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December 1, 1977

Mr. Richard S. Curto

Real Estate Investment Analyst
Northwestern Mutual Life Insurance Co,
720 East Wisconsin Avenue

Milwaukee, Wisconsin 53202

Dear Mr. Curto:

We are traﬁsmitting the appraisal report that you requested on the property
at 17-21 East Main Street, City of Madison, County of Dane, Wisconsin

In your letter authorizing this appraisal you indicated the value conclusion
would serve as a reference point for listing and negotiating the sale of the

_ subject property. You also requested a consideration of the effect of finan-

cing terms upon the most probably selling price, given the uncertainty of busi-
ness conditlons in the Madison central business district.

The enclosed report has concluded that the most probable selling price of your
property on December 1, 1977, is

TWO HUNDRED SEVENTY THOUSAND DOLLARS ($270,000)

for a cash sale contingent upon the buyer obtaining financing terms of 257%
down, 9 3/4% interest, and 25 years. The probable transaction zone is from
$240,000 to $290,000. If you accept a land contract for 10% to 20% down, 8%%
interest, and a 10 year term, the most probable selling price might move to

the upper range. If the buyer was forced to accept less desirable financing
terms for a cash sale, the price would be in the lower range of the transaction
zone.

The value conclusions are sensitive to the estimated costs of renovation and
remodeling: (1) conformance with the fire code, particularly in the construc-—
tion of fire exits, (2) repair of roof to bring it up to code requirement,

(3) installation of a full-service elevator to provide vertical barrier-free ac-
cess to the entire building, (4) addition of first—floor bathrooms that are
accessible to wheel chairs, (5) conversion of the second-floor and basement
space into offices, (6) subdivision of the first-floor retall space to accommo-
date smaller specialty shops that are replacing the larger retail stores. In
addition, investment is sensitive to how much appreciation will result from
the construction of the Capitol Concourse Mall, due to be completed in 1978.
This transformation of the entire Capitol Square district will drastically
alter traffic and parking patterns as well as the visual image of the Square
and will have an undetermined impact on the downtown retail consumer.

As you will recall, no funds were provided for architectural, legal, or en-
gineering fact finding, and so the feasibility of the most probable use assump-
tion, which is critical to a value estimate, must be regarded as only prelimi-
nary. Your attention is called to the assumptions, limiting conditions, and
controls on use that are included in Section V of this report.
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Mr. Richard S. Curto December 1, 1977

You will also note that the current Madison assessment of $300,000 is out of
line with market values on the Square, a fact common to downtown retail pro-
perty. Because knowledgeable real estate investors are appealing for reduc-
tions, there is little negotiation advantage to be gained by deferring your
appeal of an assessment, which is excessive by at least $30,000 and would con-
tribute $821 per year to your holding costs, based upon the 1976 wmill rate.

We hope you will find the details of this narrative appraisal relevant to your
decisions, and we would be happy to answer any questions you might have.

Sincerely,

Jean B. Davis
JBD:ea

enclosure
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SALIENT FACTS, ASSUMPTIONS, AND CONCLUSIONS

Property: A vacant two-story structure at 17-21 East Main Street,
Madison, Wisconsin

Type of Estate: TFee simple, encumbered by building code restrictions
Present Owner: Northwestern Mutual Life Insurance Company

City Description: Madison, Dane County, Wisconsin; State Capitol,
County Seat, Site of University of Wisconsin, and second largest
city in Wisconsin (population 172,000).

Neighborhood: The original plat of Capitol Square, the Central Business
District, and the State Capitol Building.

Lot Size: 66 feet x 132 feet with 8,712 square feet area.

Legal Description: NE % of Lot 2 and SW % of Lot 3, Block 89, original
plat of Madison, County of Dane, in the State of Wisconsin.

Improvements: Century old, two-story building, subdivided into two spaces
on the first-floor, one part 22' x 116' and the other 44' x 128",
both of masonry comnstruction. Approximately 8,1 84 gross square
feet of first-floor retail and a total of 22,000 gross square feet
of floor space.

Legal Constraints: Zoning C-4
Capitol Preservation View District
Capitol Fire Zone District
Capitol Concourse Assessment District--Phase II
Building code violations (requires occupancy permit).

Most Probable Use: Remodeling of second-floor and basement for office
use; remodeling of first-floor into three retail units.

Most Probable Buyer: A local investor-developer partnership for income
and appreciation over a five~ to ten-year term.

Probable Terms of Sale: Prior to and early in the construction period
of the Capitol Concourse older buildings in the Capitol Square
area sold on land contract with 10% to 207 down, 8% interest and
10 year terms. More recently, the trend is cash with financing
terms tailored to the buyer. The present owner is requesting a
cash sale.

vii




(.

SN S MM EN S =

B

/S EN .

. N am .

viii

Market Transaction Inference: Comparable sales, ranked by pricé -quality

e regression model, predict central tendency of $270,000 with stand-

ard error of $40,000 which places a 68% confidence interval for a
sales transaction at $230,000 -- $310,000.

Most Probable Sclling Price: Cash sale as of December 1, 1977 would net
central tendency of $270,000 with a negotiation range between
$240,000 and $290,000.

Current Assessed Value: Land $226,500
Building 73,500
Total $3OO 000

Total assessment should be appealed to bring it in line with
other successful appeals on the Square.




I. PROBLEM ASSIGNMENT

The content of an appraisal report is determined by the nature of
the decision for which it will serve as a point of reference and by the
limiting assumptions inherent in the property, data base, or other factors
in the decision context. This appraisal is made to assist the owner in
the sale of the subject property in terms of both listing price and the
transaction zone in which he can expect to negotiate the sales price.

A. The Appraisal Issue

The real estate market property on the Capitol Square has been
soft in recent years, but the market is becoming firmer as the State
Street/Capitol Concourse project is nearing completion. Poor sales for
retail goods and a lack of profit are the reasons given by the last ten-
ants for leaving the subject property. The King Shoe Store, which had oc-
cupied 21 East Main Street since January, 1972, went on a month-to-month
lease in January, 1977 and moved in May, 1977. Dartmouth Direct, a men's
clothing store at 17 East Main Street, had a ten-year lease until 1983
with a cancellation option available at the end of 1977, but the owners
of the business chose to pay $16,992 for a lease buy-out in July, 1977.
The owner of the subject property, a large insurance company, has a
strong bargaining posture; the cash holding costs are minimal for this
company (Exhibit 1), because it has a 1007 equity investment in the pro-
perty. The lease buy-out of $16,992, compounded at 5%% will pay holding
costs for at least 1 3/4 years. The preferred disposition would be a
sale because the subject property is too small for the company's manage-
ment portfolio and because of the uncertain future of the Square. The
owner has listed the property as a rental; the asking rental is $34,155
for the first floor of 17 East Main Street and $15,300 for the first floor
of 21 East Main Street or approximately $6/sq. ft. The tenant pays utili-
ties and maintenance plus any escalation of taxes. Thus, with a changing
real estate market, the owner can seek alternative solutions and maintain
a strong bargaining position.

EXHIBIT 1

ESTIMATED ONE-YEAR HOLDING COSTS FOR SUBJECT PROPERTY

e e ‘ﬁ N NS S5 N SO N I S N0 N an hEm S N aw e

*  Cost Amount
Insurance S 6002
Heating 1,200°
Real estate tax 8,206c
Right-of-way for alley access 250

$10, 2509
1
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Based upon annual income and expense statement provided by owner.

b . . .
Estimated from information obtained from Madison Gas and Electric
Co. in a telephone conversation with Mr. Mel Spiros October, 1977.

CBased on 1977 assessment ($300,000) at the 1976 mill rate of
27.3549.

dThe total will increase by $1973.20 when the mall assessment comes
due in October, 1978

B. Legal Interest to be Appraised

The subject property, 17-21 East Main Street, has the following
legal description:

NE 4% of Lot 2 and SW % of Lot 3, Block 89,
original plat of Madison, County of Dane, in the
State of Wisconsin.

There are no encumbrances of record on the property. The subject ,
property does enjoy a month-to-month right-of-way granted by National Mu-
tual Benefit Life across the grantor's parking lot that fronts on Doty
Street; the right-of-way is limited to the use of trucks over and along
the southerly property line for a width of twelve feet. A variety of
codes and public agencies have constrained the future use of this site
as discussed elsewhere in this report.

Fixtures of persomalty to be included with the sale are the store

cabinets, shelving, carpeting, and other built-in retail fixtures or items
of decor in the building.

C. Value Definition

For the purpose of this appraisal the most appropriate definition
of value is that of "most probable selling price,'" as defined by Professor
Richard U. Ratcliff:

The most probable price is that selling price which is most

likely to emerge from a transaction involving the subject property

if it were to be exposed for sale in the current market for a reason-
able time at terms of sale which are currently predominant for pro-
perties of the subject type.

1
Legal description found in Vol. 718, p. 140, document {#1015164
Dane County Registrar of Deeds, Madison, Wisconsin.

2As quoted by James A. Graaskamp in lecture, 'Suggested Outline
of a Contemporary Appraisal Report,' 1977, p. 4.
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D. Implicit Assumptions

The Ratcliff definition recognizes that prediction of a future
sales transaction price is a business forecast under uncertain conditions.
It is therefore appropriate to state the value conclusions as a central
tendency within a range of alternative price outcomes that reflect the
imperfections of the real estate market and the negotiation positions of
both the buyer and the seller. A transaction zone of sales prices is more
useful than the traditional point cstimate of fair market value, which
impiies certainty, because it provides the necessary dimensions for es-
tablishing a listing and bargaining strategy and for anticipating probable
buyer behavior. A detailed analysis of the property leads to a statement
about most probable use, and this, in turn, leads to inference regarding
the most probable buyer. The preferred method is to infer buyer behavior
from actual market transactions. In the absence of adequate market data,
the appraiser may simulate the most probable buyer calculus in determi-
ning his purchase transaction =zone.

E. Application to Subject

In many of the recent sales transactions in the area of the sub-
ject property the financing has been done with the use of the land con-
tract. The current owner, however, wants a cash sale.

A Madison building inspector has informally reviewed the building
and indicated there were some minor nonconformities that would need cor-
rection before an occupancy permit can be issued to a new owner-occupant.
Thus certain crucial dollar estimates and projections must be based on
the preliminary cost-to-cure assumptions of the appraiser and must be
recognized as limitations on the reliability of the most probable price
estimate.
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IT. PROPERTY ANALYSIS TO DETERMINE MOST PROBABLE USE

A detailed analysis of the attributes of the subject property
leads to the identification of the most probable use. An inventory of
these attributes include physical characteristics of the site and of the
improvements therein, the relationship (linkages) of the site to various
environmental elements that might attract or repel users, and the percep-
tions of the site that are commonly held by citizens.

A. Physical Attributes

’ The subject site, located at 17-21 East Main Street, is rectangu-
lar with 66' of frontage on LFast Main Street and a total depth of 132'

for a total gross area of 8,712 square feet (Exhibit 2). The site slopes
slightly in two directions: at the front there is a drop of approximately
6" (73.95' to 73.38') from the southwest to the northeast, and from the
front to the rear of the site there is a drop of approximately 6' (73.95'
to 67.85') with drainage occurring at the southeast by south back corner
of the site. The elevations are given in reference to the city datum
(0.00) which has been established at 845.6') above sea level. The site
elevations are recorded in the City Engineer's Office.

"Soil Survey Interpretations, #355" available from the Soil Con-
servation Service at the City-County Building, indicates that the soil
is well drained at grade. The soil consists of silty loam and silty
clay; they have a high available water capacity, are moderately permeable,
and have a low to high shrink-swell capacity. The depth to bedrock and
depth to the water table are both greater than 5'. Excavation done on
the same hilltop recently encountered no bedrock at a depth of 35'. There
is no danger of flooding. The soils have a low corrosiveness to both un-
coated steel and to concrete. The foundation walls of the existing buil-
ding show no evidence of difficulties due to soil problems. The soil
conditions do not indicate any structural limitations for the present
structure or new commercial buildings.

A 6" vitrified clay sewer main serves the frontage of the site
and an 8" sewer main is available along the rear alley. A 2' water later-
al serves 17 East Main Street and al%" water lateral serves 21 East Main
Street. Each building is also served by separate gas and electrical

-meters. Gutter, curb, and sidewalks abutting EFast Main Street are pro-

vided and maintained by the city. Presently the alley is unimproved and
impassable; approximately 130' into the alley from Monona Avenue there is
a 3%' drop-off resulting from the removal of a building a few years ago.
Owners of property abutting the alley will be invited to participate in

a hearing before the Department of Public Works on December 22, 1977 at
which time plans and cost estimates for leveling and paving the alley
will be presented. Upon a favorable recommendation from the Department
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EXHIBIT 2
LOCATION OF SUBJECT SITE AND OTHER COMMERCTAL
SPACE FOR SALEE ON CAPITOL SQUARLE
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of Public Works, the outcome then rests with the City Council. If the
alley improvement is approved, work will commence in April or May, 1978.

A rough cost estimate is $15 a linear foot for each involved property
owner.l Based upon this figure, there would be an assessment of $990,
payable over 8 years at 6% simple interest. Tentative plans indicate

that Monona Avenue will be the point of ingress and egress will be on South
Pinckney Street. Current access to the rear of the building is available
as a result of a right-of-way granted the subject property by National
Mutual Benefit Life through their parking lot.

B. legal Constralnts

1. Zoning

The site is zoned C-4 which provides broad authority for retail,
service, office, and residential uses (Appendix A). The basic goal of
C-4 zoning is to encourage professional and governmental offices, prime
and specialized retailing, cultural, recreational, and educational ac-
tivities of city-wide significance. The C-4 District, which is located in
relative proximity to the State Capitol Building, represents the Central
Business District (CBD) where no off-street parking is required. In
other commercial zones in Madison one parking space is required by every
300 square feet of commercial area; this is a generous option for the
maximum use of commercial space, but the lack of free and accessible park-
ing is considered a deterrent to potential consumers in the CBD.

Recent and pending zoning ordinance changes indicate that the City
Planning Commission wants to require restaurants moving into the C-4 Dis-
trict to first obtain conditional use permits, and to encourage residen-
tial uses in the CBD. To encourage residential uses above the ground
floor in the C-4 District, lot area requirements are abolished and use-
able open space requirements of not less than one hundred square feet of
each dwelling unit can be satisfied by interior activity spaces such as
swimming pools, fitness room, and roof decks that may be used by all resi-
dents of the building (Appendix A).

The broad general provisions of the existing zoning ordinances
for C-4 and the proposed changes are deceptive because any major altera-
tion of any building must conform to remodeling and new construction guide-
lines established by the City Planning Commission. The present city ad-
ministration is deeply committed, both financially and politically, to
the regeneration of the CBD. The State Street/Capitol Concourse Project
is a manifestation of this commitment. Through the approval power gran-—
ted the City Plan Department, the city can control the use of CBD property.
The city administration strongly favors retail, restaurant, and other ped-
estrian generators on the first floor of all buildings contiguous to State

From an interview and a follow-up telephone call with Burnell
Roble of the City Engineer's office October and November, 1977.
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Street and to the Capitol Square. They seek more housing for the CBD; both
upper income and subsidized. Opposition has been expressed to office use
on the ground floor, and to the demolition of present structures to pro-
vide more parking space or to avoid the high costs of bringing existing
structures to their full use.

Remodeling of existing structures is also limited to zoning ordi-
nances and regulations that control materials, height and frontage for
buildings in the Square area. Madison Building Code 29.37 (4) restricts
building materials to fire-resistant Types 1 and 2. The same Madison
Building Code prevents reconstruction when a casualty loss exceeds 50%
of assessed valuation, and it requires that nonconforming fire provisions
are corrccted before a new use and occupancy permit can be granted.
Madison Zoning Code 28.04 (14) states that no part of any building within
a mile of the State Capitol can exceed the elevation of the base of the
Capitol dome column (187.2). Since the elevation of the subject site at
its highest point is 73.95' the construction limit for improvements is
113.25"'. Madison Zoning Codes 28.04(6) (b) and 28.04 (9) (a) require that
each parcel created by subdivision has a minimum of 50" frontage on the
principal street and 6,000 square feet of gross area. The site at 21
East Main Street, which covers 2,904 square feet and has 22' of frontage,
cannot be sold separately.

2. Special Assessment District

The City of Madison crcated a special assessment district compri-
sed of property owners located in the State Street/Capitol Concourse Mall
area as a means of financing this redeveopment project. The second phase
of the project, which directly affects the subject property, is due to be
completed in the spring of 1978 (Exhibit 3). The goals of this project,
as outlined in the city's brochure,State Street/Capitol Concourse Mall,
Madison, Wisconsin, prepared by M. Paul Friedberg and Associates, are as

follows:

. Improve State Street and the Capitol Concourse as a place for
people.

. Promote environmental quality, character, safety, comfort, inter-
action, and flexibility of use.

. Reduce air and noise pollution.

. Insure commercial-retail viability by increasing the area's attrac-
tion as a shopping and entertainment center.

.  Strengthen the imagery of downtown Madison in accordance with
functional needs and citizen desire.

. Capitalize upon the unique physical and symbolic attributes of the
City, Capitol, and University.
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EYHIBIT 3

PECIAL ASSESSMENT DISTRICT FOR
PHASE II OF THE CAPITOL CONCOURSE
PROJECT
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£§ Special District 70% Assessment
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As outlined in the same brochure, these broad goals are to be achieved by
"altering the physical character and use patterns of street space from one
oriented toward vehicular traffic to that concerned with pedestrial activi-
ties."

The Capitol Concourse had its grand opening on November 16, 1977;
the finished project adheres closely to the original outline in Friedberg's
brochure:

The typical cross section sees the space between the lawn of the
Capitol and the fronting buildings divided into three zones; the
inner zone lying next to the Capitol grounds will have existing
sidewalks widened with new landscaping and street furniture serving
users whose activities relate to the Capitol and its history. The
middle zone is devoted to vehicular circulation--the inner part to
private vehicular traffic and parking; the outer part to a transit
and bike lane. The outer zone's existing sidewalk is widened with
landscaping and furniture, serving shoppers, workers and businessmen
relating to the retail and commercial buildings along the street
frontage.

The lack of accessible and free parking, which is seen by many
businessmen as a major factor in the decline of regional retailing on the
Square, was not addressed by the planners of the Capitol Concourse. The
brochure discussed plans to alleviate parking problems on State Street,
but little mention was made of the Square. The promotion of bus transpor-
tation and the discouragement of the use of the automobile are stated goals
of the city administration. The popularity of the suburban shopping cen-
ters, with free parking is evidence of citizen preference for automobile
travel to shop. Unless this problem is confronted realistically, critics
of the mall project believe its long term impact will be little more than
a face 1lift and the consumer will continue to be distracted from the CBD.

The committee of city administrators and businessmen charged with
the allocation of the assessment believes that the properties facing the
Square will have the greatest gain from the expenditures made on the mall
project. Yet the businesses with the highest assessments will lose some
of the advertising value of their store fronts because of restricted ve-
hicular traffic. The assessment is a maximum of $1.67 per square foot on
prime ground area. Prime is defined as that ground area included in the
lot to a depth of 137' measured from the front of the property facing the
Square. The assessments can be paid over 10 years with a 6% simple annual
interest charge and will be payable no earlier than October, 1978. The
assessment for the subject property as determined by the City Engineer is
$14,522.90. The annual amortized payment is $1,973.20.

3. Political Constraints

Though the present mayor and city council have been viewed as anti-
business, the city administration opposed a recent city referendum to es-
tablish a rent control ordinance in Madison. The proposed 1978 budget for
Madison includes plans to tighten the enforcement of the city building
codes and to improve the city's housing stock by having the city own and




(I (I WE EN e G aE e B ..

Il T O .S e .

10

operate several subsidized low-income housing projects. One of these would
be located on a 600-space surface parking lot 2's blocks from the Square.
Mayor Paul Soglin has proposed the building of a 1,000 space city parking
ramp on the same site as well as a senior citizen center and space for
commercial stores. The Mayor wants a supermarket to locate on this site,
but at this time no enticement is offered.

The city administration is also encouraging middle to high income
housing in the CBD; the city is changing C-4 zoning ordinances to permit
residential uses in this area and is considering the use of tax-increment
financing to build city improvements such as parking ramps and site im-
provements to aid developers of residential space near the Square. Cur-
rent city policy does not permit the long term rental of public parking
space by private parties.

Recently the plans for two fast-food chain restaurants in Madison
were stopped by community action with the support of the city administra-
tion. One fast-food restaurant was finally approved by the lower State
Street mall and another, not originally blocked, was granted permission
to remodel an existing building in the 600 block of State Street. Each
restaurant had to agree to stringent rules regarding design and signs;
these demands were made by the Planning Commission before each plan was
approved. A restaurant is now being built on the first floor and mezza-
nine of the old Leath Building; a year ago the city's interpretation of
the building codes prevented this use. The new owners of the Simpson
Building at 25 North Pinckney has been able to use the 2nd and 3rd floors
of the building and still maintain the atrium; at first it appeared that
the City's interpretation of the codes would not allow for this, but the
State overruled the City.

The political constraints that discouraged business a few years
ago seem to be moving slightly more in favor of business in the CBD. The
strong political necessity of showing immediate results from the mall pro-
ject and other improvements in attracting new business cculd provide an
investor in the subject site considerable negotiation leverage.

C. Linkages

Linkages are those attributes that relate the site to its immedi-
ate surroundings, its activity centers, and its periphery points. The
site is located in Madison's CBD, which is on an hour-glass shaped isth-
mus between two large lakes (Exhibit 4). The State Capitol, situated
on a 2.42 acre site, occupies the center of the Square. Both the narrow-
ness of the isthmus and the eight blocks of the Capitol Square impede the
flow of vehicular traffic to and around the Square. The Capitol Square
is accessible by four avenues and by three diagonals. The State Street
entry to the Square is for the exclusive use of public transit. Egress
is from the four avenues only. The avenues have four lanes on the north,
south, and west sides; East Washington Avenue on the east side of the
Square has six lanes and connects with the Interstate System approxi-
mately ten miles from the Square on Madison's eastern city limits.
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EXHIBIT 4
AIR PHOTO OF MADISON CENTRAL BUSINESS DISTRICT
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According to Michael Nagy, City Traffic Engineer, the vehicular
space between the Capitol and the buildings facing the Square is divided
into two main traffic lanes. The inner lane is 21' wide with approxi-
mately 5' allowed for State legislative parking. A 16' service lane res-
tricted to buses, bicycles, and right turns occupies the outer ring. At
North Hamilton, King, and State Streets there are 11' indentations for

loading and unloading.

By design, the primary travel around the Concourse is pedestrian
from metered parking ramps at the periphery of the Square or from bus
stops. There are three city parking ramps and the Dane County ramp.
Some space is reserved in the city ramps for police cars, and space has
been reserved for legislators during the Concourse construction in the
Doty Street ramp. The number of metered parking spaces available in the
ramps is shown in Exhibit 5.

'There are conflictive views regarding the availability of public
parking in Madison's CBD. Retailers and some consumers believe that the
lack of parking is the number one problem for the Square. They see the
free and accessible parking lots at the suburban centers as the greatest
competitive edge operating against them. City administrators, on the
other hand, use survey results to demonstrate the frequent availability
of parking spaces in the CBD public ramps. A survey done of the downtown
parking ramps in October, 1976 showed an average use of 75% to 79% be-
tween the hours of 7 A.M. and 5 P.M. Use peaked from 907 to 957 between
10 A.M. and 3 P.M. The McCormick ramp, which charged 10 cents an hour
in 1976, averaged use as low as 25% on the short-term meters during the
day. City administrators realize that the Lake Street vamp is heavily
used by University of Wisconsin students and that the Dayton Street ramp
receives heavy day-time use from Madison Area Technical College students.

In summary, parking is easier in the suburbs, but it is not im-
possible downtown. The Square covers a large arca, the adverse location
of some of the ramps is an added difficulty for shoppers, parking is not
free in the CBD, and at some ramps spaces are hard to find. Competitive
merchants neced to take advantage of ramp parking by issuing parking to-
kens to shoppers, by keeping evening hours when ramp space is readily
available, and by promoting the positive aspects of shopping in the CBD.

James McClary of the Transportation Department appears to be dedi-
cated to solving the transportation problems in the CBD; he works closely
with the Central Madison Committee and he is open to suggestions regard-
ing Madison's needs. He is hopeful that the shuttle service will be the
linkage between the parking ramps and the Square. Although this service
currently operates only until 6 P.M., recent successful experiences moving
convention participants around the city may encourage the extension of
the shuttle bus service. Regular buses will run more frequently around
the Square; by August, 1978 the goal is to have a bus run every 10 minutes
on the average. There are 7 bus stops around the Square, and 15 bus
routes converge on the Square periodically every day.

Linkages close to the subject site include the Doty ramp 1ls blocks
away; this ramp often has available parking spaces. The bus stop is a
quarter of a block from the site. There are no strong generators of em-
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Parking

The plan’s recormmendations for parking are to be
viewed as a strategy for attaining a comprehensive off-
strest parking program. Propcsed is one approach — a
program of enlargement of the existing puoiic parking
space pool. Surface lots would be expanded in the
following locations: Buckeye Lot — 38 cars; Madison
Motor's property — 119 cars: Lake Street ramp
extension — 117 cars. Total space to be provided will be
294 cars, which represents 211 additional parking
spaces for the downtown when the existing 83 State
Street curb spaces are removed. Acquisition and site
improvement costs for the Madison Moter prooerty and
that adjacent to the Buckeye Lot is $850.000. Money
presently is budgeted by the parking utility for purchase
of the Lake Street expansion site. Therefore, no charge
will accrue to the project icr this improvement.

Temporary parking would be proviged in the cul-de-sac
streets, with the exception of Frances Street, during the
initial phases of the project. A total of 150 such spaces
can be provided at virtually no cost. They will minimize
disruption, assist in the transition period when on-street
parking is removed, and later revert back to a pedestrian
and service function,

Parking

Curb Parking ‘o Remain £.0.W. Moaifications

An alternate approach would be the coordinated
development of the many small suriace lots in private
ownership. This would require commitments and
cooperation among businesses and owners to shars
parking use of the lots and action by the city to acguire
public easements for access and provide public
services. The organization of these parcels by the
Central Madison Committee or other business grcups
represents ore cogortunity to contribute to the groject
by defraying its total cost. Public and private sector
partnership is critical to the success of this approach.

Long-range recommendations for a parking ramp to be
constructed in conjunction witn the future University
Library Mall will accommodate 185 cars. or about £0
more than those to be removed from Murray Street and
the Student Union Lot. The deck prooosat in the 400
block area will hold 135 cars and serve the new shops,
housing, and performance plaza, as well as that section
of State Street where present parking is ieast adequate.
Estimated cost is 34,000 per space cr $540,000.
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ployment or pedestrian traffic on the block continuous to the subject pro-
perty. S. S. Kresge Co. and J. C. Penney Co., located at either end of
East Main Stteet, are the main determinants of the consumer pedestrian
traffic in front of the site. Rennebohm Drug Store, located between the
site, and J. C. Penney Co. is also a major influence upon the nature of
the traffic. Rundell's a successful men's clothing store, is located be-
tween Renncbohms and the site (Exhibit 6).

At this time city officials cannot predict the volume of vchicu-
lar and pedestrian traffic in the area of the Square and the subject
site. The most recent comprchensive pedestrian count was taken at a dif-
ferent location each day from 7 A.M. to 6 P.M. on Monday through Thursday
during Junc and July, 1972. The map in Appendix B indicates the raw
counts for cach intersection. The latest comprchensive vehicular count
was done quarterly in January, April, July, and October 1976 for either
24 or 48 hour counts. The counts were then averaged and the results are
shown on the behicular count map in Appendix B.

In spite of the low-key nature of the retailers on East Main
Street, this block had the highest pedestrian traffic count in 1972 (Ap-
pendix B). The count on West Main was only one-half that of East Main;
on the north side of the Square the pedestrian.count was close to that
of East Main Street, but the count was consistently high for both East
and West Mifflin Street. Little significance can be attached to these
counts except to indicate, contrary to opinion, that East Main Street has
been a busy pedestrian corridor; it compares favorably to the more popu-
lar north side of the Square. Vehicular traffic, measured in 1976, was
largest on Mifflin Street, on the north side of the Square, but Main
Street had the second largest count. If this volume of traffic continues
to be generated, retailers on East Main Street should carefully analyze
the needs of these potential customers. For example, in interviews given
in January, 1977, employees in downtown Madison stated that they would
like to shop on the Square if the stores would stay open in the late af-
ternoon and in the evenings. Target marketing will be necessary for suc-
cessful retailing on the Square. A summary ol ' .2 downtown work force,
is given in Ixhibit 7.

An existing right-of-way granted by Ni 1al Mutual Benefit Life
for $20.83/month can be withdrawn upon short nciice. The loss of this
license before the city constructs the alley at the rear of the site is
a potential source of [riction in terms of time, money, and the movement
of goods. Plans for the Concourse traffic strongly discourage the load-
ing and unloading of goods on the Capitol Concourse.

« Several proposed changes in land-use might affect the subject
site. It seems likely that the State will build GEF-II &III 2 blocks away
with 300,000 square feet of assignable floor area office space. The
City of Madison plans to purchase the Federal Post Office building 1%
blocks away for increased office space to be shared with Dane County and
the Federal Government. The increased supply of office space created by
the move of state and city offices out of private space could be compe-
tition for the subject site, but the increased number of state and city
employees could mean more consumers for the site. The future development
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EXHIBIT 7
SUMMARY OF CBD? WORK FORCE

Total Work Force No.b
Public Administration 9,068
Finance, Insurance,

Real Estate 3,129
Services 2,757
Transportation,

Communication 2,200
Retail 2,177
Manufacturing 1,508
Wholesale 302
Construction 51
Agriculture 10

Total 21,202

; Av. Ann.
State Workers No. Salary Changes Since 1974
Employment
Administration 1,000 $20,000 Change Shifte
Professional 3,000 $15,600 Madison Newspaper - 450 workers
Clerical 3,500 $ 8,500 moved out, 1975
Total 7,500 U.S. Post Office - 425 workers
closed, 1976
Proposed changes
M BD -4 k
City-County d Salary {ATC moves from C 00 workers
Bldg. Workers No. Range CEF-TI & III + 350 workers
: builds in CBD

Executive 40 $25-40,000 Net Change - 925 workers
Middle Managers 150 $12-25,000

Technical,

Professional 150 $12-21,000
Uniformed

Police 250 $16,500 Av.

Clerical 125 $10,500 Av.

Total 715

a
The greater part of the CBD is contained in Census Tract 17. See ''1970 Census Tracts Map, Madison Area".

b

Workers in Census Tract 17.

CFigures from Glen Blahnik, Wisconsin Bureau of Personnel.

Figures from City of Madison Personnel Department.

e... . . 2 . .
Figures from personnel office of involved institution.

Figureé from 1974 Special Census, City of Madison.

91
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of the southeast of the subject site's block is controlled by National
Mutual Benefit Life through selected property purchases. The nature of
this potential development is unknown, but increased economic activity
could have a favorable effect upon the subject property

D.” Dynamic Attributes

The Square was once viewed as the primary regional shopping cen-
ter for Madison, but in recent years there has been a steady decline in
retail sales in the CBD. A combination of causes are responsible: out-
lying shopping malls have intercepted a large proportion of the retail
trade; owners of many of the major stores on the Square reached retire-
ment age recently and did not provide for new dynamic management to main-—
tain the businesses and some retailers have not taken a new look at the
characteristics of the consumer market that could be available to them.
The 1960s found Madison in an upheaval over the Vietnam War; city govern-—
ment was inconsistent in its attitude toward urban sprawl and the central
city experienced neglect. '

The development of the Capitol Concourse/State Street Mall, the
decision to build the Madison Civic Center near the Square, the City Plan
Department's moves to encourage residential use of downtown property,
the city administration's positive reception to tax-increment financing,
and the slow surge of remodeling that is occurring in buildings around
the Square are indicators that the Square may once again hold its own as
a good place to be. The opening of Coiffures International, a hair-
styling shop, and the Brauthaus II, a restaurant, during the development
of the Capitol Concourse are evidence that some businessmen have faith in
the CBD.

There are some areas of the Square that are viewed as less desir-
able than others. The area along Fast Main Street just east of the
Square contains several massage parlors and a bar featuring nude dancing.
The Majestic Theater, a block from the site, was the home of pornographic
movies until a local businessman bought the theater as a home for artis-
tic movies. IEast Main, King Street, and South Pinckney receive mixed re-
views, with a majority still viewing the area as sleazy. These percep-
tions are also held for the bars and massage parlor just off the Square
on North Pinckney. The McCormick and Doty Street ramps are each located
within a block of such an area; though the ramps have parking spaces
available, some consumers avoid walking by these establishments.

In 1966 a New York firm, Real Estate Research Corporation, who was
employed to do an economic and market study of Madison's CBD made the
folowing observation:

Although the State Capitol gives identity to the Central Business
District, it also creates a huge '"dead spot" in the middle of the
Retail Core of the Central Business District. This tends to impede
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convenient pedestrian movements from one side of the Square to
the other for comparison shopping purposes.

Only an energetic shopper would be willing to walk the entire eight blocks
that emcompass the Square.

The block containing the subject property has unique dynamic at-
tributes; the strong retail stores, J. C. Penney, Rennebohms, and Kresge's:
located on either side of 17-21 East Main Street have special appeal to
the middle and lower middle income class consumer, which includes the
majority of the city and state employees. The block has already estab-
lished a strong identity for these consumer groups.

Although the majority of the people who work and shop around the
Square believe that the CED will never have the same retailing prestige
it once had, they believe there is a market available for small specialty
shops. Longer store hours, parking tokens, a wider variety of stores and
frequent sguttle bus service are among the conveniences most frequently
mentioned. As completion of the Capitol Concourse draws near there is
a sense of excitement downtown. The newly planted trees along the widened
sidewalks are attractive, several buildings are receiving facelifts and
the merchants, in general, are welcoming the changes. The Central Madison
Committee is developing plans to revitalize the downtown area. The long-
term impact of this activity is still an unknown.

E. Existing Improvements

1. Background and Classification

The original building, constructed in the late 1800's, occupied
the northeast corner of the subject site. Apparently this structure that
housed the Capital City Bank was one floor above grade with a full base-
ment which included a terrazo floor and a walk-in safe. The building was
enlarged to its present size sometime before 1930 with the bank housed on
the first floor and offices on the second. At one time, Bradley Photo
Studi o was located there; Northwest Mutual Relief Association was also
an occupant of the second floor in thos early days. A photograph taken
in the 1930s indicates that J.C. Penney occupied the larger first floor
retail area and Feltman Curme Shoes occupied the smaller side of the
building (Exhibit 8). During 1960 and 1961 the building was completely re-
modeled, and the original 'stone facade was covered with a contemporary
textured flat mass of light brown aggregate. After the remodeling Felly's
Flowers and King Shoe Store were tenants of 21 East Main Street, and the
Three. Sisters Dress Shop and Dartmouth Direct occupied the larger retail
area of 17 East Main Street. In the late 1950s the the early 1960s the
owners of the building encountered financial difficulties, and finally,

1 :
Economic Studies for Development Planning in the Central Business
District of Madison, Real Estate Research Corporation, New York, p. 5.
2yisconsin State Journal, January 23, 1977, Part 1:'"Central Madison,"
p. 2-3.
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EXHIBIT 8
PHOTOGRAPH OF SUBJECT PROPERTY CIRCA 1930
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on February 1, 1962, the present owner took title to the property under a
Trust Claim Deed from the mortgagor in a foreclosure action. Current
photos of the subject property are shown in Exhibit 9.

An examination of the building permit activity since the remodel-
ing indicates the following changes at the 17 East Main Street building:

N

June 20, 1961 Heating units installed

July 19, 1961 New gas heating units installed

August - , 1961 Major clectrical work done

Tebruary 14, 1972 Fire resistant furnace room on 2nd floor
‘ built

August 22, 1973 Interior alterations done

October 2, 1973 New store front installed

October 8, 1974 Occupancy permit issued

At 21 East Main Street, a new occupancy permit was issued in August, 1974.

The basic dimensions of the structural components of the subject
property are presented floorby-floor in the isometric drawings in Exhibit
10. These dimensions convert to an estimated gross footage of the build-
ing of 13,816 sq. ft., given its present use. The estimated gross square
footage varies with alternative uses of the space (Exhibit 11). Cubic
footage is calculated by height x length x width. Therefore 38 [(44 x 128)
+ (22 x 116)]= 310,992 c. ft. Building floor plans are found in Appendix
C. Because the volume of this building exceeds 50,000 cubic feet, all re-
modeling plans and specifications for the design or structure shall be
prepared and supervised by a Wisconsin registered architect or engineer
(Wisconsin Administrative Code 50, 07 [2] [a].)

The barrier-free environment requirements for the subject property
are open to interpretation. After several discussions with State build-
ing inspectors, the conclusion was reached that the percentage of an ex-
isting building that is remodeled or added is the determining factor for
the application of the code (Wisconsin Administrative Code 52.04, regis-
ter, December, 1976, No. 252). If more than 50% of the gross interior
area of an existing building is remodeled and/or added, the building is
classified as if it were new construction; therefore a multiple use build-
ing with more than 20,000 square feet of gross area would require both
vertical and horizontal access for the handicapped. If less than 257% of
the gross interior area is remodeled, none of the barrier-free require-
ments apply. An existing building that is 25-50% remodeled or added must
be preovided with access to the primary floor, interior circulation, and
toilet facilities Wisconsin Administrative Code 52.04 (6) (a) (b) (c)

(3) . As defined by a Department of Industry, Labor and Human Relations
(DILHR) building inspector, the percentage of the gross interior area re-
modeled is calculated by measuring the gross anterior area in which the
change occurred and dividing by gross interior area of the existing build-
ing. If the 44' x 128' first floor area is divided into two retail spa-
ces and the present use of the building continues (Exhibit 11), the per-
centage remodeled is gross interior area of the floor area remodeled (ap-

proximately 5,300 sq. ft.) divided by the gross interuor area of the building ap-
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EXHIBIT 9
CURRENT PHOTOS OF SUBJECT PROPERTY
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ISOMETRIC DRAWING OF INTERIOR LAYOUT ’ '

Toilet Facilities

Ww.C.: 2 Lav
W.C.: 1 Lav, 1 Ur.
W.C.: 1 Lav
W.C.: 1 Lav

Williagm sacobsen, Balder
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EXHIBIT 11
GROSS SQUARE FOOTACE OF THE SUBJECT PROPERTY BY
PRESENT AND ALTERNATIVE USES
Space 17 E. Main 21 E. Main
44' x 128" 22" x 116" Total
Present Use
Basement?@ 5,632 Storage 5,632
1lst Floor : 5,632 2,552 8,184
27nd Floor2 Mechanicals
11,264 2,552 13,816 sq. ft.
Alternative A
Basement Mechanicals and Storage
lst Floor 5,632 2,552 8,184
2nd Floor 5,632 2,552 8,184
16,368 sq. ft.
Alternative B
Basement? 5,632 Storage 5,632
1st Floor 5,632 2,552 8,184
2nd TFloor 5,632 2,552 8,184
16,896 5,104 22,000 sq. ft.
Alternative C
Basement : 5,632 2,552 8,184
1st Floor 5,632 2,552 8,184
2nd Floor 5,632 2,552 8,184
16,896 7,656 24,552 sq. ft.

a

Floor used entirely for storage or mechanical purposes need not be
included in determining the total gross area. See Wisconsin Administrative
Code 52.04 (5) (b). ’
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proximately 12,880 sq. ft.) or 41%. Thus a bathroom for the handicapped
in each primary floor retail area and horizontal access on the primary
floor would be required. Percentage area remodeled is subject to inter-
pretation, but the calculations above represent the most conservative in-
terpretation. According to Diane Meredith, the recognized expert on bar-
rier-free environment code interpretation at the Wisconsin Department of
Industry, Labor and Human Relations, the 257-50% remodeling category does
not require the installation of a full service elevator in a multiple use
building with a gross area of more than 20,000 square feet of gross area.
The intent of the code is to take advantage of extensive remodeling of
existing buildings and to make the improved building as barrier-free as
possible, given the size and use of the building. The intent is not to
force all existing buildings to become barrier-free environments immedi-
ately. As various alternative uses are considered and the percentage of
remodeling is determined for each, the economic feasibility of the alter-
nativemust be calculated.

2. Typé of Construction and Structural Condition

A general description of the building structure is summarized in
Exhibits 12 and 13. Because the structure functions as two separate build-
ings at the first and basement levels, there are two descriptions.

The structural system for this building uses masonry exterior walls,
which are load-bearing. The floor and roof joists are wood with the excep-
tion of a steel I-beam running the center length of the building. Two
rows of six metal column supports divide the span of the structure to form
three 20' bays. 21 East Main Street contains one 20' bay, and 17 East Main
Street contains two 20' bays in the basement and on the main floor. The
second floor remains undivided with the window area sealed with masonry
blocks to form a furnace room.

The structural condition of the building is basically sound. There
is no evidence of cracks, sags, or other structural problems in the stone
foundation. Although loose paint and stains on the second floor walls de-
note water damage, new roof flashings installed on the east side of the
building have cured this deficiency. The present roof appears to be older
than its twenty year useful life; mop-topping with hot tar and regraveling
are necessary to requalify the roof as Class B. If the building is exten-
sively remodeled it would be prudent to consider roof replacement in lieu
of repair to protect the new investment,

As a result of use changes there are several obsolete features in
the building. A three foot stairwell from the first to the second floor
at the front of the building has been blocked. An elevator shaft at the
rear Qf the building has been closed with cement blocks although the tower
for the elevator's mechanicals is still intact on the roof. A heavy fire-
door leads from the tower to the roof.  An abandoned boiler 1s located on
a dirt floor in a room at the front west corner of the basement.

1As stated by Dan Murray, Building Inspector for DILHR, in a. phone
conversation with the appraiser, October, 1977 and reconfirmed by Morris
Olson, Plan Examiner for DILHR in a phone conversation November, 1977,
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EXHIBIT 12
DESCRIPTION OF IMPROVEMENTS: 17 EAST MAIN STREET
NUMBER OF STORIES Two stories
AGE: Approximately 100 years
ROOMS :
Basement 6 rooms and spaces including 2
bathrooms
1st floor 1 large retail area and 2 rooms
2nd floor 1 large space with small bathroom
EXTERIOR:
Foundation Stone
Walls Brick
Reof Flat pitch and gravel
Store front Large glass display cases with rough
cedar and brick
CONSTRUCTION:
Floors 1st floor: carpet
2nd floor: wunfinished wood
basement: asphalt tile
Floor structure 3" x 12" joists with steel I-beam and
metal posts
Floor capacity : 1st floor: 100#/square foot
2nd floor: 75#/square foot
Ceilings 1st floor: 2" x 4" acoustical grids
suspended
. 2nd floor: lath and plaster basement
and suspended acoustical panels
HEATING: 2 Reznor gas forced-air gas-fired units
16 years old and in excellent con-
dition

1 unit, 200,000 BTU hung from 2nd floor
ceiling heats 1st floor

1 unit in basement heats basement of 17
East Main only - 120,000 BTU
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AIR CONDITIONING:

UTILITIES:

29

2 separate Carrier units, 10T unit
cools basement and 15T unit cools
1st floor

2nd floor not air-conditioned

2" water lateral; 6" sewer main at
front of building and 8" sewer main
in alley; adequate electrical and
gas service
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EXHIBIT 13

DESCRIPTION OF IMPROVEMENTS: 21 EAST MAIN STREET

NUMBER OF STORIES

AGE:
ROOMS :
Basement
1st floor
EXTERIOR:
Foundation
Walls
Roof
Store front
CONSTRUCTION:
Floors
Flooring structure
Floor capacity
Ceiling
HEATING:

~ AIR CONDITIONING

UTILITIES:

One accessible from this address

Approximately 100 years

1 large room with stand-up safe

1 large retail area with rear work space
and bathroom

Stone
Brick
Flat, built-up asphalt

Large, glass display cases

1st floor: carpet
Basement: concrete and asphalt tile

3" x 12" wood joists with steel I-beam
and metal posts

100# per square foot

Lath and Plaster

1 Reznor forced-air, gas-fired, 120,000
BTU unit, 16 years old in excellent

condition, suspended from 2nd floor
ceiling of 17 East Main Street.

1 Carrier unit outside rear of building
1! water lateral; 6" sewer main at front

and 8" sewer main in alley; adequate
electrical and gas service
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3. Code Conformity

The building appears to be in good condition. If there is a change

of use or if the building has been vacant a year or more, the City of Madison
Building Inspection Department requires a new occupancy permit to reopen even
the first floor for commercial use. The condition for the occupancy permit is
a formal inspection. Costs to cure the minimum deficiencies have been estima—-
ted with the assistance of contractors in the Madison area (Exhibit 14).

There might be other less apparent building code violations, both for the City
of Madison and State Building, Heating, and Ventilation Codes.

4. Interior Finishes

The first floor and the basement of 17 East Main Street have been used
for retail purposcs; the second floor has been used a a furnace room for at
least the last five years, and its interior finishes have not been maintained.
The first floor of 21 East Main Street was also used for retailing and the base-
ment for storage.

In the larger retailing area on the first floor, inexpensive rough ce-
dar is used for the display racks, for the artificial beams that span the bays,
and as large simulated pillars built around the iron support posts. There is
no shelving for the display racks. A centrally located counter, which housed
cash registers and clerks' materials, and six dressing areas are also finished
in rough cedar. Fluorescent lighting fixtures extend from the acoustically
tiled dropped ceiling. The floors are covered with red carpet in good to fair
condition. Except for one small carpeted and paneled room at the rear of the
building, the storage and work areas have lath and plaster walls painted with
enamel; they are in need of washing and/or painting.

The large retailing area in the basement of 17 East Main Street has an
asphalt tile floor, brightly painted lath and plaster walls, and a ceiling fin-
ished with hung acoustical panels. The walls of the smaller rear work and
storage area need washing and/or painting. The bathroom at the rear of the
basement has a ceramic tile floor, a 6" tile base with a lavatory , a water
closet, and a urinal, all in need of cleaning. Another bathroom toward the
front of the basement is in excellent condition with two water closets and two
lavatories. It has been well-maintained and meets State code.

The smaller retail area has lath and plaster walls with lights suspen-
ded from a 13'6" ceiling. A workroom and a bathroom in the rear are well-
maintained and adequate. The retail area is an empty shell. The unimproved
basement below is useful only for storage. A walk-in safe is an outstanding
feature of, this area.

5. Renovation Problems

The commercial use of the second floor would require an additional
stairwell to provide the two exits required from each floor [Wisconsin Adminis-
trative Code, 54.02 (1) ]. An elevator does not satisfy this requirement. A
fire escape construction at the rear of the building is a possible solution,
but to make the second floor marketable, a second stairway is required.
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MINIMUM COST-TO-CURE DEFICIENCIES TO RECEIVE OCCUPANCY PERMIT

Present Use
Mop~top and gravel roof
Exit lighting
Rear exit door
Miscellaneous

Total

New Use Requiring 25% to 507% Remodeling

Mop-top and gravel roof
Exit lighting

2 rear exit doors

3 bathrooms @ $3,000 each

Miscellaneous
Total

$4, 0002

400

400 .

1,100

$5,900

$4,000
400
800
9,000

1,100
$15, 300

agudget figures rounded

A full-service elevator would be required if more than 50% of the gross inter-
To provide an attrac-—
tive, convenient, and separate access to the second floor, the elevator and

stairwell should be located near the front entry that leads to both the base-
ment and the first floor of 17 East Main Street. Some renovation of this com-

ior area of the subject property were to be remodeled.

mon foyer would be necessary.

~

There are no toilet facilities on the first floor of 17 East Main
Street; the existing facilities at 21 East Main Street satisfy City code, but

the existing facilities on the 2nd floor do not comply.

If mor

e than 257% of

the gross interior area of the building is remodeled, toilet facilities acces-
sible to the handicapped must be provided on the primary floors; a new bath-
room and the renovation of an existing one would be required.

floor is used as a separate commercial area, bathroom facilities must be brought

If the second

up to code. For any use that would require more than 5 employees or more than
25 patrons, separate bathroom facilities must be provided for both sexes. A
place of diniag, no matter what the size, requires separate facilities.
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The commercial use of the basement at 21 East Main Strect would re-
quire the provision of a second exit. This requirement could be met by con-
structing a door in the party wall near the front basement stairwell. This
stairwell would lead to a foyer similar to that on the first floor. Access
to either bascment space would be through separate main entries. The capacity
of the present furnace, air-conditioning, and duct system to adequately heat
and cool this basement area would need to be determined.

A dining area with a capacity of 100 or more patrons would require 3-
hour fire-ratings for the floors and walls. Presently the floors have only a
l-hour fire rating. The replacement of the wood floors with concrete floors
would not be economically justifiable.

Residential use of the second floor would require windows to be on at
least two sides of the building. Therefore, the window space in the front of
the building would have to be restored and the facade covering the original
building would have to be removed. Whether or not the original facade can be
restored is unknown at this time. Residential use 1s further complicated by
the requirement that the suspended furnaces on the second floor be removed
and placed in properly rated enclosures [Wisconsin Administrative Code, Table
64.2117.
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ITI. MOST PROBABLE USE

After completing an inventory of positive and negative attributes
of the property, of the legal and political constraints on future use,
and of the immcdiate linkages of the location, the apprailser then must
identify possible compatible uses. Each considered use must maximize the
marketable attributes of the property, minimize its negative characteris-
tics, and operate within the limits of justified, prudent investment.

A. General Market Characteristics

When a site is in search of a use, a logical beginning point is
the examination of the existing and potential markets for the several per-
mitted and most probable uses which are retail, office, dining, and resi-
dential.

To continue as two retailing spaces with a 22' frontage and a 44'
frontage respectively, would entail the smallest up-front costs. The va-
cant buildings with the largest first floor retail space have been on the
market the longest. Wolff Kubly, Manchester's Home Store, and Baskin's
0 and V are prime examples (Exhibit 15). The Simpson Building, Leath's,
and the Jackson Building have been sold during this year. Simpsons is
being divided into small retail shops on the first and basement floors
and office space on the second and third floors. The 1976 buyers of the
Leath Building recently assigned part of their land contract to another
party, and now a restaurant is taking shape on the primary floor and the
mezzanine. The 2d and 3d floors remain vacant. Karsten's sold in 1976,
and has been divided into two smaller (20') retail areas on the ground
floor. The smaller retail spaces have had the most active market.
Chandler's Shoe Store with a 25' frontage is now Brathaus II and the Card
Shop with 19' frontage is now Coiffeurs International. Brathaus II is
a one-story building and the second floor of Coiffeurs is vacant, but the
owner-user plans to use the space for expansion. There has been a slow
but steady demand for the smaller retail units at rents ranging from
$4.50 to $7.50 per square foot. Most frequently the leasee pays utili-
ties; some leases are triple net (Exhibit 16).

Interviews with consumers, city administrators, and businessmen
conducted by the Wisconsin State Journal, January, 1977, confirmed the
need and desirability of the small specialty shop on the Square. Busi-
nesspeople on the Square have a guarded optimism about the future profit-
ability of specialty retailing around the Square; the majority believe
the Capitol Concourse Project will help their business.

1
Wisconsin State Journal, January 23, 1977, Economic Report '77,
Part I: '"Central Madison.'
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VACANT RETAIL SPACE ON THE SQUARE
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Building Address 5q. Ft. Period of Vacancy

1 Wolff Kubly 20 N. Carroll 6,000 35 months .
2 Manchester's Home

Store 18 W, Mifflin 7,920 29 months
3 Norris Lea Arcade 115 King Street 1,400 11 menths
4 Baskin 0 & V 7 N. Pincknrey 4,400 12 months
5 Jacksen 102 N. Hamilton 6,000 27 months
6 Madison Newspapers 19 S. Carroll 13,0 24 months
7 Norris Lea Arcade 109 S. King NA NA
8 Store front 113 N. Hamilton 1,000 18 months
9 Store front 117 N. Hamilton 1,000 18 menths

Tt L0 7N
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EXHIBIT 16
. RECENT RETAIL LEASES ON SQUARE

» Tax and

Building Address Lessor Lessee Terms Utility Escalator

The Atrium 25 N. Pinckney Marty Rifkin Cecil's Sandals 1,336 sq. ft. @ Yes
$6.74 sq. ft.

The Atrium 25 N. Pinckney Marty Rifkin The Camera Co. 2,057 sq. ft. @ Yes

The Atrium

Jackson-Divall
Property

Tenney

Karsten's

25 N. Pinckney

110 N. Hamilton

27 S. Pinckney

22 N. Carroll

Marty Rifkin

Gary Divall

1st Wis. Bank

Fred Mohs

Christian Science
Reading Room

Joe Troia's

Jones, Inc.

Music City

$3.73 sq. ft.

250 sq. ft. @ Yes
$12.00/sq. ft. -

1,000 sq. ft. @ No
$600 mo. net

5,000 sq. ft. @ Yes
$5 sq. ft.

2,200 sq. ft. & Yes

basement storage
@ $5.00 sq. ft.

9¢
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A Tetail use strategy would be the subdivision of larger primary

floor arca of the subject property, the maintenance of a common work area, stor-

age area, and rearexit, and the installation of a bathroom accessible to
the handicapped at the center rear. The smaller store would also provide
retailing space on the ground floor and a barrier-free bathroom.

Although Rennebohm's Coffee Shop, the Park Motor Inn Coffee Shop
and Crandall's Restaurant capture much of the luncheon trade, the concen-
tration of state and city cmployees near the subject property and the po-
tential increase in these employees, if GEF-II is built, suggest a small
restaurant housing under 100 persons. The capacity of a small restaurant
is determined by the net area of the occupied space; dining is limited at
10 sq. ft. per person. The stringent Wisconsin fire codes which require
3-hour fire walls and floors for dining areas serving over 100 persons
make renovation costs for a large restaurant in a brick and wood interior
building economically unacceptable.

The office rental market for Class B or C space has been soft,
but there are indications that there is an increasing demand for such
space around the Square. Current office vacancies and quoted rents are
given in Exhibit 17. Large vacant buildings advertised as potential of-
fice space, such as Madison Newspapers, Inc., and Wolff Kubly have not
sold because of the owners' high financial expectations and the low mar-
keting activity of the sellers. The market for Class B office space ap-—
pears to be firming; investors who have purchased existing retail stores
and who have active renovation and marketing plans for newly developed
office space are finding tcnants. Existing multi-tenant office buildings
near the subject property such as the Marshall Building, National Mutual
Benefit Life, and the Tenney Building have 0 to 10% vacancy. The Affili-
ated Bank of Madison building is almost completely occupied by the owner;
there are two lawyer tenants and 3 vacant offices in the building. On
the other side of the Square, Woolworth's has only 550 square feet (8.5%)
of office space vacant and Thirty On The Square has no vacancies. The
Park Motor Inn office space has 100% occupancy. The investor-owner of
Karsten's is currently remodeling and upgrading the 2d floor for Class B
office space. As mentioned before, the investor-owner of Simpsons is de-
veloping office space on the 2d and 3d floors. He is tastefully remodel-
ing the entire building and is retaining the atrium and building skylights
into the basement as competitive edges. Though there is no elevator, the
tenants of the Simpson building are willing to pay Class A office rents
(Exhibit 17); they seem to be willing to trade convenience for nostalgia
and uniqueness.

. The market suggests the development of the 2d floor of the sub-
ject property into office space, preferably with an elevator to make the
area accessible to the handicapped. Property managers have indicated that
the current rental market is firmer for office space that can accommodate
the handicapped. The basement of 17 East Main can be considered as either
office, retail, or possibly a small specialty restaurant.

Residential space is needed in the CBD; until recently, lot area
and open-space recquirements made the provisions of such space economically
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EXHIBIT 17

CLASS B OFFICE SPACE VACANCIES AND RENTS ON SQUARE
(Elevator, Air Conditioning & Utilities Included)
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§l:; Building Address Sq. ft. Terms Provided
1) Tenney 27 S. Pinckney 1,200 $5.75-$6.25 sq. ft. Full
2) Jackson 102 N. Hamilton 10,000 $5.00/5q. fL, Limited
3) Wolff Kubly 20 M. Carroll 18, 000 $6.00-7.00 sq. ft. NA
4) Madison News=- o
papers 19 S. Carroll 20,000 NA NA
5) Norris Lec e
5) ey 115 S. King 400 $4.00-86.00 sq. ft. Full
6) The Atriunm 25 N. Pinckney 3,000 $7.05-47.23 sq. ft. Linmited
T) Avt Mart 12 S, Carroll 2,700 $2.00 sq. ft. Limited
(no elevator)
8) Anchor Savings 25 W. Main 6,00 $7.25-48,50 sq. ft.  Full
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infeasible. An older building, the Baskerville, 2!5 blocks from the sub-
ject property, offers one- and two-bedroom apartments, and there are a
few vacancies. Most apartments adjacent to the Square are converted,
single-family homes that were built prior to 1900. Both occupancy and
turnover rates are high. The Capitol Hill apartments, 3% blocks from

the subject property, are fully occupied, predominantly by elderly and
long-term state employees. There is a limited but unsatisfied market for
high-style apartments in the CBD; groups of from two to four single per-
sons are willing to pay from $75 to $125 each for 2- to 3-bedroom apart-
ments, usually furnished. Legislators and lobbyists, who are in a higher
income-bracket compared to state and city employees, are actively seeking
tastefully appointed residential space. Along State Street students are
paying from $.45 to $.50 a square foot for furnished space over stores,
bars, and restaurants.

The long and narrow layout of the 2d floor of the subject pro-
perty does not lend itself to residential space without major remodeling.
The suspended furnaces must be removed from the rear ceiling of the build-
ing. The five windows at the front of the building must be unblocked,
reframed, and rehung; the facade of the building must be removed. Each
living room and bedroom must have an outside window which measures at
least 10% of the floor area of the room and the window must open to an
area not less than 5% of the floor area served. Ventilation must be ac-
complished by natural, not mechanical means. [Wisconsin Administrative
Code 52.02 (1), 57.19, 64.07 (1)]. Tor each dwelling unit 100 square
feet of open space must be provided; this can be done by using interior
balconies or roof space. It is questionable that the Plan Commission
would approve over-hanging balconies facing the Square. Major remodeling
would include installing skylights to provide light for apartment space
that does not have access to the front windows. An investment analysis
must be made to determine if the more certain income from apartments can
justify the capital expenditures.

B. Alternative Uses for the Subject Property

A combination of the physical characteristics of the property and
the general demand characteristics on the Square suggest the following al-
ternative scenarios for the use of the subject property (Appendix D):

Scenario #1: The building will be demolished and the site leveled
and paved to provide monthly reserved parking for employees of vari-
ous nearby public and private office and firms. It is assumed that
space for 20 cars will be provided; the only access will be from
the alley. An attractive screening wall with plantings will face
East Main Street.

This scenario is based upon the assumption that the city will constuct
the alley. It is unlikely that National Mutual Benefit will continue
granting the right-of-way through their parking area at the inconveni-
ence of their tenants.
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Scenario #2: The building will be demolished, the site leveled,

and a new three-story brick building, 66' x 72', with no basement
would be constructed. The building would be divided into 3 retail
stores on the first floor, and the second and third floors will be
office space. A parking lot constructed at the rear will be leased by
the tenants. Although the size of the building will be less than that
legally required to install an elevator, the office space will be more
marketable if a full-service elevator was installed to insure a bar-
rier-free environment for the handicapped.

Scenario #3: The building will be brought up to code to receive an
occupancy permit. The first floors of 17 and 21 Past Main Strect

will be leased with the tenants responsible for their own improve-
ments. The second floor will continue as & furnace room and the
basement of 21 East Main Street will be used for storasge. The current
owner calculates the gross interior area as 20,280 square fect, but
the lease is based upon 17,400 square feet as net leasable aveaj an
allowance is made for the inefficient use of the 2d floor.

Scenario f4: The first floor of 17 East Main Street will be subdi-
vided into three retail spaces and equipped with barrier-free bath~
rooms as required by Wiscousin Administrative Code Secticn 52.04

(6) (b). The basement will be rented without remodeling; thie two floors
total more than 50% of the gross interior area (Exhibit 11, Present
Use) so an elevator might be required for vertical circulation, and
the return will not justify the capitsl outlay to remodel the base-
ment. The second floor and the basement of 21 East Main Street will
continue to be storage and mechanical spzce only. The extra $.50
rental fee for 1st retail space is for the extra storage space avail-
able to 1lst floor tenants.

Scenaric #5: The entire building will be remodeled to counvert the 2d
fioor to office space, subdivide the total let floor area into 3 re~
tail storee, and convert the basement of 17 Fast Main Strect into

a large office space of 4,570 square feet. There will be 6,740 square
feet of 2d floor office space and a total of 7,068 square feec of
retail space. A full-scrvice elevator and a second stairwell swill

be instalied at the front of the building to serve the three levels

Scepario #6: The present structure will be remodeled as in Scenario
F5, but the 2d floor will be converted into two large Z-bedyoom apart-
ments with approximately 3,000 square feet in each. The front facade
will be removed, and a large picture window overivoking the Square in---
stalled for cach apartmeat. The bedroems will be located at the rear
of the building to obtaiu the required window space. The kitchen and
bathrooms will be in the centev of the buildiag; small skylights will
be cur into the roof to give the kitchen extra natural Light. The
back stairway vo the 2d& fleor and to the roof will be moved to the

rear center of the buiilding, aud the elevatoer shaft will be removed

on this floor to expose wore window space. Open space will be provided
as a sun-deck on the roof. A stoirway will be built at the front of
the buiiding to previde private access Lo the apartments.




-

(.

N T W WA EE Em e

.. i R W E-h - ..

%- -

40

C. Economic Ranking of Alternatives

The probable alternative uses for the subject property can first
be ranked in terms of the general budget parameters inherent in revenue
and expenses for each. The alternatives that offer the greatest finan-
cial return are then screened for effective demand, political acceptability,
and risk. The property residual, or back-door approach, is used to con-
vert revenues to a justified investment. The logic for the conversion
of rents into a cash dividend flow and a debt service flow by the use of
a reasonable default point is demonstrated in Exhibit 18. This approach
is extremely sensitive to changes in revenues and expenses; it is impera-
tive that the appraiser be consistent in the derivaticn of estimates for
each alternative. The cost assumptions and calculations are provided for
each scenario in Appendix D. A preliminary ranking based upon a cash jus-
tified investment demonstrates that Scenario #3 or #5 offer the most pro-
fitable use (Exhibit 19).

D. Risk Ranking of Alternatives

Scenario #3, which involves minimum renovation, offers the least
risk of capital outlay and might offer an initial holding strategy until
the future of the Square is more certain. A construction budget of
$5,900 in Scenario #3 generates $52,200 in gross income whereas a con-
struction budget of $262,600 is needed in Scenario #5 to gencrate $107,900
in gross income. But the demand for the large retail space in 17 East Main
Street is soft; the $5,900 construction budget might generate only $15,300
for the smaller retail space. This would make the relationship of capi-
tal outlay to revenue the same for both scenarios. The smaller retail
spaces and offices in Scenario #5 diminish the probability of large
square footage vacancies occurring simultaneously.

Though the capital outlay is greater in Scenario #5, the cash
throw-of f before taxes is fifteen times greater in Scenario #5 than in
Scenario #3. The increased rate of equity pay-back diminishes the equity
risk for investors.

Remodeling risks, which do not exist in Scenario #3, are minor in
Scenario #5; the use of artificial lighting and mechanical ventilation,
acceptable for offices, avoids the greater risks of removing the front
facade and providing adequate open window space necessary for residential
use. The installation of the front stairwell and elevator, the subdivi-
sion of retail space, and the construction of office space are the major
structural changes.

The demand for Class B office space is uncertain; the positive im-
pact of the Capitol Concourse, the negative impact of GEF-II and the City's
use of the Post Office cannot be determined to date. Currently there is
an air of excitement about the Square; the pace of remodeling has increased,
and Class B office vacancy rates have declined. The Doty Ramp, 1% blocks
from the subject property, usually has available parking space for clients
of downtown offices. Employee parking is more of a problem; the city ad-
ministration continues to encourage downtown workers to use mass trans-
portation.
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BASIC LOGIC FOR RANKING ALTERNATIVE USE
SCENARIOS BY JUSTIFIED PURCHASE BUDGET

EXHIBIT 18
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Rent/Unit

Rent/Unit

Rent/Unit

X

X

Number of Units

Number of Units

Number of Units

Potential
Gross Income

Default Point

Cash for Operations

X

1-Default Point

Equity Cash Margin

Vacancy Loss

Reserve for
Contingency

Cash Throw-0ff
(B/4 Tax)

Equity Cash Constant

=

Justified Equity
(B/4 Tax Effect)

+

Operating Expenses

' Capital Replacement

Real Estate Taxes

Cash Available
for Debt Service ,

Mortgage Constant

Justified Mortgage -

Total Justified
Project Budget

Construction Outlays

=

Budget for Purchase
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EXHIBIT 19

SUMMARY OF BUDGETS FOR ALTERNATIVE USE SCENARIOS

Budget Item Scenario #1 Scenario #2  Scenario #3  Scenario #4 Scenario #5  Scenario #6

1. Demolition -$55,530 -$55,530
2. Bringing up

to code - $5,900 - $5,900 - 81,900 - $800
3. New construction - 12,672 -473,680 - 56,544 -260,754 -307,598

Total Outlays $68,202 -$529,210 - $5,900 =S 62,444 -$262,654 -$308,398

4. Justified project

budget - 8,525 + 401,233 + 227,837 + 247,462 + 528,138 + 447,459
5. Total justified

investment in

subject property

as is -$76,727 -$127,978 +$221,937 +$185,018 +$265,484 +$139,061

(A4
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The creation of a vertical and horizontal barrier-free environ-

‘ment in Scenario #5 adds a competitive edge for this office space. There

is a growing awareness of the need to provide access for the handicapped;
there is increased political activity favoring the rights of the handi-
capped that has resulted in enabling legislation such as Wisconsin Admini-
stration Code 52.04. Realtors report that some tenants are demanding
barrier-free environments for their handicapped clients.

E. Political Compatibility of Alternatives

Scenarios #3 or #5, each of which would provide retail space on
the first floor, would be politically acceptable; the city administration
strongly favors retail, restaurant, and other pedestrian generators on
the first floor of all buildings contiguous to the Square. (Appendix A)

F. Conclusions

The trade-off of risk between high construction costs for total
renovation and a soft market for large retail space tend to net out. The
future of the CBD is the critical unknown. If the Capitol Square becomes
revitalized, and the demand for small retail space and Class B office
space increcases, the probability of CBD property once again appreciating
is likely. Though the initial capital outlay is great, Scenario #5 of-
fers the best alternative to a syndicate of investors who can spread the
risk, and take advantage of both the depreciation from a remodeled build-
ing and the appreciation of the property. To hold the property with only
minimum renovation might be costly in the long run; an unmodernized build-
ing might be less likely to capture its share of the retail market and to
increase in value. Therefore the $38,000 difference in the justified bud-
get between the two scenarios gives Scenario #5 a preferred position. A
review of the summary feasibility data in Exhibit 20 supports the conclu-
sion that the most probable use of the subject property, in the opinion
of the appraiser, is Scenario #5.

THE MOST PROBABLE USE OF THE SUBJECT PROPERTY WOULD BE THE RE-
MODELING OF THE EXISTING BUILDING TO CREATE THREE SMALL RETAIL UNITS ON
THE FIRST FLOOR AND OFFICE SPACE ON THE SECOND FLOOR AND IN THE BASEMENT
OF 17 EAST MAIN STREET.

-
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EXUIBIT 20

SUMMARY MATRIX OF FEASIBILITY OF ALTERNATIVE USES OF SUBJECT PROPERTY

Feasibility Factor

Scenario #1

Scenario {2

Scenario #3

Scenario #4

Scenario #5

Scenario #

Justified investment
in subject

Renodeling risks

Political acceptability

Financial Risk

Negative

None

Strong

Strongly
negative

High

Dependent upon
high land appre-
ciation which is
improbable

Negative
None

Soft + Firm
Improving

Negative -
demolition
Acceptable - use

High

Dependent upon
very strong

market demand

for class B office
space to justify
investment

+$227,837

None

Acceptable

Moderate

Dependent on

consumer response

to Square revitali-
zation and market-
ing skill of retailer
to use larger retail
space

$185,018
Minor

Soft > Firm
Improving

Acceptable

Moderate

Dependent upon
consumer response

to Square revitali-
zation talent of
management to select
strong retailers, and
marketing skill of
retailers

+$265,484
Minor

Firm

L
mproving
More Acceptable

Moderate

1. Dependent
upcn increas-
ing market
demand for
Class B or
Class C office
space and mar-
keting skill of
retailers

2. Investor-user
of office space
would stabilize
cash flow and

+$139,C61

Serious

u
acceptability to

(VN3

dent upon reuewed
acceptance of Square
as place prestige

subsidize remodel-

ing

VA
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IV. PREDICTION OF PRICE FROM
MARKET SALES

The most reliable predictor of the price a most probable buyer
might be willing to pay is derived from an analysis of the recent market
sales of similar properties occurring in the neighborhood of the subject
property. This section will discuss the market comparison approach to
the most probable selling price and will provide financial tests of this
price.

A. Most Probable Buyer

A review of recent (1976 to 1977) sales around the Capitol Square
and along State Street (Exhibits 21-31) indicates that the smaller build-
ings with a frontage of 25' or less have been purchased by owner-users
who want to relocate; the larger buildings have been purchased by investor-
developers who are already involved in CBD property.

Of the eleven comparables examined, five were purchased on land
contract, two were financed with both a first and a second mortgage, and
four were cash sales. Eight of the eleven properties were purchased by
local investors, one was purchased by an insurance company, and two were
purchased by business persons for their own use. One of the purchases was
made for the purpose of spoilage, two were made for assemblage and eight
were purchased to use the existing building after some degree of remodel-
ing. These differences in conditions of sale are tabulated in Exhibit 32.

THEREFORE, THE MOST PROBABLE BUYER WILL BE A PROFESSIONAL REAL
ESTATE DEVELOPER WHO EXPECTS TO REMODEL AND REDIRECT MARKETING OF THE

SUBJECT PROPERTY. THE MOST PROBABLE BUYER WOULD PREFER A GENEROUS LAND

CONTRACT BUT WILL HAVE THE FINANCIAL CAPABILITY OF NEGOTIATING A CASH
SALE AT A PRICE NEAR OR BELOW THE ASSESSED VALUATION.

B. Most Probable Price

In recent years there have been a significant number of sales of
properties comparable both in function and location to the subject pro-
perty.from which to infer a transaction zone that will include a most
probable selling price. Although the comparable sale properties are low-
rise, retail-commercial structures on the Square, there are significant
differences among them. It is necessary to select those characteristics
that are price-sensitive, such as location, structural condition, market-
ability, motivation of buyer and income potential at the time of sale;
the differences among the comparables can then be reduced to a common de-
nominator by deriving a weighted point score for each property. The to-
tal point score for each comparable sale and the subject property can
then be related to one another by means of a simple linear regression line.
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EXHIBIT 21

COMPARABLE PROPERTY #1
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111 SOUTH HAMILTON STREET

Date of Sale: 8/31/76

Sale Price: $130,000

Recorded: Vol. 720, p. 255 Document #1485121

Terms of Sale: Land contract, $20,000 down 8% quarterly payments
of interest, 4 payments of principal of $5,200 in Sept. 1, 1978, 79,
80, 81, final payment of $90,000 + accured interest 1/2/82.

Use at time of sale: Offices on 3rd floor, 2nd floor political office
1st floor office + vacant space

Grantor: Willinorth and Jeanne Jackman and Betsy Jackman Standard

Grantee: Peter R and Anne T. Wadsack

Tax Parcel #: 0709-242-0903-8

Assessed value: $140,000 total--land $81,300, improvements $58,700

Sale price as of % of assessed value: 937%

Lot size: 3,241 sq ft.

Frontage: Carroll Street 91.3 feet, South Hamilton 112 feet

Zoning: C-4

Gross building area: 7,989 sq. ft. (82%)

First floor commercial gross square frontage: 2,663 sq. ft.

Other rentable square frontage: 5,326 sq. ft.

Building description: Masonry bearing walls, interior wood structure
structurally sound, spacious entryway and stairwell

Locational factors: 2 blocks from State Street mall, 3% blocks from
Civic Center, 1l blocks from City-County Building

Rental Information: None available
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214 STATE STREET

Date of sale: 1
Sale price: $86
Recorded: Vol.
Terms of sale:
Use at time of s
Grantor: Mr and
Grantee: Mr and
Tax Parcel No.:
Assessed value:

/25/76

,000

651, p. 598, Warranty deed

Cash, 1lst mortgage $58,500, 2nd mortgage to seller $14,500
ale: Card shop

Mrs. W. D. Eck

Mrs. A. A. Witz

0709-144-2710-3

Total $65,500~~land $34,100, improvements $31,400

Sales price as 7% of assessed value: 131%

Lot size: ~$1,475 sq. ft.

Frontage: State Street 22 feet

Zoning: C-4

Gross building area: 3,960 sq. ft.

First floor commercial gross square footage: 1,320

Other rentable square footage: 2,640

Building description: Three floors, masonry bearing walls, wood interior
structure, 2nd floor apartment, bay windows on State Street, full
glass store front

Present uses: 1lst floor is same use; 2nd and 3rd floors--3 apartments

Locational factors: 1% blocks from Concourse, across from Civic Center,
1 block from parking.

Rental. information: $4.55/sq. ft. for 1lst floor




i (.

(Il (N JEE N e i N N

| - ..

(- -

Rl =N T .

48

EXHIBIT 23

COMPARABLE PROPERTY #3
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22-24 NORTH CARROLL STREET

Date of sale: 1/1/76

Sale price: $175,000

Recorded: Vol. 638, p. 355

Terms of sale: Land contract, $15,000 down, 7%7% interest

Use at time of sale: Vacant

Grantor: Karstens, Inc.

Grantee: Fred Mohs, local investor

Tax Parcel No: 0709-231-0904-9

Assessed value at time of sale: $189,300--1land $145,000, improvements
844,300

Sales price as % of assessed value: 927

Lot size: 5,800 sq. ft. )

Frontage: 44 feet

Zoning: C-4 ‘

Gross building area: 16,380 sq. ft.

First floor commercial gross square footate: 5,461

Other rentable square footage: 10,922

Building description: 60 years old, 3 floors, all floors have sprinklers

sand are air conditioned, concrete structure frame and brick facade,

separate entry stairway, exterior fire escape, fair alley access

Present uses: Music instrument shop (20' frontage), jewelry store (20'
frontage) ‘

Locational factors: 2 blocks to nearest parking area, major city bus
stops in front of building

Rental information: 2nd and 3rd floors rented to Madison Credit Bureau
for $4,440/year, or $1.50/sq. ft: 1st floor $5/sq. ft. plus utili-
ties, tax escalator, and overage
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19 NORTH PINCKNEY STREET

Date of sale: &4/1/77

Sale price: $85,000

Recorded: Vol. 789, pp. 507-508 Document #1511208

Terms of sale: Land contract, $17,000 down, $68,000 balance payable
$716.05/month, 8%, balloon 10 years

Use at time of sale: Vacant

Grantor: Rennebohn Drug Stores

Grantee: Karl Lechtey

Tax Parcel No: 0709-133-3005-0

Assessed value: Total $87,500, Land $45,600, improvements, $41,900

Sales price as 7% of assessed value: 977

Lot size: 2508 ,

Frontage: North Pinckney 19 feet

Zoning: C-4

Gross building area: 4,560 sq. ft.

First floor commercial gross square footage: 2,280

Other rentable square footage: 2,280

Building description: 2 floors, masonry bearing walls, wood interior
structure :

Present uses: Beauty shop, lst floor, vacant 2nd floor (to be remodeled
for owner's use)

Locational factors: 2! blocks to State Street, 4 blocks to Civic Center,
1 block First Wisconsin and Tenney Bldg.

Rental information: Owner-user
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122 SOUTH PINCKNEY

Date of sale: 3/15/77

Sale price: $60,000

Recorded: Vol. 783, p. 116 Document #1508785

Terms of sale: Land contract $6,000 down, balance $54,000 @ 8%, 10
year equal payments @ $5,400/year

Use at time of sale: Office

Grantor: Floyd McBurney

Grantee: National Mutual Benefit Life

Tax Parcel No.: (0709-242-04129

Assessed value: Total $62,500--land $38,400, improvements $28,100

Sales price as 7% of assessed value: 96%

Lot size: 1978 sq. ft.

Frontage: South Pinckney 22.4 feet

Zoning: C-4

Gross building area: 2,934 sq. ft.

First floor commercial gross square footage: 1,467

Other rentable square footage: 1,467 sq. ft.

Building description: 2 floors, masonry bearing walls, wood interior
structure, sandstone facade on 2nd floor, poor maintenance

Present uses: Same as at time of sale

Locational factors: 4% blocks from State St. mall, 6 blocks from Civic
Center, 1% blocks from City-County Building, 1 block from 1st Wis.
Bldg.

Rental information: None available
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COMPARABLE PROPERTY #6
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25 NORTH PINCKNEY STREET

Date of sale: 4/21/77
Sale price: $150,000

Recorded: Vol. 796, p. 528 Document No. 1513914
Terms of sale: 1lst mortgage 93/4%, 25 years--2nd mortgage of $50,000

at 87 interest, 5 years
Use at time of sale: Vacant
Grantor: Raymond T. McGuire
Grantee: Martin Rifkin
Tax Parcel No: 0709-133-3006-8

Assessed value: Total $285,000--land $214,000, improvements $71,000

Sales price as % of assessed value: 53%
Lot size: 8,712 sq. ft.

Frontage: North Pinckney Street 66 feet
Zoning: C-4

Gross building area: 16,060 sq. ft.

First floor commerical gross square footage: 6,886
Other rentable square footage: 9,174 + basement with NLA 3,941 sq. ft.

Building description: 2 floors 22' x 75'

joined to 3 floors 44' x 120'

with masonry bearing walls, wood interior structure, poor mainten-

ance of 2nd and 3rd floors.
Present uses:  Vacant--being remodeled to
ment retail use, and 2nd, 3rd floor
Locational factors: 2% blocks from State
City-County Bldg., ! block from lst

accommodate lst floor, base-
office use

Street mall, 3% blocks from
Wisconsin and Tenney Buildings

Rental information: Signed leases include 1lst @ $3.73 sq. ft., $12.00 sq.

ft. and $6.74/sq. ft. 2nd floor $6.

00 to $8.01/sq. ft.
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102 NORTH HAMILTON STREET, 110 NORTH HAMILTON STREET, PARKING LOT

Date of sale: 9/77

Sale price: $330,000 for three parcels

Recorded:

Terms of sale: 5 year balloon mortgage @ 8%%

Use at time of sale: Vacant

Grantor: M. Jackson

Grantee: Gary DiVall

Tax Parcel No: 0709-144-1504-1

Assessed value: Total $360,400--1land $153,900, improvements $206,500

Sales price as 7% of assessed value: 927%

Lot size: Approximately 11,000 sq. ft.

Frontage: East Mifflin 15 feet, North Hamilton 46 feet, North Pinckney,
132 feet for 102 North Hamilton building

Zoning: C-4

Description of 102 North Hamllton

Gross building area 26,000 sq. ft.
1st floor commercial gross square

footage 6,000 sq. ft.
Other rentable square footage 20,000 sq. ft.

Building description: Concrete and steel structure, 3 stories plus base-
ment at grade entrance on North Pinckney, lst floor has mezzanine,
can carry additional floors.

Locational factors: 2 blocks from State Street mall, 4 blocks from City-
County Bldg., 1)s blocks from lst Wisconsin and Tenney Building

Rental information: Adjacent property, one of the 3parcels, has 1,000
sq. ft. @ $600/mo. net for restaurant use
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COMPARABLE PROPERTY #8
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118 NORTH PINCKNEY

Date of sale: 7/1/77

Sale price: $120,000

Recorded: Vol. 828, p. 23

Terms of sale: Mortgage with $15,000 down, balance $105,000 @ 8%%

Use at time of sale: Tavern

Grantor: Ida S. Stein

Grantee: Carley Capital Corp.

Tax Parcel No.: 0709-144-2412-5

Assesses value: Total $115,000--land $90,000, improvements $25,000

Sales price as % of assessed value: 1047

Lot size: 6,660

Frontage: North Pinckney 28 feet

Zoning: C-4

Gross building area: 3,920 sq. ft.

First floor commercial gross square footage: 1,960

Other rentable square footage: 1,960

Building description: 2 floors, masonry bearing walls, wood interior
structure, separate stairs to 2nd

Present uses: Tavern on lst floor, apartments on 2nd., Purchased for
blage with Emporium to be included

Locational factors: 2% blocks frem State street mall

3% blocks from City-County Building, 2 blocks from lst Wisconsin and

Tenney Building
Rental information: None
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EXHIBIT 29
COMPARABLE PROPERTY #9
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10 WEST MIFFLIN STREET

Date of sale: 2/15/77
Sale price: $171,000
Recorded:
Terms of sale: Cash
Use at time of sale: Vacant--former Chandler Shoe Store
Grantor: Northwestern Mutual Life Insurance Co.
Grantee: Edison Brothers—--Brauthaus Properties Partnership
Tax Parcel No: 0709-144-2508-2
Assessed value: Total $191,000--land $97,600, improvements $93,400
Sales price as % of assessed value: 90%
Lot size: 3,325 sq. ft.
Frontage: West Mifflin Street, 25 feet
Zoning: C-4
Gross building area: 6,200 sq. ft.
First floor commercial gross square footage: 3,100
Other rentable square footage: 3,100 basement
Building description: Masonry bearing walls, brick and tile facade
Present uses: Restaurant - Brauthaus II

Cocktain lounge in basement
Locational factors: % block State Street mall

4 blocks=-City-County Building

Rental information: Owner-user
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2 WEST MIFFLIN STREET

Date of sale: 8/26/77

Sale price: $585,000

Recorded:

Terms of sale: Cash with financing at 9 3/4% interest

Use at time of sale: Retail & office

Grantor: Northwestern Mutual Life Insurance Co.

Grantee: Gordon-Rice--Executive Management, Inc.

Tax Parcel NO: 0709-144-2509-0

Assessed value: $750,000-~land $371,300, improvements $378,700.

Sales price as % of assessed value: 78%

Lot size: 12,012 sq. ft.

Frontage: West Mifflin St. 91 feet, Wisconsin Ave., 136 ft.

Zoning: C-4

Gross building area: 38,639 sq. ft.

First floor commercial gross square footage: 13,884

Other rentable square footage: 24,755

Building description: 2 floors masonry bearing walls, concrete slab
flooring, in excellent condition

Present uses: Retail lst mezzanine and basement
Office, 2nd floor

Locational factors: 1 block from State St. mall

Rental information: $60,500/yr. triple net for whole building,
leases sublets office space @ $4.20 sq. ft.
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EXHIBIT 31

COMPARABLE PROPERTY #11
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119 STATE STREET Ly ot feae E

Date of sale: 1/15/76 and 6/9/77

Sale price: $110,000

Recorded: Vol. 737, p. 118

Terms of sale: 1/15/76--land contract, $10,000 down 67 interest 4 yr. terms
plus $15,000 of capital improvements by vendor within 6 months of
purchase. 6/9/77--50% of land contract assigned to third party

Grantor: First Wisconsin National Bank

Grantee: Mr. & Mrs. N, H., Malley 1/15/76 and Royad Hassen-Halleen 6/9/77

Tax Parcel No.: 0709-231-0105-3

Assessed value: Total $152,500--land $90,200, improvements $62,300

Sales price as 7% of assessed value: 727%

Lot size: 4,400 sq. ft,

Frontage: State St. 44 feet, Fairchild 44 feet

Zoning: C-=4

Gross building area: 14,000 sq. ft.

First floor commercial gross square footage: 4,400

Other rentable square footage: Only lst floor and mezzanine

Building description: Elevator. Two-story granite store front, glass show
window, top two floors used for furniture show rooms (presently closed
to avoid four-story building classifications and access and exit re-
quirements); masonry bearing walls

Present uses: Being remodeled as restaurant on lst floor and mezzanine--
300 capacity

Locational factors: % block from Capital Concourse, 4 blocks from City-
County Bldg.

Rental information: None available
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EXHIBIT 32

DIFFERENCES IN CONDITIONS OF SALE FOR COMPARABLES

Reason for Relationship
Property User Investor Financing Purchase Date price to
assessment
1. 111 S. Hamilton x L.C. Lease 8/3/76 93%
2. 214 State x 1st, 2nd Lease 1/25/76 131%
3. 22 North Carroll X L.C. Lease 1/76 92%
4. 19 N. Pinckney X L.C. Business 411777 97%
5. 122 S. Pinckney X L.C. Control and 3/15/77 96%
assemblage
6. 25 N. Pinckney x 1st, 2nd Lease 4/21/77 537%
7. 102 N. Hamilton X Cash Assemblage 9/77 92%
and lease
8. 118 N. Pinckney X Cash Assemblage 7/1/77 104%
9. 10 W. Mifflin x Cash Business 2/77 90%
10. 2 W. Mifflin x Cash Lease 8/26/77 787%
11. 119 State St. x L.C. Lease 1/15/76 72%
6/9/717

LS
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This statistical process translates supply and demand characteristics in-

to a prediction of price per unit of buyer behavior for the smaller,

older properties in the CBD. The resulting regression equation provides
a predicted price per unit as a central tendency for the subject property,
and it provides a means for estimating the reliability of the prediction
through the use of the standard error of the estimate.

C. Market Comparison Approach to Probable Price

The comparable sales (Exhibits 21-31) were first screened to fit
the following criteria:

. Located in the primary or secondary special assessment zone
of the Capitol Concourse/State Street project, Phase II.

. Used for retail or service purposes on the first-floor level.
. Total gross building area less than 30,000 square feet.

. Two or three floors above grade. B
. Sales date was in 1976 or 1977 just prior to or during the
Concourse remodeling.

Comparable #8 is eliminated because it is only one floor above grade.
Comparable #10 is eliminated because it has more than 30,000 square feet
of gross building area. This comparable is also a much newer structure
and is occupied by a major long-term tenant.

A point scale to rate the differences is developed to reflect the
characteristics believed to influence buyer behavior (Exhibit 33). A
weight is given each characteristics, which reflects its relative impor-
tance to an investor and each property. The subject property is also
scored (Exhibit 34). The State Street entrance to the Capitol Concourse
and proximity to state and city employees are considered the most desir-
able locational attributes on the Square. Both consumers and retailers
believe that the small specialty shop has the greatest viability on the
Square; therefore the 22' retail space is considered the most marketable.
The marketability of the 2d and 3d floor space is also an important charac-
teristic. The amount of income the property is generating at the time of
sale is especially important to the most probable buyer or investor to
insure a steady cash flow. The concrete and steel building has more ver-
satility in terms of alternative uses due to higher fire ratings and ver-
ticle.expansion possibilities.

The Leath Building (Comparable #11) has recently had another
change of ownership; 50% of the land contract was assigned to a third
party. Apparently code problems, which had restricted restaurant use,
have been overcome, but the two floors above the mezzanine are still
vacant. Though the Simpson Building (Comparable #6) is undergoing major
remodeling, the score reflects its condition at the time of sale. The
Card Shop (Comparable #2) received the highest score because it best fits
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EXHIBIT 33

SCALE FOR SCORING COMPARABLES ON IMPORTANT INVESTOR CONSIDERATIONS

IN MADISON C~4 ZONE

Location:
(20%)

Layout of retail space:
(15%)

Marketability of 2d and
3d floor and/or basement
at time of sale:
(15%)

Vacancy and/or revenue
sources at time of
sale

(10%)

Remodeling required at
time of sale

(10%)

Structural condition:
(10%)

Ratio of land area to
1st floor gross sq. ft,
of improvements:

(107%

Motivation of buyer:
(10%)

5

w U

w U

w

= Within 2 blocks of high pedestrian

gencerators such as State Street or City-
County Building

Within 4 blocks of high pedestrlan genera-
tors, but more than 2

More than 4 blocks from high pedegtrian
générators

Regular space with good delivery access

Regular space with poor delivery access

Irregular space with mezzanine with poor
delivery access

Large size space, average rent (owner user)
Medium size space, average rent
Small size space, low rent

Fully rented
Partially rented
Minimal rental income or vacant

No major improvements required
Average tenant improvements
Major structure and tenant modifications

Concrete or masonry with concrete/steel
framing

Masonry with wood interior framing, well
maintained

Masonry with wood interior framing, poorly
maintained

Land area greater than or equal to 1.5
times the improvements

Land area less than 1.5 greater than or
equal to 1l.25times the improvements

Land area less than 1.25 times the improve-
ment

Owner-user
Assembler
Investor-developer
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EXHIBIT 34
WEIGHTED MATRIX FOR COMPARABLE PROPERTIES

e
Rating/Weighted Rating
111 214 22-24 19 122 25 102 118 119 17-21
Feature Weight S.Hamilton State N.Carroll N.Pinckney S.Pinckney N. Pinckney ‘N. Hamilton  N.Pinckney State E.Main
f#1 #2 #3 #4 #5 #t6 #7 i #11 Subject
Location .20 5/1.0 5/1.0 5/1.0 3/.60 3/.60 3/.60 3/.60 3/.60 5/1.0 3/.60
Efficiency of
Retail Layout .15 | /.15 5/.75 3/.45 5/.75 3/.45 3/.45 1/.15 5/.75 1/.15 3/.45
Marketability
of 2d and 3d .
floor rentable .15 - 3/.45 5/.75 1/.15 3/.45 3/.45 3/.45 5/.75 5/.75 0/0 3/.45
space
Motivation of
buyer .10 1/.10 1/.10 1/.10 5/.50 3/.30 1/.10 3/.30 3/.30 1/.10 1/.10
Ratio of Land
to Improvements .10 1/.10 1/.10 1/.10 1/.10 3/.30 1/.10 1/.10 5/.50 1/.10 1/.10
Revenue Sources
at Time of Sale .10 3/.30 5/.50 1/.10 1/.10 5/.50 1/.10 1/.10 5/.50 1/.10 1/.10
Remnhdeling Re=-
quired Upon
Furchase .10 3/.30 5/.50 1/.10 1/.10 3/.30 1/.10 3/.30 5/.50 1/.10 3/.30
Structural Con-
dition .10 3/.30 3/.30 5/.50 3/.30 1/.10 1/.10 5/.50 1/.10 3/.30 3/.30
Total Weighted .
Score SN R 2.20_ _ - _4,00 _ _ _ 2.50_ _ _ _ _2.%0_ _ _ _ _ 3.00 . _ _ - _200______ 3.20 _ _ _ _ 4.00_ _ _ _1.85__ _2.40 _ _
Selling Price $130,000 $86,000 $175,000 $85,000 $60,000 $150,000 $330,000 $120,000 $110,000 NA
1st Floor Retail 2,663 1,320 5,461 2,280 1,467 6,886 6,000 1,960 4,400 8,184
3 sq. ft.
CLA (sq. ft.) $48.82 $65.15 $32.04 $37.28 $40.90 $21.78 $55.00 $61.22 $25.00 NA
Price per sq. ft.
of 1lst floor
retail GLA

09
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the characteristics considered important in today's market: it is small,
the 2d and 3d floors contain apartments that are in demand, and occupancy
is 100%.

The first floor revenue space is considered the primary income
source for this type of building. Therefore, purchase prices are divided
by square feet retail GLA for each property. This dollar per square foot
figure is then used as the dependent variable, and the total weighted
score for each building is used as the independent variable in the regres-—
sion analysis. A graph of the linear relationship of the two variables
is provided in Exhibit 35; this represents a correlation coefficient of
.941. Computation of the linear regression coefficients, the price pre-
diction for the subject property, and the standard error of the estimate
are provided in Exhibit 36. The regressionanalysis yields a coefficient
of determination or r“ of 88.5%; the r“ indicates that there is 88.5%
less uncertainty in making predictions about the price per square foot
of first floor gross leasable area when the weighted point score for
each property is considered than when the point score is not considered.
The Mini-Tab output for these calculations is in Appendix E.

The market comparison price estimate for the subject property is
therefore, $270,000 with a standard error estimate of $40,000 and a 68.4%
confidence interval, or a suggested price range of $230,000 to $310,000.
This initial conclusion must be considered in light of certain external
factors and then tested to sce if the probable selling price estimate
would provide an acceptable yield from income and appreciation when re-
lated to the most probable use, total cost to the most probable buyer,
and typical financing.

D. External Influence on Most Probable Price

The estimate of the most probable selling price inferred by re-
gression analysis is based upon the income potential of the first floor
retail area; it assumes a marketability of the 2d floor upon which the
most probable use and the resulting most probable purchase price is par-
tially calculated and it is dependent upon a more detailed engineering
analysis than is appropriate for an appraisal to determine the costs of
remodeling. The possible variance in both of these estimates represents
significant risk to the buyer. He will wish to purchase the property
at a price that could be carried by the income from the first floor alone.
Scenario #3 best represents the purchase price; the most probable buyer
would be most comfortable with a purchase price near $220,000 (Appendix
D).

Another influence on the most probable selling price is the at-
titude of the business community toward the remodeling of the Square.
There is more optimism than a year ago; the preliminary plans for resi-
dential development and the heightened level of building remodeling lend
encouragement. Several lending institutions have evidenced a cooperative
interest in making loans on CBD properties. Therefore an investor-buyer
might be more willing to take risk now than a year ago.
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EXHIBIT 35
PRICE PER SQUARE FOOT OF FIRST FLOOR GLA

AS A FUNCTION OF WEIGHTED FACTOR SCORES

= Y = Price per square foot
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EXHIBIT 36
REGRESSION ANALYSIS OF SALES PRICE AND PROPERTY SCORE
Price Score 2 2

Property Y X XY X X

1. 111 S. Hamilton  48.82 2.70 131.81 2383.39 7.29
2. 214 State 65.16 4,00 260. 64 4245.83 16.00
3. 22-24 N. Carroll 32.04 2.50 80.10 1026.56 6.25
4. 19 N. Pinckney 37.28 2.90 108.11 1389.80 8.41
5. 122 S. Pinckney  40.90 3.00 122.70 1672.81 9.00
6. 25 N. Pinckney 21.78 2.00 43.56 474.37 4.00
7. 102 N. Hamilton  55.00 3.20 176.00 3025.00 10.24
8. 118 N. Pinckney  61.22 4.00 244 .88 3747.89 16.00
11. 119 State 25.00 1.85 46.25  _625.00 3.42

Total 387.20 26.15 1214.05  18590.65 80.61
Y and X 43.02 2.91
Txy = IXY - n XY = 1214.05 - 1126.69 = 87.36
.2
ty2 = 2v2 - n (¥)° = 18590.65 - 16656.48 = 1934.17
— 2

Ix = Ix?-n (®)° =  80.61 - 76.21 = 4.40

Y =a+ bX a = intercept

Y = predicted price/sq. ft. of GLA b = slope of price point relationship

. M- = 87.36 =19.85
b = 1y 4.40
a = Y- bX = 43.02 - 19.85 (2.91) = -14.74

Price/sq. ft.

8,180 sq. ft.

retail GLA = -14.74 + 19.85 (2.4) = $32.90

x $32.90 = $260,122 or $270,000

Standard error of estimate =

\/__)L_;;lljﬁi
n -2

Higﬂ estimate:

Low estimate:

= 1934.52 - 19.86 (87.41) =/28.58 = $5.35 standard
9-2 error

8,180 x (32.90 + 5.35) $312,885 or $310,000

I

8,180 x (32.90 - 5.35)

$225,359 or $230,000




. (G (EE (R R e e

/\E N (R (EE e

. = (.

64

The seller wants a cash sale and has no intention of financing
a buyer. The buyer must, therefore, negotiate for a lower price than
might be paid for a sale financed by a land contract. The seller has
the option of leasing the building, if possible, but selling is defi-
nitely preferable. In the last five months the seller has sold two
other propertics on the Square, each for less than the assessed valua-
tion of the property. It is apparent that a transaction zone will de-
velop only with strong negotiations.

With consideration of the position of both the buyer and the
seller, the appraiser has taken the price of $290,000 between the central
tendency of $270,000 and the high estimate of $310,000 as the upper
range of the transaction zone. This upper range price is confirmed in
the market; Baskin O and V, a comparable property is listed on the mar-
ket for an asking price of $290,00. A buyer would pay no more for the
subject property than he might have to pay for a comparable property.

The seller's equity in the property, $240,000, is the lower range of this
zone; it is highly unlikely that a company in good financial condition
will sell below its book value. Holding costs equal to 1 3/4 years al-
ready have been received by the owner in the form of the lease buy-out

in July, 1977. The most probable selling price of $270,000 is within

the range of $290,000 and $240,000.

E. Tests of Preliminary Most Probable
Price Determination

Since actual market sales were used for the valuation approach,
it is useful to test the probable price based on the marketplace for com-
patibility with investment valuation in terms of basic yields and risk
ratios. Three investment tests will be applied:

. The front door approach to convert total investment to rents
required to provide cash-flow.

. The Ellwood equation to demonstrate the appreciation needed
to provide a minimum acceptable return to the ownership po-
sition.

. The BFCF after-tax yield firecast using a basic cash-flow
model provided by EDUCARE.

1. Minimum Rent Required
° If the probable investor paid $270,000 for the subject property
as is, and spent $263,000 remodeling as the minimum budget estimated in
Scenario #5 (Appendix D), and invested a minimum of $40,000 in contin-

T
BFCF is found in the library of programs provided by EDUCARE
Computer Network, Inc. on GE Time Sharing Service.
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gencles (6 months rent loss of $26,100 and holding costs) during the re-
modeling period, he would have a total investment of $573,000 in the pro-
perty. Under favorable financing assumptions he might receive a 757% loan
$429,750 at 9 3/4% interest for 25 years, which would require cash equity
of $143,250. Exhibit 37 and 38 show the conversion of these capital re-
quirements to required net income. This required income, when added to
other cash requirements, reveals that the minimum gross rents required
would be $110,073; this is $2,205 more than the gross rents expected in
Scenario #5. The $2,205 would decrease the cash dividend yield and di-
minish the investor's equity position. The default point with the gross
rents expected is 79%; this is less favorable than the 77.6% with gross
rents required. A buyer would want to procure firm renovation cost esti-
mates and to examine more extensively the market for retail and office
space before making an offer at this price.

2. Price and Required Appreciation

The investor in the subject property will be seeking both a cash-
on-cash return as well as capital appreciation over the projected five-
year holding period. The Ellwood equation, which relates net income to
purchase price at an overall capitalization rate, is useful in isolating
the appreciation rate of an original purchase price needed to provide a
desired minimum investor return when given a certain debt structure. The
calculations in Exhibit 38 show that the total NOI would be $59,740 with
a debt cover ratio of 1.3 and a debt service of $45,954, and the total
gross rent would need to be $110,073. The total gross income anticipated
in Scenario #5 is $107,868 with an NOI of $57,500. The more realistic
market-derived NOI is used in calculating the appreciation required over
5 years for this project to return 20% equity yield to the investor; the
results in Exhibit 39 suggest that an appreciation of 17.7%, or 3.5% per
year compounded, would be required following completion of the building
remodeling. This increment is possible only if there is renewed consumer
interest in the Capitol Square, if tenants who have marketing expertise
can be found for the retail space, and if the need for Class B office
space continues to grow in spite of GEF-II and the City's purchase of the
Post Office Building.

A pretax equity yield of 207% would be greatly modified by the im-
pact of federal and capital gains taxes. Tax deductions as the result of
high interest charges and depreciation available after remodeling will
offer short-term relief, but capital gains taxes would take over 30% of
the anticipated capital gain. -

3. Federal Income Tax and After-Tax Yield

A real estate investment of this proposed magnitude is always af-
fected by the Federal income tax. Assuming that the probable investor or
members of the investment syndicate have a marginal income rate of 307%
and would pay taxes of 35% of the capital gain in excess of $0,000, it is
useful to test the proposed total investment of $573,000 with a simple
after-tax cash flow model designed for appraisers. BFCF 1s a simple pro-

of
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EXHIBIT 37

BREAK-DOWN OF OFFICE AND APARTMENT OPERATING EXPENSES
(Cost per square foot of building)

Officed
1971 1977 adjusted®

Janitorial service $.83 $.91
Utilities .70 .77
Water .05 .06
Elevator .15 CL17
Management .24 .26
Maintenance ' .09 .10
Insurance .04 .04

Total ; $2.10 $2.31

I

Janitorial services and utilities 1977 $1.68/sq. ft.

All other operating expenses = .63/sq. ft.
AEartmentsc

Maintenance .32
Utilities .25
Water .03
Administration .13
Insurance .05

Total $.88

All operating expenses minus utilities = $.63/sq. ft.

agoMA International, 1971 Office Building Experience Exchange
Report (Chicago, Ill.: Building Owners and Managers Association Inter-
national, 1972), p. 45.

b 0167 increase per year.

CIncome/Expense Analysis: Apartments, Condominiums, and
Cooperatives (Chicago, I1l.: Institute of Real Estate Management,
1973), p. 79.
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MARKET RENTS REQUIRED BY MOST PROBABLE PURCHASE PRICE OF $270,000

Capital Budget

Purchase price
Minimum remodeling budget (Scenario #4)
Total capital investment

Working capital and contingencies
Total investment

Minus mortgage at a ratio of 75%
Total cash equity required

Operating Budget

Annual debt service on $429,750 mortgage
(.106932 mortgage constant for 25 years
9 3/4%, monthly payments

Multiplied by debt cover ratio
Total net operating income required

Plus:

Real estate taxes
(27.3549 mills on $533,000)
Special assessment
(annual 10-year payment)
Operating expenses
Retail: 7068 sq. ft. @ $.63
Office: 2d floor, 6,740 sq.

fr. @ $2.31
Basement: 4,570 sq. ft. @
$.63
Vacancy allowance | 5,879
Reserve for contingencies 5,000

Total minimum gross rents required

Minus gross rents expected in Scenario #4

Equals deficit out of equity dividend

Default point with gross rents required = 77.6%
Default point with gross rents expected = 79%

$270,000
263,000

$533,000

40,000
§573,000

429,750
$143,250

$ 59,740

$ 39,454

$ 10,879

$110,073

$107,868

$2,205
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EXHIBIT 39

APPRECIATION REQUIRED AT MOST PROBABLE PURCHASE PRICE TO
PROVIDE 20% RETURN TO EQUITY OVER FIVE YEARS

}—A - — -

NOI
v = Y-MC+Dep/App [-1]
s
where:
v = purchase price + remodeling costs,
NOI = net operating income,
Y = equity yield before income tax,
M = mortgage loan-to-value ratio,
C = mortgage coefficient,
Dep/App = depreciation or appreciation during the
holding period, and
A= the sinking factor,
S o

Example: Most probable purchase price of $270,000

vV = $270,000 + $263,000 + $40,000 = $573,000
NOI =  $57,500
Y = .20
M = .75
c =  .101178
1 .134379
$SH =
) $57,500
$573,000 = T 55 .75 (.101178) < App (.134379)
1
$573,000 =
e e 214117 < App (.134379)

.100349 - .124117 = -App (.134379)
- .023768 = - App (.134379)

* % App = .17687 for five years or 3.5%
per year compounded
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gram that assumes there 1s only one depreciable asset, determined to be

in this case, 657% of total investment of $573,000. The balance of value
is attributable to land; the average useful life of the improvements is
about 30 years. Net operating income is assumed to increase 57 per annum
from a $57,500 base in the first year of normal operations. The resale
price of $627,211 is the investment value of $573,000 appreciated at 17.77%
for 5 years less 7% for sales commission. The detail provided in Exhibit
40 reproduces the computer input and output components.

The significant conclusion is that the after-tax yield under these
assumptions would approach 167 a year, an acceptable yield when it is con-
sidered that higher quality tax-exempt bonds would provide at least a 6.5%
yield. 1Indeed many real estate equity investments trusts are providing an-
nual cash dividends of 8% or 97 per year, partially sheltered and seldom
dependent on the need for significant asset appreciation in a five-year span
on a location of uncertain merit. The equity dividend yield of 8% is with-
in the lower range acceptable to investors. The most probable price of
$270,000 does pass the minimum tests of a risk investment for capital gains
in a five-year holding period. Even if the anticipated 3.5% per year appre-
ciation does not occur, internal rate of return after taxes is 7.757%
(Exhibit 40).
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EXHIBIT 40
BFCF COMPUTER INPUT AND OUTPUT
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EDUCARE COMPUTER NETWORK 11/27/77 16:01CST

USED <96 UNITS
KON LWCKF

BFCF 16:01CS1 11727177117

VER 10718777 _
LBFCF 1S THE PROFERTY O DBENEDICT J FubEDERICK Ji MAT S SnkAn

LATEST CHANIES % ADDITIJUNS:

1) 1976 LAV KE RRECAPTURE oF RENCESS DEPHECIATION.

2) DEIT SERVICE EBATIV & MTC AL EACH YR-MJIRE M

3) SHORT FORM JUTPUT (EXCLUDES DATA SUMMARY) MJIDE PP

le ENTER PROJECT NAME? ANALYSIS LY JEAN B DAVIS
2¢ PRIOJECTIIN PHMRIJD:? 5
TO AEPEAT PrbEV YRS Nul roult AL OF Phud ENTEK O
3¢ ENTEIL Nedele:
2 57500,60375,5H3390566503,69892
e UALUM:?2 573000
Se MTCe rFATIJs INTes TEnM & NJOe PAY/Yis:
2 e155,.0975,25512
6o IMPe/TOTAL UALNE RKATIO & IMMEs LIFE:? «655,30
Teo DERPBHCIATION METHOD?Z |
IS OLNER A Tanably ConbkonaTloN, ¥ Jh N2 N
Be IhDINARY INCIHIE TAX LHACKET % LkACKET IN Yh OUF SALE:?
Ye RESALF PrlCk:? 6271211

IeBhene t:Eroh THAARES IS Lyelty e

AFTER TAX TeRetis 1S 157082 4.

AVERAGE DERT SkaviICE HATIO 1S 1.38273
AN RIS S\

e300 + 35
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EXHIDBIT 40~--Continued 71

MORTCACE fHivaLYSIS
r'h\h\L.Y I) 1 b 1." Y JLLEuN L) br\\' l S5

Ok ARk K R R &K kKK A K KR X K

Y LAK Nedelo DiEtsT SkEnv DELI:T SkER MTC DAL
hAaTlO
1 £S5 5,900 TUASH»YHO 1«25 S425,508
2 (0375 - 131 420,433
3 635394 [ « 308 Gl s hr)
4 GO, H0 05 | IR 410,004
5 (YNNI led2 4O, 7148

AUC . SC3,544 1o 30

AFTEE TAaX CASH FLOW rFhoutCTLIIN
ANALYSIS bY uxaAaN o LAavls

V17277717

DATA SUMMARY
oKk Kk Ok A %k F O Ok O Ok kK OK K

VALUE: g 573000 MTGe AMT.: L 429750
NJI 1ST YhR: 3 57500 : MTCt INT -2 Yer7H 2
JRCe EQUITY: S 143250 , MTGe TERNM: 25 Ylhiv
IMP.VALIDES 312450 MTGe CONSTe: Q1036
INCe THAX KATK: 30« 2 IviPe LIFrE: 30 TS
SALE Yh HATE: 35 74 Jwiline INDIVIDUAL
CASH MTG e bBJIJK TAXALLE INCulML AFTER TAX

YFAR FLJW AMIAXTZ DEP. INCUNME Tax ChHSh FLUW

1 11544 4242 124195 3371 1011 10533

2 14419 a61s 12415 6619 2004 12419

3 17434 5152 124195 10175 3053 14385

4 206071 56717 124195 13869 4161 16446

5 23936 6256 12419 177171 5333 160V Y

g Brvaa g 26002 ¢ 620715 $ 51871 g 15562 3 12382

DEPe METHUD: STrAIGHT LINE 1ST YR EQe. DIV: 8.05064 4
SALFK PRICE $627,211 AVG DEBT SEutV HATIO: 138
JASIS 510,925
CAPITAL CATINS 116,286
CAP CAINS TAX 20,350
EXCESS DEp TAX 0
MONRTCAGE  ISALANCE 403514
AFTER TAX ¥1) KRV €203,113

IF PULCHASED AS ABUUE, HELD S YRAKS & SULD Fuh ¢ 627211 THEN
Jettonne 1S 19el7D 2 iskikOni TAXESS 1507uee 2 Ak TER TAXKS.

NO BhPFRESENTIATION 15 MADE THAT The ASSUMeTIONS hELATIVE 10
CURLENT TAn PRoVISTONS USED IN ThHis FndJiCTiuN WILL Bk




i E El O GE O ER O aE e B O ER En

72

V. APPRAISAL CONCLUSIONS AND LIMITING CONDITIONS

A. Value Conclusion

An appropriate reference point for the listing and negotiation
of the subject property can be derived from Ratcliff's 'most probable
selling price" definition of value:

The most probable selling price is that selling price which is

most likely to emerge from a transaction involving the subject

property if it were exposed for sale in the current market for

a reasonable time at terms of sale which are currently predomi-
nant for properties of the subject type.

In order to comply with this definition, we have determined that the mar-
ket transactions in the area of the Capitol Concourse occurring during
1976 and 1977 have had a mixture of sales terms (Exhibit 32). Land con-
tracts predominated in 1976, but in 1977 there were several cash sales
with highly variable terms; interest ranged from 8%7% to 9 3/4% with a
five-year balloon mortgage to a 25-year amortized mortgage. The land
contracts ranged from 10% to 20% down, 87%-8%7% interest with a 10-year
even payments to 1l0-year balloon.

On this basis, the conclusion is that the most probable selling
price is $270,000 as a cash sale, with terms of 257 down, 25 years at
9 3/4% interest. A buyer with a unique, viable marketing plan and suf-
ficiently attractive financing terms might pay as much as $290,000. This
upper limit, though lower than that established for the transaction
range, is determined by the market. The only other comparable property
currently on the market facing the Square has an asking price of $290,000.
In the present situation the owner wants cash but negotiates from a
strong financial position.

The value conclusion is that THE MOST PROBABLE PRICE OF A CASH
SALE IS $270,000 WITH AN UPPER RANGE OF $290,000 AND A LOWER RANGE OF
$240,000, DEPENDING UPON THE ATTRACTIVENESS OF THE FINANCING TERMS THAT
A BUYER CAN OBTAIN.

B. Statement of Limiting Conditions

This appraisal has been made subject to certain conditions,
caveats, and stipulations, either expressed or implied in the prose as
well as the following:
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Contributions of Other Professionals

. Because the budget did not provide for a consulting engineer,
builder, or architect, the appraiser applied limited struc-
tural analysis to the problem, and cost estimates must be con-
sidered nonprofessional. The appraiser advises that a profes-
sional estimate be made of needed roof repairs.

. The appraiser did not conduct any engineering analysis of the
structural soundness of existing buildings or of their mechani-
cal systems.

. A definitive interpretation of Wisconsin Administrative Code
52.04 regarding barrier-free environments can be made only
when remodeling plans are submitted to the Department of
Industry and Human Relations. Specific codes requirements
under certain conditions could significantly affect the esti-
mates of the remodeling costs.

. Any sketches in this report are included to assist the reader
in visualizing the property. These drawings are for illus-
trative purposes only and do not represent an actual survey of
the property.

. Because no legal advice was available, the appraiser assumes
no responsibility for legal matters nor has any opinion of
title been submitted.

Facts and Forecasting Under Conditions of
Uncertainty

. Information furnished by others in this report, while believed
to be reliable, is in no sense guaranteed by this appraiser.
Although before-tax arithmetic of BFCF model has been hand-
checked for accuracy, no guarantee of program infallibility
can be made by EDUCARE Network, Inc., or by the appraiser.

. All information furnished regarding property for sale, rental,
financing, or projections of income and expense is from sources
deemed reliable. No warranty or representation is made regard-
ing the accuracy thereof, and it is submitted subject to er-
rors, omissions, change of price, rental or other conditions,
prior sale, lease, financing, or withdrawal without notice.

. The comparable sales data relied upon in this appraisal is
believed to be from reliable sources. Though all the com-
parables were examined, it was not possible to inspect them
all in detail. The value conclusions are subject to the ac-
curacy of said data.
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Forecasts of effective demand of retail and office space are
based on the best available data concerning the downtown
Madison market but are projected under conditions of economic
uncertainty; the Concourse is nearing completion with no firm
data yet as to 1ts impact upon the retail sales and demand for
office space.

Controls on Use of Appraisal

Values for various components of the subject parcel and im-
provements as contained within the report are valid only when
making a summation and are not to be used independently for
any purpose and must be considered invalid if so used.

Possession of this report of any copy thereof does not carry

with it the right of publication nor may the same be used for
any other purpose by anyone without the previous written con-
sent of the appraiser of the applicant and, in any event, only
in its entirety.

Neither all nor any part of the contents of this report shall
be conveyerd to the public through advertising, public rela-
tions, news, sales, or other media without the written consent
and approval of the author, particularly regarding the valua-
tion conclusions, and the identity of the appraiser, or of

the firm with which he is connected or any of his associates.
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"VI. CERTIFICATION OF INDEPENDENT
APPRAISAL JUDGMENT

I hereby certify that I have no interest, present or contemplated,
in the property and that neither the employment to make the appraisal nor
the compensation is contingent on the value of the property. I certify
that I have personally inspected the property and that according to my
knowledge and belief, all statements and information in this report are
true and correct, subject to the underlying assumptions and limiting con-
ditions.

Based upon the information contained in this report and upon my
general experience as an appraiser, my opinion is that the most probable
price, as defined herein, of the subject property is

TWO HUNDRED SEVENTY THOUSAND DOLLARS ($270,000)

assuming that the buyer can obtain financing with terms as favorable as
25% down, 25 years, and 9 3/47 interest. Less favorable financing could
lead to price as low as $240,000 and more liberal financing could lead to
a selling price as high as $290,000.

Jean B; Davis

Date
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- Sec. 28.069(4) (d) 3. ZONING CODE
l 3. Cartage establishmants, but not lncluding moter freight terminals .
. (e) Lot Area Requiremants. In the C3 district, the lot araa requirements

of the C1 district shall anply.,

Floor Area Ratio. In tha C3 district, the floor area ratio shall not
excead 3.0,

(g) Yard Requirements, In the C3 district, the yard requiremants of

’ the C2 district shall apply.

Usable Opsn Space Raquirements. In tha C3 district, the usable
0pen space requirements of the C1 district shall apply.

(i) Signs. In the C3 district, the regulations governing signs in the C2

istrict shall apply.
}3’ (58) C4 Central Commerciz]l District.

(a) Statement O Purcose. taa C4d central commercial district is estab-
lished to acccmmodate those uses which are of City-wide, regional
or state significance. Within this district, whickh is located in relative
proximity to the Stats Capitol Building, and which is readily accessible
by private conveyance or public transportation from all parts of the
City, are permittad the retail, service and orfice uses characteristic
of a central business district, Within this district are found prima
retailing and specialized retailing activities, cultural, recrsational
and educational activities of City-wide significance, administrative
offices of private organizations, administrative offices and political
seat of City, County and State government, and offices of professional
and nonprofessicnal persons offering a variety of specialized servicas.
Within this district of limited extent, development is most intensive
and activities are concentratad. o accessory off-strest parxing is

required in this district, and any off-street parking which is provided
Is contrclled es to the location, type and extent of suchfacility Lecauss
- of the goal to reduce congestion on streets within this district or cn
streets leading to this district. All new construction and any major
alteration of an exterior building face must be approved because of

the community's objectivs to develop and maintain this district as

a community and statewide center for business, service and government

where uses are located in compatible arrangements, and where tha

beauty and other aesthstic qualities are preserved and enhancad.
(b)  General Regulations. Uses permittsd in the C4 district are subjact

to the rollowing conditions:

1. All business, servicing or processing, e:xcept for ofi-strest
parking, off-street loading, automobile sarvicas station operation,
drive-in banks and outdoor eating areas of restaurants approved
as a conditional use by tha Plan Commission, shall be conducted

| .
=

LBt
g
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’

| . i-
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. within completely enciosad buildings. (Am. by Ord. 4304,
' 8~29-73) :
! \" 2. Establishm:nts of the drive-in tyoe are not permitted, except

automobile servics stations and drive-in banks,

Any major alteration of the exterior face of a building shall
conform to ths remodeling and new construction guidelines

for State Strest and the Capitol Square adopted as administrative
guidelines by the Gi‘v Plan Commission on Septambsr 23, 1553
and as modified on December 7, 1970 and shall be permitted
only after the written approval of the City Planning Department,
provided that any acdon by the department may bs appealad

to the City Plan Coramission by the applicant.

(c) Permitted Uses. Anv usa narmitted in tgg S,:g gdisg tigtds narmittad
in the C4 districe.

Veayr I0/18/770 o

| .
w
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ZONING CODE Sec.

(d)

o~

7
8.0¢(5) (d)

Conditional Uses. The following cenditional uses may be allowed in the

C4 district subject to the provisions of Section 28.12(10):

1.
2.

(2 BEY =N JV)

[ocBi S |

9.

10.

Any new constructicn of 2 building or addition to an existing building.
Any production, processing, cleaning, servicing, testing or repair
of materizls, gcods or products, limited to the following uses or products:
a. Jewelry.

b. Medical, dental and optical supplies.

c. Products from the iollowing previously prepared materials:
bone, canvas, cellophane, cloth, cork, feathers, felt, fiber,
fur, glass, hair, horn, leather, paper, plastic, precious or
semiprecious stones, rubber, shell and yarn.

d. Scientific and precision instruments.

Outdoor eating areas of restaurants. (Am. by Ord. 5198, 10-31-75)

Dwelling units and lodging rooms located on the ground floor.

Parking fecilities, accessory and located within the central area, where

the number of parking spaces in such facilities exceeds the require-

ment set forth in Section 28.11(3) (b) for similar uses.

Parking lots, garages and structures, nonaccessory and publicly

owned and cperated, for the storage of private passenger automobiles

only, subject to the appliceble provisions of Section 28.11.

Public service signs.

Public utility and public service uses as follows:

Bus terminals and bus turnaround areas,

Electric substations.

Gas regulator stations, mixing stations and gate stations.

Police staticns. ‘

Radio and television towers.

Railroad passenger stations.

Railroad rights-of-way, but not including railroad yards and

shops, freight and service buildings, or rights-of-way for

switch, lead, spur or team tracks.

h. Telephone exchanges, microwave relay towers and telephone
transmission equipment buildings.

Signs projecting above curb level to a greater height than that per-

mitted by the regulations of this district.

Wholesaling establishments.,

mHe 0o

(Sec. 28.09(5) (d) Renumbered by Ord. 4303, 8-29-73)

Lot Area Requirements. In the Cd district, the lot area requirements of

the C1 district shall apply.

Floor Area Ratio. In the C4 district, the floor area ratio shall not exceed 10.0.

(e)

(H)
(g)

- Yard Requirements. In the C4 district, the yard requirements shall be as

follows:

1.

A minimum rear yard of ten (10) feet shall be provided for the purpose
of loadiny and unloading from future alleyway systems. However,

this rear yard requirement may be waived by the Zoning Eoard of
Appeals only upon its findings that such rear yard is rot necessary

as a part of an zlieyway system, provided such findings shall be made
only after receipt of recommendations from the Zoning Administrator,
Traffic Engineer and Planning Director regarding the relative merits
of said rear yard as part of an alleyway system,

Where dwelling units, lodzing units or hotel or motel sleeping rooms
have windows facing any interior lot lines, yards as required in the

28 - 89 Rev. 11/15/75
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Sec. 28.09(3) (b) 3. : ZONING CODE

fiﬁ. (c) Permi

to the public, establishments of the drive-in type and outdoor eating
areas of restaurants approvad as a conditional use by the Plan Commission
shall be conducted within completely enclosed buildings. (Am. by

Ord. 4302, 8-29-73)

Parking cf trucks as an accessory use, when used in the conduct

of a permitted businsss listed hereinafter, shall be limitad to vehicles

of not over one and one-half (1%) tons capacity when located within

one hundred fifty (150) faet of a residencs district boundary line.

tted Uses. Ths following uses are permitted in the C2 district:

1.

18.
19.
20.
21.
22.
23.

24,
25.
26,
27.
28.
29.

30.

| o NN e I 2

Accessory uses.

Any use permitted in the C1 district.

Amusement establishments, including archery ranges, bowling alleys
dance halls, golf driving ranges, gymnasiums, pocl halls, swimming
pools, skating rinks and other similar indoor amusement facilitiss .
Antique shops.

Axt galleries and museums.

Aucticn rooms.

Automobile accessory stores.

Banks and financial institutions.

Blueprinting and photostating establishmerits.

Businsss machine sales and service establishments.

Camera and photographic supply stores.

Carpet and rug stores.

Catering establishments.

Chinza and glassware stores.

Clothing and costume rental stores.

Coin and philatelic stores.

Convalescent homes and nursing homes, provided that the zoning

lot shall be not less than one-half (}) acre and furthsr provided that
the side and rear yards as established in the RS district are provided.
Provided also that the intended use abuts on one side either:

a. A residential zoning district; or
b. A substantially permanent residential building in the commar-
cial district.

Department stores.

Dry goods stores.

Employment agencies.

Exterminating shops.

Floor covering stores (linoleum and tle).

Florist shops and consservatories with no limitation on number of em-
ployees.

Fraternal, philanthropic and eleemosynary uses.

Furniture stores.

Furrier shops, including the incidsntal storage and conditioning of
furs.

Hospitals and sanitariums.,

Hotels and motels.

Household appliance stores, including radio and television sales and
service.

Interior decorating shops, including upholstering and making of dra-
peries, slipcovers and other similar articles when conducted as part
of the retail operation and secondary to the principal use.
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ZONING CODE ‘ Sec. 28.09(3) (c) 31.

(d)

31. Jewelry stores, including watch repair.
32.  Laboratories--research, development and testing.
33. Leather goods and luggage stores.

34. Loan offices.
35. Locksmith shops.
36.  Meat markets, including sale of meat and meat products to restaurants,

hotels, clubs and other similar éstablishments when such sale is con-
ducted as part of the retail business on the premises.

37. Musical instrument sales and repair.

33.  Offices, business and professional.

39. Office supply stores.

40. Optical sales.

41.  Orthopedic and medical appliance and supply stores.

42, Paint and wallpaper stores.

43. Phonograph, record and sheet music stores.

44.  Physical culture and health services, reducing salons, masseurs and
public baths.

45.  Picture framing.

46. Printing, publishing and bookbinding establishments.

47. Radio and television studios and stations.

48. Recording studios.

49. Schools--music, dance, business or trade.

50.  Secondhand stores and rummeage shops.

51.  Sewing machine sales and service, household appliances only.

52.  Sporting goods stores.

53.  Tailor shops.

54. Taverns.

55. Taxidermists.

56.  Telegraph offices.

57. Theaters, indoor.

58. Ticket agencies, amusement.

59. Tobacco shops.

60. Travel bureaus and transportation ticket offices.

§1. Typewriter and adding machine sales and service establishments.

62.  Undertaking establishments and funeral parlors.

63. Upholstery shops.

64. Water softener sales and service.

Conditional Uses. The following conditional uses may be allowed in the
C2 district subject “o the provisions of Section 28.12(10).

1. Any use allowed as a conditional use in the C1 district unless per-
‘mitted in (c) above.

2.  Signs projecting above curb level to a greater height than that per-
mitted by the regulations of this district.

3. Automobile laundries, provided that the Plan Commission shall first

obtain a report and recommendations from the Traffic Engineer on
traffic matters.

4.  Boat showrooms, including accessory sales, and repeirs of boats,
motors, parts and cquipment, provided that the Plan Commission shall
find:

28-81
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Referred

Al ORDTINANCE

amending Scctions 28.09(1) (g), 28.09(5) (a),
(e), (f), and (h) and creating Scction 28.09 :
(5) (b) 4. of the Madison General Ordinances -
regarding bulk requirements in the C4 Central Reported Back NQY__LS_JB.ZZ_,_--
Commercial District. ! i

Rercferred

N

[ Adopted o POF o
hratted: James M. Voss, Assistant City Attorney Rules Susp. _ Tabled
=. ; ‘ Public tirg. Aoy 7 IS \G17
Fiveoal dote: No expenditure necessary R R . N
. Mayor Approved . Dat.
Published
*® *® * *
ORDINANCL NO. 1{1 O -
POUHCOR(S) @ Common Council (Request of Plan Director) - FILE NUMBER S0 34 -/862

The Common Council of the City of Madison do ordain as follows:

(.

1. Subdivision (g) of Subsection (1) of Scction 28.09 of the Madison Gencral
Ordinances cntitled "Comincrcial Districts - Usable Open Space Requirements' is
hereby amended to read as follows:

i

"(g) Usable Open Space Requirements. Usable open space shall be provided
on cach lot, devoted in whole or in part to any residential use, as set
forth in each zoning district. Such usable open space provided on the
ground level shall be in a compact area of no less than two hundred (200)
square feet and having no dimension less than ten (10) feet and having
no slope grade greater than ten percent (10%) . In calculating the usable
open space requirements in the C1, C2 and C3 districts, there may be
credited, up to a maximum of fifty percent (50%) of the required open
space area, the area of any balconies having a minimum dimension of
four feet six inches (4'6"), and on the rcof, any open space '
area having a minimum dimension of fifteen (15) feet and being
frec of any obstructions and improved and available for safe and
convenicnt use to all occupants of the building, and in the C4 district,
there may be credited to the required open space area, the area
of up to one hundred percent (100%) of the required open space area
in any of the abovementioned balconies and open space on the roof. Also

« in the C4 district, interior activity spaces such as swimmina pools, fitness
rooms, clc., which mav be used by all restdents ol the butlding, may
be credited to the required open space, ™

' N aE s

2. Subdivisions (a), (e), () and (h) of Subsection (5) of Section 28.09 of the
Madison General Ordinances entitled "C4 Central Commercial District' are hercby
amended to read as follows:

"(a) Statement of Purpose., The C4 Central Commercial District is established
to accommodite those uses which are of City-wide, regional or State
significance. Within this district, which is located in yé¢lhuyy closce
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proximity to the State Capitol Duilding and State Street, and which
1s readily accessible by fWILAGHCOUYé¥ AN/ @7 public transportation
from all parts of the City, are per mitted the retail, service and
office uses characteristic of a central business dlstlict. In

addition to commercial activities. residential use above the

ground tloor 15 permitted and encouraved.  Within ring Afspviet

JVG LSy pr iy Fetainn/and/gnmha VI “L \ilm'j,‘u,ti) ridaf
LOIGE Y/ Leteatynad and’ cAGEUUGHEY ALOVIUE O/ CIA- W ] dd
Blindiitd d.m// AACHTIS A AV LG es/ol pritate Y yanmizGtiddal .
admidis At ve OTHCLE AndY falitiéal A42 (/u./C(ly, Ladnty Zaad

g ‘atf/,jd{; FOLIEUY / AOU AELS/ AT DA EI0HAY Ahd L0001 hA0L
POV GGy Y AR isEY UL 2B Y TG /NS R A
ATE O/ A0 H/m:od"/(u“olf(ﬂwm4 SARGALANEENSDY ¢ /ol
ACLTVIM &4 A ContbittAtdd/ No accessory off-street parking
is required in this district, and any off-street parking which
is provided is controlied as to the location, type and &itént
size of such facility biugbusd 6LY £641 so _as to reduce

'

congestion on streets within 11y A4 irislor i/sirbatd leading
to this district. All new cOIYSUAGUJE buildings and any major
alteration of an exterior building face must be approved by
the Plan Commission because of the commvmty's objective

to dérele}t /aud maintain WYY HSHYICY IS AV LOmALALY /il d
ALAYCTde /Gut\ut! Iy ANLLINGTS ) BLAAALL A/ Ed X eAniddily / Ay HgY ¢
RS /vy Loedigd An/ ediatible Arrhyddinehits/ /ydd/whiohe g
Lo/ Andy o1idgr the aesthetic qualities/dy'd HYeseyved/aud
Aaidéd of the district.®

Lot Area Requirenients. In the C4 district, AW/ IOV A 84

/lx,qm,muum, OOy G AL8Eviet /sU/dyply there shall be no
Jot arca requirements."

FASSY / AL/ Batidl ARG CH/ AISWALL ] ARG/ 106L/ A f ¢ /ads AlYall

MoVexceed/ 18/94 Height Regulations. In the C4 district, building
heights shall be limited by Section 28.04 (14) of this code and by the

following reuvuialions:

1.

2.

w

Buildings on zoning lots having street frontace on State Street

shall be not less than two (2) storles nor more than tour (4)
stories in helaht,

Buildings on zoninge lots havino street frontage on the Capitol

Square or on the Bast Washinoton, West Washinoton, Wisconsin

or Mopona Avenues and buildines on zoning lots frontine on

the Soutiicast side ol last and West Wilson Streets shall be not
less than thno (3) stories nor more than ten (lUJ stories in heigcht,
”lll](iln"“ on zoning lots in this district not b nmw 11011( e on anv

of the alorcnoniioncd strects shall Tave a maxinnin he wht ol e lwlu——

(8) s_tgxlcr.

Usable Open Space Requircments, In the C4 district, AR ASAADIA

Apvid Apacd reltpairinsdniy 08 o GV LS vIELA ,T(Jli/,mfyly there shall
be be prov ided a an”)ll’ open space of not less than one hundred (10 )

square teet tor cach dwe Hinge unit, ©
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3. Paragraph 4 of Subdivision (b) of Subscction (5) of Section 28.09 of the
Madison General Ordinances entitled "C4 Central Commercial District - General
Regulations" is hercby created to read as follows:

"4. Toinsure a variety of housing types in the central area, the following
point values are established.
Type of Dwelling Unit
or Lodeing Room Point Value

Lodging Room

Efficiency Unit

One Bedroom Unit

Two Bedroom Unit

Threec or More Bedroom Unit

WNo=oOoOOo

In any building, the average point value for all dwelling units
and lodging rooms shall be not less than 1.5."
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APPENDIX B
TRAFFIC AND PEDESTRIAN COUNTS

TRAFFIC PATTERNS AND PUBLIC PARKING
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With the reopening of the Capitol Square*
l «  Wednesday, molerists will discover several:
changes in the tralflc pattern, as shownon the **
A Arerer, nTe i e . map. "y
e e e £ wasmcron | [T ave First, the streets around the Square have
Lj N ""r"i!;ﬁ{ ol been reduced in width, resuliing in a single
lane f{or aulo traffic. On the store side, a wide -
" traffic Jane has been provided for buses and «
bicvclas. Autos are not allowed'in the lane ex- - - -
cept o pick up or drop off passengers or to’
make a right turn onto one of the avenue inter-
sections. £ .

Autos can enter the Square from any o the. .
three diagonal sireels — King, S. lHamilton
and N. Hamtlton — and from the four avenues .
— E. Washingion, W. Washinyton, Monona
and Wisconsin.

Autos can leave the Square only at one of
the avenues by weaving into the bike-bus lane
on the right side a half block before reaching
the avenue exit. 2% %

State St cannot be used for entering or .
Jeaving the Square.

The only parking on the Square will be on +
the Capitol side of the strecl and is reserved
for legislators .

However, on street parking is available on. *
all streets just off the Square and in the four
public ramps one block from cach corner of
\J the Square.

Motonsts traveling through central Madi- -
son are urged not to use the Square; they are
advised to use the outer ring of streets which
have been the “‘detour™ streets for several .
months.
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APPENDIX C

BUILDING FLOOR PLANS
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BASIC MODEL FOR RANKING ALTERNATE PROGRAM
SCENARIOS BY JUSTIFIED PURCHASE BUDGET

89

Rent/Unit

Rent/Unit

Rent/Unit

Number of Units

Number of Units

Number of Units

Potential

Gross Income

Default Point

Cash for Operations

X

1-Default Point

Equity Cash Margin

Vacancy Loss

-

Reserve for
Contingency

Cash Throw-0Off
(B/4 Tax)

Equity Cash Constant

=

Justified Equity
(B/4 Tax Effect)

+

=

, Operating Expenses ,

Capital Replacement ;

Real Estate Taxes ’

Cash Available |
for Debt Service i

Mortgage Constant

=

Justified Mortgage -

Total Justified
Project Budget

Construction Qutlays

=

Budget for Purchase




SCENARIO 1

DEMOLITION OF BUILDING FOR PARKING LOT

90

PROGRAM
Demolition of entire building
Leased parking provided for nearby businesses
2. REVENUE UNITS:
20 self-service stalls
3. CAPITAL OUTLAYS:
b
Demolition: 350,000 cu. ft.® @ $.15 cu. ft. $52,500
Fill: 1,500 cu. yd. @ $2.00 cu. yd. 3,030
Surfacing and striping: 8,712 sq. ft. @ $1/sq. ft. 8,712
Screening wall and plantings 3,960
$68,202
4, TPOTENTIAL ANNUAL INCOME:
20 stalls @ $30/mo. $ 6,930
Vacancy losses: $270 (based on 9 rental units
for 1 mo.)
5. PROJECTED ANNUAL EXPENSES:
Real estate tax (based on 807 of present assess-
ment of land value) $ 5,000
Mall assessment (based on amortization over 10
years @ 6%) 1,973
Operating expenses @ $5/mo./stall 1,200
$ 8,173
6. TERMS OF FINANCING:
25 yr., 9 3/4% mortgage constant = .106932
8Rounded from 335,544 cu. ft.
bIncludes wrecking building to 5 ft. below grade and removal
of debris.




SCENARIO 1

DEMOLITION OF BUILDING FOR PARKING LOT

91

e
R/U $30/month/stall R/U 1 R/U
X X + X
N/U 39 x 20
oI 6.930 DP 85 = Cash 5,890
. -
I-DP 15 OF 1,200
CM
1,040
CR 1,973
VAC 270 .
- RET 5 000
RES - ¢
<
CT CDS 5 983
770
B o Me .106932
= =
JE 15 gos + JM -21,350
. =
JPB - _ g 525
CO 68,202
BP  -76,727
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SCENARTO 2
- NEW CONSTRUCTION
1. PROGRAM:
Construction of a 3-story commercial building with surface
parking space (no basement)
2. REVENUE UNITS:
1st floor (66' x 72'): 3 retail stores (20' x 72")
2nd and 3rd floors: 10 offices (9,500 sq. ft. GLA)
10 parking stalls
3. CAPITAL OUTLAYS:
Demolition (350,000 cu. ft. @ $.15/cu. ft.) $52,500
Fill (1,500 cu. yd. @ $2.00 cu. yd.) 3,030
Construction:
1st floor (4,752 sq. ft. @ $20/sq. ft.) $142,560
2nd and 3rd floors (4,752 x 2 = 9,504 sq. ft.
@ $30/sq. ft.) 285,120
Full service elevators for 3 floors 40,000
Parking (3,960 sq. ft., @ $1.50/sq. ft.) 6,000
$529,210
4. POTENTIAL ANNUAL INCOME:
Retail stores (4,320 sq. ft. @ $6.00 sq. ft.) $25,9202
Office spaces (4,752 sq. ft. x 2 floors x .85) b
usable space 8,070 GLA @ $7) 56,490
10 parking stalls @ $240/yr. 2,400
$84,810
Vacancy losses:
1 store for 3 mo.: 1,440 sq. ft. @ $6 x .25 = $2,160
1 office for 6 mo.: 807 sq. ft. @ $7 x .5 = $2,825
$4,985
5. PROJECTED ANNUAL EXPENSES:
Real estate tax: (18% of gross rent) $15,266
Operating expenses: retail (15% of gross) 3,888
office (28% of gross) 15,817
parking $5/mo/stall ,600
. Special assessment 1,973
$37,544

6. TERMS OF FINANCING

25 yr., 9 3/4% interest, mo. payment loan, within
default point of 80%, mortgage constant = .106932

a . L1
Tenant provides utilities and interior maintenance.
bTenant provides own utilities; owner malntains common area.
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SCENARIO 2
NEW CONSTRUCTION
Retail Office Parking
R/U R/U arking
R/U$6.OO/SG. ft, / $7.00/sq., ft. stalls $20/mo.
X X X
N/U 4,320 sq. ft. N/U 8,070 sq. ft. N/U 10 stalls
-~
GT 84,800 DF .80 Cash 47 848
b3 -
1= .20 OE 50,305
ECM 16,962
CR 1,973
VAC 4,985 N
- RET 15,266
RES + 2,550
=
4 CDS 30,304
9,427
EC o8 MC 106932
= n
JE IM
117,838 * 283,395
JPB
401,233
€O 529,210
BP 197,978
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SCENARIO 3

MINIMUM RENOVATION

PROGRAM:

Minimum renovation for occupancy permit
REVENUE UNITS:

3 retail units; 17,400 sq. ft. GLA
CAPITAL OUTLAYS:

Roof refinishing

New rear exit door

Exit lighting

Miscellaneous
POTENTIAL ANNUAL INCOME:

17,400 GLA @ $3.00/sq. ft.

Vacancy losses:

1 store vacant 3 mos.

7,788 sq. ft. x 3 x .25 = $5,841

PROJECTED ANNUAL EXPENSES:
Real estate taxes (18% of gross rent)

Special assessments
Operating expenses (15% of gross rent)

TERMS OF FINANCING

20 yr., 9 3/4% interest, mortgage constant

$4,000
400
400
1,100
$5,900

$52,200

9,396
1,973a

7,830

$19,199

*  @Tenant pays utilities and maintenance
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SCENARIO 3
MINIMUM RENOVATION
RV $3.00/sq. ft. !
X + X X
N/U 17 400 sq. ft. l
2
cI 52,200 x|DP Cash 44,370
X -
1-DP 15 OE 7,830
ECM
7,830
CR 1,973
VAG 5,841 g
|
- RET 9,396 i
RES 1,320 .
cDS 25,171
CT 669
i
EC .10 MC .11382 |
= =
o 6,690 t IM 221,147
o 1

n

JPB 227,837

co 5,900

]

BP 221,937
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SCENARIO 4
MODERATE REMODELING

1. PROGRAM:
Subdivision of l1lst floor into 3 retail spaces and remodel
2. REVENUE UNITS:

3 retail stores; 7,068 sq. ft. GLA
1 retail store; 4,570 sq. ft. GLA

3. CAPITAL OUTLAYS

Same as in Scenario #3 $ 5,900
Retail space: 7,068 sq. ft. @ $8.00 sq. ft.
(includes barrier-free bathrooms in each

store and store front remodeling) 56,544
$62,444

4. POTENTIAL ANNUAL INCOME

Retail units: 7,068 sq. ft. @ $6.50 sq. ft. 845,942
Basement: 2,904 sq. ft. @ $3.00 sq. ft. 8,712
$54,654

Vacancy losses:

1 store vacant 3 mos.

2356 sq. ft. * 6 x .25 = $3,534
Basement vacant 3 mos.

2,904 sq. ft. * 3 x .25 = $2,178

$5,712
5. PROJECTED ANNUAL EXPENSES
Operating expenses:

Retail space (15% of gross rents) $ 7,6682
Real estate taxes (187 of gross rents) 9,202
Special assessment 1,973

$18,843
6. TERMS OF FINANCING

20 yr., 9 3/4% interest, mortgage constant = .11382

4Tenant pays utilities and maintenance.
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SCENARIO 4
 MODERATE REMODELING
R/U $6.50/sq. ft. R/U$3.00/sq. ft.
X X X
N/U 7,068 sq. ft. NU 9 904 sq. f.
=2
GI 54,654 DP 80 Cash 46,456
b 3 —-—
1-DP ) ]
- 15 OF 7,668
»
ECM
8,198
? CR 1,973
VAC -
5,712
RET
- 9,202
RES
*2,000 -
DCS 27,613
CT 486
EC .10 MC .11382 j
= =
JE 4,861 + M 242,601 _J
JPB 598,138
€O 262,654
BP
265,484
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- SCENARIO 5
TOTAL REMODELING
PROGRAM:
Subdivision of 1st floor into 3 retail spaces and remodel
Remodeling of 2nd floor and convert to office space
Renovation of basement at 17 East Main Strecet
REVENUE UNITS:
3 retail stores: (2,320 sq. ft. + 2,560 sq. ft. + 2,560
sq. ft.) .95 = 7,068 sq. ft. GLA
2 office areas: 7,928 sq. ft. x .85 = 6,740 sq. ft. GLA
5,376 sq. ft. x .85 = 4,570 sq. ft. GLA
CAPITAL OUTLAYS:
New roof: 8,184 sq. ft. * $125/100 ft. $10,230
Repairs required in Scenario 3 1,900
Stairway to second floor 3,200
2 hr. fire enclosure for furnaces on 2d floor
1,088 sq. ft. @ $2.50 sq. ft. 2,720
2 hr. fire door for enclosure 400
Full-service elevator for 3 floors 50,000
Office space: 2d floor, 6,740 @ $15 sq. ft. 101,100
basement, 4,570 @ $ 8 sq. ft. 36,560
Retail space: 7,068 @ $8 sq. ft. 56,544
(includes bathrooms in each store and
foyer remodeling)
$262,654
POTENTIAL ANNUAL INCOME:
Retail units: 7,068 sq. ft. @ $6.00 sq. ft. $42,408
Office: 2d floor 6,740 sq. ft. @ $7.00 sq. ft. 47,180
basement, 4,570 sq. ft. @ $4.00 sq. ft. 18,280
$107,868
Vacancy losses:
1 store vacant 3 mos.
2,356 sq. ft. $6.00 sq. ft. x .25 $3,534
1 office suite vacant 6 mos.
. 670 sq. ft. x $7.00 sq. ft. x .5 $2,345
$5,879
PROJECTED ANNUAL EXPENSES:
Operating expenses: :
Retail space (15% of gross rents) $ 6,36l§
Office 2d (28% of gross rent) 13,210
Basement (15% of gross rent) 2,7422
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Total Operating expenses:

Real estate taxes (15% of gross rent)
Special assessment

TERMS OF FINANCING:

25 yr., 9 3/4% interest, mortgage constant = .106932

99

$ 22,313

$ 19,828
1,973
§ 44,114

IR gl SN A N

a
Tenant pays utilities and maintenance
brull service
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SCENARIO 5

TOTAL RENOVATION

100

R/U  Retail ' {R/U Office R/U Office
$6.00/sq. ft. J $7.00/sq. ft, 84,50 sq, ft,
X -+ X X
N/U 7 068 sq. ft. N/U 6 740 sq. ft. N/U- 570 sq. ft.
=
GI 107,868 X | pp i Cash 86,294
X -
* OE 22,313
1=FP 9 ’
’ -
LCM
21,574 = 55
VAC 5,879 =
RET ]
- 19,828 ;
RES 5,000 i
CDS 42,180 }
CT 10,695
EC MC |
.08 .106932 ;
= E-Y
JE  133.682 + JM 394,456
- =
JPB
528,138
co 262,654
BP 265,484
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SCENARIO 6
- TOTAL REMODELING
PROGRAM:
Subdivision of 1lst floor into 3 retail spaces and remodel
Remodeling of 2d floor for apartments
Renovation of basement at 17 East Main Street
REVENUE UNITS:
Retail: 1st floor 3 stores 7,068 sq. ft.
basement 5,376 sq. ft. x .90 = 4,838 sq. ft.
Apartments: 2d floor 2 l-bedroom units
CAPITAL OUTLAYS
‘New roof: 8,184 sq. ft. x $125/100 sq. ft. $10,230
2 rear exit doors 400
Exit lighting 400
Stairway to 2d floor 3,200
Retail space 11,906 ft. @ $8 sq. ft. 94,248

(includes bathroom in each retail area and
partition of larger space)
Apartments 6,544 sq. ft. @ $30 sq. ft. 196,320
(includes reconstruction of five front windows,
facade removal, relocation of furnaces to base-
ment area with 2 hr. fire enclosures and roof

repairs)
Stairwell to roof , 1,600
Roof deck 100 sq. ft. for 2 units 1,000
200 sq. ft. @ $5/sq. ft.
$308,898
POTENTIAL ANNUAL INCOME:
Retail space:
1st floor 7,068 sq. ft. @ $6.00 $42,408
basement 4,838 sq. ft. @ $4.50 21,771
Apartments:
2 2-bedroom 3,270 sq. ft. $900/mo. 21,600
$85,779

Vacancy losses:

1 apartment 3 mos. $2,700
1 retail area 6 mos. $2,345
$5,045
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5. PROJECTED ANNUAL EXPENSES:
Operating expenses:

Retail space (15% of gross rent) $9,627§
Apartments (15% of gross rent) 3,240
- $12,867
Real estate taxes (187 of gross rent) $15,440
Special assessment 1,973
‘ $28,307

6. TERMS OF FINANCING

25 yr. 9 3/47 interest, mortgage constant = .106932

aTenant pays utilities and janitorial services.

brenant pays utilities (separate electric meters--all electric
units including heat).
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SCENARIO 6
TOTAL RENOVATION
R/U Retail R/U Office R/U  Apartments
$6.00/sq. ft. $4.50/sq. ft, 2 @ $900/mo.
X X X
N/U 7,068 sq. ft. N/U 4,838 sq. ft. N/U 2 x 12
=
Gl 84,779 bE .80 Cash 68,623
® -—
=
ECM 17,156
, CR 15,440
VAC 5,045 N
- RET 1,973
RES 5,000
-~
- ]CDS 38,343 J
C 7,111
- ]
EC 08 MC .106932 J
== k <%
JE IM '
88, 885 + 358,574 ‘
JPB
447,459
co 308,398
BP 139,061
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APPENDIX E

MINITAB OUTPUT
REGRESSION ANALYSIS
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MINITAB OUTPUT
REGRESSION ANALYSIS
we HISTN C2 = X = weiphted point score
MIDDLE OF MUMRFR OF
INTFRVAL NORSERVATIONS
1,8 1 *
2.0 | *
el 0 '
2.4 0
206 1 w
28 1 *
3,0 2 * %
3,2 ! *
3.4 0
3,6 0
3,8 0
4,0 ° *
THE REGRESSION EAUATION IS
Y = = 12,82 + 19,22 X
sT, DEV, TwRATIN =
COLUMN COEFFICIENT OF COEF, COEF/S,0,
- «12,R2 7.82 1,64

X1 c2 19,22 2.6 7,35

TRE ST, DEV, COF Y AROUT REGRESSION LLINE IS

§ = S5.63

WITH e 2) = 7 DEGREES NF FREEDOM

RwSQUARFD = A8,5 PERCENT
ReSQAUARED = 86,9 PERCENT, ADJUSTED FOR D,F,
ANALYSIS OF VARIANCE

DUE TO nF $S MS=SS/DF
REGRESSTON | 1710,9 1710,9
RESIDUAL 7 ‘ 221,5 31,6
TOTAL 8 1932,4

L «1"Wehﬁnedv p_ PRED, Y  ST,DEV, :

ROW c2 VAL UE PRED, Y RESTDUAL  ST.RES.
| 2.70 aa s 19,1 2,0 9,7 1,85
2 4,00 65,2 hU,l 3,4 1,1 .25
3 2.50 32,0 35,2 242 3,2 . b1
4 2,90 37,3 42,9 1,9 5,6 ! ,06
5 3!_.90 40,9 44,8 1,9 3,9 RN by Q7u .
6 2,00 21,R 25,6 3,0 “3l,8 ., 81
7 4,00 61,7 6l 1,4 2,8 Y
8 1,85 25,0 22,7 3,3 2,3 so
9 3,20 55,0 uB,7 2,0 6,3 1.20
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= PLOT C18 C2
€18 = Residual errors
2 U0+

1,60+ weighted point scores

+---.u--¢~+u-¢--q.n-¢---n-u---6-0------0-4-”-..-----*6'

1.80 . 3.00 a.ao

The random distribution of the residual errors about 0 indicate that
the weighted point scores acted independently of each other in their effect
upon the dependent variable, price per foot of the 1lst floor GLA.
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