CITY OF SOMERVILLE, MASSACHUSETTS
BOARD OF ASSESSORS

JOSEPH A. CURTATONE
MAYOR

To: Board of Aldermen, Finance Committee _
From: Marc A. Levye, RMA, MMA, Chief ASSGSSGW
Date: January 31, 2013

Subject: Powder House School Assessment

Recently, the Office of Community Development and Strategic Planning requested that the
Board of Assessors provide a current assessment for the vacant elementary school building
at 1060 Broadway known as the Powder House School. A walk through inspection was
conducted by:me and Lynda Swartz, Director of Commercial Assessmients on January 16,

2013.

Upon review, we presented a value as follows:

Land value $1,879,100
Building value $3,832,500
Total value $5,711,600

The value should be considered a current use value or FY 2013 assessment and does not
represent a value based upon potential use.

Approach to Value:

To determine value, the Assessors utilize a market adjusted cost approach to value for most
properties. This method establishes land values based upon land sales when available. Due
to a lack of sales, the Assessors are often required to consider the sale of improved
properties in order to derive land value. This analysis is known as the residual land
technique and establishes a land value by subtracting the building value or RCNLD
(replacement cost new minus depreciation) from the sale price. The result offers a residual

land value and allows the Assessors to develop a land schedule with adjustment for location.
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Building value, as stated is determined by the cost approach. A replacement cost new is
established for each parcel and is adjusted by the observed level of depreciation in order to
determine the RCNLD. The Assessors rely upon cost or base rates published by the
Marshall & Swift Valuation Service.

Land Value:

To corroborate the stated land value, the Assessors reviewed recent land sales and as
expected, discovered that few were available. To augment the number of sales, sales of
properties with improvements were considered as well. A land sale search of surrounding
communities including Medford, Cambridge, Arlington, and Everett was also conducted.

Only 2 actual land sales were found. One sale was located in Somerville at 56 Clyde St. and
the other in Everett. Eight other sales in Somerville, all involving transactions of properties
with improvements were analyzed and can be observed in the attached grid on page 5.

The sales grid shows the subject plus the 10 selected comparables. The two actual land sales
show a per sf'land value of between almost $23 per sf'to $24. The sales were of parcels of
about the same area of a little over an acre and were about 10 months apart. The Everett
sale likely would have commanded a higher sale price in Somerville and both parcels are
just a bit over half the size of the subject. ¥

The next 3 sales, including 191 Inner Belt Rd., 130 Broadway, and 600 Windsor PI. all show
a per sf land value ranging from the low $20 to mid $20 per sf. In terms of parcel size, 191
Inner Belt Rd. is the most comparable to the subject at about 5,000 sf less in size.

Generally speaking, as pointed out at your last committee meeting, land increases in value at
a decreasing rate based upon parcel size. In other words, the larger the parcel, the lower the
price per sf and the smaller the lot size, the higher the price per sf. This is demonstrated in
the next 3 comparables that include 35 Medford St., 338 Broadway, and 92 Prospect St. All
indicate a parcel value in the mid $30 per sf range yet all are considerably smaller than the
previous 3. They are the most recent sales but are much smaller than the subject.

The last 2 comparables are 48 Third St. and 16-42 Weston Ave. 48 Third St. is the oldest
sale and the biggest parcel. 16-42 Weston Ave. is most comparable in terms of location,
indicates the highest price per sf but is more than 3 times smaller then the Powder House

school site.

The median sale price of the comparables is indicated as $26.49 per sf although the median
size of the parcels is 1.13 acres with the school site a shade under 2 acres.

The most comparable property is 191 Inner Belt Rd. as it is roughly the same size as the
subject and is of a similar value to the median although slightly less. The 2 properties lie at



opposite ends of the City but both are considered very good locations. The Inner Belt
property sits in a well established office and technology locus. The school property is
situated in West Somerville between Davis Sq. and Teele Sq.

The selection of 191 Inner Belt Rd. as the most comparable is also supported by the sales of
the only 2 actual land sales, (without improvements). The land value for 191 Inner Belt Rd.
is §23.74. The land value for the school is $23.24 since the lot is slightly larger.

Building Value:

The Powder House School was built in 1973 and is now 40 years old. The 2 % story
building was obviously designed as an elementary school and would appear to have limited
adaptive re-use potential at best. Functional as a school at one time, it has been vacant for
several years and shows signs of deterioration with considerable deferred maintenance. It is
also a rather confusing maze of long hallways leading to classrooms that open to other
classrooms that seem to go on forever. However, it is still an improvement of 87,203 sf that

is not without value.

As mentioned, the Assessors use a cost approach to building value. This approach considers
all components of the building such as but not limited to total square foot measurement,
exterior and interior wall type, roof structure and type, flooring, heating and coohng system,

elevator, and outdoor'paving.

Once all variables are known, a price per sf can be determined based upon rates reported by
the Marshall & Swift Valuation Service. Before a final building value can be derived, a
replacement cost new (RCN) must be established. To arrive at the correct RCN, the
Assessors must determine the appropriate grade, (measure of overall construction quality

and utility).

The building is considered an average class C building of average or low cost type. A
description with per sf costs can be reviewed on page 6 which shows information
reproduced from Marshall & Swift. The cost to build this type of building today indicate a
range between $97.83 and $122.94 per sf. However, this range gets adjusted by 2% when
the cost multiplier for the northeast location is applied which changes the range to $99.79
and $125.40 respectively. This would be the replacement cost for a new building with all

the components and materials of the existing school.

Examples of these kinds of structures can be viewed on pages 7 and 8. Notice that the photo
of the low cost class C school bears a surprising resemblance to the Powder House School.
Using the low range, the school would have a replacement cost of approximately $8,702,000

($99.79 per sf X 87,203 sf).

This figure, however, must be further adjusted to reflect the current grade and condition. As
it exists now, the structure is arguably functionally obsolescent and can no longer be



considered an average grade. In fact, at this point the Assessors maintain that the school is a
minimum grade or the lowest possible grade in our model. When a minimum grade is
applied, it lowers the RCN to $6,686,726 (adjusted rate of $76.68 per sf X 87,203 sf).

The final step in arriving at a building value must account for depreciation. The building is
now in poor condition with an effective year built (EYB) of 1969 or less than its actual year
of construction of 1973, (EYB reflects overall condition or the level of renovation i.e.
renovated to circa 1990, 1995, 2000 or more or less). A building with an EYB of 1969 by
definition is considered 44% depreciated (base year of 2013 minus 1969) or 56% good.

So .56 X $6,686,726 = an RCNLD of $3,744,600. To that we have to add the depreciated
outbuilding and extra features, (paving, elevator, etc.) value of $87,900. Final building
value is $3,744,600 + $87,900 = $3,832,500.
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