%

2020 372 (54) 9.9% $1,066 0.7%

2021 49 911 6.4% $1,194 12.0%

2022 0 (143) 7.0% $1,297 8.6%

178 185 7.4% $1,012 5.4%

YTD 0 (31) 7.1% $1,309 0.9%

Vacancy (bps) 60 40

Rents 8.6% 2.0%

Absorption (SF) (313) (88)

Completions (SF) 0 0

Rents

Total Inventory Total Units

Richardson Apartment Submarket Cluster Trends

120 22,904

121 23,039

Period

Inventory Supply & Demand

125 24,189

126 24,262

127 24,634

122 23,447

123 23,529

125 24,189

Current Year Data

128 24,683

128 24,683

CAGR/Averages 0.8%

Source: CoStar Properties Analytical Search, 01/17/2023. Annual numbers represent year-end statistics.

128 24,683

Q4 2022 Recent Trends Historical Supply and Demand Trends

YoY Prev. Quarter
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Richardson Apartment Submarket Cluster – Total Trends

Over the past several years, the Richardson submarket cluster has been in a phase of expansion,
fueled by strong population gains and growing suburbs outside of the Dallas area.  The vacancy rate
for the Richardson apartment submarket cluster currently sits at 7.1%, which is 1.4 percentage points
lower than vacancy in the metropolitan area overall.  The submarket cluster's vacancy rate reached
a recent high of 9.9% in year-end 2020, but the submarket cluster's vacancy rate has declined
significantly since that point.  At $1,309/unit, effective rental rates in the submarket cluster are 13.5%
lower than those in the metropolitan market.  Additionally, the submarket cluster has received new
apartment space in seven of the previous 10 years.
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Richardson Apartment Submarket Cluster Analysis - continued

New Unit 

Deliveries Absorbed Units Vacancy

Market 

Rate Per 

Unit % Change

2013 0 8 5.4% $1,229 N/A

2014 135 156 3.8% $1,248 1.5%

2015 408 199 12.4% $1,308 4.8%

2016 82 89 11.7% $1,351 3.3%

2017 379 187 17.1% $1,316 (2.6%)

2018 0 291 6.3% $1,331 1.1%

2019 73 28 5.2% $1,380 3.7%

2020 372 42 15.4% $1,365 (1.1%)

2021 0 337 4.4% $1,617 18.5%

2022 0 (45) 5.9% $1,779 10.0%

145 129 8.8% $1,392 4.2%

YTD 0 (3) 6.0% $1,745 (1.9%)

Vacancy (bps) 150 60

Rents 10.0% 2.6%

Absorption (SF) (64) (18)

Completions (SF) 0 0

5 1,696

6 1,831

Richardson Apartment Submarket Cluster Trends - Class A

Period

Inventory Supply & Demand Rents

Total Inventory Total Units

9 2,700

10 2,773

11 3,145

7 2,239

8 2,321

9 2,700

Current Year Data

11 3,145

11 3,145

CAGR/Averages 7.1%

Q4 2022 Recent Trends Historical Supply and Demand Trends

YoY Prev. Quarter

Source: CoStar Properties Analytical Search, 01/17/2023. Annual numbers represent year-end statistics.
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Richardson Apartment Submarket Cluster – Class A Trends

A majority of new development within the submarket cluster have been concentrated within the Class
A segment.  As such, new Class A supply has often outpaced demand, resulting in small spikes in
vacancy.  In 2021, the Class A apartment segment had no new units delivered, while 337 units were
absorbed, causing the vacancy rate to decline to 4.4%.  As vacancy decreased, 2021's average rent
increased by 18.5% to $1,617/unit.  In 2022, there were no new units delivered, while 45 units were
returned, causing the vacancy rate to increase to 5.9%.  As vacancy increased, 2022's average rent
increased by 10.0% to $1,779/unit.  YTD metrics show that no units have been delivered, while three
units have been returned, increasing the vacancy rate to 6.0%.  YTD 2023's average rent has
decreased from year-end 2022 by 1.9% to $1,745/unit, which is 4.5% lower than the metro market. 
Additionally, the submarket cluster has received new Class A apartment space in six of the previous
10 years.
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Richardson Apartment Submarket Cluster Analysis - continued

New Unit 

Deliveries Absorbed Units Vacancy

Market 

Rate Per 

Unit % Change

2013 0 292 7.6% $766 N/A

2014 0 70 7.1% $794 3.7%

2015 0 223 5.6% $869 9.4%

2016 0 (63) 6.0% $921 6.0%

2017 281 (219) 9.3% $951 3.3%

2018 0 43 9.0% $989 4.0%

2019 0 (82) 9.6% $1,025 3.6%

2020 0 (167) 10.7% $1,035 1.0%

2021 49 521 7.5% $1,155 11.6%

2022 0 7 7.4% $1,240 7.4%

33 63 8.0% $975 5.5%

YTD 0 (10) 7.5% $1,264 1.9%

Vacancy (bps) (10) 20

Rents 7.4% 1.9%

Absorption (SF) (214) (67)

Completions (SF) 0 0

60 14,385

60 14,385

Richardson Apartment Submarket Cluster Trends - Class B

Period

Inventory Supply & Demand Rents

Total Inventory Total Units

61 14,666

61 14,666

61 14,666

60 14,385

60 14,385

61 14,666

Current Year Data

62 14,715

62 14,715

CAGR/Averages 0.3%

Q4 2022 Recent Trends Historical Supply and Demand Trends

YoY Prev. Quarter

Source: CoStar Properties Analytical Search, 01/17/2023. Annual numbers represent year-end statistics.
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Richardson Apartment Submarket Cluster – Class B Trends

The Class B segment has also received a fair share of new development, albeit, at a more moderate
pace compared to the Class A segment.  In 2021, the Class B apartment segment had 49 new units
delivered, while 521 units were absorbed, causing the vacancy rate to decline to 7.5%.  As vacancy
decreased, 2021's average rent increased by 11.6% to $1,155/unit.  In 2022, there were no new units
delivered, while seven units were absorbed, causing the vacancy rate to drop to 7.4%.  As vacancy
decreased, 2022's average rent increased by 7.4% to $1,240/unit.  YTD metrics show that no units
have been delivered, while 10 units have been returned, increasing the vacancy rate to 7.5%.  YTD
2023's average rent has increased from year-end 2022 by 1.9% to $1,264/unit, which is 13.4% lower
than the metro market.
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Richardson Apartment Submarket Cluster Analysis - continued

New Unit 

Deliveries Absorbed Units Vacancy

Market 

Rate Per 

Unit % Change

2013 0 (9) 5.6% $707 N/A

2014 0 85 4.4% $739 4.5%

2015 0 (13) 4.6% $793 7.3%

2016 0 6 4.5% $849 7.1%

2017 0 (55) 5.3% $897 5.7%

2018 0 (79) 6.4% $935 4.2%

2019 0 (29) 6.9% $983 5.1%

2020 0 71 5.8% $997 1.4%

2021 0 55 5.0% $1,083 8.6%

2022 0 (103) 6.5% $1,199 10.7%

0 (7) 5.5% $918 6.0%

YTD 0 (18) 6.8% $1,205 0.5%

Vacancy (bps) 150 40

Rents 10.7% 2.0%

Absorption (SF) (36) (4)

Completions (SF) 0 0

55 6,823

55 6,823

Richardson Apartment Submarket Cluster Trends - Class C

Period

Inventory Supply & Demand Rents

Total Inventory Total Units

55 6,823

55 6,823

55 6,823

55 6,823

55 6,823

55 6,823

Current Year Data

55 6,823

55 6,823

CAGR/Averages (0.0%)

Q4 2022 Recent Trends Historical Supply and Demand Trends

YoY Prev. Quarter

Source: CoStar Properties Analytical Search, 01/17/2023. Annual numbers represent year-end statistics.
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Richardson Apartment Submarket Cluster – Class C Trends

New development within the Class C segment has been nonexistent, due to the submarket cluster’s
preference for higher class, amenity rich properties in the Class A and Class B segments.  In 2021,
the Class C apartment segment had no new units delivered, while 55 units were absorbed, causing
the vacancy rate to decline to 5.0%.  As vacancy decreased, 2021's average rent increased by 8.6%
to $1,083/unit.  In 2022, there were no new units delivered, while 103 units were returned, causing
the vacancy rate to increase to 6.5%.  As vacancy increased, 2022's average rent increased by 10.7%
to $1,199/unit.  YTD metrics show that no units have been delivered, while 18 units have been
returned, increasing the vacancy rate to 6.8%.  YTD 2023's average rent has increased from year-end
2022 by 0.5% to $1,205/unit, which is 2.6% higher than the metro market.
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Richardson Apartment Submarket Cluster Analysis - continued

Address Name City Units

1735 N Greenville Ave Mallory Eastside- Phase II Richardson 384

200 E Main St Richardson Gateway Richardson 430

2323 Plaza Blvd Ovation at Galatyn Park Richardson 361

1,175

Address Name City Units

811 South Central Expy Serene Plaza Apartments Richardson 160

111 W Spring Valley Rd --- Richardson 297

457

Richardson Apartment  Submarket Cluster - Under Construction

TOTALS

Source: CoStar Properties Analytical Search, 01/17/2023.

Richardson Apartment  Submarket Cluster - Proposed

TOTALS

Source: CoStar Properties Analytical Search, 01/17/2023.

New Development

According to CoStar, there are three properties currently under construction within the Richardson
submarket cluster.  Once completed, these three properties will add 1,175 new apartment units. 
There are also two properties currently proposed for construction with the potential to add 457 new
apartment units, if completed.  Additionally, there are no properties within the final planning phase. 

CONCLUSIONS

Richardson is the home of the Telecom Corridor, which has attracted major national firms in the
telecommunications and insurance industries for decades.  Several technology-focused employers
are also concentrated in the southeastern part of the submarket cluster, most notably the Texas
Instruments corporate campus.  A fast-growing neighbor immediately to the north, the Plano
submarket bodes well for apartment demand in Richardson.  In recent years, Richardson has
benefitted from companies like State Farm and Raytheon, which have moved to the CityLine mixed-
use development at the intersection of the North Central Expressway and President George Bush
Turnpike.

Rent growth is softening from double digit performances in 2021, but remain above pre-pandemic
norms.  Construction activity has ticked higher over the past year, defying the trend at the metro level. 
Meanwhile, the submarket cluster remains liquid, with investors pursuing both older, mid-tier assets
and newer communities.

While much of the focus in Richardson has been on the northern part of the submarket cluster closest
to CityLine, most of the submarket's stock is older.  Most inventory consists of Class B inventory that
serves as housing for middle- to lower-income renters.  Occupancies on those assets have remained
high.  Due to the strong demand for workforce housing in northern Dallas and a string of value-add
renovations, rent growth for these properties has outpaced the submarket cluster average.  Overall,
the outlook for the Richardson submarket cluster is favorable.
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Competitive Market Analysis - continued

COMPETITIVE MARKET ANALYSIS

The subject property is somewhat unique in its operation.  It shares similarities to extended stay
hotels, corporate housing and apartments, but given its design, unit sizes and lack of furnishings, is
considered most similar to an apartment community.  We have researched the market extensively
to determine the subject property’s direct competitors, or the competitive market.

An analysis of the competitive market provides a historical perspective of the interaction of supply
and demand.  Each competitive property is analyzed for strengths and weaknesses within the
competitive market and its ability to capture existing and future demand.  In addition, prospective
known and unknown additions to demand are researched and quantified, and factored into the
forecast of future occupancy levels.  This section is an analysis of the competitive market historical
performance and sets the foundation for the forecast of the competitive market future performance. 

APARTMENT MARKET ANALYSIS

The most significant data set in the competitive market analysis are the properties that are directly
competitive with the subject property.  Based on our inspection and analysis of the market area,
interviews with management at the subject property as well as nearby apartments, we have identified
four properties considered competitive as summarized below.  

Summary of Competitive Rate Survey - January 2023

No. Project Name
Year
Built

Total
Units

Monthly Rates

Unit
Size (sf)

Type
Avg

Monthly
Rates

Utilities
Furnish-

ings

Adjusted
Full Service

Rates

1 Autumn Brook
Apartments

1980 60
625 1 BR $540 $0 $0 $540

975 2 BR $837 $0 $0 $837

2
Hillsdale Garden
Apartments

1969 /
1999

72

705 1 BR $1,070 $200 $0 $1,270

920 2 BR $1,212 $250 $0 $1,462

1,095 2 BR $1,375 $250 $0 $1,625

3
Oak Hollow 1
Apartments

1980 /
2004

55

400 EFF $650 $150 $0 $800

528 1 BR $725 $175 $0 $900

625 1 BR $800 $175 $0 $975

750 2 BR $1,050 $200 $0 $1,250

930 2 BR $1,200 $250 $0 $1,450

1,000 2 BR $1,350 $250 $0 $1,600

4
West Creek Villas
Apartments

1980 54

675 1 BR $1,050 $200 $0 $1,250

972 2 BR $1,300 $250 $0 $1,550

1,069 2 BR $1,400 $250 $0 $1,650

Subject Property 1981 70
660 1 BR $1,200 incl $0 $1,200

1,200 2 BR $1,800 incl $0 $1,800

Note: Adjustments for utilities & furnishings are estimated when not available at the comparable
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Competitive Market Analysis - continued

As mentioned previously, per the Property Manager, current quoted average monthly base rates at
the subject property are $1,200 for one bedroom units and $1,800 for two bedroom units.  However,
apart from the 11 units which are under renovation, there are no vacancies, so it is possible that
rents could be increased slightly given the strength of demand in the market. 

The following map illustrates the location of each competitive property.

In the following pages we have provided a description of each of the competitive properties as well
as important operating characteristics.  This information was compiled from personal interviews and
inspections.
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Competitive Market Analysis - continued

COMPETITIVE PROPERTY NO. 1

Property Name: Autumn Brook Apartments
Address: 13259 Emily Road
City, State: Dallas, TX
Parcel ID: 00000767846000000
Owner: The Egyptian Boys, LLC
Year of Construction: 1980
Stories: 2

Autumn Brook - Unit Mix

Unit Type Unit Mix Size Base
Rent 

/Month

Monthly
Rent/SF

% Units Total SF Total Annual
Potential Rent

1 BR 44 625 $540 $0.86 73.3% 27,500 $285,120

2 BR 16 975 $837 $0.86 26.7% 15,600 $160,704

Totals/Avg. 60 718 $619 $0.86 100.0% 43,100 $445,824

PHYSICAL CHARACTERISTICS

Average Unit Size: 718 SF  
Project Amenities: Laundry facility, pool   
Unit Amenities: A/C, satellite TV, dishwashers, patio/balcony, washer/dryer

connections.
Unit Type: Walk-up breezeways
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Competitive Market Analysis - continued

OPERATING PERFORMANCE

Occupancy: 100%
Average Length of Stay: Over a year
Tenant Expenses: Tenants pay electricity; other utilities included.

TENANT REQUIREMENTS

Tenant checks: Credit and background checks. 
Lease Term: 6 or 12 months

COMPETITIVE POSITION AS COMPARED TO SUBJECT

Location: Similar
Quality/Condition: Similar
Utilities: Similar - tenant pays electricity
Unit Size: Slightly inferior
Project Amenities: Similar
Unit Amenities Similar

COMMENTS

The primary differences between this property and subject property is the background and credit
check required upon application at this property and the slightly smaller unit sizes at this property. 
The current occupancy is approximately 100%.  The property was built in 1980, but has not been
renovated.  It is of slightly superior quality to the subject.  Leasing is on a similar basis to subject. 
The property does not offer furnished units.
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Competitive Market Analysis - continued

COMPETITIVE PROPERTY NO. 2

Property Name: Hillsdale Garden Apartments
Address: 800 W. Spring Valley Road
City, State: Richardson, TX
Parcel ID: 42233500010010000
Owner: Hillsdale Capital Group, LLC
Year of Construction: 1969 (renovated 1999)
Stories: 2

Unit Mix

Unit Type Unit Mix Size Base
Rent 

/Month

Monthly
Rent/SF

% Units Total SF Total Annual
Potential Rent

1 BR FP 26 705 $1,070 $1.52 36.1% 18,330 $1,446,640

2 BR FP 28 920 $1,212 $1.32 38.9% 25,760 $1,764,672

2 BR TH 18 1,095 $1,375 $1.26 25.0% 19,710 $1,287,000

Totals/Avg. 72 886 $1,202 $1.36 100.0% 63,800 $4,498,312
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Competitive Market Analysis - continued

PHYSICAL CHARACTERISTICS

Average Unit Size: 886 SF (comparable units only)
Project Amenities: Laundry room, pool
Unit Amenities: A/C, satellite TV, dishwashers, patio/balcony
Unit Type: Walk-up exterior

OPERATING PERFORMANCE

Occupancy: 100%
Average Length of Stay: 1-2 years
Tenant Expenses: Tenant pays for water, electric, and cable

TENANT REQUIREMENTS

Tenant checks: Background and credit checks
Lease term: 12 months

COMPETITIVE POSITION AS COMPARED TO SUBJECT

Location: Similar
Quality/Condition: Similar
Utilities: Inferior - tenant pays water, electric, and cable
Unit Size: Slightly inferior
Project Amenities: Similar
Unit Amenities Similar

COMMENTS

The primary differences between this property and subject property is the background and credit
check required upon application at this property and the larger unit sizes at this property.  The current
occupancy is approximately 100%.  The property was built in 1969 and was renovated in 1999.  It
is of slightly inferior quality to the subject.  The property does not offer furnished units or “bills paid”
options.
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Competitive Market Analysis - continued

COMPETITIVE PROPERTY NO. 3

Property Name: Oak Hollow Apartments
Address: 13330 Emily Road
City, State: Dallas, TX
Parcel ID: 00000767923000000
Owner: Sedig Properties, LP
Stories: 2

Unit Mix

Unit Type Unit Mix Size Base Rent
/Month

Monthly
Rent/SF

% Units Total SF Total Annual
Potential Rent

Eff. 9 400 $650 $1.63 16.4% 3,600 $304,200

1 BR 9 528 $725 $1.37 16.4% 4,752 $339,300

1 BR 9 625 $800 $1.28 16.4% 5,625 $374,400

2 BR 9 750 $1,050 $1.40 16.4% 6,750 $491,400

2 BR 9 930 $1,200 $1.29 16.4% 8,370 $561,600

3 BR 10 1,000 $1,350 $1.35 18.2% 10,000 $702,000

Totals/Avg. 55 711 $970 $1.36 100.0% 39,097 $2,772,900
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Competitive Market Analysis - continued

PHYSICAL CHARACTERISTICS

Average Unit Size: 711 SF
Project Amenities: Two swimming pools, laundry room
Unit Amenities: Dishwasher, pantry, balcony/patio
Unit Type: Walk-up exterior

OPERATING PERFORMANCE

Occupancy 100%
Average Length of Stay 6 - 12 months
Tenant Expenses Tenants pay for electric

TENANT REQUIREMENTS

Tenant checks: Background and credit checks are made upon application.  
Lease term: 6-12 months

COMPETITIVE POSITION AS COMPARED TO SUBJECT

Location: Slightly inferior
Quality/Condition: Similar
Utilities: Tenants pay for electric
Unit Size: Slightly inferior
Project Amenities: Superior
Unit Amenities: Similar

COMMENTS

The primary differences between this property and subject property is the background and credit
check required upon application at this property and the larger unit sizes at this property.  The current
occupancy is approximately 100%.  The property was built in 1980 and was renovated in 2004.  It
is of inferior quality to the subject.  The property does not offer furnished units or “bills paid” options.
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Competitive Market Analysis - continued

COMPETITIVE PROPERTY NO. 4

PropertyName: West Creek Villas Apartments
Address: 8444 Spring Valley Road
City, State: Dallas, TX
Parcel ID: 00000768982000000
Owner: Nortex Security Investment, Inc.
Stories: 2

Unit Mix

Unit Type Unit Mix Size Base
Rent

/Month

 Monthly
Rent/SF

% Units Total SF Total Annual
Potential Rent

1 BR 39 675 $1,050 $1.56 72.2% 26,325 $2,129,400

2 BR 9 972 $1,300 $1.34 16.7% 8,748 $608,400

2 BR 6 1,069 $1,400 $1.31 11.1% 6,414 $436,800

Totals/Avg. 54 768 $1,131 $1.47 100.0% 41,487 $3,174,600
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Competitive Market Analysis - continued

PHYSICAL CHARACTERISTICS

Average Unit Size: 768 SF
Project Amenities: Laundry room 
Unit Amenities: Fireplace, dishwasher, patio/balcony
Unit Type: Walk-up exterior

OPERATING PERFORMANCE

Occupancy 99%
Average Length of Stay Mainly over 12 months
Tenant Expenses Tenant pays for water, electric, and cable

TENANT REQUIREMENTS

Tenant checks: A background and credit check is done upon application.  
. Lease terms: 6 or 12 months

COMPETITIVE POSITION AS COMPARED TO SUBJECT

Location: Slightly inferior
Quality/Condition: Similar
Utilities: Inferior - tenant pays for water, electric, and cable
Unit Size: Similar
Project Amenities: Slightly inferior
Unit Amenities Similar

COMMENTS

The primary differences between this property and subject property is the background and credit
check required upon application at this property and the larger unit sizes at this property.  The current
occupancy is 99%.  The property was built in 1980, but appears not to have been renovated.  It is
of fairly similar quality to the subject and does not offer furnished units or “bills paid” options.

Competitive Market Conclusion

Overall, the properties we have analyzed in this section are not intended to be a comprehensive list
of potentially competitive properties to the subject, but are frequently mentioned, nearby properties
that may compete with the subject and give a good indication of demand for short or long term
unfurnished units in the immediate area.  

The occupancy for the competitive apartments is between 99% and 100%, similar to subject’s, which,
due to its operational characteristics, is most similar to an apartment.  Additionally, the rates at the
competitive properties support the rates currently charged at the subject, but the proposed
renovations should enhance the unit interiors, as well as overall appeal, thereby driving higher rents. 
Given this and the historical occupancy at the subject property, there appears to be strong demand
in the market area and for the units at the subject, so slightly higher rents will be assumed to reflect
this. 
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HIGHEST AND BEST USE ANALYSIS

The fundamental concept of highest and best use may be defined as:

“The reasonably probable use of property that results in the highest value.”19

To test for highest and best use, all logical and feasible alternatives must be analyzed.  The appraiser
should determine whether the proposed usage of the land is: 

1) physically possible
2) legally permissible
3) economically feasible
4) maximally productive

If an affirmative answer may be given to these basic questions, it is determined that the highest and
best use test has been satisfied.

The appraiser must recognize that land is generally appraised as if vacant and available for
development to its highest and best use and that the appraisal of improvements is based on their
actual contribution to the site.  Thus, the highest and best use of a site must be determined both 1)
as vacant and 2) as improved.  Highest and best use as vacant will be addressed first.

HIGHEST AND BEST USE AS VACANT

Physically Possible Uses

The subject site is of sufficient size to accommodate a number of potential uses, including multi-
family residential development.  The site has good exposure and visibility along Goldmark Drive to
the northwest and Midpark Road to the northeast.  The site is proximate to retail and commercial
development and nearby US-75.  All relevant municipal utilities are available in adequate supply to
service a variety of development uses.

Legally Permissible Uses

The subject site is zoned MU-3, Mixed Use 3, per the City of Dallas, which allows a variety of high-
density commercial and residential uses.  Retail is unlikely due to the lack of frontage to a busy
carrier, but multi-family, hotel, office, or industrial would  be compatible with surrounding uses, if
demand existed. 

Economically Feasible Uses

Both multifamily residential and hospitality uses are physically possible and legally permissible for the
subject, and we believe a change from one of these uses would probably be unlikely. We have
discussed both apartment market and extended stay conditions in the preceding market analyses. 
Market conditions are good for both uses in Dallas and in the subject property's immediate area.  This
is a result of increasing population and continued job growth in the region.  Thus, both uses are
considered feasible at this time.

Maximally Productive Use

Based on our analysis, the most likely use of the site is development of either a multi-family or
hospitality development, or a hybrid of the two such as the current use of the subject.  Therefore, the
maximally productive and highest and best use of the subject site as if vacant, is for the development
of a multi-family and/or hospitality project similar to the existing subject.

19 Appraisal Institute, The Appraisal of Real Estate, Fifteenth Edition, (Chicago: Appraisal Institute, 2020).
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Highest and Best Use Analysis - continued

HIGHEST AND BEST USE AS IMPROVED

The highest and best use as improved is also analyzed with regard to the four previously indicated
criteria.  The physical property is somewhat unique in its construction and operation as hybrid
between an extended stay lodging facility and an apartment.  It was constructed for this specific
purpose almost 40 years ago and has been operated in this manner since.  The units include a living
area, bedroom(s), a fully-equipped kitchen, and one or more bathrooms; however, they are generally
leased unfurnished.  

A typical one-bedroom unit is 660 SF, making it much larger than a typical extended stay hotel suite
and most comparable to apartment units.  The two-bedroom units are reported at 1,200 SF, again
much larger than typical suites.  Further, the units are not furnished.  Unlike a hotel, the project
generally caters to residents who hold a job in the local area, as opposed to transient business. 

Further, the property has been able to achieve occupancy levels which are higher than those of an
extended stay hotel and similar to those of an apartment.  Like apartments, the units rent on a
monthly basis, but there are no leases signed, although many tenants have been in occupation for
many years.  Most utilities, including basic cable TV are included, but tenants do pay electricity and
upgraded cable fees.  Also a tenant will need to provide furniture.  As there are no credit checks, all
customers must pay in advance on a monthly basis using cash or credit cards.  

Unlike a hotel, there are no linens or housekeeping service, and unit turnover is much lower than at
a hotel.  At a typical lodging facility, pproximately one-quarter to one-third of the units will turnover in
a typical month, but some customers will stay for more than a year, and ownership reports that some
tenants at subject have been in occupation for almost 10 years.  For the most part, occupancy levels
are reported to have been at, or very close to 100%, prior to the onset of Covid-19 in early 2000.  

For these reasons, it is our opinion that the maximally productive and highest and best use for the
property, as improved, is for continued operation under its current format as a hybrid between an
apartment and an extended stay lodging facility, but most similar to an apartment.
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THE VALUATION PROCESS

The estimation of a real property's market value involves a systematic process in which the problem
is defined; the work necessary to solve the problem is planned; and the data required are acquired,
classified, analyzed and interpreted as an opinion of value.  In this process, we recognize three
primary approaches to value:  the cost approach, sales comparison approach, and the income
capitalization approach.  When land development is imminent or proposed, the subdivision
development approach is also used.  When one or more of these approaches is not applicable in the
appraisal process, full justification must be presented.  An explanation of each approach follows:

COST APPROACH

In the cost approach, the appraiser first values of the fee simple interest in the site.  The replacement
or reproduction cost new of the improvements is then estimated.  Next, depreciation from all sources
is determined and subtracted from the replacement or reproduction cost new of the improvements to
arrive at their present value.  The present value of all improvements is added to the market value of
the site, resulting in an indicated value by the cost approach.

SALES COMPARISON APPROACH

The sales comparison approach involves the comparison of the subject property to similar properties
that have recently sold or that are currently offered for sale.  The sales prices of these properties are
then adjusted to reflect the respective differences of each from the subject to indicate a value range. 
This value range, as indicated by the adjusted comparable properties, is then used to establish an
indicated value for the subject property.

INCOME CAPITALIZATION APPROACH

The income capitalization approach is a process in which the anticipated future benefits (actual dollar
income or amenities) are reduced to a present value figure.  The appraiser is primarily concerned with
the future benefits resulting from net income and reversionary proceeds.  This approach involves
estimating potential gross income by comparison with competing properties and estimating expenses
(derived from historical and/or market experience) to determine a projected net income stream.  The
income stream is then capitalized into an indication of value by using capitalization rates extracted
from competitive properties in the market or by using other techniques when applicable.  Alternatively,
the income stream as well as the reversion of the property is converted into  value by use of a
discounted cash flow (DCF) analysis.  If both techniques are used, the resultant value indications
must be reconciled.

VALUATION APPROACHES UTILIZED

In this valuation, the sales and income capitalization approaches to value will be used.

RECONCILIATION

The final analytical step in the valuation process is reconciliation of the value indications obtained
from the different approaches to value.  The appraisers must consider the relative dependability and
applicability of each approach as dictated by the individual characteristics of the subject.  The final
opinion of value reflects the results of such deliberation. 
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COST APPROACH

The Cost Approach is based on the principle of substitution, which "affirms that a knowledgeable
buyer would pay no more for a property than the cost to acquire a similar site and construct
improvements of equivalent desirability and utility without undue delay."20  This approach often
represents “market thinking” since buyers and sellers frequently relate value to cost.

The Cost Approach to value typically involves the following steps:

1. “Estimate the value of the site as though vacant and available to be developed to its
highest and best use.

2. Determine which cost basis is most applicable to the assignment: reproduction cost or
replacement cost.

3. Estimate the direct (hard) and indirect (soft) costs of the improvements as of the
effective appraisal date.

4. Estimate an appropriate entrepreneurial incentive or profit from analysis of the market.

5. Add the estimated direct costs, indirect costs, and entrepreneurial incentive or profit
to arrive at the total cost of the improvements.

6. Estimate the amount of accrued depreciation in the structure and, if necessary, allocate
it among the three major categories:  physical deterioration, functional obsolescence,
and external obsolescence.

7. Deduct the estimated depreciation from the total cost of the improvements to derive an
estimate of their depreciated cost.

8. Estimate the contributory value of any site improvements that have not already been
considered.  (Site improvements are often appraised at their contributory value, i.e.,
directly on a depreciated-cost basis – but may be included in the overall cost calculated
in Step 3 and depreciated if necessary.)

9. Add land value to the total depreciated cost of all the improvements to arrive at the
indicated value of the property.

10. Adjust for personal property (e.g., furniture, fixtures, and equipment) or intangible
assets that are included in the appraisal

11. Adjust the value conclusion, which reflects the value of the fee simple estate, for the
property interest being appraised to arrive at the indicated value of the specified
interest in the property.”21

Each of the preceding steps will be further explained in detail as they are utilized.  First we will
address the applicability of the Cost Approach.

20  Appraisal Institute, The Appraisal of Real Estate, Fifteenth Edition, (Chicago: Appraisal Institute, 2020).     
21  Ibid.
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Cost Approach - continued

RELEVANCE OF COST APPROACH

The objective of the Cost Approach is to examine the replacement costs of an alternative building of
like utility, less all depreciation.  This recognizes that there is an underlying connection between cost
and value.  Sometimes the connection is obscured by factors such as depreciation or excess profits,
but the relationship still exists.  The Cost Approach reflects market thinking because market
participants relate value to cost.  Buyers tend to  judge the value of an existing structure not only by
prices and rents of similar buildings, but also by comparing the costs to create a new building with
optimal physical condition and functional utility.  Moreover, buyers will sometimes consider the
potential costs of rehabilitating an older structure up to the physical condition and functional utility that
they desire. 

We have found that the Cost Approach is very useful for newer, functional buildings in stable markets. 
However, as buildings age and depreciation accrues, the replacement cost method often becomes
less of a factor in the decisions of buyers and sellers, and thus is less applicable in some
assignments. 

Considering the age and nature of the subject and its market, we have not utilized the Cost Approach
in this appraisal, as it is not deemed necessary to produce a credible value opinion. 
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SALES COMPARISON APPROACH

The sales comparison approach, also termed the market approach, involves the comparison of the
subject property to similar properties which have already sold, or which are currently offered for sale,
with consideration given to their respective differences from the subject.  This process tends to form
a pattern of indicators from which the appraiser can estimate the value of the subject property.  The
principle of substitution is an integral part of this approach since a purchaser will typically not pay
more for a property than would be required to purchase an equally desirable substitute property.

The following procedures are used to apply the sales comparison approach.

1. “Research the competitive market for information on sale transactions, listings, and
offers to purchase or sell involving properties that are similar to the subject property in
terms of characteristics such as property type, date of sale, size, physical condition,
location, and land use constraints.  The goal is to find a set of comparable sales as
similar as possible to the subject property.  

2. Verify the information by confirming that the data obtained is factually accurate and that
the transactions reflect arm's-length market considerations.  Verification may elicit
additional information about the market.

3. Select relevant units of comparison (e.g., price per acre, price per square foot, price per
front foot) and develop a comparative analysis for each unit.  The goal here is to define
and identify a unit of comparison that explains market behavior.

4. Look for differences between the comparable sale properties and the subject property
using the elements of comparison.  Then adjust the price of each sale property to reflect
how it differs from the subject property or eliminate that property as a comparable.  This
step typically involves using the most comparable sale properties and then adjusting for
any remaining differences. 

5. Reconcile the various value indications produced from the analysis of comparables into
a single value indication or a range of values.”22

Each of the preceding steps will be further explained in detail as they are utilized.  First we will
address the applicability of the sales comparison approach.

APPLICABILITY OF THE SALES COMPARISON APPROACH

The Sales Comparison Approach is most relevant in markets with homogeneous properties (such as
single family homes, apartments and warehouses), where there is substantial sales activity, and
where the adjustments to the comparables are few and relatively simple to compute.  When
appraising more complex properties, such as hotels, office buildings and shopping centers, the sales
comparison approach is less useful.  

Large commercial properties tend to have multiple variables that set them apart from other properties
in the same class.  For example, two nearby hotel properties that might at first appear similar could
differ in the following areas: number of rooms, age of  facility, franchise affiliation, parking availability,
room layout, condition of furnishings, configuration of restaurants, amount of meeting space, status
of mechanicals, influence of other amenities, timing of transaction, management effectiveness, buyer
motivations, capital sources, and numerous other factors.  Given these multiple differences, the
proper analysis of a sale comparable in a complex property appraisal frequently requires a substantial
number of adjustments which, when taken together, dilutes the applicability of the comparable in the
first place.  At the same time, as properties become more complex, the transaction market gets
thinner, meaning that more weight must be placed on fewer sales.

22 Appraisal Institute, The Appraisal of Real Estate, Fifteenth Edition, (Chicago: Appraisal Institute, 2020).
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Sales Comparison Approach - continued

In reality, most buyers of apartments are focused on the quality, quantity and durability of the income
stream.  This starts with a careful review of rates, occupancies and margins, an analysis of the subject
relative to its competition, consideration of new construction in the market, and a review of macro and
micro trends within the industry.  These factors are best addressed in the Income Capitalization
Approach.  In fact, the Income Capitalization Approach, together with a detailed market analysis, best
emulates the process that a buyer goes through to establish a purchase price.  Consequently, the
Sales Comparison Approach is seldom given much weight in the final value conclusion for complex
properties. 

Given the multitude of adjustment factors, the practical reality is that a value estimate derived solely
from sales comparison, even after adjustments, can often be materially different (either higher or
lower) than the price that an income-based investor would be willing to pay.  Yet despite these
limitations, the Sales Comparison Approach is still useful in establishing a check on the value reached
by the Income Capitalization Approach.

Recent sales of apartment properties can provide a range of data which can be used to evaluate the
appropriateness of the value reached via an income method.  In situations where the Income
Capitalization Approach suggests a market value outside the range as suggested by the Sales
Comparison Approach, it may cause the appraiser to revisit the assumptions used in deriving the
income-based value.  We will utilize the Sales Comparison Approach in a similar manner.  In essence,
the Sales Comparison Approach is used as a test of the Income Capitalization Approach.

The following section details individual sales used in our sales comparison approach.

The sales deemed most relevant for use in this analysis are presented in summary on the
following page.  We have discussed in a narrative format within this approach the details of
each sale and provided photographs and abstracts of each comparable in the Addenda.
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Sales Comparison Approach - continued
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Sales Comparison Approach - continued

MAP OF SALE COMPARABLES
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Sales Comparison Approach - continued

ANALYSIS OF DATA

The objective of the Sales Comparison Approach is to test the value reached by the Income
Capitalization Approach against the comparable data.  This is done using several key units of
comparison, together with the operating ratios and statistics available from the comparable sales. 
Given the lack of information available from this limited set of comparable sales, we will primarily
focus only on the sale price per room/unit.

The sale price per unit is a unit of comparison which expresses the relationship between price/value
and the size of the structure (number of units).  This is a reliable indicator of value assuming a high
degree of comparability.  The weakness of this unit of comparison is that it does not directly
differentiate between the respective income-generating capacities of somewhat dissimilar properties.
It is noted that the comparisons will be made assuming that subject has been renovated per the
buyer's proposals; adjustments will then be made to estimate the subject's "as is" value.

A brief discussion of each sale comparable follows:

Sale No. 1 - McCallum Communities, 7740 McCallum Blvd., Dallas, TX

Located in Far North Dallas, off Coit Road, this property sold in November 2022 for $52,000,000 or
$124,105 per unit. This much larger, 419-unit property was built in 1984 and has a smaller average
unit size of 595 SF.  The units are rented unfurnished and the tenant pays for electric and cable.  The
pro forma cap rate was projected to be 4.45%, reflecting almost $4.0 million in renovations which the
buyer proposes. Overall, this property is superior in comparison to the subject.

Sale No. 2 - Clover on Park Lane, 8780 Park Lane, Dallas, TX

Located around five miles south of subject, to the east of US-75, this property sold in January 2022
for $38,500,000 or $112,245 per unit. The 343-unit apartment property was built in 1975 and was
renovated in 2007,  and has an average unit size of 610 SF, smaller than subject.  The cap rate was
reported to be 3.50%.  The units are rented unfurnished and the tenants pay for all utilities.  Overall,
this property is fairly similar in comparison to the subject.

Sale No. 3 - The Colony House, 6235 Oram Street, Dallas, TX

Located just a couple of miles northeast of Central Dallas, this property sold in December 2021 for
$2,952,380 or $140,590 per unit. The 21-apartment community is smaller than subject and was built
in 1961 and has an average unit size of 913 SF.  The units are rented unfurnished and the tenant
pays for all utilities.  The cap rate was reported to be 3.55%.  Overall, this property is significantly
superior in comparison to the subject.

Sale No. 4 - The Estara - 11321 Woodmeadow Pkwy., Dallas, TX

Located in Northeast Dallas, just inside IH-635, this community sold in November 2021 for
$25,620,000 or $118,611 per unit. The 216-unit apartment property was built in 1971 and renovated
in 2017.  It has an average unit size of 1,008 SF, much larger than subject.  The cap rate was
reported to be 3.95%.  The units are rented unfurnished and the tenant pays for electric and cable.
Overall, this property is slightly superior in comparison to the subject.

Sale No. 5 - 1500 North Carroll - 1500 N. Carroll Avenue, Dallas, TX

Located in Northeast Dallas, within two miles of the CBD, this property sold in November 2021 for
$3,000,000 or $115,385 per unit.  The 26-unit property was built in 1986, but appears to have been
renovated fairly recently.  All units are rented unfurnished and tenants pay utilities.  The average unit
size is smaller than subject's at 546 SF.  Overall, this property is slightly superior in comparison
to the subject.
Adjustments
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Sales Comparison Approach - continued

In addition to the primary adjustments (location, age/condition, design/appeal, average unit size, etc.),
adjustments for other intangibles are analyzed. As mentioned previously, the subject property is
relatively unique, with an operation similar to an extended stay hotel and other characteristics more
similar to an apartment complex. There are other intangibles that the subject property and the
extended stay hotel offer that the apartment comparables do not. Other intangible items are primarily 
unfurnished units, no credit checks, low or zero deposits, and term flexibility. 

At the subject property, the residents are not given credit checks, nor are lease agreements entered
into like an apartment complex. This allows for a broader tenant base that may not be able to secure
a lease at an apartment property due to credit issues. In addition, weekly payments  allows for greater
flexibility than a long-term apartment lease. Based upon the preceding, most of the apartments sales
are adjusted upward for other intangibles.

Amerigold Suites - Adjustment Grid

#
Sale
Date

Sale
Price/Unit

Market
Conditions

Occupancy
at Sale

Location
Age/

Condition
Design/
Appeal

Average 
Unit Size

Other
Intangibles

Overall
Adjustment

1 11/22 $124,105 -
Slt.

Upward
Slt. 

Downward
Downward Downward Upward

Slight
Upward

Slight
Downward

2 01/22 $112,245
Slt. 

Downward
-

Slt. 
Downward

- Downward Upward Upward -

3 12/21 $140,590
Slt.

Downward
Slt.

Upward
Slt.

Downward
Slight

Downward
-

Slt.
Downward

Slight
Upward

Sig.
Downward

4 11/21 $118,611
Slt.

Downward
Slt. 

Upward
Upward

Slt.
Downward

Downward
Slight

Downward
Slight

Upward
Slt.

Downpward

5 11/21 $115,385
Slt.

Downward
-

Slt.
Downward

- Downward Upward
Slt.

Upward
Slt.

Downward

Value Opinion

Given all the factors, it is our opinion that the sales indicate the subject, as if stabilized, would sell,
in today’s dollars, for a price between $100,000 and $110,000 per unit.  The following table
summarizes our opinion of the "as is" market value of the subject property, after deductions for the
costs of the proposed renovations and resulting lease-up lost income.

Fee Simple Market Value of Amerigold Suites
via the Sales Comparison Approach - As Is, As Of January 19, 2023 

Method Low Indicator High Indicator

Estimated Sale Price Per Unit
January 19, 2023              $100,000 $110,000

Number of Units 70

Indicated Value $7,000,000 $7,700,000

RECONCILED VALUE (Rd.) $7,350,000

Less: Renovation Costs ($3,040,000)

Less: Lost Income During Renovation ($115,000)

Final Value by Sales Comparison $4,200,000
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INCOME CAPITALIZATION APPROACH

The income capitalization approach requires the appraiser to formulate a market value for the subject
by converting projected net income into a single present value.  This process is known as
capitalization.  The approach to value requires four basic steps:

1. Estimate gross income for the subject space on a stabilized basis and/or over the
term of the holding period according to the anticipated timing of the leases.

2. Using available market data, estimate a proper allowance for vacancy and credit loss
forecast to occur during the projected period of ownership.

3. Estimate and project anticipated fixed and variable operating expenses to be
incurred.  Also estimate anticipated leasing commissions and refurbishment costs,
as well as a reasonable allowance for replacements which the owner of the subject
should expect during ownership.

4. Convert the resulting income stream into an estimate of value using a market-derived
capitalization rate in the case of direct capitalization, and/or a discount rate in the
discounted cash flow (DCF) analysis (yield capitalization).

The preceding steps are discussed in detail below and in the following pages.

PROJECTIONS OF REVENUES AND EXPENSES

To forecast future operations for the subject, we have first examined its historical operating
experience.  However, although historical income statements were provided, very limited cost data
was received, and only for the period since the property went into receivership last October.   To the
extent possible, we have conducted an analysis of the property’s financial history.  The historical
statements do not provide any detail of expenses; further, they do not include a base management
fee, since the property is currently managed by ownership, nor do they include a reserve for
replacement.  In our projection, we have included both a management fee and reserve for
replacement based on what is typical in the market.  

Based on the operating model of the subject with a minimum length of stay of one month, but with
an average length of stay of nine to twelve months (without a written lease), the subject property has
operations most similar to an apartment complex and other operations similar to an extended-stay
hotel.  The historical financials as provided by property management, present income and expenses
in a manner more similar to that of an apartment complex.  

Please note the following with regard to the historical operating statement recast:

• Deposit Fee Income represents the non-refundable deposit fees charged to guests/residences
at the time rent is paid.  The surcharge is considered a protection to the owner against damage
or vacancy. 

• Other Income includes revenue from the sale of convenience items (vending, etc.), application
fees, late fees, pet fees, damage fees, and any other fee income, as well as any other revenues.

The recast statement is presented on the following page and the actual statements received from
management are provided in the Addenda.

According to the property manager, occupancy has been virtually 100% since around 2012, but fell
when Covid-19 took hold in early 2020.  A number of tenants reportedly could not pay rent and
remained in occupancy in the expectation of Government assistance, but when this was not
forthcoming ownership had to issue eviction orders in order to gain possession.  As a result of some
of the tenants cuasing damage to the units prior to their eviction, 17 units had been incapable of being
leased until repairs were made and 11 of these remain vacant as of our inspection.
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Income Capitalization Approach - continued

Our stabilized pro forma assumes that the property has been renovated, per the specifications
provided by one of the prospective purchasers (Worth Street Properties) and that all of the units are
renovated and available to be leased at market rents. 

Throughout this analysis, we will compare the subject’s reported actual operating history with other
financial data. Specifically, we will use the following:

• Analysis of average data reported by the National Council of Real Estate Investment
Fiduciaries (NCREIF) for investment grade low-rise apartments for 4Q 2022 (Southwest
Region); this survey data represents far superior product.

• We have also compared the subject property’s expenses to other comparable lodging suites
and Class C apartment properties in the DFW area.

Actual detailed operating statements and budgets were requested, but not provided.
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Income Capitalization Approach - continued
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Income Capitalization Approach - continued

POTENTIAL GROSS INCOME (PGI) ESTIMATE

The first step in estimating PGI is to estimate the market rent attainable for the subject.  This is
accomplished via an analysis of the competing properties in the market area.  Because the subject
property is reported to have had a good history of occupancy, the following analysis is more of a
check of reasonableness of the subject’s current rates.

We have previously analyzed the subject’s comparable properties in detail in the Competitive Market
Analysis.  The subject property as well as properties with similar operations typically do not allow
nightly or weekly guests and the rates are quoted on a monthly basis.  Therefore, the most applicable
unit of comparison is the monthly rate, in common with other nearby apartment properties.

Rates at the subject are similar to those charged by the other comparable properties (presented
earlier) as shown in the following table. 

Summary of Competitive Rate Survey - January 2022

No. Project Name
Year
Built

Total
Units

Weekly Rates

Unit Size
(SF)

Type
Quoted
Monthly
Rents

Quoted
Monthly
Rent/SF

1 Autumn Brook
Apartments

1980 60
625 1 BR $540 $0.86

975 2 BR $837 $0.86

2
Hillsdale Garden
Apartments

1969 /
1999

72

705 1 BR $1,070 $1.52

920 2 BR $1,212 $1.32

1,095 2 BR $1,375 $1.26

3
Oak Hollow
Apartments

1980 /
2004

55

400 EFF. $650 $1.63

528 1 BR $725    $1.37   

625 1 BR $800 $1.28

750 2 BR $1,050 $1.40

930 2 BR $1,200 $1.29

1,000 3 BR $1,350 $1.35

4
West Creek Villas
Apartments

1980 54

675 1 BR $1,050 $1.56

972 2 BR $1,300 $1.34

1,069 2 BR $1,400 $1.31

Subject Property
1986 / 
2023

70
660 1 BR $1,200 $1.82

1,200 2 BR $1,800 $1.50

Note: As each of the comparables is also rented unfurnished, no adjustments are necessary.  
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Income Capitalization Approach - continued

Market Rent Analysis

Although the properties summarized above are competitive, the subject property is unique and
therefore each property has characteristics that are different from the subject which affect rates. 
Therefore, we have analyzed differences in location, quality and condition, unit size, available project
amenities, and unit amenities in comparison to the subject.  The following are brief descriptions of
each of the properties.

Competitive Property 1

Autumn Brook Apartments is located close to the subject property to the west, a slightly inferior
location.  It is inferior to the subject in quality and condition as, to our knowledge, it has not been
renovated.    As an apartment complex, the units are slightly smaller and a credit and background
check is made for each application.  The property offers similar amenities, having a pool and laundry
facility. 

Adjustments to this comparable are summarized below.
Location . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . Slight Upward
Quality and Condition . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . Slight Upward
Unit Size . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . Similar
Project Amenities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . Similar
Unit Amenities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . Similar

The overall adjustment is upward.

Competitive Property 2

Hillsdale Garden apartment community is located north of the subject property, a slightly inferior
location to subject.  It is similar to the subject in quality and condition.  As an apartment complex, the
units are  larger overall and a credit and background check are made for each application.  Unit sizes
average 886 square feet, compared to 737 square feet at the subject.  The property has a pool and
a laundry, but no fitness center.  It is older than subject, but has been renovated, albeit 23 years ago.

Adjustments to this comparable are summarized below.
Location . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . Slight Upward
Quality and Condition . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . Similar
Unit Size . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . Downward
Project Amenities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . Similar
Unit Amenities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . Upward

The overall adjustment is slightly upward.
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Income Capitalization Approach - continued

Competitive Property 3

Oak Hollow 1 apartments are located west of the subject property, close to No. 1 and is a slightly
smaller project which is fully leased.  The property is slightly older, but was renovated in 2004, so is
slightly inferior in condition to the subject. The units are slightly smaller in average size and a credit
and background check are made for each application.  The property has two swimming pools, and
a laundry room.  Units are similar in amenities to the subject units.

Adjustments to this comparable are summarized below.
Location . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . Slightly Upward
Quality and Condition . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . Slight Upward
Unit Size . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . Slightly Upward
Project Amenities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . Similar
Unit Amenities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . Similar

The overall adjustment is upward.

Competitive Property 4

West Creek Villas are located northwest of the subject property along Spring Valley Road, a slightly
inferior location.  The property is slightly older, but appears to have been renovated and is assumed
in similar condition to the subject, as if renovated.  In this complex, the units are slightly larger and
credit and background checks are made for each application.  The property has a  laundry room, but
no swimming pool or  fitness center.  Units appear to have a similar level of finish and interior
amenities to the subject units.

Adjustments to this comparable are summarized below.
Location . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . Slight Upward
Quality and Condition . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . Slight Upward
Unit Size . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  Slight Downward
Project Amenities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . Slight Upward
Unit Amenities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . Similar

The overall adjustment is upward.

Conclusions of Market Rent

The subject’s current asking rents are above the range of comparables, which is reasonable, given
their respective characteristics.  Taking into consideration the previous adjustment grids, the subject’s
historical and current occupancy, and assumed renovation and stabilized occupancy, we adopt the
current rates as representative of market at present.  However, given the high occupancy, good
demand, and proposed renovations, we will inflate the rents by 5.0% to reflect the cumulative effect
of all these factors.

The following table summarizes the estimated rental income for the subject property based on our
conclusions of market rent.

NVC Estimated Stabilized Rental Income
Amerigold Suites - Dallas

Unit Type Size (SF)
No. of 
Units

 Estimated
Stabilized

 Monthly  Rent

Estimated
Stabilized

Annual Rent

1 BR 1 BA 660 60 $1,260 $907,200

2 BR 1 BA 1,200 10   $1,890 $226,800

Totals/Averages 737 70 $1,350 $1,134,000
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Income Capitalization Approach - continued

Concessions

Demand for apartments in this market remains generally strong, with submarket vacancy currently
at 7.1%, slightly lower than the overall market's 8.5%.  Income statements received indicate
concessions as follows:

Amerigold Suites - Concessions

Category 2019 2020 2021 2022 NVC Projection

Concessions $0 $2,030 $2,047 $3,100 $3,500

Amount/Unit $0.00 $29.00 $29.24 $44.29 $50.00

As can be seen, there were no concessions at subject in 2019, but likely due to Covid, concessions
have been evident subsequently, as there were up to 17 vacancies, although this has now dropped
to 11 units, all of which are under renovation.  Indeed, subject's property manager reports no available
units at present.  As a result, and assuming the proposed renovation, nominal concessions of $3,500
per annum are included.

OTHER INCOME ITEMS

As noted earlier, other income is generated from various fees, including application fees,
administration feees, late fees, pet fees, damage fees, utility reimbursements, and vending income. 
The historical data for subject for 2019, 2020, 2021, and 2022, are shown below, together with our
stabilized projection:

Amerigold Suites - Surcharge Income

Category 2019 2020 2021 2022 NVC Projection

Application Fee $1,440 $1,160 $880 $1,265 $1,200

Administration Fee $150 $0 $0 $138 $150

Late Fees $0 $0 $350 $970 $500

Pet Fees $3,151 $1,740 $2,550 $1,450 $2,000

Damage Fees $0 $4,276 $1,932 $6,208 $2,000

N/R Deposits $13,582 $12,475 $8,100 $11,000 $10,000

Utility Recoveries $0 $0 $0 $28,022 $35,000

Totals $18,323 $19,651 $13,812 $49,053 $51,000

Amount/Unit $261.76 $280.73 $197.31 $700.76 $728.57

Taking historical operations into account, we have projected stabilized other income of $728.57
per unit, or $51,000 (rounded).

The National Council of Real Estate Investment Fiduciaries (NCREIF) indicates that other income
for garden apartment projects in the Southwest averaged $1,111 per unit per year as of 4Q 2022,
with expense recoveries of $285/unit per annum.  These data are based upon a property count of
289 communities with an average occupancy of 94.25%.  However, these data relate to higher
quality, newer properties with higher rents and expenses. 

Room Tax

The income and expense statements do not show any room tax amounts.  These typically apply to
a hotel, and thus, these are excluded any Room Tax income or Room Tax Refund expense items
in our projection as subject is considered most similar to an apartment community.
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Income Capitalization Approach - continued

ABSORPTION, VACANCY AND CREDIT LOSS

Absorption

Absorption pertains to income loss due to the time required to lease vacant units at the subject to
stabilization.  According to management, the subject was at or close to full occupancy in the years
preceding 2020, but Covid-19 caused a drop in occupancy to around 76%, although this has
recovered to around 84% as of the date of inspection.  

The vacant units are either under repair/renovation or are unleasable due to damge, and will likely
not be leased until a new owner has finished renovations to the entire property.  Consequently, an
absorption loss is applicable and is estimated at the existing vacancy level until January of 2024,
allowing approximately one year for the work to be completed and the units re-leased. 

Vacancy and Credit Loss

Occupancy fluctuates over time but is generally high in this apartment market, although it has been
reduced recently, due to the construction of new communities.  However, most of the new
construction is Class A product and therefore doesn't impact subject.  

Further, as it is operated effectively as an apartment project, it does not have the high level of turover 
that an extended stay hotel might have.and lower than a garden apartment property. A typical "suites"
may have up to a quarter of its units turnover in a typical month which affords the opportunity for more
frequent changes in occupancy in any given period.  

There is limited credit loss since all customers are required to pay in cash or by credit card.  If a
customer does not pay when rent is due, then the owner changes the lock and classifies that unit as
vacant.  In this way, credit loss is incorporated within the vacancy figure. 

Given subject's historically high occupancy and proposed renovation, we consider stabilized
occupancy at subject to be 92.5%. This equates to a 7.5% vacancy/credit loss deduction.  Although
higher  than recent figures, this is what an investor might underwrite at present. 

The subject submarket has averaged 5.5% vacancy over the last 10 years and is currently at 6.8%. 
Thus, at a total of 7.5%, vacancy is 5.50% to 6.00%, and 1.5% - 2.0% is allocated to credit loss.

Loss to Lease

The “quoted” rates  are typically slightly higher than the actual income received.  On-site managers
have incentives to maintain both occupancy and rent, so they are frequently tweaking rental rates to
manipulate occupancy levels in an attempt to maximize income.  A customer will typically have a set
rent for roughly a year and then management will make a change in the summer, often adjusting
weekly rents by some ten dollars per unit. 

There are also periods of high and low demand where the manager will adjust its quoted rates upward
or downward to meet the market. Tenants who sign in this period are normally charged that same rent
for the duration of the year. The impact of loss-to-lease is shown in the following table.
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Income Capitalization Approach - continued

Amerigold Suites - Loss to Lease 

70 Units

December 2022 Annualized

Amount
Per Unit

Per Month

Current Gross Income At Market Rates $1,080,000 $1,286

Actual Gross Income Reported $666,965

Actual Occupancy Indicated 61.4%

Implied Potential Gross Income $1,086,262 $1,293

Loss to Lease ($6,262) ($7)

Percentage of Gross Potential -0.6% -0.6%

As can be seen, the recent numbers (annualized) indicate a very nominal gain to lease.  Again, given
the incompleteness of the operating information, over the course of a year, we estimate a zero “loss
to lease”.  

Combined Vacancy and Loss to Lease

The combination of 7.5% vacancy/credit loss and 0.0% loss to lease indicates a total 7.5% deduction
from gross potential stabilized income.

OPERATING EXPENSES

Operating expenses are the annual direct expenses or annual cash outflows borne by the owner/
investor of income producing properties as the necessary cost of generating gross income.  The
expense figures used are typical of stabilized annual cash expenses to be paid by the owner of the
property over the income projection period.  Before net operating income can be calculated,
operating expenses are estimated and deducted from effective gross income.

To estimate the appropriate expenses for the subject property, we have examined several sources
of information, including:

1) Analysis of apartment expense data reported by the National Council of Real Estate Investment
Fiduciaries (NCREIF) for investment grade apartments for 4Q 2022 (Southwest Region).

2) An analysis (as far as was possible)of the subject’s very limited expense data provided the
appraisers. 

3) Average operating expenses for several limited stay suites in the DFW area.

Apartment Expense Data - NCREIF 4Q22

Comparable Income and Expense Data
NCREIF - Southwest Region Apartments (<200 Units)

Number of Multifamily Complexes 7

Average Number of Units 158

$/Unit % of EGI

Average Average

Base Rent $18,038 90.9%

Expense Reimbursement $178 0.9%

Other Income $1,620 8.2%

TOTAL INCOME (EGI) $19,836 100.0%
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Income Capitalization Approach - continued

Expense 2 Month Expense Annualized Annualized/Unit

Management $8,221 $49,326 $705
Utilities $28,151 $168,904 $2,413

Repairs/Maintenance $18,317 $109,904 $1,570
Insurance $26,463 $26,463 $378

Administration $2 $5,160 $74
Taxes $0 $79,000 $1,129
Margin Tax $0 $0 $0

Total $81,154 $486,925 $6,956

Amerigold Suites - 2022 Annualized Expenses

Administrative $3,159 15.9%

Marketing $292 1.5%

Utilities $1,277 6.4%

Maintenance $1,276 6.4%

Insurance $539 2.7%

Management Fee $694 3.5%

Real Estate Taxes $3,934 19.8%

Other $454 2.3%

TOTAL OPERATING EXPENSES $11,625 58.6%

NET OPERATING INCOME (NOI) $8,211 41.4%

Source: NCREIF and NVC Keystone Database - 4Q 2022 Data

Subject Expense Data

Although requested, very limited expense data for subject was provided the appraisers, likely due
both to it being managed in-house, and the current receivership status.  

The following table shows expenses for subject during the last two months of 2022, just after the
property went into receivership.  As best as possible, we have annualized those expenses and added
taxes based upon the current assessed value and tax rate.

Comparable Expense Data

In the following tables, are expenses of comparable apartment projects and comparable hotel or
"suites" units.   All of the apartment data is for periods in 2022. 
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Income Capitalization Approach - continued

    Property City/Location

    Units

Amount $/Unit Amount $/Unit Amount $/Unit

Effective Rental Income $5,033,452 $14,632 $4,080,797 $14,471 $4,910,037 $14,109

Surcharge Income $220,384 $641 $207,218 $735 $240,961 $692

Room Tax $83,899 $244 $99,021 $351 $139,617 $401

Other Income $461,649 $1,342 $543,976 $1,929 $592,834 $1,704

Effective Gross Income $5,799,384 $16,859 $4,931,012 $17,486 $5,883,449 $16,906

Advertising & Promotion $11,828 $34 $13,310 $47 $15,044 $43

General & Administrative $95,326 $277 $105,316 $373 $125,420 $360

Repairs & Maintenance $175,817 $511 $146,267 $519 $237,057 $681

Personnel (Payroll) $1,033,543 $3,004 $920,906 $3,266 $1,052,225 $3,024

Utilities $829,904 $2,413 $524,393 $1,860 $619,600 $1,780

Management Fees $0 $0 $0 $0 $0 $0

Insurance $63,650 $185 $57,531 $204 $62,000 $178

Real Estate Taxes $252,500 $734 $216,400 $767 $294,000 $845

TX Margin Tax $27,600 $80 $22,800 $81 $28,200 $81

Refunds $24,504 $71 $74,441 $264 $83,574 $240

Room Tax $77,439 $225 $44,917 $159 $76,021 $218

Replacement Reserve $0 $0 $0 $0 $0 $0

Total Operating Expenses $2,592,111 $7,535 $2,126,281 $7,540 $2,593,141 $7,452

Net Operating Income (NOI) $3,207,273 $9,323 $2,804,731 $9,946 $3,290,308 $9,455

Effective Gross Income/Unit $16,859 $17,486 $16,906

Operating Expenses/Unit $7,535 $7,540 $7,452

Operating Expense Ratio (% of EGI) 44.70% 43.12% 44.08%

Operating Expenses

344 282 348

Income/ Expense Category
T12 10/2022 T12 10/2022 T12 10/2022

Summary of Trailing 12 Months 2022 Comparable Operating Statements

Addison NW Dallas NE Dallas

Expense Comps

The table below provides a summary of operations at three larger lodging suites projects located in
the North Dallas area, and these are used to assist in our projection of operating expenses at the
subject.

NVC Expenses Estimates

Advertising and Promotion

Subject’s annual cost for advertising and promotion is not known.  The suites expense comparables
indicate a range in advertising and promotion from $34 to $47 per unit but the apartment expenses
show a range from  $142 - 266/unit, and NCREIF shows an average of $292.  Most emphasis is
placed upon the NCREIF and apartment comps which indicate a range of $142-292.  We have
estimated $175 per unit, or $12,250 for advertising and promotion.

Advertising and Promotion

Suites
Expenses 

NCREIF 4Q
2022

Apartment
Comps

Subject 2022
2M Ann.

NVC
Projection

Amount/Unit $34-47 $292 $142-266 $0 $175

Amount - - - - $12,250
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Income Capitalization Approach - continued

General and Administrative

General and administrative expenses include items such as phone service, postage and office
supplies. At the subject property, the only costs for general and administrative are minimal.  The
suites expense comparables indicate a range in administrative expenses from $277 to $373 per unit,
with NCREIF indicating a much higher average amount of $3,159.  The  apartment comps showing
a range of $241-368/unit .  Placing most emphasis on the comparable property  figures, we have
estimated $350 per unit, or $24,500 for general and administrative costs.

General and Administrative

Suites
Expenses 

NCREIF 4Q
2022

Apartment
Comps

Subject 2022
2M Ann.

NVC
Projection

Amount/Unit $277-373 $3,159 $242-368 $0 $350

Amount - - - - $24,500

Repairs and Maintenance

This category includes painting, cleaning, plumbing, electrical, and general maintenance associated
with the buildings and common areas including the majority of turnover expenses.  We note that this
category also includes landscaping and pest control.  At the subject property, the annualized cost per
unit  for repairs and maintenance was $1,570, and the suites expenses range between $511-681/unit. 
The apartment comparables show a range of $450-1,001/unit, with NCREIF indicating $1,276.  

Placing most emphasis on the recent historical figures, we have estimated $1,200 per unit, or
$84,000 for repairs and maintenance.

Repairs and Maintenance

Suites
Expenses 

NCREIF 4Q
2022

Apartment
Comps

Subject 2022
2M Ann.

NVC
Projection

Amount/Unit $511-681 $1,276 $450-1,001 $1,570 $1,200

Amount - - - - $84,000

Personnel Costs (Payroll)

This category, for a property like the subject, includes salaries for any on-site personnel.  This might
be full or a part-time managers and all maintenance personnel.  The property also employs several
people, mainly for maintenance and security. It also includes all employee benefits such as health
insurance, payroll taxes, and workman's compensation.  

Personnel costs were not itemized for the subject.  However, the suites expense comparables
indicate a range in payroll expenses from $3,004 to $3,266 per unit, the apartment comparables show
a range of $1,537-1,837. but NCREIF does not break out this category.  With most emphasis placed
on the apartment data and increasing wage costs, we have estimated $2,000 per unit, or $140,000
for personnel costs.

Payroll (Personnel)

Suites
Expenses 

NCREIF 4Q
2022

Apartment
Comps

Subject 2022
2M Ann.

NVC
Projection

Amount/Unit $3,000-3,266 $0 $1,537-1,827 $0 $2,000

Amount - - - - $140,000
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Income Capitalization Approach - continued

Utilities

The utilities category includes gas, electricity, water/sewer and trash expenses paid for by the
landlord.  At the subject property, the annualized cost for utilities in the last two months of 2022 was
$2,413.  The suites comparables indicated a range of between $1,780 and $2,413 per unit for utilities,
and the apartment comparables show a range of $800-1,088/unit, likely lower as most newer
apartment units are directly metered so that the owner's direct expenses are reduced.  The NCREIF
survey shows a cost of $1,277/unit and again likely reflects the owners' lower direct costs.  Placing
most emphasis on the subject annualized and suites data, we have estimated $2,400 per unit, or
$168,000 for utilities.

Utilities

Suites
Expenses 

NCREIF 4Q
2022

Apartment
Comps

Subject 2022
2M Ann.

NVC
Projection

Amount/Unit $1,718-2,413 $0 $800-1,088 $2,413 $2,400

Amount - - - - $168,000

Management Fees

This category includes items such as management fees, legal fees and other professional services. 
Property management fees are often treated as a separate expense category for apartments and
are typically charged as a percentage of effective gross income.  Fees tend to vary depending on
a variety of factors including the market position and rent levels of a particular property.  Generally,
higher quality properties with higher unit rents have lower management fees (as a percentage)
because they produce more income yet require the same amount of time and effort to manage as
a property with average rents.

The subject is an individual property which is reportedly self-managed and has an on-site manger.
It does not use a third-party management company so there has  not historically been a management
fee.  This is atypical in the market for both apartments and hotels.  Should the subject property sell,
a new operator would likely contract a management company for management services, so we have
included this as an expense.  However, we don’t want to double-count any of the management
services that are already accounted for in the payroll expense category.

NCREIF data indicates an average management fee of 3.5% of EGI for investment grade garden
style apartments in the Southwest region. Typical management fees for good quality apartment
complexes range between 2.5% and 3.5% of EGI.  Considering that the subject is more management
intensive than a typical apartment due to its weekly rent collection and frequent unit turnover, but that
we already have accounted for certain management expenses in the payroll category, we adopt an
additional management fee at 3.0% of effective gross income.  This is designed to account for the
added management services that corporate office currently provides.
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Income Capitalization Approach - continued

Insurance

From the recent expenses provided (since the receivership), the annualized cost for insurance
appears to have been $26,463 ($378/unit) in 2022.  Insurance costs for the suites comparables
ranged from $178 to $204 per unit, and for the apartments $462 to $514 per unit.  The NCREIF
insurance expense averages $539 for 4Q 2022.  Placing most emphasis on the recent apartment
comparables, we have estimated $400 per unit, or $28,000 for insurance.

Insurance

Suites
Expenses 

NCREIF 4Q
2022

Apartment
Comps

Subject 2022
2M Ann.

NVC
Projection

Amount/Unit $178-204 $539 $462 - 514 $539 $400

Amount - - - - $28,000

Property Taxes

As discussed in detail in the Tax and Assessment Analysis presented previously in this report, based
upon the current assessed value and current tax rate, the subject's property taxes are $38,150, or
$545 per unit. However, if the property was sold (and it is the subject of an LOI at $5,500,000) the 
assessed value would likely be increased closer to the sale price.  As a typical investor would
probably assume an assessed value of around 65-75% of market value, we have utilized an
assumed assessed value of $3,575,000 which produces a tax burden of $95,000.    

Room Tax 

As noted previously, we have excluded any Room Tax income and Room Tax & Refund expense
line items in our projection as room tax revenues collected are generally offset by room tax
obligations to be paid.

Replacement Reserves

Replacement Reserves is an allowance that provides for expenditures of short-lived items or
recurring expenses.  The deterioration of capital items occurs over a period of time, but are viewed
as an annual expense to ownership.  This requires an annual deduction be made from income to
reflect the statistical probability of their occurrence time.

The owner currently expenses all replacements of stoves/ovens, refrigerators, microwaves,
heating/cooling units, carpet, furniture, etc. within the repairs and maintenance category.   Many
times they will attempt to repair rather than replace.  As such, they employ three full time
maintenance workers and have a storage unit on site with tools and replacement units.  While we
don’t want to double-count what is already being expensed in these two categories, we do want to
properly allow for replacement reserves.

Short-lived items such as appliances, carpeting, window coverings, and HVAC units are typically
considered in replacement reserves.  Generally, for apartments, investors will select a reserve
amount between $250 to $700 per unit depending upon the age/condition of the property and the
amount estimated for general maintenance expense.  However, the subject has been maintained at
a below-average level and now exhibits deferred maintenance.

Given the age of the propety and the projected renovation, we will conclude with an additional 
reserve estimate of $300 per unit, or $21,000 for annual replacement reserves (post renovation).
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Income Capitalization Approach - continued

Total Operating Expenses Conclusion

NVC’s estimation of operating expenses for the subject as of January 19, 2023, is shown in the
following table.

Summary of Operating Expense Estimates

Total No. of Units: 70

Total Square Footage: 51,600

Expense Category

As of 1/19/2023

Amount $/Unit $/SF

Advertising & Promotion $12,250 $175 $0.24

General & Administrative $24,500 $350 $0.47

Repairs & Maintenance $84,000 $1,200 $1.63

Personnel (Payroll) $140,000 $2,000 $2.71

Utilities $168,000 $2,400 $3.26

Management Fees $32,634 $466 $0.63

Insurance $28,000 $400 $0.54

Real Estate Taxes $95,000 $1,357 $1.84

Texas Franchise Tax $5,711 $82 $0.11

Replacement Reserves $21,000 $300 $0.41

TOTAL $611,095 $8,730 $11.84

Our post-renovation NOI is shown in the proforma on the following page.
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Income Capitalization Approach - continued

NET OPERATING INCOME

The net operating income for the subject “as is”, is shown in the following table.

Amerigold Suites
Projected Income and Expenses As of January 19, 2023                 

For Use in Direct Capitalization Calculation

Total No. of Units: 70

Total Square Feet 51,600

Income/Expense Category

“As Is”

Annual
Percent of

EGI
Per SF

(Rentable)
Per Unit

Operating Income:

   Potential Rental Revenue $1,134,000 103.1% $21.98 $16,200

   Vacancy and Credit Loss 7.5% ($85,050) (7.7)% ($1.65) ($1,215)

   Loss to Lease 0.0% $0 0.0% $0.00 $0

   Concessions ($3,500) (0.3)% ($0.07) ($50)

  Effective Rental Income $1,048,950 95.4% $20.33 $14,985

  Other Income $51,000 4.6% $0.99 $729

Effective Gross Income (EGI) $1,099,950 100.0% $21.32 $15,714

Operating Expenses:

   Advertising & Promotion $12,250 1.1% $0.24 $175

   General & Administrative $24,500 2.2% $0.47 $350

   Repairs & Maintenance $84,000 7.6% $1.63 $1,200

   Personnel (Payroll) $140,000 12.7% $2.71 $2,000

   Utilities $168,000 15.3% $0.00 $2,400

   Management Fees 3.0% $32,999 3.0% $0.64 $471

   Insurance $28,000 2.5% $0.54 $400

   Real Estate Taxes $95,000 8.6% $1.84 $1,357

   Texas Franchise Tax 0.525% $5,775 0.5% $0.11 $82

   Replacement Reserves $21,000 1.9% $0.41 $300

Total Operating Expenses $611,523 55.6% $11.85 $8,736

Net Operating Income (NOI) $488,427 44.4% $9.47 $6,978

Per Unit Indications:

Effective Gross Income/Unit $15,714

Operating Expenses/Unit $8,736

Operating Expenses/EGI (%) 55.6%

Source: NVC Inc.

As only very limited data was provided, an analysis and comparison of subject's estimated expenses
with projected figures, was not possible.                 
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Income Capitalization Approach - continued

CAPITALIZATION

Capitalization is a process in which projected net income is converted into a single value estimate. 
The two primary methods of capitalizing income are 1) direct capitalization and 2) yield
capitalization.   Buyers of properties such as this do not typically utilize discounted cash flows or
yield capitalization, so we have only utilized direct capitalization.

DIRECT CAPITALIZATION

Capitalization rates are typically tied to a particular asset class.  Although the subject property shares
some characteristics of both apartment and hotel asset classes, its unit sizes and operation are most
akin to an apartment property.  The subsequent table summarizes characteristics that typically affect
capitalization rates and how the subject property compares with these different asset classes.

Given its existing and proposed continued use as an apartment property,  we have appraised the
property as such.  Apartments typically have a lower capitalization rate than extended stay hotels due
to their superior income stability, typically higher occupancy, and more stable market conditions as
well as less risk of mismanagement and competition with product affiliated properties.  When the risk
characteristics of the subject property are compared with apartment and hotel asset classes, we
would expect a capitalization rate much closer to the former.   

Considering this, there are several methods of deriving an appropriate overall rate to use to capitalize
NOI.  In determining the appropriate rate for the subject, we have utilized two methods, A) market
extraction, and B) investor survey.  Each of these methods are considered in the following
analysis.

A) Market Extraction Method

A market-extracted capitalization rate (overall rate) is market-oriented and can be determined by
dividing the NOI of a comparable sale by its selling price.  If comparables are truly similar to the
subject, they will produce a narrow range from which an appropriate rate can be selected and applied
to the subject's NOI.   

Within the Sales Comparison Approach, we confirmed several sales of recently sold apartment
complexes in the Dallas metro area.  The capitalization rates derived from these recent sales, as well
as other pertinent details regarding these properties, were described in the Sales Comparison
Approach section of this report, but are re-summarized for convenience in the chart on the following
page.   
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Income Capitalization Approach - continued

The comparables indicate a capitalization rate range of 3.50% to 4.42%.  However, all but one of
these sales occurred before the rapid increase in interest rates, which has resulted in uncertainty in
the capital markets, but has also caused a downward pricing shift, moreso for secondary properties
like subject.  None of the sales occurred after the most recent interest rate increases in December
2022, and then on February 1 this year.  The 10-year U.S. Treasury Yield was under 2.0% when
Nos. 2-5 transacted; it is currently just under 3.2%.

Overall, considering the characteristics of the comparable properties relative  to the subject and the
current environment in the capital markets, we would expect an overall rate for subject, as if
stabilized, to fall higher than this range of say, 6.00% to 6.50%.  We have concluded with a market
extracted capitalization rate of 6.25%.
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Income Capitalization Approach - continued

B)  Investor Survey Method

The following sections highlight key sections from the PwC Real Estate Investor Survey - Fourth
Quarter 2022.

National Highlights - Apartments

" “The year-one market rent change rate is the trickiest assumption to estimate now, according
to investors.  This key indicator declines to 3.83% from 4.10% last quarter but remains above
the ten-year average of 2.56% for this market.

• At the same time, this market’s average overall cap rate rises from 4.45% last quarter to 4.75%
this quarter; in response to the rising cost of capital, investors are slowing their pace of
acquisitions, pausing to assess the market, or pivoting toward debt-structured deals.

• A widening bid-ask pricing gap between buyers and sellers is a major impediment to deal flow
in this market, followed by increased caution being shown by investors.”

With the preceding in mind, the table on the following page provides current and historical OAR trends
(from the PwC Real Estate Investor Survey) that are relevant to the subject property.

Overall Capitalization Rate (OAR)
National Apartment Market

Year (4th Qtr.) Low High Average

2011 3.75% 10.00% 5.80%

2012 3.75% 10.00% 5.72%

2013 3.50% 10.00% 5.80%

2014 3.50% 8.00% 5.36%

2015 3.50% 8.00% 5.35%

2016 3.50% 7.50% 5.26%

2017 3.50% 7.50% 5.32%

2018 3.50% 8.50% 5.16%

2019 3.50% 7.00% 5.15%

2020 3.50% 8.00% 5.22%

2021 3.00% 7.00% 4.42%

1Q 2022 3.00% 7.00% 4.40%

2Q 2022 3.00% 7.00% 4.45%

3Q 2022 3.00% 8.00% 4.75%

4Q 2022 3.25% 8.00% 4.89%

Source: PwC Real Estate Investor Survey published by
PricewaterhouseCoopers, LLP

In the 4th quarter 2022 issue (which does not reflect the most recent increase in interest rates),
overall capitalization rates for institutional-grade apartment complexes were reported to range from
3.25% to 8.00%, with an average of 4.89%, up 11 bps from the previous quarter.  The subject
property, however, is not considered investment grade given its age, condition, lack of amenities, etc. 
Non-institutional-grade OARs in the 4Q22 survey range from 4.00% to 5.00% in the Southwest
US, averaging 5.50%. Again, this latest survey likely does not reflect the Fed’s latest interest rate
increase.
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Income Capitalization Approach - continued

Given the foregoing and the operating characteristics of the subject, we conclude with a 6.50%
capitalization rate via the investor survey technique assuming a stabilized cash flow, as if
renovated.

Conclusion of Capitalization Rate

To summarize, the two methods suggest the following indications of capitalization rate for the
subject. 

Summary of Capitalization Rate Estimates
Budget Suites

Method Reconciled

Market Extraction 6.25%

Investor Survey 6.50%

While both methods are considered, we place more weight on investor survey for the subject
property - although they are similar.  

Considering current market conditions, subject’s location in the Dallas/Fort Worth metropolitan area
and our forecast NOI in comparison to historical results, we conclude with an overall rate of 6.50%
for the subject property.  

As noted, the property exhibits significant deferred maintenance, with the highest bidder to date
indicating some $3,040,000 of proposed renovations, $1,660,000 of which is for the exterior, and
$1,380,000 of which is for the interiors.  Consequently, in order to achieve the projected rents, the
cost of these works must be deducted from our indicated value, as if stabilized, to arrive at our "as
is" value.  

Also deducted is the lost rent while the property is renovated and units are unleasable.  This is
estimated by assuming that each month, 6 units are "down" while renovations are completed,
reducing the potential current income by around 8.6%.  Costs are also adjusted slightly, and the
resulting loss of just over $125,000 is discounted at 9.0% for a present value of $115,000 (rounded).
Thus, our final value, as of January 19, 2023, is projected as follows: 

    Direct Capitalization “As Is” As Of January 19, 2023       

Stabilized Net Operating Income $488,427

Capitalization Rate 6.50%

Indicated Value, As If Renovated and Stabilized $7,514,258

Less: Proposed Cost of Renovations ($3,040,000)

Less: Lost Rent During Renovations ($115,000)

Final Value, As Is, by Direct Capitalization $4,359,258

Rounded to: $4,400,000

Value Per Unit 70 $62,857
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RECONCILIATION AND FINAL VALUE

In estimating the market value of the subject, the Sales Comparison and Income Capitalization
approaches were used.  The indicated market value from each approach is summarized in the
following table.

Summary of Market Value Indications

Approach/Technique Indicated Value

Sales Comparison Approach $4,200,000

Income Capitalization Approach $4,400,000

Reconciled $4,400,000

The following is a brief discussion of the methodologies used to arrive at each value indication.

Sales Comparison Approach

As mentioned within the body of the Sales Comparison Approach, the subject property is somewhat
unique and sales were not found that are directly comparable to the property. Although no weight
is given to the Sales Comparison Approach, we did analyze apartment and hotel sales as a means
to test the reasonableness of the Income Capitalization Approach.  The sales were analyzed using
a price/unit, analysis.  Overall, the sales comparison approach is used as a test of
reasonableness of the Income Capitalization Approach.

Income Capitalization Approach

The income capitalization approach to value is predicated on the assumption that a strong
relationship exists between the net income a property produces and its market value.  For this
reason, the income capitalization approach focuses on the most important feature to an investor in
an income-producing property, the potential net operating income.  Inasmuch as the amount and
quality of data used in this approach are considered good, we have a high level of confidence in the
value indication in this approach.  Therefore, most weight will be placed on the income
capitalization method in the final reconciliation of value.

It must be noted that our opinion of value is subject to other standard and typical assumptions and
limiting conditions which are referenced in the accompanying appraisal report.  Those assumptions
that are extraordinary in nature are summarized as follows:

1. During our inspection of the property, a random sampling of the subject's units were
inspected.  For the purposes of this appraisal, we have assumed that the condition and
decor of the remaining units (those not inspected) is similar to those inspected and
described within this report.  If it is determined that the condition and/or decor of the
remaining units is significantly different than described herein, a re-valuation of the
subject could be required.

After careful consideration of all pertinent, available information, the market value of the fee simple
interest in the subject property as of January 19, 2023, subject to the assumptions and limiting
conditions set forth in this analysis, is reconciled below:

$4,400,000

FOUR MILLION FOUR HUNDRED THOUSAND DOLLARS
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ALLOCATION  OF  NON-REALTY COMPONENTS

USPAP Standards Rule 1-4(g) specifies that when an appraisal includes personal property, trade
fixtures, or intangible items, the appraiser must analyze the effect on value of such non-real property
items.  

In December 2010, the Department of the Treasure issued new Interagency Appraisal and Evaluation
Guidelines for the Agencies of the Office of the Comptroller of the Currency, Board of Governors of
the Federal Reserve System, Federal Deposit Insurance Corporation, Office of Thrift Supervision and
National Credit Union Administration.  These guidelines set forth a number of minimum appraisal
standards.  Included in these base requirements is the following requirement: 

Be based upon the definition of market value set forth in the appraisal regulation. Each
appraisal must contain an estimate of market value, as defined by the Agencies’ appraisal
regulations. The definition of market value assumes that the price is not affected by undue
stimulus, which would allow the value of the real property to be increased by favorable
financing or seller concessions. Value opinions such as going concern value, value in use,
or a special value to a specific property user may not be used as market value for federally
related transactions. An appraisal may contain separate opinions of such values so long as
they are clearly identified and disclosed. 

There is spirited debate within the appraisal community regarding the degree to which non-realty
components comprise the market value of certain properties, and how such components can best be
measured.  Some question whether there is any business element to real estate, some say it applies
to all types of real estate, and is significant.  In the case of hotels and restaurants, most valuation
professionals acknowledge the existence of non-realty items, but the interpretation and measurement
of such is open for discussion.  

However, when discussing the concept of business and going-concern value with investors, they often
state there is one market value as any allocation to a business is theoretical and academic. 
Moreover, investors quite often state any business value is removed by deductions for franchise fees
and management fees.  Likewise, when adjustments are made in the Income Approach to reflect
market, any business value associated with superior performance of management is eliminated. 
While a property may have superior or inferior revenue or profit, this can often be traced back to
superior real estate attributes such as location, visibility, exposures, condition and deferred
maintenance.

To assist appraisers with this issue, the Appraisal Institute commenced with a new course in 2012
titled Fundamentals of Separating Real Property, Personal Property and Intangible Business Assets. 
This course allocates the components of a Going concern or Business to Tangible Property (real
property and personal property), Intangible Personal Property and Monetary Assets.  These three
components include the following:

• Tangible Property includes real property and personal property;
• Intangible Personal Property includes an assembled workforce, contracts, name, patents and

copyrights and capitalized economic profit; 
• Monetary Assets include cash and equivalent, accounts receivable and supplies and inventory.

Since our appraisal is based on market conditions and we have deducted applicable management
fees, there is a strong argument that any intangible personal property has been removed.  Given the
entry level work force of hotels as well as abundance of competent managerial staff, there is little
value to an assembled work force.  In fact, standard operating procedures and training manuals are
a component of managing entity and reflected in the management fee deduction.  Monetary Assets
are commonly adjustments on the settlement sheet at closing.

In the final analysis, we have concluded that the highest and best use of the subject is for continued
operation as a hybrid apartment and extended stay lodging facility.  In either side of this market,
whether it be apartments or extended stay hotels, buyers and sellers do not normally distinguish
between tangible and intangible components.  

DAL2212073 National Valuation Consultants, Inc. Page 101

APP000151

Case 3:22-cv-02118-X   Document 168   Filed 03/02/23    Page 154 of 204   PageID 4576



Allocation of Non-Realty Components - continued

This is evidenced in the fact that buyers and sellers rarely make adjustments or allocations on a
settlement sheet for intangibles.  Moreover, when reviewing financial reports of publically traded
companies, individual property acquisitions reflect the real estate and personal property, with no
allocation for goodwill or other intangibles.  We believe this also holds true at the subject.   Thus,
while the market value estimated herein is reflective of the subject operating as a going-
concern, there is no measurable contribution from intangible items.  The only allocation is
between real estate and FF&E. 

Furnishings, Fixtures and Equipment 

Furnishings, Fixtures and Equipment (FF&E) are essential to the operation of a hotel facility.  Their
quality often influences a property’s class.  These items are exposed to heavy use and must be
replaced regularly for the property to maintain its market position.  This includes carpet and
furnishings, guest room carpet and furnishings, wall coverings, restaurant decor, and other
equipment.  In the past decade, guests have demanded newer properties, and more frequently-
updated furnishings and decor.

Typical Useful Lives of Various FF&E Items 

Item Useful Life in Years

Furnishings - Lobby 5 - 12 

Kitchen Equipment - Lobby Area 5 - 12

Pool Furniture 5 - 8

Kitchen Equipment 8 - 25

Source: Hotels and Motels: Valuations and Market Studies, Steven Rushmore,
MAI and Eric Baum, Appraisal Institute, Chicago 2001, page 360

High quality properties may require more frequent updating than suggested above.  Guest rooms
probably need to be completely revamped every 10-20 years for an older property such as the
subject.  The condition of guest rooms can change relatively quickly, with on-going wear and tear,
plus changing trends in tastes and styles contributing to relatively short useful lives.

We have estimated the cost new of the subject FF&E to be $3,500 per unit x 70 units, or $245,000
(rounded.) Other FF&E items associated with the common area (office equipment, maintenance
equipment, pool furniture, etc. are estimated to add another $20,000, for a total of $265,000. 
However, the FF&E varies in age and must be depreciated.  Since the items are used, any buyer
would deeply discount these items, often at a rate beyond standard accounting depreciation estimates
and useful life.  Accordingly, we have applied a discount factor of 75%, which results in an estimated
depreciated value of $65,000 (rounded).

Please note that this figure is intended as a general estimate only for allocation purposes.  It is not
intended to represent an appraisal of the personal property, which the appraisers are not qualified to
provide.
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REASONABLE EXPOSURE TIME & MARKETING PERIOD

Advisory Opinion G-7 of the USPAP defines reasonable exposure time as follows:

"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 market value on the
effective date of the appraisal; a retrospective estimate based upon an analysis of past
events assuming a competitive and open market."

In contrast, the same Advisory Opinion defines marketing time as follows:

"An estimate of the amount of time it might take to sell a property interest in real estate at
the estimated market value level during the period immediately after the effective date of
an appraisal."

The key difference between the two is that exposure time is inherent in the market value and is
always presumed to precede the effective date of value, whereas the marketing period is the
estimated length of time immediately after the effective date of value that will be necessary to sell the
property.

Market Context

PWC provides apartment investment data twice a year, with the last update as of the fourth quarter
of 2022.  The average marketing time for apartments (most applicable to subject) ranged from 1.0
to 12.0 months, with an average of 4.6 months.

Average Marketing Times - Apartments
Fourth Quarter 2022

Market

Current Quarter Last Quarter Year Ago

Average Average Change Average Change

National Apartment 4.6 4.3 7.0% 4.2 9.5%

Source: PwC Real Estate Investor Survey published by PricewaterhouseCoopers, LLP

Conclusion

Considering both the macro context of the institutional real estate market in general, as well as the
micro aspects of the subject in particular, it is our opinion that the reasonable exposure period
inherent in the market value estimate is 3 to 6 months.

The investment market for apartment projects remains active. The near-term outlook is similar and
there should not be a perceptible difference between exposure time and marketing time. Thus,
exposure time is estimated to be the same as marketing time. This is the length of time that we
estimate it will take to sell the subject property at the appraised value.

Exposure and Marketing Period Conclusions

Exposure Period Implicit in Market Value Estimate 3 to 6 months

Forecasted Marketing Period 3 to 6 months
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CERTIFICATION

We certify that, to the best of our knowledge and belief. . .

1. The statements of fact contained in this report are true and correct.

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

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

4. We have no bias with respect to the property that is the subject of this report or to the parties
involved with this assignment.

5. Our engagement in this assignment was not contingent upon developing or reporting
predetermined results.

6. Our compensation for completing this assignment is not contingent upon the development or
reporting of a predetermined value or direction in value that favors the cause of the client, the
amount of value opinion, the attainment of a stipulated result, or the occurrence of a subsequent
event directly related to the intended use of this appraisal.  Further, the appraisal assignment
was not based on a requested minimum valuation, a specific valuation, or the approval of a loan.

7. Our analyses, opinions and conclusions were developed, and this report has been prepared, in
conformity with the Uniform Standards of Professional Appraisal Practice,  the requirements of
the Code of Professional Ethics and the Standards of Professional Appraisal Practice of the
Appraisal Institute.

8. Simon D. Neame, MRICS made a personal inspection of the property that is the subject of this
report.  Charles G. Dannis, MAI, SRA did not inspect the subject. 

9. Additional employees of National Valuation Consultants, Inc., provided assistance with research,
data gathering and confirmation of public records.  Scott Martin and Dennis Young provided
research and data-gathering assistance to the persons signing this certification.

10. The use of this report is subject to the requirements of the Appraisal Institute relating to review
by its duly authorized representatives.

11. As of the date of this report, Charles G. Dannis, MAI, SRA has completed the requirements
under the continuing education program for Designated Members of the Appraisal Institute. 
Simon D. Neame, MRICS, is current with the continuing professional development program of
the Royal Institution of Chartered Surveyors, and has completed the Standards and Ethics
Education Requirements for Practicing Affiliates of the Appraisal Institute. 

12. The appraiser(s) and/or NVC, Inc. have not provided professional services on the subject
property in the three years immediately preceding acceptance of this assignment. 
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Certification- continued

Charles G. Dannis, MAI, SRA (Appraisal Institute)

Senior Managing Director
Texas Certified General Appraiser
License No.: TX 1321531 G

Phone: 214-932-1818 
E-mail: cdannis@nvcinc.com

Simon D. Neame, MRICS
Senior Vice President
Texas Certified General Appraiser
License No.: TX 1330329 G 

Phone:  214-932-1821 
E-mail:  sneame@nvcinc.com
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Charles (Chuck) G. Dannis, MAI, SRA 
Senior Managing Director 

Chuck has been a real estate appraiser and consultant since 1972.  In 1976, he co-founded the 

Dallas-based appraisal firm Crosson Dannis, Inc., which provided real estate appraisal and 

consultation services throughout the U.S. for more than 35 years.  In 2015, Crosson Dannis 

merged with National Valuation Consultants to create one of the largest privately held 

commercial real estate valuation and advisory firms in the United States.   

Chuck currently serves as the Senior Managing Director of NVC’s Dallas office, overseeing all 

aspects of its day-to-day operations including bidding, structuring and engaging appraisal 

assignments and managing the office’s valuation team.  

PROFE SSION AL EXPERIE NCE

NATIONAL VALUATION CONSULTANTS, INC. JANUARY 2015 - PRESENT

One of the largest, privately held commercial real estate valuation and advisory companies in 

the United States with a focus on institutional real estate clients

CROSSON DANNIS, INC. 1977 – DECEMBER 2014

Served as co-founder and President of this full-service real estate appraisal and consulting firm 

operating throughout the United States. 

FIRST TEXAS FINANCIAL CORPORATION AND MUTUAL SAVINGS 1974 - 1976 

Initially employed as Regional Supervisor, subsequently promoted to Assistant Vice President.  

Responsible for management and marketing of all company-owned real estate developments 

with concurrent responsibilities of all appraisal work on income-producing property loans.  

Residential developments included several single-family subdivisions and a large, planned unit 

development. 

OAK CLIFF SAVINGS AND FIRST TEXAS FINANCIAL CORPORATION 1972 - 1974 

Employed as a Staff Appraiser for a statewide savings and loan holding company, involving real 

estate appraisal and consulting work on all types of properties. 

EDUCAT ION

SOUTHERN METHODIST UNIVERSITY B.B.A. – MANAGEMENT

GRADUATE STUDIES IN FINANCE AND REAL ESTATE

CERTIFIC ATION S A ND L IC ENSE S

Certified General Appraiser in the State of Texas 

PROFE SSION AL AFFIL IAT ION S

" Member of the Appraisal Institute (MAI and SRA) 

" Chairman – Ethics Committee, Appraisal Institute1

" Chairman – Candidate Guidance, Appraisal Institute1

" Chairman – Public Relations, Appraisal Institute1

" Chairman – Symposium Committee, Appraisal Institute2

" Vice Chairman – Research Committee, Appraisal Institute2

" Member – Appraisal Standards Council, Appraisal Institute2

1Local Chapter 
2National Appointment 

PHONE:

Direct:   214.932.1818 

Mobile: 214.707.1851 

EMAIL:

cdannis@nvcinc.com

WEBSITE:

www.nvcinc.com

NVC - DALLAS  

6060 North Central Expressway

Suite 860 

Dallas, TX 75206
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Charles (Chuck) G. Dannis, MAI, SRA 
Senior Managing Director Page 2

PROFE SSION AL AFFIL IAT ION S (CONT. )  

" Chairman – Valuation Committee, National Council of Real Estate Investment Fiduciaries 

" Chairman, Education Committee, National Council of Real Estate Investment Fiduciaries 

" Board of Directors, National Council of Real Estate Investment Fiduciaries (1997-2001;2015-); Chairman of the Board (2020 -

2022) 

" Lecturer – Nuts & Bolts of Institutional Real Estate, National Council of Real Estate Investment Fiduciaries, 2001- 

" Adjunct Professor of Practice in Real Estate, Edwin L. Cox School of Business, SMU, 1988- 

" Chairman - City of Dallas, Economic Review Panel for the Landmark Commission, 2002, 2008 

" Mayor’s Real Estate Task Force for the City of Dallas, 2003-2006 

PUBLICA TI ON S, SPEECHE S A ND LEC TURES

" Articles contributed to the following publications: 

Appraisal Journal Real Estate Finance

Real Estate Review D Magazine (blog)

Institutional Real Estate Letter Dallas Business Journal

" Participation in various Educational Symposiums/Conferences including MBA (Texas, Louisiana and National Conferences), 

IPT, NCREIF, SMU, Appraisal Institute 

BOARDS , C IVIC  AN D PR OFESSIONA L SERVICE

" Guest Lecturer at graduate business schools of: UT Austin, UT Arlington, Texas A&M, Harvard, DePaul, and UT Dallas 

" Board of Trustees – The Dallas Marathon, benefiting The Texas Scottish Rite Hospital for Children (President/Chairman, 2005-

2008; Chairman Emeritus, 2009-)  

" Board of Directors – Folsom Institute for Real Estate, SMU/Cox, Vice Chair Education (2014 - ) 

" Host of “The Real Estate Hour”, 1992 – 2008; 2020 - (CBS Radio Network, Dallas affiliate)  

" Founder, SMU Real Estate Society at the SMU Cox School of Business 

" Board of Governors, Chartered Realty Investor Society 

" Board of Directors – Friends of The Katy Trail (2011- 2016) 

" Board of Trustees – The Shelton School (2013 -), an Internationally known school for children that learn differently 

" Independent Director, TIER REIT (2003 - 2017); Chairman of the Board (2013- 2015)  

" Qualified as an expert witness in several states and courts throughout the U.S. 

AWARDS AN D HONOR S

" The Dallas Marathon’s Victory Award for Excellence and Community Service (2011) 

" First recipient of the Eugene T. Byrne Endowed Faculty Innovation Award, SMU Cox School of Business, 2006 

" HOPE Professor, SMU Cox School of Business, 2008 - 2009 

" Mortgage Bankers Association, Faculty Fellow Award, 1996-1997 

" First Recipient of the Folsom Institute for Real Estate/SMU Real Estate Society’s Distinguished Real Estate Alumni  

Award – 2015 

" Appraisal Institute Education Trust’s Dr. William N. Kinnard, Jr. Award in recognition of his professionalism and commitment 

to real estate appraisal education- 2016 

" Commandant of the U.S. Marine Corps Quality Citizen Award, 2008 

" North Texas Commercial Association of Realtors “Michael F. McAuley Lifetime Achievement Award” for community service, 

2019 
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National Valuation Consultants, Inc.  

Simon D. Neame, MRICS 
Senior Vice President 

Valuation and consul tat ion of  al l  types of  commercial  propert ies including retai l ,  off ice,  
industr ia l ,  apartment, other commercial ,  special-use,  and land/planned developments.   

EXPERIENCE

NATIONAL VALUATION CONSULTANTS, INC. 2015 - PRESENT

One of the largest, privately-held commercial real estate valuation and advisory companies in the United States, 

with focus on institutional real estate clients. 

CROSSON DANNIS, INC. 1997 - 2014 

Valuation and consultation of all types of commercial properties including retail, office, industrial, apartment, 

other commercial, special-use, and land/planned developments.  Worked on portfolio and individual valuations, 

advising institutional, lending and private clients, as well as providing litigation support, on properties throughout 

the United States.

CHURSTON HEARD & CO. 1988 - 1997 

Employed as Associate Director/Head of Valuation, located in London, England.  Appraisal of all types of 

commercial, leasehold and freehold, vacant and income-producing property throughout the United Kingdom.  

Portfolio appraisal and analysis, management reporting and preparation of submissions for lease, rent review 

and licensing disputes.  Promoted to Head of Valuation in October 1992.  In change of all valuation issues 

including appraisal policy and education.  Advised and reported to major lending institutions, banks, property 

companies, investors and retailers in respect of funding and leasing of new projects, lending on all forms of 

commercial property and portfolio management.  Prepared and presented evidence in property litigation. 

CHURSTON HEARD & CO. 1975 - 1988 

Retail and commercial brokerage for leading London-based national real estate consulting firm.  Responsible 

for acquisition, marketing, disposal and appraisal of London retail real estate for institutional investors and major 

retail companies.  Also handled lease renewal and rent review negotiations.  Appointed head of section in 1983. 

FORMAL EDUCATION

DULWICH COLLEGE, LONDON, ENGLAND COLLEGE OF ESTATE  MANAGEMENT, READING, ENGLAND

REAL ESTATE APPRAISAL EDUCATION

Royal Institution of Chartered Surveyors: Parts 1, 2 and 3 - Valuation, Building Construction, Law of Property, 

Estate Agency – Marketing & Management and Urban Land Development.   

R.I.C.S. Test of Professional Competence.  

Current compliance with R.I.C.S. Continuing Professional Development and State Appraiser Continuing 

Education requirements.   

Appraisal Institute Business Practices and Ethics Course 12/30/2009. 

PROFESSIONAL AFFILIATIONS

Professional Member of the Royal Institution of Chartered Surveyors 

Texas State Certified General Real Estate Appraiser  Associate Member of the Appraisal Institute 

Georgia State Certified General Real Estate Appraiser Michigan State Certified General Appraiser 
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Subject Photographs 
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Main Entrance Leasing/Community Building 

Typical Building Close-Up of Elevation 

Courtyard Area Between Buildings Pool Area 
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Subject Photographs 
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Community Area Fitness Center (Under Renovation) 

Typical Living Area with Fireplace Typical Bedroom with Closet 

Typical Kitchen Area Typical Bathroom 
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Subject Photographs 
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Typical Bathtub Typical Entry Area (Two Bedroom Unit) 

Building Rear Showing Needed Repairs Rear Area Showing Parking 

Goldmark Drive – View North Goldmark Drive – View South 
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IMPROVED SALE ABSTRACTS
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FLOOD PLAIN MAP
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RENT ROLL
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AmeriGold Suites
Return on Cost Analysis
Valuation As Fully Improved

Property Summary Debt Summary

Property Name AmeriGold Suites L.T.C. 65.00%

Address 13636 Goldmark Dr, Dallas, TX Loan Amount $3,430,000

Year Built/Renovated 1981 Rate 6.75%

Number of Rooms 70 Interest $150,491

Average Square Footage 732 Stabilized DY 11.56%

Total Rentable SF 51,240

Total Land SF 155,074

Proposed Resi Units 70

Surface Parking 86 Parking Spaces

Income & Expense Summary

Revenue # of Units SF/Unit Per SF Annual Total Per Unit

Studio 1 300 $2.30 $8,280 $690

1 Bedroom Suite 59 660 $1.60 $747,648 $1,056

2 Bedroom Suite 10 1,200 $1.25 $180,000 $1,500

70 732                                        $935,928 $1,114

Economic Loss 10% ($93,593) ($0.60) ($1,337)

Other Income 12% $112,311 $0.72 $1,604

Effective Gross Revenue $954,647 $6.16 $13,638

Expenses Total Per RSF Per Unit

Operating Exp + RE Taxes 55.00% of E.G.R. $525,056 $3.39 $7,501

Total Operating Expenses $525,056 $3.39 $7,501

Capital Replacement/Capital Reserves $33,000 $0.21 $250

Stabilized Net Operating Income $396,591 $2.56 $5,666

Project Cost Summary

Item Total Per RSF Per Unit

Base Building Work (estimated) $0 $0.00 $0.00

Hard Conversion Costs $25 PSF $1,281,000 $25.00 $18,300

Interest Reserve $150,491 $2.94 $2,150

Financing Costs 1.00% of Loan $34,300 $0.67 $490

Closing Costs 1.50% of Loan $51,450 $1.00 $735

Total Project Cost $1,773,241 $34.61 $25,332

GROSS PURCHASE PRICE $3,500,000 $68.31 $50,000

TOTAL COST $5,300,000 $103.43 $75,714

Unlevered Return on Cost 7.52% 7.52%

EXIT ANALYSIS

Stabilized NOI $396,591

Exit Valuation 6.00% $6,600,000

Net Sale Value 2.00% $6,468,000

Per Unit $94,286

Whole Dollar Profit $1,168,000

Levered EM 1.62x

APP000191

Case 3:22-cv-02118-X   Document 168   Filed 03/02/23    Page 194 of 204   PageID 4616



EXHIBIT B-3 

APP000192

Case 3:22-cv-02118-X   Document 168   Filed 03/02/23    Page 195 of 204   PageID 4617



 

1 
 

 
Date:     November 30, 2022  
 
To:  Cort Thomas 
 
From:  WDIS Dallas Team 
 
RE:  Broker Opinion of Value (BOV) – AmeriGold Suites 
 
WDIS is greatly appreciative of the opportunity to present the following short‐form BOV for AmeriGold Suites. The WDIS Team collectively has a 
tremendous amount of experience in the disposition of value‐add assets, including the sale of thousands of units over nearly four decades and 
several RE cycles.  
 
We believe that the appetite for value‐add properties such as AmeriGold Suites is still considerably strong. We anticipate demand to further 
increase moving into 2023 with fresh allocations, new entrants to the market, etc. The scale/size and profile of AmeriGold Suites in particular 
($5M‐$10M deals) is conducive to a much larger buyer pool (more buyers with the ability to execute) that will consist predominantly of private 
buyers, many of whom are the sole decision makers when considering potential acquisitions. The capital markets will have an impact on the 
breadth of the buyer pool and the ultimate sale price. 
 
We prepared the BOV in accordance with customary valuation methodologies and market metrics employed by a wide array of buyers, along 
with our recent value‐add sales experience in the DFW market.  
 
We elected to develop a valuation for AmeriGold Suites by employing the following methodologies: 

 Value‐Add (Multifamily Conversion) – WDIS utilized our internal model to project AmeriGold Suites Value‐Add conversion from 
hospitality to Multifamily. Our valuation is based upon our estimate of a buyers first stabilized year. Based upon our knowledge and 
conversations with value‐add owners, we estimate that new ownership will spend about $30K/unit renovating the property. 

o Please note, based on our understanding, the current zoning of Mixed Use 3 allows for multifamily. If awarded the listing, our 
team will investigate further to confirm that there would be no issues faced in a conversion to multifamily. 
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 Return Methodology – Direct Capitalization Analysis – With the current environment of increasing interest rates, many buyers are 
focused on their first‐year cap rate. Based upon this, our team determined it best to value this property using a direct capitalization 
analysis. Our cap rate assumptions are based upon recent sales and current investor appetite for properties such as Amerigold Suites. 
 

 Levered & Unlevered IRR – After valuing the property using a direct capitalization analysis, our team used the levered and unlevered 
IRR’s as a reference point to validate our value. Value‐add buyers today are commonly looking for levered returns in the high teens and 
unlevered returns in the low teens. 

 
 Capital Markets Supporting Buyer Returns – To further support the capitalization rates and return metrics we have utilized to derive our 

suggested pricing, WDIS has obtained feedback from several lenders and how much loan proceeds they would provide. With the 
feedback outlined below (please note that we are in a highly fluid capital market environment, and these fluctuate on a weekly if not 
daily basis) – understanding what returns buyers need to achieve based on the debt available furthers WDIS’ conviction in obtaining the 
suggested pricing herein:  
 

o Bank Debt Interest Rate (Range): 7%‐8% 
 Prime + 100‐150 bps 
 5‐Year Note w/2 Years of I/O 
 LTV: 65%‐70% 
 Full recourse 

o Non‐Recourse (if available) Debt Interest Rate: ±10% 

 Comparable Sales ‐ We prepared a schedule of comparable sales (age, location, size, renovation status, etc.) to AmeriGold Suites.  

o Please note, while these comps can be viewed as “guideposts,” the market has experienced a dramatic change and continues to 
experience fluidity; mainly driven by the Fed.  

 To further support our valuation in considering sales comparables, we have employed an additional methodology that 
backs out the renovation/conversion costs from the higher sales. 

 
WDIS Conclusion to Value – AmeriGold Suites 
 
To reflect the returns of a value‐add asset such as AmeriGold Suites, WDIS solved to a 6.40%‐7.15% Year 1 Cap Rate, along with a 5‐Year 
unlevered IRR of 10.00%‐12.00% over the hold period. This range, and growth metrics, is supported by buyer underwriting in Dallas‐Fort Worth, 
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as well as a recent value add portfolio B&F offer in Old East Dallas (Private Buyer assumed ~$34k per unit in renovations for a 61 Unit value add 
portfolio; solving to a ~12% UL IRR/High teens levered IRR over a 5‐year hold period). 
 

 The Market Price represents a value at which we believe there is strong pricing support 
 The Premium Price is the number our team would attempt to push buyers toward and we believe that we can achieve 

 

 

VALUATION SUMMARY Premium Price Market Price
Units: 70

Avg Unit Size: 732

Multifamily Stabilized Value $7,600,000 $7,000,000
Per Unit $108,600 $100,000
Per Square Foot $148 $137
Less: Renovations (30K/Unit) ‐$2,100,000 ‐$2,100,000
Multifamily Sales Price $5,500,000 $4,900,000
Per Unit $78,571 $70,000
Per Square Foot $107 $96

Cap Rate
Cap Rate (Year 1) 6.40% 7.15%

Multifamily Return Metrics
Loan To Value 65.00% 65.00%
Levered IRR 15.74% 17.82%
Unlevered IRR 10.61% 11.46%
Year 1 Cash‐On‐Cash (I/O) 5.29% 7.43%
Average Cash‐on‐Cash 7.94% 10.49%

Multifamily Terminal Value
Terminal Cap Rate 6.90% 7.65%
Terminal Value $10,000,000 $9,100,000
Per Unit $142,857 $130,000

Operations
Year 1 Market Rent $1,172
Year 1 Market Rent PSF $1.60
7 Yr CAGR (Revenue) 3.9%
Year 1 RE Taxes, per unit $1,523
Controllable Expenses Per Unit $4,440
7 Yr CAGR (NOI) 5.0%
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Summary of Exhibits: 
 
Exhibit A – Underwriting Assumptions 
Exhibit B – Year 1 Proforma 
Exhibit C – Premium Scenario Cash Flows 
Exhibit D – Comparable Sales Analysis 
Exhibit E – Rent Comparables 
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Exhibit A                                                                                                                                                                                                   Underwriting Assumptions 
 

       
 

 
 

Terminal Cap Rate
The WDIS Proforma contemplates a respective exit cap of 6.90% and 7.65% in the 
Premium and Market scenarios.

Year 1 Cap Rate
The WDIS Proforma contemplates respective Year 1 Cap Rates of 6.40% and 7.15% in 
the Premium and Market scenarios.

Market Rent
Year 1 Market rent is assumed at $1,172/unit. This assumption is based upon market 
comparables and current asking rates on the property.

Loss to Lease (LTL) Year 1 Loss to Lease is assumed at 2.0%
Vacancy The WDIS Proforma assumes a 5% vacancy for the duration of the hold period.

Concessions
The WDIS Proforma assumes 1 month free on new leases and no concessions on 
renewals.

Non‐Revenue Units The WDIS Proforma assumes no model or admin units.
Bad Debt The WDIS Proforma assumes bad debt of 0.5%.
Other Income Other income is broken out within Other Income Detail.
Utility Reimbursements Utility Reimbursements are assumed at 50% of Utility Expenses.

Controllable Expenses
Controllable Expenses are based upon expense comps from similar stabilized 
properties.

Management Fee The WDIS Proforma assumes a management fee of 3.50% of total income.

Property Insurance
The WDIS Proforma assumes Property Insurance of $500/unit predicated upon buyer 
underwriting and expense comps for similar properties.

Replacement Reserves The WDIS Proforma assumes replacement reserves of $250/unit.
Property Taxes Property Taxes are based upon 85% of our conclusion to value in both scenarios.

WDIS’ valuation analysis is comprised of two scenarios. The Premium Proforma and
Market Proforma assumptions are outlined below.
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Exhibit B                                                                                                                                                                                                                      Year 1 Proforma 
  

 

% of Per
INCOME: Amount Income Unit
Gross Scheduled Market Rent $984,720 102% $14,067

Plus: Renovated Unit Premiums $0 0% $0
Gain / Loss to Lease ($19,694) ‐2.0% (281)

Gross Potential Rent $965,026 100.0% 13,786

Less: Vacancy  ($48,251) ‐5.0% (689)
Less: Concessions  ($38,601) ‐4.0% (551)
Less: Non‐Revenue Units $0 0.0% 0
Less: Bad Debt ($4,825) ‐0.5% (69)

Net Rental Income $873,348 90.5% 12,476

Plus: Utility Reimbursements $52,500 5.4% 750
Plus: Parking/Storage Income $0 0.0% 0
Plus: Other Income $67,289 7.0% 961

Total Income $993,137 102.9% 14,188
Monthly Collections $82,761

EXPENSES:
Utilities $105,000 10.9% 1,500
Repairs and Maintenance $31,500 3.3% 450
Apartment Make Ready $17,500 1.8% 250
Contract Services $14,000 1.5% 200
Marketing $9,800 1.0% 140
Payroll Expenses $98,000 10.2% 1,400
General and Administrative $35,000 3.6% 500
Property Taxes $106,616 11.0% 1,523
Insurance  $35,000 3.6% 500
Management Fees $34,760 3.6% 497

Total Expenses $487,176 50.5% 6,960

Net Operating Income $505,961 52.4% 7,228
Replacement Reserves ($17,500) ‐1.8% (250)

Net Cash Flow $488,461 50.6% 6,978

Proforma
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Exhibit C                                                                                                                                                                                             Premium Scenario Cash Flows 
 

 

 
 

 

Year 1 Year 2 Year 3 Year 4 Year 5 Year 6 Year 7 Year 8
Gross Potential Rent, Net $965,026 $1,003,627 $1,043,772 $1,080,304 $1,118,114 $1,151,658 $1,186,207 $1,221,794
Plus: Renovation Unit Premiums $0 $0 $0 $0 $0 $0 $0 $0

Total Gross Potential Rental Income $965,026 $1,003,627 $1,043,772 $1,080,304 $1,118,114 $1,151,658 $1,186,207 $1,221,794
Less: Vacancy $48,251 $50,181 $52,189 $54,015 $55,906 $57,583 $59,310 $61,090
Less: Concession $38,601 $0 $0 $0 $0 $0 $0 $0
Less: Credit Loss $4,825 $5,018 $5,219 $5,402 $5,591 $5,758 $5,931 $6,109
Less: Non‐Revenue Units $0 $0 $0 $0 $0 $0 $0 $0

Net Rental Income $873,348 $948,427 $986,364 $1,020,887 $1,056,618 $1,088,317 $1,120,966 $1,154,595
Plus: Utility Reimbursements $52,500 $54,075 $55,697 $57,368 $59,089 $60,862 $62,688 $64,568
Plus: Parking and Storage Income $0 $0 $0 $0 $0 $0 $0 $0
Plus: Other Income $67,289 $69,307 $71,386 $73,528 $75,734 $78,006 $80,346 $82,756

Total Operating Income $993,137 $1,071,809 $1,113,448 $1,151,783 $1,191,441 $1,227,184 $1,264,000 $1,301,920
Revenue Growth Rate (Over Y1) 7.9% 12.1% 16.0% 20.0% 23.6% 27.3% 31.1%
Effective Rent $1,103 $1,195 $1,243 $1,286 $1,331 $1,371 $1,412 $1,455
8 YR CAGR 3.9%
Expenses:
Management Fee $34,760 $37,513 $38,971 $40,312 $41,700 $42,951 $44,240 $45,567
Property taxes $106,616 $109,548 $112,561 $115,656 $118,837 $122,105 $125,463 $128,913
Operating Expenses $345,800 $355,310 $365,081 $375,120 $385,436 $396,036 $406,926 $418,117

Total Expenses $487,176 $502,371 $516,612 $531,089 $545,973 $561,092 $576,629 $592,597

Net Operating Income $505,961 $569,438 $596,836 $620,694 $645,468 $666,093 $687,371 $709,323
Capital Reserves $17,500 $17,981 $18,476 $18,984 $19,506 $20,042 $20,593 $21,160

Net Operating Income After Capital $488,461 $551,457 $578,360 $601,711 $625,962 $646,050 $666,777 $688,163
NOI Growth Rate 12.9% 18.4% 23.2% 28.1% 32.3% 36.5% 40.9%
8 YR CAGR 5.0%
Total Debt Service Amount $347,265 $347,265 $396,062 $396,062 $396,062 $396,062 $396,062
Net Cash Flow $141,196 $204,192 $182,298 $205,648 $229,900 $249,988 $270,715
Cash on Cash 5.29% 7.64% 6.83% 7.70% 8.61% 9.36% 10.14%
Debt Service Coverage 1.41x 1.59x 1.46x 1.52x 1.58x 1.63x 1.68x
GROWTH ASSUMPTIONS Y1 Y2 Y3 Y4 Y5 Y6 Y7 Y8
Rental Inflation 4.00% 4.00% 3.50% 3.50% 3.00% 3.00% 3.00%
Vacancy Loss 5.00% 5.00% 5.00% 5.00% 5.00% 5.00% 5.00% 5.00%
Concession Loss 4.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00%
Other Income Inflation 3.00% 3.00% 3.00% 3.00% 3.00% 3.00% 3.00%
Management Fee 3.50% 3.50% 3.50% 3.50% 3.50% 3.50% 3.50% 3.50%
Expenses Inflation 2.75% 2.75% 2.75% 2.75% 2.75% 2.75% 2.75%
Real Estate Tax Inflation 2.75% 2.75% 2.75% 2.75% 2.75% 2.75% 2.75%
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Exhibit D                                                                                                                                                                                                   Comparable Sales Analysis 
 

 
 
 
 
 
 
 
 
 
 

 

Property Name: Amerigold Suites Esperanza Apartments Villa D'Este
Shadowood 
Apartments Oaks at Spring Valley

City: Dallas Dallas Richardson Garland Richardson

Address: 13636 Goldmark Dr 14000 Esperanza Rd 117 S Bowser Rd 120 S Jupiter Rd
740 West Spring Valley 

Rd

Year Built/ Renovated: 1981 1964 1963 1965 1965
Number of Units: 70 71 59 60 56
Square Feet/Unit: 732 844 565 799 961

Sale Date: TBD Apr‐21 Nov‐21 Nov‐21 May‐22

Buyer: TBD Private Buyer
North Texas Family 

Properties
Private Buyer Brazos Residential

Seller: JMJ Development Private Seller Private Seller Private Seller Pardue Companies
Market Price

Price: $4,900,000 $5,700,000 $5,100,000 $6,000,000 $6,700,000
Price/Unit: $70,000 $80,282 $86,441 $100,000 $119,643
Price/SF: $96 $95 $153 $125 $124
Cap Rate: ‐ 5.00% 5.20% 5.30% 4.50%
Effective Rent/SF: ‐ $1.20 $1.25 $1.30 $1.22
Effective Rent Multiplier: ‐ 6.6 10.2 8.0 8.5

Amerigold Suites
COMPARABLE SALES ANALYSIS
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Exhibit E                                                                                                                                                                                                                  Rent Comparables 
 

 

Property Name
Year
Built

# Units
Avg. Sq. 

Ft.
% Occ. 

Mar. per 
Unit

Mar. per 
SF

Concessions/Comments

Cottonwood Dallas 1985 270 833 96% $1,282 $1.54 Renovated

La Fortuna 1968 230 742 97% $1,182 $1.59 Renovated

Tides on Esperanza 1980 370 667 92% $1,137 $1.70 Renovated

Tides at North Dallas 1980 232 587 93% $1,121 $1.91 Renovated

Comp Averages 1978 276 707 95% $1,179 $1.67
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