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LETTER OF TRANSMITTAL
File #10519

September 17, 2019
Matt Glaesman, City Planner
C/o City of St. Cloud
400 2nd Street South
St. Cloud, MN 56301
Re: Real Estate appraisal of the St. Cloud City Hall property located at 400 2nd Street
South, in St. Cloud, Minnesota.
Dear Mr. Glaesman:
As you requested via an email dated August 12, 2019, I have personally inspected the
captioned property and completed an appraisal of the real estate. My appraisal is
effective as of August 15, 2019, which is one of the days I inspected the subject
property.
This is a complete real estate appraisal which is presented in a summary format. The
reader is advised that there may be additional information in my file memorandum which
lends support to my value estimates, but the information which is directly pertinent to
the appraisal process is contained within the covers of this appraisal report.
The subject site is situated within the downtown area of the City of St. Cloud, at the
southwestern corner of Division Street (MN Highway #23) and 4th Avenue South, within
Stearns County, Minnesota.
This appraisal is subject to the Assumptions and Limiting Conditions which are
contained within this document.
As a result of my investigations and analysis I have estimated the market value of the
real estate at this property, as of August 15, 2019, to be:

TWO MILLION THREE HUNDRED THOUSAND DOLLARS
($2,300
($2,300,000
2,300,000)
,000)
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The appraisal is intended to meet the requirements of the Uniform Standards of
Professional Appraisal Practice (USPAP) and the requirements of the Code of Professional
Ethics and Standards of Professional Appraisal Practice of the Appraisal Institute.
If there are questions after you have read the report in its entirety please contact me.
Thank you for the opportunity to complete an appraisal in this matter.
Sincerely,

Mike Amo, MAI
MN Certified General Real Property Appraiser #4000495
Expires August 31, 2021
320-282-1961
valueamo@gmail.com

3

TABLE OF CONTENTS
INTRODUCTION
Title Page --------------------------------------------------------------1
Letter of Transmittal -----------------------------------------------------2
Aerial & Building Close-up Photographs-------------------------------------5
Summary of Salient Facts & Conclusions-------------------------------------8
Limiting Conditions and Assumptions --------------------------------------10
Scope of Work ----------------------------------------------------------11
Effective Date of Appraisal ------------------------------------------------12
Definition of Market Value ------------------------------------------------12
Competency Statement---------------------------------------------------12
FACTUAL DATA
Legal and Public Record Data----------------------------------------------14
Easements and Encroachments --------------------------------------------15
Property Sales History ----------------------------------------------------15
Area/City Data----------------------------------------------------------15
Neighborhood Data------------------------------------------------------18
Site Description ---------------------------------------------------------19
Photographs ------------------------------------------------------------20
Building Description------------------------------------------------------34
Effective Age ------------------------------------------------------------38
DATA ANALYSIS AND CONCLUSIONS
Analysis of Highest and Best Use------------------------------------------ 39
Land Valuation ---------------------------------------------------------43
Sales Comparison Method ------------------------------------------------55
Income Capitalization Method ---------------------------------------------63
Correlation and Final Conclusion of Value -----------------------------------71
ADDENDA
Certification of the Appraiser ---------------------------------------------72
Qualifications of the Appraiser --------------------------------------------73

4

GOOGLE EARTH PHOTO OF ST. CLOUD CITY HALL PROPERTY

5

AERIAL PHOTO DEPICTING LOCATION OF THE ST. CLOUD CITY HALL FROM CITY GIS 2018

6

GROUND PHOTO OF CITY HALL FROM THE SOUTHEAST PARKING LOT

7

SUMMARY OF SALIENT FACTS AND CONCLUSIONS
Identity of the Subject: The subject of this appraisal is the St. Cloud City Hall property
which includes approximately 2 acres of land area as well as a two and three story
masonry and brick office building which was renovated and converted from an
elementary school into city hall during 1982 and 1983. A recently completed
engineering analysis of the property indicates that the building contains 57,070 square
feet of gross area, to include 44,970 square feet on the main and upper floors. The site
contains an asphalt parking lot which has 162 stalls including 5 handicap stalls. The
property is located at 400 2nd Street South, situated between the SCSU campus and the
downtown central business district of St. Cloud.
Effective Date of Value: The property is appraised as of August 15, 2019, which is the
date I photographed and inspected the site and improvements. The appraisal was written
from August 19th through September 17th, 2019.
Highest and Best Use: The estimated Highest and Best Use, as if vacant and as
improved, is for downtown commercial use; specifically for mixed office and
commercial/retail, related uses.
Building Description: This structure is a brick, glass and masonry office with three
stories on the main structure (36’ high), two stories within the second area which
contains the council chambers and some of the engineering area as well as mechanical
and storage areas; and an 18’ high south entry addition with a glass and metal atrium.
The original building was erected during 1930 and renovated and enlarged with the
atrium during 1982 and 1983. The structure is classified as Type II-B construction, or
unprotected non-combustible. Although the building is erected with non-combustible
materials, these materials have no fire resistance. The Marshall Valuation Cost Service
manual indicates the building to be priced, new, within Section 15, on page 17, as of
November of 2015. The cost manual prices the building as an Average Class B Office.
An original high school, junior high and later an elementary school, the building was
renovated and converted to city hall during 1982/1983 by the City of St. Cloud using
Conlon Construction as the primary contractor.

Site Description: The site is approximately 264 feet wide, east to west, by 330 deep
north to south, for a total gross area of 87,120 square feet, more or less. The lot is at a
corner position with 4th Avenue South to the east, Highway #23 to the north, 5th Avenue
to the west and 3rd Street South to the south. The site fronts Minnesota Highway #23 by
approximately 264 feet. The lot is level and is served by a storm drain system, city water
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and sewer, natural gas, underground telephone and electrical services, street lights,
concrete curb and gutters, and public sidewalks on all sides.
Zoning: Per assessment records, the site is within PUD 105, wherein city hall or public
office and service use is legal and permissible. If the site were to be developed it would
require a review of zoning and potential uses and designs. The current use on the site
has a building coverage of 19,460 square feet and a total hard surface coverage on the
site of 92.5%.
Rights Appraised:
Appraised:
The rights appraised are the fee simple interests in the real estate only. The property is
owner-occupied and not rented or leased to another party. Fee simple is defined within

The Dictionary of Real Estate Appraisal, Fourth Edition, page 113 as follows:
“Absolute ownership unencumbered by any other interest or estate, subject only to the
limitations imposed by the governmental powers of taxation, eminent domain, police
power, and escheat”.

INDICATIONS OF VALUE VIA APPRAISAL METHODSMETHODS-AUGUST 15, 2019:
2019:
COST METHOD INDICATION:

Considered but Not Applied

VACANT LAND VALUE ESTIMATE:

$1,916,000

SALES COMPARISON INDICATION:

$2,250,000
$2,250,000

INCOME CAPITALIZATION INDICATION:

$2,325,000
$2,325,000

ESTIMATED CORRELATED VALUE:

$2,300,000
$2,300,000

ON A PER SQUARE FOOT OF UPPER FLOOR AREA BASIS: $51.15
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LIMITING CONDITIONS AND ASSUMPTIONS
This appraisal is made subject to the following limiting conditions and assumptions:
1.

Unless specifically stated otherwise in the report, the appraisal is made in fee simple, assuming a marketable title. No

title search has been made and the appraiser assumes no responsibility for the quality of the title or for other matters which
are legal in nature.

The appraiser has made no survey, and appraisal sketches furnished are designed to show

approximate dimensions and are only intended to aid in visualization of the property. No scaling of any dimensions not
shown on sketches should be attempted.
2.

Disclosure of the contents of the appraisal report is governed by the By-Laws of the Appraisal Institute.

“That neither all, nor any part of the content of the report, or copy thereof, (including the conclusion of value, identity of the
appraiser, reference to the designation, or the Appraisal Institute) shall be used by anyone other than the client specified in
the report, or mortgagees, consultants, governmental bodies, commissions, courts, and professional appraisal
organizations, without the express consent of the appraiser, nor shall it be conveyed by anyone to the public through the
various news media or public relations media, without the express consent of the appraiser”.
3.

Information furnished by others, including the size of the site, size of and various deficiencies within the

improvements, as well as legal and public record data, is assumed to be valid, but is not guaranteed by the appraiser. I
mentioned earlier in this report that I was unable to view all floors and areas within this building. I did read and place
reliance upon the September 7, 2018 Saint Cloud City Hall Building Assessment report completed by GLTArchitects, a copy
of which is contained within my file memorandum.
4.

By reason of the appraisal, the appraiser is not committed to give testimony in court or appear before any commission

or other review panel unless other arrangements are made for such appearance. You stated at the time of my engagement
that I would not be required to address any internal review or appear before any council or board to defend this appraisal
conclusion without payment of additional fees.
5.

The allocation of value between land and improvements (if applicable) applies only under the existing program of

utilization. The separate values for land and improvements are not valid if used in conjunction with any other appraisal or in
any other actual or proposed program of use for the subject property.
6.

The value estimate measures the most probable price for the property, but no guarantee as to future price is implied

or warranted.
7.

The fee for this appraisal is for appraisal services rendered and is not contingent upon the value reported or upon the

use to which the report is put, and is due upon receipt. Acceptance of the report is taken to imply your agreement to pay the
fee promptly, unless other payment agreements have been agreed upon.
8. Unless otherwise stated in this report, the existence of hazardous materials, which may or may not be present on this
property, was not observed by the appraiser. I have been made aware of the possible presence of a buried 10,000 gallon
fuel oil tank which may be situated along the western side of the building. A letter which was written from the fire inspector
to the City Engineer on June 18, 2008 expresses the belief that the tank still exists under the building. I am completing this
appraisal under the Hypothetical Condition that the tank is not present for purposes of estimating the current market value
of this property. This hypothetical condition is contrary to what is known by the appraiser to exist on the date of valuation,
but is used for purposes of analysis. The value is predicated upon the assumption that there is no contamination on or in
the property that would cause a loss in value. No responsibility is assumed for such condition, or for any expertise or
engineering knowledge required to discover them. The client is urged to retain an expert to complete an environmental
assessment prior to purchasing or financing this property.
9. You are further advised that an appraisal is an opinion and it does not constitute a guarantee that the property will sell
for the appraised value. Property management, highest and best use possibilities, differing motivations of buyers and
sellers, salesmanship, information which may or may not be presented to the buyer and the differences in the way a
property is presented may change the price dramatically. This appraisal represents my opinion of value based upon the facts
known to me on the date of the appraisal.
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SCOPE OF WORK
Identity of the Appraisal Problem/Intended
Problem/Intended Use & User
This appraisal is completed with the intention of estimating the market value of the
property as of August 15, 2019 for internal purposes for the city management. I viewed
the property on August 14 and 15, 2019. The intended user is the City Planner, Matt
Glaesman or his assigns within city management. The intended use of this appraisal is to
estimate the market value of the property for internal decision-making purposes. This
appraisal is not designed to be utilized for public dissemination, mortgage financing
purposes or any appeal or public-related use. The appraisal problem to be solved is to
value the real estate in its “as is” condition and configuration as of the date of appraisal.
I viewed the improvements accompanied during the initial inspection by Lee Gladitsch,
the Chief Building Official for the City of St. Cloud. We discussed the physical
characteristics of the property as well as deferred maintenance and walked around and
within the building. Next, I was escorted on another more detailed inspection through
the interior and exterior of the property with Mike Verkinnes, the building maintenance
manager who is familiar with the mechanical and structural portions of the facility. As I
completed these inspections, I photographed various elevations of the exterior and
completed some interior photography at the property.
The next step in the appraisal process was to complete a search for land sales, building
sales, listings and rental data as part of my appraisal analysis. I briefly interviewed the
City Assessor regarding the current market and trends in the downtown business district
and discussed recent land and office building sales.
After the viewing I continued the appraisal process by examining the neighborhood and
overall trends in the marketplace. Research into sales and value trends and other
typical factors which play a role in the appraisal process were completed. I commenced
the valuation process and considered all three of the conventional methods of valuation.
In the final analysis, the Cost method was not applied because of the age of the
improvements. The Sales method and the Income Capitalization approaches to value
were applied within this report. Due to advanced age of the improvements and presence
of various types of depreciation I do not believe that the Cost method is as reliable as
the other two methods so I did not complete the Cost Method in this appraisal. I did
estimate the land value at the property, a necessary step for completing a highest and
best use analysis and I use the land value in the comparative analysis within the Sales
Method.
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This appraisal report contains the bulk of the information and rationale utilized to arrive
at a supportable value estimate.
Type and Definition of Value:
The type of value sought is market value. Market Value is defined within the Dictionary of

Real Estate Appraisal, Forth Edition, Appraisal Institute, page 177 via several definitions. I
will use the definition which contains the most widely accepted components, as follows:
“The most probable price, as of a specified date, in cash, or in terms equivalent to cash, or
in other precisely revealed terms, for which the specified property rights should sell after
reasonable expose in a competitive market under all conditions requisite to a fair sale,
with the buyer and seller each acting prudently, knowledgeably, and for self-interest, and
assuming that neither is under undue duress”
Effective Date of Appraisal:
The effective date of the value estimate is August 15, 2019.
Competency Statement:
The subject of this report is the city hall building with an attached lower level council
chambers as well as basement level mechanical areas.
The Uniform Standards of Professional Appraisal Practice (USPAP) require the appraiser
to possess the knowledge and experience to complete the appraisal assignment
competently, gain competence via education, or associate with someone who is
competent. I believe that I possess the level of experience and competence to solve this
appraisal problem. Please refer to the Qualifications of the Appraiser page which is
located at the rear of this report to view details of my qualifications. My reasons for
declaring competency to appraise this property include the following:
1. I have practiced as a full-time commercial appraiser in the Greater Minnesota
market for 36 years and in fact was a founder and co-owner of St. Cloud
Appraisal for twenty-four years. I am familiar with the market in St. Cloud and
was an office-owner for over 25 years within the city.
2. For many years I completed appraisers for the city on eminent domain and
roadway acquisition projects, rendering me competent to continue to complete
appraisals in this market.
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3. I have appraised several office buildings in the city, including the Norwest Center,
U.S. Bank Building, INH building, St. Cloud Bank building, Cold Spring Granite
building and over a dozen other properties in the city.
4. The subject building is very familiar to me as I was the City Assessor at the time
the building was purchased and renovated. I designed the assessor’s office
layout as well as assisted with the implementation of the telephone system in city
hall as additional duties when I was city assessor (I was city assessor beginning in
1980. I resigned and entered private practice in 1983). I resided in the third floor
city assessor’s office for the first year after this building was occupied as city hall.
I was present during the time the building was renovated on nearly a daily basis
and have visited the building dozens of times since then in my capacity as a
practicing appraiser.
I resided in Central Minnesota for thirty-five years. My career in appraisal includes
holding the positions of Morrison County Assessor and the St. Cloud City Assessor.
During the past thirty-six years I have practiced as a commercial and industrial fee
appraiser in an eight state area with a concentration of appraisal assignments in the
Central Minnesota area. During these past few decades I have appraised several
downtown parcels including retail properties, offices and vacant commercial land. I am
aware of the market influences which affect this type of property and monitor the market
on a day to day basis to hone my appraisal skills.
Appraisal Purpose and Intended User:
User:
This appraisal was ordered by Matt Glaesman, St. Cloud City Planner. The appraisal
report will be used to assist in estimating the value of this property for internal decisionmaking purposes.
I have written this report in a format and content intended to make the appraisal process
understandable and clear to the reader, with emphasis on Matt Glaesman as the
intended user. I have attempted to place the most relevant data and analysis within the
body of this report to enhance the ability of Mr. Glaesman to understand the appraisal
process. Consequently, I have not cluttered the report with detail about the city and
region, building construction details or neighborhood influences, but I have considered
those factors in my appraisal analysis. I also took note of and considered the document

Saint Cloud City Hall Building Assessment which was prepared for the city by
GLTArchitects in September of 2018 to identify deficiencies at the city hall property.
That document was made available to me by the client and is residing within my file
memorandum.
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In this appraisal I have completed a brief highest and best use analysis. Following this
analysis I considered but did not apply the Cost Method. I completed a land value
analysis to assist in the comparison process. Next, I completed the Sales Comparison
Method, and finally, the Income Capitalization Method. I place less reliance on the
Income Method as this is a single-tenant building and would not typically be leased with
the intent of utilizing the property as an income-producing entity. In terms of the Cost
Method, the building is an older structure with various amounts of physical and
functional obsolescence leading me to believe that the Cost Method requires too much
judgement on the part of the appraiser to place confidence on its result. I considered
the cost method, but did not apply it directly in this appraisal document.
This appraisal report represents a summary of my rationale and conclusions and is
believed to report at the level necessary to meet the needs of the client identified as the
intended user for the intended use.
FACTUAL DATA
LEGAL AND PUBLIC RECORD DATA
Owner of Record: City of St. Cloud
400 2nd Street South
St. Cloud, MN 56301
Assessor’s PIN #: 82.52875.0200

Assessor’s 2019 Estimated Market Value:
Land:

$ 830,000 ($9.53 per square foot)

Improvements:
Total

1,940,000
$2,770,000 ($142.45 per square foot of main floor area)

Property Taxes, Payable 2019: Exempt, public property
Legal Description:
Description
According to City tax records the subject abbreviated legal description is as follows:
All of Block F, Wilson Survey Addition to the City of St. Cloud, Stearns County, Minnesota.
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Flood Zone Consideration:
Consideration
The site is not within a HUD identified flood zone according to the City of St. Cloud
Planning Office. There is no history of flooding in this area and no evidence that there
are areas on the site which retain standing water. The site is fully served by the City
storm drain system, with catch basins on the site and adjacent City Streets.
EASEMENTS AND ENCROACHMENTS
Inspection of the site perimeter does not reveal the presence of encroachments, but I am
not a surveyor and would advise any potential purchaser to have a survey completed on
this site prior to purchasing. I believe that the subject site has gross easements
allowing public and private utilities to serve the property. The normal and typical
zoning requirements apply to the subject and I do not see evidence of encroachments to
this site.
FIVE YEAR PROPERTY SALES HISTORY
This property has been under the ownership of the City of St. Cloud since 1981 and
there is no history of a sale or transfer since that time. The site and building have been
continuously occupied as City Hall since that time. To my knowledge the subject is not
currently for sale and there are no pending options or agreements to sell this property.
Area, City Data:
The St. Cloud area is a community located about sixty-five miles north and west of
Minneapolis. The “community” consists of St. Cloud City and the adjacent cities of Waite
Park, Sartell, and Sauk Rapids. These cities along with adjacent townships and the City
of St. Joseph, have an overall population in excess of 180,000 residents. St. Cloud City
proper has a population of just over 66,000 residents.
St. Cloud has been successful in the past at attracting and retaining businesses and
residents due to its’ centralized location in Minnesota and the fact that it is a
transportation crossroads for Greater Minnesota. Interstate 94, which connects the Twin
Cities to Fargo/Moorhead, travels along the south and west sides of the community.
U.S. Highway #10 traverses the eastern edge of the City and commences north and west
from the Twin Cities, through St. Cloud and up to Fargo. Minnesota Highway #23
bisects St. Cloud and Waite Park east to west and connects from Sioux Falls up to
Duluth, passing through Marshall, Willmar, Paynesville, Cold Spring, Foley, Milaca, Mora,
etc. Because of this centralized and accessible location, St. Cloud has been a popular
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location for residents seeking employment, shopping, medical services and recreational
opportunities. It is also a great spot for sporting events and conventions, group
meetings, shows, etc.
Anchoring the community is a VA Hospital, a large medical campus at CentraCare and St.
Cloud Hospital, over two million square feet of retail space, St. Cloud State University,
Rasmussen College, a beauty college, modeling school, a large community and technical
college and a public school system. Nearby, in St. Joseph City, the College of St.
Benedicts shares a place in the upper end of academics along with St. John’s at
Collegeville.
The nation and local area suffered from a recession during the period from 2007
through the early years after 2010. Finally, in 2015, there were minor signs of relief to
the recession in St. Cloud and more notably in other parts of Minnesota. Some small
niches such as rental housing have retained demand and are still increasing in value, but
most commercial property types are at least holding onto value instead of slipping
annually. Home sales are increasing in price and volume at the present time. The July of
2019 St. Cloud Area Association of Realtors reports the one year change in closed sales
is up 27.1% since the sales one year ago and the price is up 10.4%. The average sale
price is $216,012, up 5.1% over one year ago. The demand for homes still remains
seasonal, with early spring and fall the best time to sell and buy.
The subject is on the southeastern sector of the downtown business district, situated
between the SCSU campus and the CBD, adjacent to and south of the heavily travel
Division Street (MN Highway #23) which carries an average daily traffic count of just over
31,000 as of 2017.
Population is increasing at a moderate rate, thanks in part to immigrations into the area.
Employment is available and the unemployment rate (at 3.3%) is near the Minnesota
average. Unemployment is down nationwide, so St. Cloud does not have a monopoly on
low unemployment. As of November of 2019 the Electrolux plant (City’s 8th largest
employer) on 8th Street North will be closing completely after a staged draw-down of
workers during the past several months, so the economy is still fragile in some sectors.
Electrolux represents about 17% of the city’s 5,300 manufacturing jobs.
St. Cloud is located along the east and west banks of the Mississippi River, within
Stearns, Benton and Sherburne Counties. The subject site is about one block west of the
river. Access to the City is good from all directions and because of the location near the
heart of Minnesota the city is often the clear choice for meetings, conventions, sporting
events, etc. The subject is within the Stearns County portion of the City and the Stearns
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County Courthouse is also downtown, about four two blocks north and west of the
subject.
St. Cloud has a core of governmental, legal, office, entertainment and financial
businesses located within the central business district. The SCSU campus is also along
the west bank but is south of the CBD and a few block south of City Hall. Older
residential areas dominate to the southwest, northeast and north from the CBD and the
St. Cloud Hospital is situated north of the downtown and along the Mississippi River,
several blocks to the north. Near the subject, governmental, specialty retail, and
entertainment businesses dominate the neighborhood. There has been very little private
development activity in the downtown area; most development has occurred due to
government stimulation, with taxpayer support.
A modern street maintenance facility is situated in the southeastern corner of the city.
Several fire halls serve the community and the police department is housed in their
newer station on the western fringe of the downtown area.
Overall, St. Cloud City is maturing and reaching the stage of development referenced as
stability, moving to decline and also into renewal. Although there is no evidence of
blight or major vacancy along Division Street, one does see vacancy in the upper floor
areas of the older downtown retail buildings as they were never renovated or brought up
to code compliance. Renters desire parking near their apartments and the downtown
area lacks adequate parking for a residential downtown core. The few new buildings
which have been added to the downtown area within the past ten or fifteen years have
either been government structures or development assisted by government agencies.
Many downtown tenants tend to be government-supported entities such as theatre arts,
transit agencies, housing agencies, development commissions, etc. There is a good core
of legal and financial occupants downtown to stabilize the neighborhood. Demolition of
existing buildings is required to obtain land in the downtown area, so land sales
evidence is nearly non-existent.
City utilities and streets are continually being renovated and extended and the city
operates a sewage disposal plant which provides service to nearly all of the surrounding
communities. There is adequate infrastructure for several years of growth and the
transportation corridors are planned for expansion and upgrading to accommodate the
anticipated growth in homes, residents, businesses and students. The area road and
bridge system is planned for gradual upgrades or replacement.
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Neighborhood Data:
The subject is situated in the St. Cloud Central Business District (CBD) and as such the
neighborhood is 100% improved with offices, banks, bars, restaurants, retail stores and
small shops and parking lots. The boundaries of the downtown are generally as
follows:
North: BNSF Railway
East: Mississippi River
South: Division Street or Highway #23 (subject is adjacent to this south boundary.)
West: 13th Avenue North, to include the library.
To the west and southwest one finds uses such as the Chipotle restaurant, the 6th
Avenue retail and service center, a residential building and a newer campus-related
retail and housing structure. Across the street to the north there are restaurants and the
Metro Transit terminal as well as the Wells Fargo Bank and office tower. To the
northeast are a bank and motel and the St. Cloud Convention and Meeting center. To
the east one finds older student lodging facilities and on the bank of the Mississippi
there is the Bishop’s residence, a local architectural landmark. Across 3rd Street and
south is a church which is slated for eventual demolition and conversion to either
parking or office use. The main campus of SCSU is situated south of City Hall and along
the river for about eight or ten blocks. I have lived in this city and worked for over
thirty-five years and have observed several injections of public money and energy into
revitalizing the CBD with only partial success. Now, more than ever, patrons desire
parking spaces so they can drive up and shop or dine. Competition for these services is
stiff from the west end of the city and along the nearby Division Street. The mainstays
of the downtown area are the presence of the government center, an entertainment
district, convention center and the financial sector, which act to create and sustain
demand for real estate in the CBD. The nearby SCSU campus also stimulates the CBD
economy and supports an active food and entertainment district which is beneficial to
the value of the subject site if it were utilized at its highest and best use. SCSU has been
diminished in size within the past decade so its influence on the city is not quite as great
as it was a decade or two ago.
The subject’s neighborhood is nearly 100% built-up and any new construction is a result
of demolition of older buildings. Lot sales have tended to include older buildings and
prices are very high by comparison to other areas of St. Cloud City.
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Site Description:
This site consists of 87,120 square feet of central business district land situated on the
south side of Division Street and north of 3rd Street North, within the southeastern sector
of the downtown business district. The site fronts MN Highway #23 by 264 feet and has
a depth north/south of 330 feet. The site is rectangular, level and is slightly above
street grade elevation. On-street parking is located to the east and west and there is a
large parking lot on the property which reportedly holds 162 vehicles to include 5
handicap stalls. No parking is allowed along Division Street, 5th Avenue South or 3rd
Street South.
The site is rectangular and functional in shape, is level and has a building coverage ratio
of 22.3%, as the majority of the site is not covered by the building but consists of a
parking lot, sidewalks and a small amount of green space. Parking on the public street
to the east is via un-metered 2-hour parking stalls or on street parking.
The property is connected to city water, sanitary sewer, underground telephone, natural
gas, internet and electrical service. All utilities are reported to be adequate for the
present use. The public maintains the alley, parking lots, sidewalks and adjacent
streets. Parking areas on the site are in need of seal-coating, repair of cracked areas as
well a re-striping. I noted these deficiencies and they are discussed in the Building
Assessment completed by GLTArchitects.
On the pages which follow I will present a series of exterior and interior photographs
which depict the subject property on the date of appraisal.
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CITY HALL LOOKING NORTH OVER SOUTHEAST PARKING LOT

SOUTHWEST SIDE OF CITY HALL LOOKING NORTH
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LOOKING NORTH OVER WEST PARKING LOT AT CITY HALL

STREET SCENE NORTH ON 5TH AVENUE SOUTH, CITY HALL OUT OF VIEW ON THE RIGHT
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STREET SCENE EAST ALONG 3RD STREET SOUTH, CITY HALL OUT OF VIEW ON THE LEFT

VIEW NORTHEAST TO CITY HALL FROM CORNER OF 5TH AVE SOUTH AND 3RD STREET
SOUTH
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WEST ELEVATION OF COUNCIL CHAMBERS AND SOUTH ENTRANCE PART OF CITY HALL

WEST ELEVATION OF ADMINISTRATIVE PORTION OF CITY HALL AND WEST ENTRANCE
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NORTHEAST PORTION OF CITY HALL NEXT TO DIVISION STREET BY EAST ENTRANCE

EAST ELEVATION AND ENTRANCE TO CITY HALL FROM 4TH AVENUE SOUTH
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LOOKING EAST ALONG THE SOUTH EN
ENTRANCE ATRIUM TO CITY HALL

TYPICAL
TYPICAL INTERIOR HALL FINISHES ON MAIN FLOOR AREA

25

STAIRWAY CONNECTING FLOORS ON SOUTH END OF BUILDING INTERIOR

BASEMENT MECHANICAL AREAS IN BUILDING

26

VIEW NORTH IN THIRD FLOOR AREA OF
OF BUILDING

TYPICAL OFFICE FINISHES IN ENGINEERING AREA

27

MORE TYPICAL THIRD FLOOR OFFICE FINISHES

MEETING ROOM ON THIRD FLOOR

28

OPEN WORK AREA WITHIN ENGINEERING OFFICES

ENTRY ATRIUM ON SOUTH END OF CITY HALL AT COUNCIL ENTRANCE

29

VIEW TO ONE OF THE EAST WINDOWS WHICH IS LEAKING AT TOP OF LENTIL

TYPICAL FLAKING OF FACEFACE-BRICK ON PORTIONS OF THE BUILDING

30

NORTH UPPER ELEVATION OF BUILDING WHICH IS RETAINED BY NETTING DUE TO BRICK
SHIFTING

BRICK DAMAGE TO NORTH SIDE OF BUILDING DUE TO FREEZE/THAW ACTION
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WEATHER DAMAGE TO ENTRANCE STEPS ON NORTH SIDE OF BUILDING

BRICK DAMAGE TO WEST WALL OF CITY HALL

32

FLOOR CRACKING AND WINDOW SEAL DAMAGE AT SOUTH ATRIUM

TYPICAL PARKING LOT CRACKING AND FREEZE/THAW DAMAGE
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Building Description:
I have mentioned earlier that the city hall building was previously a high school, then
was converted and enlarged to a Junior High between 1930 and 1960. In 1961 the old
high school was demolished and the remaining building was renovated and converted to
an elementary school. In about 1981 the city purchased the vacant elementary school,
completed renovations in 1982 and moved in as a new city hall location. The new city
hall was dedicated in 1984 but was occupied during the last part of 1982. Since that
time the city has occupied the building and maintained it, completed minor upgrading in
2011 and minor brick repair and stabilization during 2018.
Last year, the city engaged GLTArchitects to complete a building assessment to identify
the areas of the structure and site improvements which need either replacement or
renovation. I have read the report which was completed on September 7, 2018 and
noted the suggestions and recommendations made to the city in regards to the building
and site improvement deficiencies. In addition, I toured the building with the Chief
Building Inspector as well as the building maintenance manager and was shown various
areas within the building and on the site improvements where repairs or replacements
could be made. GLTA also quantified estimates of costs to replace or repair various
deficiencies at the site and within the building. I have retained a copy of the GLTA
Building Assessment report in my file and use it to generally examine areas of the
subject where replacements appear to be necessary or where deferred maintenance is
apparent. The report also provides estimates of cost to repair or replace some
deficiencies. I will consider these deficiencies when estimating physical depreciation and
functional obsolescence within the improvements.
The subject is improved with a two and three-story, brick, granite and masonry public
office building with a council chambers area, glass and aluminum south atrium entry and
sub-level mechanical and maintenance area. Surrounding the building on two sides is a
large asphalt-surfaced parking lot. The building has low-pitched, ballasted and
insulated roof systems with an elastomeric rubberized roof membrane waterproofing
system. Over the third floor at the administration offices there are glass skylights.
Downspouts and scuppers drain the roof systems (reported to be inadequate per the
engineering report). The roof was last replaced about twenty years ago and is developing
cracks, holes at the skylights and at mechanical penetrations. It is likely that leaks will
occur at the base of the parapets as the upper parapet protrusions are leaning outward
and creating pressure on the EDPM membrane.
The public enters the facility via an entrance (not handicap accessible) from the east, off
4th Avenue South and a public, 2 hour parking area. To the south there is a large public
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parking lot and it centers on the main public entrance via the glass vestibule which
covers the council chambers entrance and an entrance to a corridor leading to city hall
reception areas which are near the elevator, building inspection department and city
clerk’s office windows. A meeting room and restrooms are also provided on this main
floor. A handicap entrance along the west side of the atrium with an automatic door
provides handicap access to city hall and the chamber areas. An employee’s entrance is
situated at the very northwestern corner of the building, near the Minnesota Highway
#23 sidewalk. Finally, a small concrete stoop is in place to access the north side of the
city clerk’s work area (not a public entrance) but this stoop is in very poor condition and
is next to the highway. Please refer to the preceding photographs for an illustration of
the entrances and stoop condition.
Each of the three floors houses city offices. For instance, the main floor has the council
chamber entrance (from the south) with restroom access along the north side of the
chamber and into the main floor restrooms. A meeting room is also in this part of the
floor. The elevator is in the center of the floor, near the east entrance and the windows
for the receptionists, city clerk/traffic counter and building codes/inspection counter.
The elevator has four stops due to a rear or west stop to the engineering department
which occupies the west-central area between the first and second floors.
The second floor has a long single corridor with stairs on the north and south ends and
offices with exterior windows along the east portion of the building. The third floor has
windowed offices along both the east and west sides for the building, a central elevator
and stairs on the north and south ends of the corridor. The north stair entry is glassedin and restricted and there is a meeting room at the northeastern end of the floor. The
mayor’s office, legal, planning and organizational offices are situated in the western
third floor portion of the building. Restrooms are provided on the north and south ends
of the third floor and at the north end of the second floor.
As the original design included a gymnasium as well as concrete bleachers, those
features have been incorporated and concealed within the existing floor plan, which
explains the design in the council chambers and the presence of low access storage
doors across from the building inspection office in the main corridor.
The three story portion of the building (according to assessment records) is 120’ wide
along Division Street and 152’ deep along 4th Avenue South, and then jogs west 60’,
north 97’, west 60’ and then back north 55’, for a total main floor area of 12,420 square
feet and 37,260 square feet of gross building area.
The two-story part which houses the chambers and some meeting space as well as part
of engineering and the mechanical area, is 60’ x 97’, or 5,820 square feet in size.
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The south glass and aluminum atrium is 18’ x 67’ or 1,206 square feet in size.
For this appraisal I will rely upon the engineer’s measurements of size which were listed
on page 2 of 12 on their September of 2018 Building Assessment report, which is
reported as follows:
3 Stories above grade/1 story below grade
a. Lower Level:

12,100 square feet

b. First floor:

19,140 square feet

c. Second floor: 13,320 square feet
d. Third floor:

12,240 square feet

e. Total:

57,070 square feet

The floor areas above grade, excluding the basement and mechanical areas is 44,970
square feet in size and will constitute the area used in my sales and income analysis.
The building construction type is classified as a Type II-B. This is basically a noncombustible material base but the materials have no fire resistance. It is a common type
of non-combustible construction and is also referenced as Unprotected Noncombustible. According to the report, the structure is a cast-in-place column and beamframed building and the floor system is clay tile between concrete floor joists. In 1984
this was revised by infilling structural joists and beams, metal decking and a concrete
floor slab on top of portions. I note that some floors in the offices consist of wood such
as oak, with carpets covering the original wood floors, creating squeaky floors in
portions of the third floor. The roof system is a combination of metal bar joists with a
poured concrete slab over the metal decking. Exterior walls are masonry and insulated
on the interior as of 1984.
Interior walls were primarily block and plaster, supplemented in 1983 when renovated,
by metal joists and gypsum board. Most interior doors are solid wood with closers and
set in welded or snap-in frames. Exterior doors are thermal-break aluminum and
insulating glass with closers, panic hardware and safety glass.
Building Quality and Class:
After reading the building specifications and completing my interior and exterior
inspection, I have estimated that the building quality and type fits within the
classification of an Average Class B Office Building according to my interpretation of the
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Marshall Valuation Cost Manual, Section 15, Page 17, as of November of 2015. Class B
refers to non-combustible construction, such as masonry, block and steel components.
The building is basically two connected rectangles with an attached south atrium which
is self-supporting. The building perimeter is approximately 580 lineal feet.

Lighting/Electrical:
Electrical service appears to be adequate for the existing use, with a 1200 amp main and
all entrance panels are in the basement area. Lighting consists of fluorescent T-8
fixtures; mounted above plastic diffuser panels in most areas and over parabolic diffuser
panels on the third floor administration offices. Some recessed spots are also utilized.
Modern lighting was installed during the early 1980’s remodeling and is all assumed to
meet electrical codes as St. Cloud City has a full time building inspection department.
Electrical service is reported to be adequate for the existing office uses in the building.
The quality and quantity of fixtures is average considering that the building was
renovated in the early 1980’s and some Wi-Fi fixtures were installed on lights situated
within the third floor a few years ago.
Plumbing:
All of the plumbing fixtures I observed were functional, commercial quality units. Each
level has at least two restrooms and finishes are ceramic tile with acoustical tile ceiling
fixtures and fluorescent lighting. The engineer’s report criticized the existing fixture
designs and layouts, especially in regard to handicap access requirements including
door and sink access points. Throughout the building and in restrooms I observed a wet
fire-sprinkling system with ceiling mounted, exposed chrome diffuser pendants. A
basement water heater and three boiler systems serve the restrooms. Copper piping
brings in city water and iron pipes remove waster to the city sanitary sewer system.
Natural gas is supplied to the building via iron gas lines. There are floor drains in the
mechanical, restroom and boiler areas. Plumbing is adequate and of average quality for
a building of this use. Fixtures were commercial grade and in functional condition and
appear to be adequate in number to meet the use of the building for a single-tenant
office.
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Heating, Ventilation:
The building is heated via a hydronic system which is located in the lower level and
produces steam for the heat diffusers in each room. It is gas-fired and circulates from
three boilers. Cooling is via roof-top and ground-mounted, gas-fired, short duct, cool
air units. The heating and cooling system needs to be updated and partial replacements
made to the boiler systems. Air handling needs updating and the humidifier system
should be eliminated from the HVAC system. Other minor changes to air-handling and
duct work are recommended in the engineering report. For a building which is several
decades old, the structure has typical heating and cooling which is in functional
condition and is similar to other buildings of this quality and age. The HVAC system is
reported to be in operating condition, to be regularly maintained and adequate for the
harsh Minnesota climate.
Expected Building Life/Effective Age:
The city hall building was originally a high school from the 1800’s and an added junior
high school which was erected in 1930. In 1961 the old original high school portion
which was erected in 1869 was demolished and the remainder was connected to an
elementary school. In about 1981 the city purchased the elementary school and
renovated it, added the south atrium and paved the parking lots. During 1982 the city
occupied the building during renovation and the city hall was dedicated in 1984 as the
“new” city hall. Minor renovations have occurred since 1983 to include some exterior
brick repair and HVAC modifications to the information systems portion of city hall.
Regular maintenance has been applied so when a component breaks or fails it is
repaired or replaced if feasible. The effective age of the building is believed to be much
lower than the chronological age of nearly 80 years. The Marshall Valuation Cost Manual
(Section 97) estimates that buildings of this quality, type and design may expect a
typical building life, if new, of 50 years. Based upon my inspection and observation of
the building I have estimated that the effective age is 20 to 25 years. I have selected 23
years of depleted life as a mid-point estimate. This would indicate that the building has
depleted 23/50ths of its life, or has physical depreciation of approximately 46%. This
depreciation is a factor in my decision to not apply the Cost Method in the valuation
portion of this appraisal.
Function:
The basic floor plan and layout appears to be similar to other offices and the efficiency is
fair. The presence of long open hallways with narrow stairs, dead end access points and
limited handicap accessibility prevents a highly functional floor plan. Deficiencies in
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electrical, lighting fixtures and plumbing fixtures also created functional obsolescence.
Many users would require these modern fixtures into the planning process.
I have estimated that the building suffers from approximately 20% functional
obsolescence from these design and mechanical deficiencies.
When deciding if the Cost Method is applicable in this appraisal I have considered
various forms of obsolescence which affect the value of this property. The more
depreciation which appears, the less applicable the Cost Method becomes.

Highest and Best Use Analysis:
Analysis:
The Dictionary of Real Estate Appraisal1 defines Highest and Best Use as follows:
“Highest and Best Use”. The reasonably probable and legal use of the vacant land or an
improved property, which is physically possible, appropriately supported, financially
feasible, and that results in the highest value. The four criteria the highest and best use
must meet are legal permissibility, physical possibility, financial feasibility and maximum
profitability.
“Highest and Best Use of Land or Site as Though Vacant”. Among all reasonable,
alternative uses, the use that yields the highest present land value, after payments are
made for labor, capital and coordination. The use of a property based on the
assumption that the parcel of land is vacant or can be made vacant by demolishing any
improvements.
“Highest and Best Use of Property as Improved”. The use that should be made of a
property as it exists. An existing property should be renovated or retained “as is” so long
as it continues to contribute to the total market value of the property, or until the return
from a new improvement would more than offset the cost of demolishing the existing
building and construction of a new one. As is typical in appraisal procedure, I will
consider the highest and best use of the site as if were vacant and also as presently
improved.
As presently improved, the subject of this appraisal is a downtown fringe property
situated along the south side of Division Street, at a high traffic and very visible location
within St. Cloud City. The location is between the SCSU campus and the eastern portion
1

Appraisal Institute, The Dictionary of Real Estate Appraisal, Fourth Edition, (Chicago, Illinois), p.
135
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of the downtown business district. The site is currently improved with an aging public
office building which suffers from nearly 50% physical depreciation and functional
obsolescence. In spite of these deficiencies, it is functioning adequately for use as the
St. Cloud City Hall and council chambers. The property has adequate adjacent paving
parking, is centrally accessible to residents, and has fairly good eye appeal. With some
renovation and continued maintenance it should continue to function in this use for the
next decade or two.
AS IF VACANT:
Possible Use: A variety of uses would be possible on this site provided that the use
would fit within the site dimensions. The property is located adjacent to Minnesota
Highway #23; a high-traffic four-lane, heavy-duty highway with concrete center
medians and controlled access points. Nearby, the downtown business district is builtup with financial centers, public transportation hubs, specialty retail, entertainment and
restaurant uses. The property is nestled between SCSU and the entertainment district,
close to the location of the convention center. Demand is good for vacant land in the
CBD and any time a building is added to the area, it is the result of demolition of an
existing structure. The zoning potential, high lot coverage density and lack of restrictive
setbacks make a vast array of uses possible. Logically, if vacant, the site would be
improved with a mixed use such as office, retail and restaurant use, especially in light of
the recent expansion of the convention center and the proximity to the SCSU campus.
There is good reason that entertainment and food and beverage businesses chose to
locate here-the proximity to the University as well as the convention center and the
adjacent lodging facilities. Office users may also find this location to be attractive as it
is in walking distance to many amenities and services and parking is proximate and
adequate on the site.
Physically, there are no topographic or soil restrictions; only the rather liberal zoning
and building height codes to deal with. The site is level, has good access and visibility
from the nearby streets and enjoys a location near the convention center and similar
uses as well as financial offices, retail specialty businesses, student lodging, food and
beverage and restaurant facilities. The shape of the site is rectangular and functional. I
am not aware of deed restrictions which would prevent uses on the lot. Because of the
comparatively large site size it is likely that multiple uses would maximize the site rather
than a single office or retail center. The only limitation I see is the site size, which is
actually much larger than other sites in the neighborhood. Across the street to the north
is the Norwest Center, which is also occupying a full city block. It has multiple tenants
within a single building but is primarily a bank with numerous office users on upper
floors and basement parking as well as surface parking areas. As a PUD zone, the
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building height may be a limitation dependent on the proposed use and its impact on
neighboring properties.
Permissible and Legal Uses: The subject is in an area which is zoned for planned unit
development so any potential uses would be subject to city review. In the past, the city
has guided uses towards retail service and student lodging but that would depend on
public input and neighborhood guidance. Next to Division Street it is logical to allow
commercial uses and that is the use which currently dominates property along this busy
highway. The principle uses include a wide variety of intensive financial, office, specialty
retail, entertainment and service uses to include multi-story office use, some forms of
residential use on upper floors, specialized retail and service, restaurants and bars. All
of these uses are generally oriented to central business district retail, service and office
uses which are mutually supportive and compatible. It is unlikely that a use which is not
compatible with surrounding uses or contrary to the neighborhood common uses would
be tolerated on this site, especially if the proposed use was more intensive than the
existing city hall use. A non-compatible use may not be logical and may not be
financially feasible. St. Cloud City strictly enforces zoning codes and only rarely allows
variances. With such a wide variety of legal uses in the PUD zone, there is really no
purpose in attempting to apply a less intensive use on this site than that which already
exists.
The existing use of the land for a public office building may be an underutilization, but
public buildings need to be centralized to taxpayers and accessible and this site meets
that criteria. If the site were vacant and available for sale it is very likely that it would
have demand for a mixture of uses including upper floor offices and main floor retail or
restaurant businesses. Prices paid for land with that use potential is generally in the $15
to $30 per square foot range.
Feasible Use: Mixed office/commercial use would generate the greatest return to the
land. Downtown area vacant land is the highest priced land classification in the City
based upon the number of times buildings have been demolished to make way for public
sponsored development. The nearby presence of the convention center and the
entertainment district creates a lot of foot traffic which is a benefit to the subject both as
if vacant and if improved with a mixed office/retail use. If the site were offered for sale
as a vacant parcel of land it would be feasible to utilize it for a mixture of mid-rise
offices with main level specialty retail and restaurant uses. Last in the line of value
would be residential development, which appears to be a subsidized use which has been
encouraged by the city in the past but is in more than adequate supply in this part of the
city. With SCSU enrollment at a low point, it would not be feasible to add student
lodging to this site at the present time.
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Highest and Best Use, If Vacant: Based upon this brief analysis I have estimated that the
highest and best use of the subject, if vacant, is for mixed office and commercial/retail,
related uses.
AS IMPROVED:
As presently improved, the subject improvements are only utilizing a small portion of
the site and use the balance as surface parking area for employees and taxpayers who
visit city hall or attend city council functions. The existing building is in fair condition
given its age and the extensive and renovation which was performed over thirty-five
years ago. It was a public-use building when the city acquired the property and has
continued in that same vein since the city has occupied the site. As such, neither user
was motivated by a profit goal, so maximizing the site areas was a moot point. If private
development were to occur on this lot it would have a much denser building coverage
and no doubt move some of the parking underground in an effort to make maximum
use of the site square footage. If the existing improvements were to continue on the site
as an office I believe that some of the land area would be used for additional buildings
on outlots for restaurants or other commercial uses.
Under the assumption that the highest and best use of the site as if vacant and as
currently improved is for mixed office and commercial/retail, related uses, I will proceed
with the valuation process.
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COST APPROACH
Land Value Estimate
The first step in the cost method is to estimate the value of the land for its highest and
best use, as if vacant and available for such use. The method used to accomplish this is
to utilize confirmed sales of comparable sites which have similar highest and best use
potential.
After reviewing the land sale market and gathering all applicable sales data, the
appraiser selects those sales which are most similar and sets them aside for direct
comparison to the subject site. Each sale is adjusted, when necessary and in order, for
differences in:
1. Real property rights conveyed
2. Financing terms
3. Conditions of sale
4. Expenditures made immediately after purchase
5. Market conditions, or “time of sale”
6. Location
7. Physical characteristics
8. Economic characteristics
9. Use
10. Non-realty components
In my search for land sales, it became apparent that there is a dearth of recent vacant
land sales within the downtown CBD. Consequently, I have reached back in time to
uncover sales evidence and extended my geographical search to the west and along
Division Street in an effort to uncover evidence of market perceptions of land value
along this busy and heavily traveled corridor. The subject is a fairly large site, so direct
comparison is facilitated by the selection of sites which would have similar potential as
the subject site; that is as medium to larger sized downtown sites.
The sales which were selected for direct comparison are illustrated and briefly discussed
on the following pages. After presenting the sales I will chart and adjust the examples
for differences from the subject, when applicable, for the ten factors previously
described. The end result is to arrive at the probable price the comparisons would have
achieved had they been nearly identical to the subject in all aspects.
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The first land sale example is situated west of the subject and out on 22nd Avenue North,
where the former Lund’s Greenhouse and Nursery was located. The site was assembled
in 2016 by Kwik Trip for a new convenience store.
COMPARABLE LAND SALE NUMBER 1
PROPERTY
ADDRESS:

2203, 2205 & 2211 West Division Street, St. Cloud, MN
which is an assemblage of three properties into one site as
Parcel ID# 82.47762.0019.

DATE OF SALE:

All in February of 2016

PRICE:

$922,673 total for three properties plus estimated
demolition costs of $50,000, for a total cost of $972,673

TERMS OF SALE:

Warranty Deed, corporate financing

PROBABLE USE:

Kwik Trip convenience store location

ZONING:

PUD AND PID

SITE SIZE:

52,174 sq. ft. as assembled

GRANTOR:
GRANTOR:

Catherine Claude, Joseph C. Laughlin Rev. Trust and Irene
M. Lund

GRANTEE:

Kwik Trip, Inc.

SITE DESCRIPTION:

Slightly irregular site shape, fronting Division Street by
about 230 feet and side street access from 22nd and 23rd
Avenues.

UTILITIES AVAILABLE:

City water and sewer adjacent to site and all other modern
utilities

SALE PRICE PER SQ. FT.:
FT.:

$18.64 per sq. ft. assembled, including demolition

PARCEL NUMBER:

82.47762.0019, St. Cloud City, Stearns County

COMMENTS:

Located a mile and a half west of the subject and along the
north side of Division Street. Good visibility and is at a
signal controlled intersection catty-corner from a
McDonalds restaurant. Similar traffic counts but lacks the
influence from downtown foot traffic as well as the strong
supportive adjacent businesses which are around the
subject site. Smaller parcel with similar visibility and
access but slightly inferior overall location and potential
density given the close proximity to residential homes.
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LAND SALE #1 AT 22ND AVENUE AND DIVISION STREET
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COMPARABLE LAND SALE NUMBER 2
PROPERTY

1740 West St. Germain Street, St. Cloud, MN. Former

ADDRESS:

Granite Bowl site, now a law office location.

DATE OF SALE:

December of 2013

PRICE:

$510,000 + Estimated Demolition cost of $177,000 =
$687,000

TERMS OF SALE:

Conventional

PROBABLE USE:

Class B masonry and glass law office building and parking
lot.

ZONING:

C-4, Fringe CBD

SITE SIZE:

41,500 square feet

GRANTOR:

Bremer Bank, NA

GRANTEE:

Redevelopment Holdings One, LLC

SITE DESCRIPTION:

Irregular-shaped, situated along the north side of Division
Street, west of the closed Wendy’s and east of the VFW
clubhouse, with St. Germain Street to the north. Good
visibility to and from Division and but has inferior indirect
access to Division via West St. Germain Street which is the
rear street for this lot. Level site, buildable after
demolition of masonry bowling center.

UTILITIES AVAILABLE:

All city utilities available in adjacent street.

SALE PRICE PER SQ. FT.:

With demolition estimate, the price per square foot is
$16.55.

PARCEL NUMBER:

82.51497.0000, City of St. Cloud, Stearns County, MN

COMMENTS:

On west fringe of the CBD, so the location is inferior as is
the accessibility and neighborhood. Mixed use
neighborhood which includes industrial, auto repair and
sales, older homes, etc. Very good visibility with mediocre
and indirect access to the high traffic Division Street.
Smaller site than the subject. Irregular parcel shape.
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COMPARABLE LAND SALE NUMBER 3
PROPERTY

1101 St Germain Street West, St. Cloud, MN. Situated catty

ADDRESS:

corner and northwest of Falcon Bank, on the west end of
the CBD

DATE OF SALE:

September, 2016

PRICE:

$179,000

TERMS OF SALE:

Cash

PROBABLE USE:

Employee parking for nearby bank

ZONING:

C-4, Fringe CBD

SITE SIZE:

9,372 sq. ft.

GRANTORS:

Bremer Bank, NA

GRANTEE:

Falcon Building, LLC

SITE DESCRIPTION:

Rectangle fronting St. Germain by 79 feet, corner parcel
which is on the CBD fringe and across and to the west from
U.S. Bank.

UTILITIES AVAILABLE:

All

SALE PRICE PER SQ. FT:

$19.10

PARCEL NUMBER:

82.46290.0000 & 82.46291.0000, St. Cloud City, Stearns
County

COMMENTS:

Level corner lot on a location which is just on the fringe of
the financial district at the opposite end of the CBD from
the subject site. Inferior overall location and surrounding
uses. This site is very small by comparison to the subject
but illustrates that there is a market in the CBD for land
and the price generally supports my overall estimate for
the subject site.

48

LAND SALE #3

49

COMPARABLE LAND SALE NUMBER 4
PROPERTY

4410 & 4124 Division Street in western end of the city of

ADDRESS:

St. Cloud, MN. Located south of the Crossroads Shopping
Center on the former site of St. Cloud Subaru and Payless
Shoes as well as the Salvation Army Thrift Store. Fronts
Park Avenue South to the east.

DATE OF SALE:

August and November, 2017 parcel was assembled

PRICE:

$5,790,000 and is believed to include demolition

TERMS OF SALE:

Conventional

PROBABLE USE:

Site assembled for future retail sales with multiple tenants

ZONING:

C-5, Highway Commercial

SITE SIZE:

186,795 sq. ft.

GRANTOR:

Jack Dockendorf Rev. Trust and Salvation Army

GRANTEE:

NLD Division LLC and Division Holdings

SITE DESCRIPTION:

Connected rectangles assembled from St. Cloud Subaru,
old Payless Shoes, a strip center and former Hoye Furniture
(Salvation Army Thrift Store) for multiple uses by a single
developer. Level site with no direct westbound Division
Street access but very good visibility and good supportive
neighboring users. High traffic location with very good
potential. Fronts Division Street by approximately 268.43
feet. Slightly irregular shape. Level site with three access
points.

UTILITIES
UTILITIES AVAILABLE:

Fully served site

SALE PRICE PER SQ. FT:

$31.00

PARCEL NUMBERS
NUMBERS:

82.464560430, 82.464560431, 82.446310000 and
82.446410000, all City of St. Cloud, Stearns County, MN

COMMENTS:

Much larger tract of land which has excellent visibility and
location and has slightly inferior access compared to the
subject. Overall the location is superior and the Highest
and Best Use potential is superior. Very good surrounding
supportive users and potential for future sales growth.
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SITE VALUE ANALYSIS:
ANALYSIS:
As mentioned previously, the sales examples will be charted and adjusted for differences
from the subject. The adjustment chart is shown below:
ADJUSTMENT CHART, LAND SALES
Element

Price/Sq. Ft.:
Date Of Sale:

Subject

Sale #1#1-Kwik

Sale #2#2-Hughes

Sale #3#3-

Sale #4
#4, 44
44th &

Trip

Law site

Falcon
Parking Lot

Division near
Crossroads

$18.64

$16.55

$19.10

$31.00

2/16

12/13

9/16

Fall of 2017

Division

Division Street at

West end of CBD by

Street

signal but mixed

Division Street,

southeast of

uses with inferior

Fringe

CBD

overall location

N/A
September
2019

Location:

+10%

Location Adjmt:

+12%

Corner, fringe,

Division near

inferior

Crossroads, very good

potential

location

+15%

-10%

Fair Division

Direct from

Indirect via St.

St. Germain but

Direct from eastbound

Street Access,

Division with

Germain, but has

out at fringe,

Division and side

good traffic

similar traffic

similar traffic

similar access

streets, slightly

inferior foot &

inferior but more

auto traffic

traffic in area

+12%

+15%

-5%

52,174

41,500

9,372

186,795

-2%

-5%

-20%

+5%

PUD & PID

C-4, Fringe

C-4 Fringe

C-5

Use Adjmt:

0

+2%

+5%

-5%

Net Adjmt:

+8%

+21%

+15%

-15%

$20.13

$20.02

$21.97

$26.35

Gross Adjmt:

12%

31%

55%

25%

Weight Applied:

40%

25%

5%

30%

$8.05

$5.01

$1.10

$7.91

Access/Traffic

counts

0

Access/Traffic
Adjustment:
Size (Sq. Ft.)

87,120 Sq.
Ft.

Size Adjmt:
Use/Zone:

Index/Sq. Ft.,

PUD

Subject:

Weighted
Contribution:
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Explanation of the Adjustments:
The sales were adjusted for differences from the subject in items which the market
recognized and either rewards of penalizes.
All of the sales were completed using conventional financing or cash, so no adjustment
is made for conditions of sale. In some cases, demolition costs or estimated demolition
costs were added to the sale price which realistically reflects the price expectations of
the purchaser.
I considered an adjustment for changing market conditions, but the market does not
exhibit what the current trend is for land value increases or decreases in the downtown
or fringe areas. I believe that the market has been stable for several decades. During the
past thirty years I have completed several appraisals in the CBD and find land prices
currently which are similar to prices observed as far back as the 1990’s. Generally
speaking the sales have all been in the $15 to $30 range depending on location and the
amount of demolition cost necessary to clear a site for construction. One other sale I
recall but did not use for direct comparison is the former gas explosion site just
southwest of the Stearns Courthouse. That sale, back in 2007, was slightly above the
norm at $29.43 per square foot, but was between government entities. In the final
analysis, I did not apply an adjustment for changing market conditions to these land
sales.
Location was adjusted considering influences such as proximity to the CBD core,
convention center, interior versus exterior of block exposure, presence of supportive
properties and uses nearby, and visibility to the site from area streets. This adjustment
is judgmental on my part and is assisted by physical viewing of each sale site and
examination of the surrounding environment. In some instances, I have appraised the
sale property or nearby sites so I am very familiar with their overall locations in relation
to market influences.
Accessibility and traffic are adjusted next, based upon traffic volume near each site and
the ease of access to the site from the adjacent streets. The sale with the best location
relative to traffic is Sale #4 but that traffic is somewhat offset by the lack of westbound
Division Street direct access. Sales #2 and #3 are inferior in regard to access and traffic
and Sale #1 is believed to be similar overall in these traits.
The size adjustment is predicated upon the recognized market trend of paying higher
per square foot price for smaller lots than larger lots, at least down to the point wherein
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the smaller lot is no longer functional for most uses. The subject and Sale #4 are
desirable due to their larger size which yields a wider band of possible uses.
The final adjustment is for differences in potential and legal uses. Sale #1 has similar
zoning compared to the subject site, whereas Sales #2 and #3 have either shape issues
or small parcel size restrictions. They are both in a fringe CBD zone area which is
similar to the subject to a certain extent. Sale #4 is within the C-5 zone which is
generally recognized as the broadest and most versatile zone in the city. Although that
site is somewhat irregular in shape it is quite large and has a great deal of potential to
create value.
After adjustments and weighting each sale based upon my perceptions of their
comparability, the total weighted estimate is $22.07 per square foot. I have correlated
to a land value of $22.00 per square foot for the city hall site, if vacant.
Land Value Estimate:
87,120 square feet @ $2
$22.00 = $ 1,916,640
Estimated Vacant Land Value Rounded To:

$1,915,000

IMPROVEMENTS VALUE ESTIMATE
The next step in the Cost Method would normally be to estimate the cost, new, of
improvements, deduct for depreciation and arrive at the depreciated value for
improvements only. I will not complete the cost and depreciation analysis on this
property given the advanced age of the improvements and the comparatively large
physical and functional depreciation present in the improvements. The land value
portion of the cost method was applied to allow me to make comparisons between the
subject and sale property in the Sales Comparison Method.
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SALES COMPARISON METHOD
This approach involves direct comparison of the property being appraised with other
similar properties which have recently sold. The difficulty in this situation is the lack of
highly similar buildings which have sold for continued use. The subject is unique in its
design as it was a public education facility which was converted to a public city hall and
council chambers facility. Comparisons are privately held offices or financial facilities
which sold for use as offices. The subject property, if vacated by city administration,
could be marketed as a single-tenant or even multi-tenant office building, or for that
matter the building demolished and the site converted to the highest and best use
mentioned earlier in this report. The subject’s highest and best use if vacant was
projected to be for mixed office and commercial/retail, related uses.
In spite of some limitations, I will apply the sales comparison method as a check against
the income method. This approach will be considered in my analysis of value for the
subject; and it will be tempered and afforded appropriate weight in my final correlation.
Carefully analyzed market data can provide reliable proof of value when the data
represents typical actions and reactions of buyers, sellers, users and investors.

The

value estimate is an interpretation and reflection of typical investor's actions in the
market.
The Sales Comparison Method, like the Cost Method, is based upon the principle of
substitution. This principle holds that a prudent purchaser would pay no more to acquire
a property than it would cost to acquire a comparable substitute property. It is difficult
to apply the principle of substitution when closely comparable sales are lacking. I will
attempt to select the best comparisons from the building sales which I uncovered and
viewed.
Although individual sales may deviate from the market norm, a sufficient number of
samples tend to bracket a range of probable value for the subject if the sales are closely
similar to the subject. I will utilize a qualitative analysis by looking at several sales as
well as listings of property which are of similar office use. I will complete a relative
comparison analysis for analyzing the comparables to determine whether the
characteristics of a comparable property are inferior, superior or similar to those of the
subject property. The sales selected for relative comparison and the listing are described
on the pages which follow. For purposes of comparison the subject will be considered
to have an above grade square foot size of 44,970 square feet so the basement level is
not considered in the sales analysis.
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SALE EXAMPLE #1
This property is located at 912 St. Germain Street West and is the Regency building
which is situated along the south side of the street in the center of the block. It contains
45,636 square feet of gross floor area including a 10,000 square foot finished, leaseable
basement level. The property was built in 1925 of masonry components and has an
older elevator. The sale information is snipped from the City Assessor’s records as
shown below.
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SALE COMPARISON #1
COMPARISON TO SUBJECTSUBJECT-#1
Quality

Age

Location

Date

Size

Condition

Sold
Average

1925

Interior
CBD

1/2017

45,406Ø

Slightly

older

Slightly

Two

similar

Inferior

years

Inferior

Net

Price

Comparison

Ø

Needs
Fair but
Renovation larger

$44.05

Slightly

Slightly

About

Inferior

Inferior

10% to

ago

15%
Below
Subject

This is a similar-sized building by comparison to the subject, very plain, nor has it been
remodeled in the recent past. It is in the center of the block and has limited parking on
the street and ramps are some distance away. Considering the quality, location, size
and condition I would rank this comparison as inferior to the subject, so the price if
identical to the subject would be 10% to 15% higher.

This would place the price by

comparison at $48.46 to $50.66 per square foot.

SALE EXAMPLE #2
This property is located at 106 6th Avenue South, just north of the recently closed
Perkin’s Restaurant and only a block northwest of the subject site. It is a glass and brick
masonry two level office with an attractive storefront and good fenestration.

It sits

across from a large public parking lot and is about a half-block north of Division Street,
so it has visibility to the eastbound lanes of that busy street. The site is small in that it
contains only 11,088 square feet (basically the building footprint) and it is zoned C-3.
The property was built in 1948 but underwent a total remodeling in the mid-1980’s and
when it was converted to a law office with chamber office and some meeting space. Now
a legal aid and family service center. The gross floor area is 19,114 square feet and
overall the building is in above average condition. Has an elevator and is considered to
be an average to slightly above average quality Class C office building. Attractive
exterior façade and appears to be a modern and new building from the street. The sale
information is snipped from the City Assessor’s records as shown below.
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SALE #2

SALE #2 LOOKING EAST ACROSS PUBLIC PARKING LOT, WELLS FARGO IN BACKGROUND
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COMPARISON TO SUBJECTSUBJECT-#2
Quality

Age

Location

Date

Size

Condition

Sold
Average
+

1948
1948 but
totally

Downtown 10/2017
/2017 19,114Ø
19,114Ø
interior

Very
Good

Price

Comparison

Ø

Smaller,
inferior

remodeled

site with

location but

1984

partial

in superior

visibility
Similar

Net

Newer

Slightly
Inferior

$52.32

condition
Recent

Much
smaller

Superior

Superior
overall

10%
superior
to
Subject

The overall quality is only slightly superior but the building is much smaller than the
subject and has a modern façade and professional office design which has a good street
appearance. The condition is superior but no private parking lot. The presence of a
nearby public lot across the street somewhat off-sets the lack of on-site parking. On
balance, I have estimated that due to the small building size, good eye appeal and
superior physical condition, this comparison is about 10% higher than the price which
would emerge for the subject. On that basis the indicated price by comparison would be
$47.09 per square foot.
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SALE EXAMPLE #3
This property is located at 14 & 20 7th Avenue North, about three blocks northwest of
the city hall site, in the heart of downtown and a stone’s throw from the Stearns County
Courthouse. The building is known as the St. Cloud Business Center. Erected in 1908
and includes a one-story office to the north which was erected in 1961. This building
has experienced only minor remodeling several decades ago but overall is in below
average condition and slightly below average quality. Three story building with a full
basement which has some office finishes. Masonry brick and frame construction and
very dated front façade which reveals the buildings age and lack of renovation. Has a
handful of parking spaces which are off-street and private otherwise depends on public
parking on the street or in nearby lots. Excluding the basement the building contains
19,118 square feet of finished gross floor area. Has an older elevator and the site area
is 13,970 square feet.
The sale information is snipped from the City Assessor’s records as shown below.

SALE #3
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SALE #3

COMPARISON TO SUBJECTSUBJECT-#3
Quality

Age

Location

Date

Size

Condition

Sold
Slightly

1900,
1900,

Center

below

50’s

block of

average

facade

CBD

4/2019
4/2019

19,118Ø
19,118Ø

Net

Price

Comparison

Ø

Below

Smaller,

average

inferior

$25.39

quality,
condition and
location

Inferior

Older

Inferior

Current

Much

Inferior in

Far inferior
inferior

smaller

all aspects

overall

80%
inferior

I believe that this sale is overall about 80% inferior to the subject when considering all
traits listed above. This places the price which would have been achieved by this
property if nearly identical to the subject at $45.70 per square foot.
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The three comparables, after adjustments, indicate a price per square foot of gross
building area above grade, if similar to the subject of:
1. $48.80 to $50.65 ( average $49.56)
2. $47.09
3. $45.70
Indicated range of probable price: $45.70 to $49.56
Average of indications: $47.45
For additional evidence I examined the offer to sell the former federal building (Net Gain)
which is situated at 720 West St. Germain Street. The asking price is $1,825,000 for a
two story office which contains 22,704 square feet of area, for an asking price per
square foot of $80.38. Keep in mind this is the asking price and not the sale price. For
purposes of reference, Sale #3, which is shown of preceding pages, was listed prior to
the 2019 Sale at $990,000. This asking price was exactly double the final sale price. On
that basis, the Federal building may only achieve a price of around $40 per square foot.
FINAL ANALYSIS, SALES COMPARISON METHOD
There is not a lot of single-tenant of larger offices for sale in the St. Cloud area at the
present time but there are a large number of offices available for lease. The subject is a
rather large building but it has the advantage of being situated on a larger, rectangular
lot which is adjacent to Minnesota Highway #23 and between campus and the downtown
area. Lastly, it has a very large adjacent parking lot, which is not found in other offices
for sale or for lease in the downtown area. The subject has reasonably good accessibility
and has very good visibility to passing traffic. As such, I believe that if the property were
to market in its present condition and configuration it would achieve a price near the
$50 per square foot range.
Estimated Value of Subject Land and Buildings, Sales Method:
Gross above Grade Floor Area: 44,970Ø x $50 = $2,248,500, Rounded to $2,250,000

62

INCOME CAPITALIZATION METHOD
This method of valuation is one of the three methods typically applied to estimate the
value of income producing real estate. It is viewed as the most important and applicable
when used on commercial real estate, especially if the property is used as a rental for
income potential. The approach has less applicability when applied to a special use,
owner-occupied or limited use property. Although office and commercial buildings are
often created for use by an owner/tenant, they are also sometimes owned and created as
rental properties. The subject has been renovated and converted to a public office so as
it presently is designed and occupied it is considered to be an owner-occupied office. It
could be leased either to a single entity or to multiple tenants with some modification.
The basic premise of this approach is that the higher the net earnings at a property, the
higher the value. The net earnings are usually measured by analysis of an existing lease,
or when a lease does not exist, an examination and estimate of market rents.

In

instances where there is a lease but it does not appear to be at market levels and is of a
short term or duration, the appraiser finds market rent and substitutes it in the valuation
process rather than relying on outdated or below/above market contract rents.
In this case, the improvements and land is owner occupied so I must look to the market
to estimate the market rent obtainable at the property.

ESTIMATES OF MARKET RENT FOR THE SUBJECTSUBJECT-OFFICE SPACE
First, I will discuss the results of my investigation of rents and occupancy in the
downtown business district as well as throughout the St. Cloud office market.
MARKET RENT COMPARISONS:
COMPARISONS:
To estimate market rents at the subject building, I canvassed the market to find the level
of rents and asking rents for other, similar and comparable office space. I have
presented, on the following pages, a chart showing the asking rents and actual rent
ranges at various buildings in St. Cloud. Some of the space is similar and some is either
superior or inferior in quality and location. I have not presented examples of Class A
office space which is within the Norwest building, or the U.S. Bank Building. I also
excluded medical office space. Class A and medical office rents are typically in the $15
to $25 per square foot range on a net basis. The subject has very good parking and
good visibility to traffic, and is considered to be B quality office space.
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OFFICE SPACE OFFERED, ST. CLOUD CITY
BUILDING

LOCATION

SIZES OFFERED

RENT OR

COMMENTS

RANGE
Falcon Bank

West Downtown

3rd Floor, 1,599

$11.50 plus

Very high CAM,

to 2060 sq. ft.

CAM (net)

Class A space

St. Cloud
Business Center

Sale #3,
Downtown

8,500Ø+8,500Ø+All floors

$9.00 + CAM
(net)

Inferior quality
and condition

810 Building

Core of
Downtown

7,000Ø or
smaller

$8.00 Gross

Upper floors
low end rents

St. Mary’s

Core of

6,000Ø or

$6.00 to $8.00

Old

Building

Downtown

smaller

gross for office

office/retailoffice/retail-

space most

needs

upper floors

renovation

19,320Ø leased

$12.30 plus

Renovated and

Gross floor area

CAM (net)

on a corner

$17.50 gross

Upper floor,

St. Cloud Bank

East downtown

Building leased
Northern

West fringe of

802Ø & 4,560Ø

Management

CBD

available

good parking,
fringe location

Medical Arts

Core of
Downtown

1,500Ø to
3,400Ø, most

$8 to $10
upper floors,

Older space
which has dated

upper floor

$10 to $12

finishes and

space

lower floors,

older

gross

mechanicals, no
parking on site

2700 Building

MidMid-town,

Various 3,242Ø

$10 and up,

Parking on site,

traditional

to 600Ø, all

gross rent
rent

traditional B

space

three floors

Germain
Professional

West fringe

700Ø to
4,000Ø

Center

Division 1 block

CBD, off

space, rear
location
$7 to $13 plus
CAM at $6.48Ø

Good private
parking, fringe
location

Some of these buildings also charge up to $9.00 per square foot for common area
maintenance (CAM) charges to the rent while the older downtown buildings rent on a
gross basis wherein the landlord pays all taxes, maintenance, etc. Many have no private
parking lots but depend on ramps or on-street metered parking for tenants and clients.
As the reader will note, most of the lease spaces are offered in the $10 to $12 range if
they are well-located and on the main floor. Upper floor space is usually down in the $6
to $8 per square foot range.

Most of those spaces are antiquated and in need of
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renovation or are not elevator accessible. Some are situated within the west half of the
CBD, not near the entertainment district or the convention center and other attractions
such as the Mississippi River, multiple parking ramps and SCSU.
The subject would very likely be leased to at least two or three tenants, so the areas
leased would be large by comparison to the general downtown market. The subject’s
improvements are aging and have physical and functional obsolescence, but with some
renovation in the form of tenant or landlord improvements and updating, the property
should be presentable as lease-quality office space. Contributing to the attractiveness
of the property are the following factors:


The building is imposing and visible to traffic along Division Street as well as to
foot traffic. The structure has reasonably good exterior eye appeal.



The property is a landmark situated at two corners next to Minnesota Highway
#23 and near the civic center and the entertainment district as well as being
proximate to the SCSU campus.



The building was remodeled and brought up to standards in 1984 and to some
extent is still finished above the median level for the CBD.



Office areas were designed to suit a public tenant as the sole occupant, but the
floor plan and layout would adapt to multiple tenant use due to secured office
front entries and heavy fire-rated doors, with fenestration in most of the offices
and convenient shared restrooms.



Most importantly, there is ample and convenient on-site surface parking at the
property which is a trait attractive to all prospective tenants and appreciated by
customers.

Detracting from the lease price would be the current layout and physical condition of the
subject. Reading the Building Assessment completed on the building, it is obvious that
short term repairs are estimated to be in excess of $1.5 million which long term repairs
are in the $1.9 to $2.2 million range. In the “as is” condition of the improvements,
considering the evidence of other rentals and offers to rent in the CBD, I estimate that
the market rents which should emerge at the subject in its “as is” condition and
configuration is $6.00 per square foot on a net basis.
ANNUAL NET RENTS, ST. CLOUD CITY HALL PROPERTY, “AS
“AS IS”:
IS”:
ANNUAL RENT PER SQUARE
SQUARE FOOT OF GROSS FLOOR AREA (44,970Ø):
(44,970Ø):
@ $6
$6=$269,820
PROJECTED ANNUAL GROSS INCOME AT MARKET RENT: $269,820
$269,820
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DIRECT CAPITALIZATION OF INCOME:
When converting income into an indication of value there are basically two common
methods of conversion. First, a single-years or stabilized income can be converted into
value using a market-extracted capitalization (Cap Rate) rate.
method is Value = Income ÷ Cap Rate.

The formula for this

This technique is referred to as the Overall

Capitalization Method or Direct Capitalization, and it is relied upon when one is dealing
with an owner-occupied property which has reached stabilization or a property which is
fully leased. This method represents the value of the subject with a stabilized income
estimate.
The second method is the discounted cash flow method; which applies when one is
dealing with a multi-tenant property, or a property which is expected to have an
irregular series of cash-flows in the future. The annual cash flows for the projected
holding period and the value of the reversion is discounted at a specified yield rate to
arrive at the present worth of the income. This method is frequently used to appraise
motels, apartment complexes, multi-tenant office buildings and retail shopping centers
if they are expected to have fluctuating rents in the near future or if they are not fully
occupied or stabilized.
In this appraisal, I will utilize the Direct Capitalization Method. The subject would be
rented to a single or a few larger entity tenants and would be basically stabilized at that
point. The building if stabilized would be a good candidate for a direct capitalization
analysis.
The unit of measure recognized in this market is the rent paid per square foot annually
based upon the contract rents assuming they are at or near market rates. Net rents are
typical in these instances, wherein the tenant pays taxes, insurance, heat, lights, and
maintenance via a common area maintenance fee (CAM) in the lease agreements. This
CAM changes annually as the landlord’s expenses change and is simply passed through
from the tenant to the landlord and out to creditors. The landlord manages the property
and provides maintenance or replacement of long-lived building components in most
cases.
As I have estimated market rents at full occupancy; prior to capitalizing the income into
an indication of value, the potential gross income must be reduced to net operating
income (NOI). Lastly, I will capitalize the NOI into an indication of value using a blended
Cap Rate which reflects the risk inherent in this use type at this location, for real estate
only.
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EXPENSE ESTIMATES
My rent projections are on a net annual basis but the lessor would still have liability for
items such as vacancy and credit loss, management of funds (accounting), casualty
insurance, property taxes and expenses during the term of any vacancy. Reserves for
replacement of the roof and major building components are accounted for in the Cap
Rate, so a reserve for replacements will not be deducted as a line item on my expense
estimates. My estimates of the expenses and net income are shown below.
Vacancy & Credit Loss:
There is fairly high vacancy in the downtown office market as is evidenced by the rental
space offered and mentioned previously. Most of the occupied downtown buildings are
used by the owner/tenant and have been in business for many years.

It is the new

tenant that is difficult to attract and retain. Vacancy potential also exists due to
bankruptcies, major renovation, credit loss, natural or catastrophic events, etc. In this
case the subject is in fair condition and but has good proximity to the convention center
and entertainment district of the CBD as well as to SCSU and Division Street; thereby
decreasing the probability of prolonged vacancy. I have projected an annual vacancy to
be 10% of potential gross income year to year.

Management/ Lease Fees:
Every parcel of real estate deserves professional management, even under the terms of a
net lease. Someone must manage the building and take care of duties such as collecting
rents, handling emergency repairs, enforcing lease terms and managing the funds at the
property.

Additionally, lease-up fees would be necessary to hire a professional broker

to negotiate with prospective tenants. Management fees are estimated at 6% of collected
rents. For a lease-up fee, it is common to see a 6% fee for lease brokers to attract a
tenant to a five year typical lease term. The total Management fees are thus $242,838 x
6% = $14,570. Lease-up fees would be $242,838 x 6%= $14,570 ÷ 5 year typical lease
term = $2,914. The total projected management and lease-up fees would be $17,484.
Property Taxes:
Paid by tenants via CAM fee
Casualty Insurance:
Paid by Tenants via CAM fee
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Expenses during Vacancy:
When a building is vacant, it does not require a massive amount of electric service, but
must still be heated, secured, the taxes and insurance paid and the property must be
maintained. The estimated cost to “idle” the property during any term of vacancy is
estimated to include $1.40 per square foot for electrical, heat and security based upon
the historical costs at office properties. Property taxes at similar buildings are at the
rate of $2.20 per square foot annually.

I will use $3.60 per square foot for common

costs to maintain the building during vacancy. This equates to expense during vacancy
of $16,189 ($3.60 x 44,970 sq. ft. x 10% vacancy).

APPRAISER’S INCOME AND EXPENSE PROJECTIONPROJECTION- ST. CLOUD CITY HALL PROPERTY

Potential Gross Income, Full at Market Rents:

$269,820

Effective Gross Income Estimate, less 10% Vacancy:

$242,838

Less Projected Expenses:
Management & Lease Fee: $ 17,484
Expenses during Vacancy:

16,189

Total Expenses:
Projected Annual Net Operating Income (NOI):

-33,673
$ 209,165

SELECTION OF AN OVERALL CAPITALIZATION RATE:
The direct capitalization of the projected net income requires the selection of a Cap Rate
which reflects the level of risk at the subject to an investor. How does the subject’s
income stream compare as an investment to other ventures? Is it a higher or lower risk?
A property with a high risk expectation needs a higher return to attract an investor.
Generally speaking, a property which has fairly long-term leases in place represents a
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reduced risk (assuming good credit tenants); therefore it would have lower Cap Rate
than a property with no leases in place, or a property wherein the leases were of poor
quality or due to expire in the near term.
The subject consists of an average quality office building which is situated next to
Division street, near the SCSU campus, south of the convention center and close to the
entertainment district of the City. The building suffers from functional obsolescence,
major physical depreciation, has many items of deferred maintenance and it is nearly 90
years old, factors which increase risk to a potential investor. Lastly, it has no rental
history for a prospective tenant to examine.
Locally, investors would prefer to obtain similar quality investments at Cap Rates of 7%
to 8% if possible.
I checked the published estimate with a simple Debt Coverage Ratio Method, wherein the
following premises were employed:
Projected Debt Coverage Ratio:

135%

Mortgage Term and Rate:

20 years, 4.25%

Mortgage Constant:

.07431

Loan-to-Value Ratio:

80%

The calculation of the Cap Rate via this method is expressed by formula as follows:
Ro = DCR x Rm x Vm
Where:
Ro = Capitalization Rate
DCR = Debt Coverage Ratio
Rm = Mortgage Constant
Vm = Loan to Value Ratio
Then:
Ro = 1.35 x .07431 x .80
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Ro = .08025
Ro, Say: .08
Cap Rate Estimate, Debt Coverage Ratio Method:

8.00%

Next, I consulted with the published cap rates for professional offices nationally, as
presented by PwC (Price Waterhouse Cooper) for the first quarter of 2019 and find the
residual Cap Rates to be at 3.00% to 7.50%, averaging 5.48%. These rates are for “trophy
grade” investments in large cities, much lower risk than an older city hall building in
downtown St. Cloud, Minnesota. In the past, PwC has indicated local risk rates to be
from 2.5% to 4.0% higher when one looks at investments outside of the surveyed areas.
In the worst case, this would place the subject in the range of 9.5% to 11.5% by
comparison. Given the high land value ratio, I believe that this would be too high for a
Cap Rate at the property.

I found a few examples of small offices for sale in St. Cloud which were leased and
offered for sale at Cap Rates of 8% to 9%. Single tenant buildings generally have lower
risk of vacancy and turnover versus multiple tenant buildings, so the subject would be
above the 8% to 9% rate; but again the high land value ratio would temper risk and act to
keep Cap Rate expectations down. Placing all of the factors in perspective and blending
them, I estimated that the subject would require a Cap Rate of 8.5% to 9.5% to attract a
purchaser given its present condition, layout and large land size. I blended the estimate
to 9.0%.
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DIRECT CAPITALIZATION:
CAPITALIZATION
Projected NOI, $209,165
$209,165 ÷ .09 Cap Rate = $2,324,056
DIRECT CAPITALIZATION METHOD INDICATION, ROUNDED:
$2,325
2,325,000
325,000
CORRELATION OF VALUES,
VALUES, ST. CLOUD CITY HALL PROPERTY
The results reached thus far are:
COST METHOD:

CONSIDERED BUT NOT APPLIED

SALES COMPARISON METHOD:

$2,250,000
2,250,000

INCOME CAPITALIZATION METHOD:

$2,325
2,325,000
325,000

The sales method illustrates the lower end of the probable price and is reflective of the
price the subject may achieve as if it were vacant. As was illustrated in the land value
analysis, approximately 85% of the total Sale Method indicator is within the land value,
leaving very little for improvements value in my estimate. At best, the building could be
used as a base for an enlargement or renovation and addition to the improvements
which may then maximize the site areas.
The income capitalization method is based on capitalization of net income derived from
projected rents and there are no historical rents at the property, so this method is
heavily loaded with the appraiser’s judgement versus market-based sales evidence. If
the property were offered for sale a prospective purchaser may place some reliance upon
the income potential while weighing the possibility that the tenants may be difficult to
located for such large leaseable areas. I placed slightly more confidence in the Sales
Method indicator than the Income Method as it is at least market-based. The cost
method, if presented in this appraisal, would fall just below these two indicators as it
would primarily contain land value.
I have correlated to a final value for the subject in this appraisal as of August 15, 2019:
$2,300,000
ON A PER SQUARE FOOT OF GROSS BUILDING AREA BASIS:
BASIS: $51.14
$51.14
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CERTIFICATION
I certify that, to the best of my knowledge and belief:
·

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

·

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

·

I have no present or prospective interest in the property that is the subject of this report, and no
personal interest with respect to the parties involved. I have completed no appraisals on this property
within the three years prior to this assignment.

·

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

·

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

·

My compensation for completing this assignment is not contingent upon the development or
reporting of a predetermined value or direction in value that favors the cause of the client, the amount
of the value opinion, the attainment of a stipulated result, or the occurrence of a subsequent event
directly related to the intended use of this appraisal.

·

My analysis, opinions, and conclusions were developed, and this report has been prepared, in
conformity with the Appraisal Institute’s Code of Professional Ethics and the Appraisal Foundation’s
Uniform Standards of Professional Appraisal Practice.

·

I have made a personal inspection of the property that is the subject of this report. My inspection for
this appraisal update was conducted on August 15, 2019.

·

The use of this report is subject to the requirements of the Appraisal Institute relating to review by its
duly authorized representatives. The Appraisal Institute conducts a mandatory program of continuing
education for its designated members. As of the date of this report I have completed the
requirements under the continuing education program of the Appraisal Institute. I am certified under
this program through December 31, 2024.

·

No one provided significant professional assistance to the appraiser in the completion of this
appraisal.

Mike Amo, MAI
Dated September 17, 2019.
MN Certified General Appraiser #4000495
Expires August 31, 2021
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MIKE AMO, MAI
valueamo@gmail.com
320-282-1961
13515 Egret Road
Park Rapids, MN 56470
Professional Affiliations:
MAI-Member of the Appraisal Institute, Certificate #11395
CAE-(Retired) Certified Assessment Evaluator, International Assn. of Assessing Officers
MN Certified General Appraiser License #4000495

Education:
Associate Degree, Public Admin. Central Lakes College
Numerous appraisal courses, both as an attendee and as an instructor
Experience:








Currently self-employed, specializing in estates, eminent domain, park
acquisition and special purpose real estate
Forty-five years in the private and public sector in ad valorem and fee
appraisal
Founder and operator of St. Cloud Appraisal for twenty-four years
Former City Assessor, City of St. Cloud, Minnesota
Former Morrison County Assessor, Little Falls, Minnesota
Real Estate Appraisals performed in eight States
Experienced & Qualified witness in MN tax court, district court and eminent
domain cases with Federal Land Acquisition Standards (Yellow Book)

Clients:
Several local and regional banks, twenty-five Minnesota Counties, fifteen Minnesota Cities,
various law firms, engineering companies and public land acquisition agencies. Perform
custom appraisal/assessment assignments for South Dakota Counties.
Formal Coursework:
Have completed all of the coursework required to obtain and retain the MAI designation. The
Appraisal Institute conducts a mandatory program of continuing education for its designated
members. As of the date of this report I have completed the requirements under the continuing
education program of the Appraisal Institute. I am certified under this program through
December 31, 2024. In addition, I have taken courses from the American Society of Farm
Managers and Rural Appraisers, International Right of Way Assn., International Association of
Assessing Officers, Natl. Assn. of Independent Fee Appraisers and Pro-Source. I have instructed
courses in: Hotel/Motel Appraisal; Use of the Marshall Valuation Cost Manual; Resort Appraisal;
Conservation Easement Appraisal; Appraisal of Small City Commercial Property and
Commercial/Industrial Inspections for Appraisers.
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