
SBC BUILDING OFFICE MARKET ANALYSIS 

MEIKO AREA OVERVIEW 

Supply and demand indicators for office space in the Chicago area, including inventory 
levels, absorption, vacancy, and rental ratcs for all classes of space arc presented 
below. 

CAlCAGO METRO AREA OFFICE MARKET 
Inventory Completions Vacancy Net Absorption Effective YO 

Year Quarter (SF) (SF) YO (SF) Rental Rate Change 
1996 Annual 206,715,000 532,000 13.1 % 4,203,000 $17.71 0 .  I % 

Annual 
.41111ual 
Annual 
Annual 
Annual 
Annual 
A~ulual 
Annual 
Annual 

Source: REIS, I t ~c . ;  c o r ~ ~ / ~ i l c d  h)i l n r c ~ n i  Hcrrl!s Resources. Itrc. 

VACANCY RATE VS EFFECTIVE REN'I'AL KATE 

Year 

7.- - " 1 - - * - ESfcctivc Rental 
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Sourrc: REIS. Inr .  ; ronrpzlal bv ln twrr ,  Ke(d(,, Rcsou,~cs, Itrc 

The Chicago office market contains an overall inventory of about 227,451,000 square 
feet, which has increased at a 1.1% annual compound rate over the past 9 years. 

'I'he market has generally been stable over the last 4 years. The overall vacancy rate is 
estimated to be 18.7% as of year-end 2005, which represents a substantial increase 
from a low mark of 8.9%, reported in 2000. Absorption turned positive in 2004 as the 
effects of the national economic expansion were felt. Since that time positive 
absorption has averaged 684,500 squarc I'eet per year. 

The effective rental rate is $20.01 per square foot, which represents a decrease from a 
high mark of $22.62 per square foot in 2000. Rental ratcs have decreased an average of 
2.48% per year since that time. 
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SUBMARKET ANALYSIS 

The subject is a Class B property locaied in thc City North ofiice submarkct. Key 
supply and demand indicators for the submarket are displayed in the tablc below. The 
reader should note that the City North submarket does not contain any Class A 
properties so therefore thc chart below represents the Class B/C market. 

CITY NORTH SUBMARKET 
Inventory Completions Net Absorption Effective 'YO 

Year Quarter (SF) (SF) vacancy YO (SF)- Rental Rate Change 
1006 Annual 2,417,000 0 7.6% -56,000 $13.38 6.3% 

Annual 
Annual 
Anl~ual  
Annual 
Annual 
Annual 
Annual 
Annual 

2005 Annual 2,422,000 0 9.9% 140,000 $15.33 0.7% 
Source: RE1.S. lnc.: conrpilt~d by htc,~t-u Rerrllv R(?sourct?s, /TIC. 

Supply Analysis 

The City North submarket contains an overall inventory o r  2,422,000 square feet. 
Approximately 83,000 square feet have been added lo the overall submarket inventory 
over the past 5 years. The submarket is growing at an average rate of 0.02%) per year. 
The properties in the submarket generally range from 15 to 45 years old. 

New and Proposed Construction 

Within the City North office market, there are no office buildings that were either 
recently completed, under construction, or planned. The new development of office 
buildings has primarily occurred in thc CBD and has been focused on Ihe Wcst Loop. 
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Vacancy Rate Trends 

Vacancy rate trends for the City North submarket arc charted below. 

VACANCY R A T E  C'OM PAKISON 
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Overall submarket vacancy is estimated at 9.9% as of year-cnd 2005, which represents 
a substantial decrease from a high mark of lS.0% in 2003. 

Rental Rate Trends 

'l'rends in reported rents for the City North submarket are shown in thc following chart. 

REN'I'AI. HATE COMPARISON 

+Overall submarkc; Lff Kent - - + Subject's Class ~sk~ngnt::,yl 

The average effective rent fbr the overall submarket is $15.33 per square foot, which 
represents a decrease from the high mark of $16.01 per square foot in 2000. Reported 
rents have decreased an average of 0.9% per year since that timc. 



SBC BUILDING OFFICE MARKET ANALYSIS 

Demand Analysis 

The City North submarket tends to attract financial services companies, Government, 
and State agencies. The probable space user of the subject is a compilation of financial 
services companies, and Government or State Agencies. 'l'he submarket's current 
vacancy of9.9% is considered to be at a stabilize level. 

Givcn past and current trends in the submarket, thc likelihood of increased demand for 
office space in the shod and long term is good because the economic activity occurring 
in the City North and the economic expansion that is occurring. 

OFFICE MAKKE'I' ~ ~ . ' I ' L o o K  AND CONCLLISIONS 

The subject is a 93,086 rentable square foot office building in the City North 
submarket. Supply and demand fdctors in the region for the short term are expected to 
be positive. Rental rates are expected to show positive increases. Over the long run, 
employment growth in the region should foster absorption of excess supply both in the 
ovcrall region and in the submarket. 



SBC BUILDING DESCRIPTION AND ANALYSIS OF THE LAND 

PROPERTY ANALYSIS 

DESCRIPTION AND ANALYSIS OF 'THE LAND 

PIIYSICAI, FEATURES 

Land Area 2.12 acres, or 92,400 square feet. 

Configuration Rectangular 

Frontage Feet 280 feet - Wcst Gracc; 330 I'cct - North Western. 

Topography Level 

Drainage Adequate 

Floodplain 

Community Panel # 1703 1C'0404F, effective 1 1/6/2000 

Flood Zone Zone X - Outside of 100-year flood plain. 

Flood Insurance Flood insurance not required. 

Environmental Hazards 

An environmental assessment report was not provided for review and 
environmental issues are beyond our scope of expertise. Our inspection of the site 
did not reveal any obvious signs that there are contaminants on or near the 
property. Therefore, we assumc the subject is not adversely affected by 
environmental hazards. 

Ground Stability 

A soil report was not provided for review; however, based on our inspection or  thc 
property and observation of development on nearby sites, we assume that the 
subject is not affected by any adverse soil conditions that would restrict it from 
being developed to its highest and best use. 
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Designation: C2-2 

Description: Motor Vehicle-Related Commerical District 

Permitted Uscs: Business, service, or commerical use including office 
and retail uses. 

Zoning Jurisdiction: City of Chicago 

Conformity: 
Based on our inspection, a review of thc site plan, and a discussion with the 
zoning official, the current use of the site constitutes a legally permissible use 
that conforms to the current zoning ordinance. 

Easements, Encumbrances, and Restrictions 

A titlc rcport was provided for our review and no adverse easements, 
encumbrances, or restrrctions that would adversely affect the use of the site were 
noted. Wc assumc that there are no easements, encumbrances, or restrictions that 
would restrict the property from being developed to its highest and bcst usc. 

Encroachments 

We were provided a survey and no adverse encroachments or easements were 
noted. It is assumed that the property is free and clear of encroachments. 

Other Land Use Regulations; Development Moratoriums 

We are not aware of any land use regulations other than zoning  hat would affect 
the ~ r o ~ e r t v ,  nor arc we aware of anv moratoriums on development. 

UTILI'TIES 

Utilities Provider Availability Capacity 
Water City of Chicago At site 
Sewer City of' Chicago At site 
Electricity Commonwealth At site 

Adequate 
Adequate 
Adequate 

Natural Gas People's Gas At site Adequate 
Local Phonc SBC At site Adequate 
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DESCRIPTION AND ANALYSIS OF THE IMPROVEMENTS 

EXTERIOR DESC:RIPTION 

Name of Property SBC Building 

General Property Type Office 

Property Sub Type CBD Gencral Purpose. 

Property Class c' 

Occupancy Type Multi-tenant. 

Size 

Gross Building Area (GBA) 93,086 square feet. 

Rentable Area (RA) 93,086 square feet. 

Basement Area Yes, contains mechanical area and the 
breakroom/lounge. 

Number of BuildingsIStories One; four stories not including the basement. 

Current Occupancy 100% owner occupied. 

Year Built 1960 (46 years actual age). 

Estimated Effective Age 35 years. 

Estimated Economic Life 55 years (per Marshall Vuluution Service). 

Structural Frame Reinforced concrete frame. 

Exterior Walls/Windows Brick and concrete I double pane windows in 
aluminum frames. 

Roof Flat membrane roof. 'The interior inspection of 
the subject suggests no leakage at the datc of 
inspection. 

Special Features The subject contains a breakroomllounge in thc 
basement. 

INTERIOR DESCRIPTION A N D  MECHANICAL SYSTEMS 

Office Space 

HVAC 

Sprinklers 

Elevators 

Open floor plan workstation space. 

Adequate for office use. 

Basement and top level mechanical are 
sprinklered only. 
2 passenger and I freight elevator. 
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Parking 

Number of Spaces 213 

Type Surf'acc 

Parking Ratio 2.29 spaces per 1,000 SF. 

Construction Quality The quality of construction is average. 

Condition 'l'he condition of the improvements is good 
overall. The property has been adequately 
maintained. 

Deferred Maintenance Our inspection did not reveal any significant 
deferred maintenance. 

Functional Utility Our inspection did not rcvcal any significant 
items of functional obsolescence. 

Personal Property There are no items of personal property that 
would be significant to thc overall valuation. 

ADA Compliance We are not qualified to determine ADA 
compliance. Wc rccommend that the client 
engage the services of an ADA compliance 
expert in order to determine cornpliancc. 
No hazardous substances were observed during 
our inspection of the improvements; howevcr, 
wc arc not qualified to detect such substances. 
Unlcss othcrwisc statcd, it is assumed that no 
hazardous conditions are present at the subiect. 

Environmental 



SBC BLIILDING REAL ESTATE TAX ANALYSIS 

The real estate tax assessment of the subject is administered by Cook County Assessor's 
office. The property tax identifycation number and assessed valuc of the property for tax 
ycar 2004 (payable 2005) are as follows: 

Property Tax ID Numbers 13-24-207-0 14-0000 

Land Assessment $275,852 
Ruilding Assessment $1,685,460 

Total Assessment $1,961,312 

Total Eaualized Market Value $5.051.751 

The 2004 taxes, payable 2005 totaled $3 17,250 or $3.41 per square foot of rentable area. 
We have projected thc year 1 total annual property tax liability at $326,768, reflecting 
$3.5 1 per square foot of rentable arca. This represents a 3.00% increase from the previous 
year's tax level. 

Rased on our valuation of the subject, the assessed value appears reasonable. 
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HIGHEST AND BEST USE ANALYSES 

The only permittcd uses under zoning that are consistent with prevailing land use 
patterns in the area are office and retail uses. 

'I'here are no physical limitations that would prohibit development of any of these 
uses on the site. 

Present market conditions are modestly favorable to new development and it is our 
opinion that a newly constructed office building on thc site would have a value 
comrncnsurate with its cost. Therefore, office use is financially feasible. 

There is no reasonably probable use of the site that would generate as high a 
residual land value as office use. 

Therefore, office use is concluded to be the maximally productive use and thus the 
highest and best use of the site as though vacant. 

The existing office building is 100% owncr occupied and produces a significant 
positive cash flow. Conversion to an alternative use would not be financially feasible, 
nor would demolition of the existing improvements and redevelopment of the site. 
Therefore, we conclude that continucd office use is the highest and best use of the site 
as improved. 

Taking into account the size and class of the properly and its owncr occupancy, the 
likely buyer is a local or regional investor such as an individual, partnership, or owner- 
user. 
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VALUATION ANALYSIS 

We util i~e the sales comparison and income capitalization approaches in developing an 
opinion of value for the property. 'I'he cost approach is omitted because the property is 
forty-six years old, beyond the age at which market participants typically use this 
methodology to price and valuc assets. Therefore, the cost approach is not applicable to 
the assignmcnt, and omission of this approach does not constitute departure under 
USPAP. At the client's request, we have provided a land value for thc subject. 

In order to develop an opinion of the subject's land value, we analyze three sales of vacant 
land parcels on a price per square foot basis. 'l'he sales took place bctwccn May 2004 and 
February 2006, and reflect a range of unadjusted unit prices of $69.86 to $76.42 per 
square foot, summarized as f'ollows: 

SITMMAKY OF COMPARABLE LAND SALES 
No. Address Sale Date Sale Price Square Feet Pricc Pcr 

SF 

1 2747 N.  California Avenue 0811 0105 $1,205,000 15,769 $76.42 
Chicago 

2 2240 W. Diverscy Ave 05/28/04 $6,750,000 96,616 $69.86 
Chicago 
Cook, lL 

3 2606 N. Elston Ave 02/07/06 $7,071,500 100,232 $70.55 
Chicago 
Cook, II., 

SUSJECT 92,400 

We compare each sale to the subject and adjust its unit price to compensate for all 
significant differences that affect value. Based on this analysis, the salcs provide a range 
of values from $70.05 to $73.68 per square foot. It is our opinion that thc applicable unit 
value is $71.50 per square foot. This results in an indicatcd land valuc as follows: 

92,400 Square Feet @ $71.50 / Square Foot $6,606,600 

Rounded To $6,600,000 


















