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Government Development Bank for Puerto Rico  

Attn: Mr. Rafael E. Gautier, CPA 

Comptroller 

P.O. Box 40436 

San Juan, Puerto Rico 00940-0436 

 

Re: Appraisal Report of Real Estate 

 Identified as “Parcel B” 

 Located Across the Street Southwest of 

 Sagrado Corazón Urban Train Station 

 Martín Peña Sector, Santurce Sur Ward 

 San Juan, Puerto Rico 

 

Gentlemen: 

 

In compliance with your request, we have finished the necessary research and analyzes to 

complete the appraisal of caption property. The purpose of this appraisal is to state our opinion 

of the “As Is” Market Value of the Fee Simple Estate of the subject property, as of October 25, 

2016. 

   

The definition of Market Value and other pertinent terminology are found within or as an exhibit 

of the enclosed appraisal report. A detailed description and analysis of the information gathered 

for this valuation and our assessment of its relative importance in attaining the final conclusion 

of value are included in this report. This is an appraisal report presented in narrative format, it 

includes the necessary data and reasoning conducive to our conclusion of value. 

 

We have carefully observed the subject property, the neighborhood, as well as the most relevant 

market data available. A detailed analysis of the pertinent information and its relative importance 

in attaining our final conclusion is included in the body of the report. 

 

On the basis of the investigations and analysis performed, our opinion of the “As Is” Market 

Value of the Fee Simple Estate of the subject property as of the stated effective date is as stated 

in the Certification of Value which appears within this report. 

 

Our conclusion of value is subject to the Contingent and Limiting Conditions included in the 

appraisal report. These are of general nature in order to ascertain the extent and scope of our 

engagement and in no way these weaken the final conclusion of value. 

 

Respectfully submitted,  
 

Carlos J. Sosa, B.S. 

Certified General Professional Appraiser 

Puerto Rico License No. 763EPA    

Puerto Rico General Certificate No. 359CG 
Union Plaza Building, Suite 1103, 416 Ponce de León Avenue, San Juan Puerto Rico 00918 

Telephone (787) 753-8475; Fax (787) 753-1829 

Carlos E. Gaztambide, MAI, SRA 

Puerto Rico License No 94EPA 

General Certificate No 4CG 

carlosegaztambide@gmail.com 

Carlos J. Sosa, License No. 763EPA, 359CG 

Diego Sorroche, License No. 734EPA, 163CG 

David Adams III, Consultant Engineer 
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SUMMARY OF SALIENT FACTS AND CONCLUSIONS 

A. The Subject Property 

 

The salient characteristics of the subject property may be summarized as follows: 

 

Location   : “Parcel B” across the street southwest of Sagrado 

Corazón Urban Train Station, Martin Peña Sector, 

Santurce Sur Ward, San Juan, Puerto Rico 

Property Identification Number  : 79-041-091-159-TU (part of) 

Tract Number at Property Registry : Not available 

Owner     : Government Development Bank for Puerto Rico 

Zoning     : DV-TU (“Plazas y Areas Verdes – Tren Urbano”); 

superimposed district 

Highest and Best Use   : Mixed use; Commercial – High Density Residential 

Use 

Infrastructure    : Adequate urban infrastructure to include electric 

power, potable water, sanitary sewer and telephone 

mains serve this property 

Topography     : Level 

Access     : Good through Ponce De León Avenue, Fernández 

Juncos Avenue, Borinquen Avenue, Rexach Street 

and Luis Muñoz Rivera Expressway 

Frontage    : Good to Borinquen Avenue, Fernández Juncos 

Avenue, Luis Muñoz Rivera Expressway and 

Rexach Street 

Corner     : Yes, two corner site 

Exposure    : Excellent to local and through traffic 

Configuration     : Virtually trapezoidal 

Flood Rating     : “Zone X”, areas outside the 0.2% annual chance 

flood; as per FIRM #72000C0370J, map revised 

date November 18, 2009  

Area     : 20,809.0301 square meters according to legal 

description 

Improvements    : Typical parking lot improvements such as asphalt 

paving, cyclone fence and lighting, all in average 

condition. 

Easement    : None known that could affect the utility of the 

property 

Soils       : No soil studies were provided to the appraisers. A 

determination of this nature is beyond the term of 

reference of this report. However, based on the 

general market tendencies observed within the 

immediate neighborhood, the soil appears adequate 

for the typical improvement.    

Source     : On-site observation and legal description 

 

Complete details on the characteristics of the subject are included in the description and 

valuation sections of this report. 
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B. Method of Valuation 

The opinion of the Fee Simple Market Value of the subject property was developed by the Sales 

Comparison Approach to value. This method is the most effective and understood method for the 

valuation of land resources. 

 

The subject was not valued by either the Income or Cost Approaches. The Income Approach was 

not developed because the subject may not generate adequate level of income in its current 

underdeveloped state. The Cost Approach was not developed since in the Cost Approach the 

value of the land is added to the depreciated value of the improvements. In the case of vacant 

land the Cost Approach is in reality equivalent to the Market Approach. The importance of the 

method and its relevance for the final conclusion of value is explained in the Reconciliation and 

Final Opinion of Value Section of this report. 

 

A series of comparable land sales were researched. The extent of the process of collecting, 

confirming and reporting the data included the Public Records at the Registry of the Property as 

well as CRIM’s comparable data bank. Additional sources of information included our own files, 

comparable data services, published information and other professional members of the real 

estate industry. The data was confirmed with the best possible source. Besides, we gathered and 

studied the appropriate Planning Board Maps, tax maps and federal flood maps. 

 

A detailed observation of the subject for appraisal purposes was conducted by the appraisers.  

Likewise, the comparables researched were inspected. The details of each comparable included 

in this report are presented in table and/or outline form. Photographs and a location map help the 

reader visualize the characteristics of the comparables and the location of these vis-a-vis the 

subject. 

C. Conclusion of Value 

Based on our observation of the subject coupled with the analysis of the most relevant market 

data available we have drawn our conclusion of value. It is our opinion that the “As Is” Market 

Value of the Fee Simple Estate in the subject property, as of the stated effective date is: 

THIRTEEN MILLION FIVE HUNDRED TWENTY FIVE THOUSAND DOLLARS 

($13,525,000.00) 
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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 are 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 I have no personal interest with respect to the parties involved.  

 

• 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 analyzes, opinions and conclusions were developed, and this report has been 

prepared, in conformity with the Uniform Standard of Professional Appraisal Practice. 

    

• That I have made a personal observation for appraisal purposes of the property that is the 

subject of this report.  

 

• That Carlos J. Sosa, B.S., prepared the analyses, conclusions and opinions concerning the 

real estate that are set forth in this report. Moreover, Carlos E. Gaztambide provided 

significant assistant in the analyses, conclusions and opinions concerning the real estate 

that are set forth in this report. However, we acknowledge the help provided by our staff 

in the research and preparation of this report. 

 

• The reported analyzes, opinions and conclusions were developed and this report has been 

prepared in conformity with the requirements of the Code of Professional Ethics and the 

Standards of Professional Appraisal Practice of the Appraisal Institute.  

 

• The use of this report is subject to the requirements of the Appraisal Institute relating to 

review by its duly authorized representatives. 
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CERTIFICATION (CONTINUED) 
 

 

• That this appraisal assignment was not based on a required minimum valuation, a specific 

valuation or the approval of a loan. 

 

• That I have performed services, as an appraiser, regarding the property that is the subject 

of this report within the three-year period immediately preceding acceptance of this 

appraisal. 

 

I hereby certify that the “As Is” Market Value of the Fee Simple Estate of the subject property, 

as of October 25, 2016 is: 

 

THIRTEEN MILLION FIVE HUNDRED TWENTY FIVE THOUSAND DOLLARS 

 

($13,525,000.00) 

 

 

 

Carlos J. Sosa, B.S. 

Certified General Professional Appraiser 

Puerto Rico License No. 763EPA 

Puerto Rico General Certificate No. 359CG  
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IDENTIFICATION OF THE APPRAISAL PROBLEM AND SCOPE OF WORK 

Identification of Type of Appraisal and Type of Report 

This is an appraisal report presented in narrative format. It includes the necessary data, analyzes, 

and reasoning to promote proper understanding of the appraisers’ conclusion of value. 

 

Identification of the Client and Intended User of the Report 

The intended user of this report is our client, the Government Development Bank for Puerto Rico 

and its personnel. The use of this report by third parties is not authorized without the prior 

written consent and approval of Carlos E. Gaztambide in representation of Carlos E. Gaztambide 

& Associates in the form of an Affidavit. 

 

Purpose and Intended Use of the Appraisal Report  

The purpose of this appraisal is to state our opinion of the “As Is” Market Value of the Fee 

Simple Estate of the subject property. The intended use of this appraisal is for decision making 

process on the subject property and financing purposes. 

 

Identification of the Subject Property 

The subject property is a vacant lot identified as “Parcel B” located across the street southwest of 

Sagrado Corazón Urban Train Station, Martin Peña Sector, Santurce Sur Ward, San Juan, Puerto 

Rico. It is further identified with property identification number (PIN) 79-041-091-159-TU (part 

of) according to the cadastral maps of the Municipalities Revenue Collection Administration 

(CRIM by its Spanish acronym). 

 

Property Rights Appraised 

This appraisal is prepared with the understanding that title to the subject property is 

unencumbered fee simple. 
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Type and Definition of Value 

Definition of Fee Simple According to The Appraisal of Real Estate 13
th

 Edition, p.111 

Fee Simple Estate is defined as follows: “Absolute ownership unencumbered by any other 

interest or estate, subject only to the limitations imposed by the governmental power of 

taxation, eminent domain, police power and escheat”. 

 

Definition of Market Value According to The Dictionary of Real Estate 5
th

 Edition, p. 122 

Market Value is defined as follows: “The most probable price that the specified property 

interest should sell for in a competitive market after a reasonable exposure time, as of a 

specified date, in cash, or in terms equivalent to cash, under all conditions requisite to a fair 

sale, with the buyer and seller each acting prudently, knowledgeably, for self-interest, and 

assuming that neither is under duress.”  

 

Reasonable Exposure Time 

Another consideration to be addressed with respect to our conclusion of value is our opinion of 

reasonable exposure period.  According to Appraisal Standards Board Statement Number 6 

exposure time must be considered when the purpose of an assignment is to develop an opinion of  

market value.  The appraiser must develop an opinion of reasonable exposure time linked to the 

value opinion.  Our opinion for the forecasted reasonable exposure time has been included within 

the reconciliation and final value opinion section of this report. 

 

Effective Date of Opinion of Value 

The effective date of the opinion of value is October 25, 2016. 

 

Date of the Report 

The date of the report is October 27, 2016. 
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SCOPE OF THE APPRAISAL WORK 

 

The Uniform Standards of Professional Appraisal Practice and Advisory Opinions under the 

Scope of Work Rule require for every appraisal that the appraiser: 

1. identify the problem to be solved; 

2. determine and perform the scope of work necessary to develop credible assignment 

results; and  

3. disclose the scope of work performed 

  

The intention of following the Scope of Work Principle is to disclose to the client and any other 

intended users of this report: 

1. why the client and any other intended user needs the service performed (the nature of the 

client’s problem to be addressed) 

2. the type of value to be developed and the effective date of the report, given the nature of 

the client’s problem; 

3. the relevant physical, legal and economic characteristics of the subject property; and 

4. Any extraordinary or hypothetical conditions required for the development of a credible 

opinion of value as well as any jurisdictional exception or supplemental standards 

affecting the development of the opinion of value. 

 

Using this information, the appraiser tailors the amount of market research and analysis 

necessary to solve the problem posed by the appraisal assignment. 

 

The subject of this appraisal is the Fee Simple Estate of a vacant lot identified as “Parcel B” 

located across the street southwest of Sagrado Corazón Urban Train Station, Martín Peña Sector, 

Santurce Sur Ward, San Juan, Puerto Rico.  It is further identified with property identification 

number (PIN) 79-041-091-159-TU (part of) according to the cadastral maps of the Municipalities 

Revenue Collection Administration (CRIM by its Spanish acronym). 

 

The intended user of this report is our client, the Government Development Bank for Puerto Rico 

and its personnel. This appraisal is prepared for the evaluation of the subject property for 

decision making process on the subject property and financing purposes. Under this scenario 

there are no Extraordinary Assumptions and/or Hypothetical Conditions to consider in this 

report. 
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The Scope of Work includes, but is not limited to: 

 The extent to which the property is identified 

The subject property location and site area were identified from the legal description provided to 

the appraisers included as an Exhibit in this report and physical observation. The subject is 

identified as “Parcel B” located across the street southwest of Sagrado Corazón Urban Train 

Station, Martín Peña Sector, Santurce Sur Ward, San Juan, Puerto Rico.  It is further identified 

with property identification number (PIN) 79-041-091-159-TU (part of) according to cadastral 

map of the Municipalities Revenue Collection Administration (CRIM by its Spanish acronym). 

The subject parcel is further described in the Description of the Subject Property section of this 

report. 

 

 The extent to which tangible property is inspected 

The subject property was observed to analyze its main characteristics. The documents about the 

subject property were analyzed and are assumed to be true and correct. 

 

With the personal observation of the physical aspects of the real estate and all pertinent 

documentation, and the analyzes of all significant valuation factors that could affect the market 

value of the subject property, its neighborhood and the residential market segment to which it 

belong we made all the relevant analyzes and investigations to arrive at a final conclusion of 

value of the subject, as of the effective date of the appraisal. 

 

 The type and extent of data researched  

The research developed to appraise the subject property includes gathering information on 

comparable data and its confirmation. The analysis of the comparable data to develop the 

applicable approaches to value, consistent with the expectations of the participants in this market 

and with the current techniques and methodologies necessary to produce a credible and 

competent appraisal as required by Standard 1; and the communication of the analysis, opinions 

and conclusions in a manner that is not misleading as required by the Standard 2 of USPAP as 

promulgated by the Appraisal Standard Board of the Appraisal Foundation. 
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 The type and extent of analyzes applied to arrive at opinions or conclusions 

In order to opine with respect to the Market Value of the Fee Simple Estate of the Subject 

Property we developed the Sales Comparison Approach to value. This method is the most 

effective and understood method for the valuation of land resources. 

 

A series of comparable land sales were researched for this assignment. Data on comparable sales 

was obtained from public records at the Registry of the Property as well as the CRIM property 

comparable data bank. Additional sources of information included our own files, comparable 

data services, published information and data obtained from other real estate industry 

professionals. Confirmation of the data is attempted through the best possible sources.  

Additional information pertinent to the subject and comparable properties is gathered and studied 

from the appropriate Planning Board maps, tax maps, and federal flood maps.   

 

We want to recognize that the majority of the statements made in the Assumptions and Limiting 

Conditions Section of this report are an integral part of our scope of work process. 

 

The Scope of Work described above is judged reliable since what is developed and reported is 

what the appraisers’ peers would develop, given the same assignment.  Finally, the goal of this 

appraisal is to arrive at a credible opinion of value which is of service to the client, taking into 

account the intended use of this appraisal. 
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STATEMENT OF ASSUMPTIONS AND LIMITING CONDITIONS 

 

 

This appraisal report has been made with the following general assumptions: 

 

• No responsibility is assumed for the legal description provided or for matters pertaining 

to legal or title considerations. Title to the property is assumed to be good and marketable 

unless otherwise stated. 

 

• The property is appraised free and clear of any or all liens or encumbrances unless 

otherwise stated.  

  

• Responsible ownership and competent property management are assumed.   

 

• The information furnished by others is believed to be reliable, but no warranty is given 

for its accuracy. 

 

• All engineering studies are assumed to be correct. The plot plans and illustrative material 

in this report are included only to help the reader visualize the property. 

 

• It is assumed that there are no hidden or unapparent conditions of the property, subsoil, or 

structures that render it more or less valuable.  No responsibility is assumed for such 

conditions or for obtaining the engineering studies that may be required to discover them. 

 

• It is assumed that the property is in full compliance with all applicable federal, state, and 

local environmental regulations and laws unless the lack of compliance is stated, 

described and considered in the appraisal report.   

 

• It is assumed that the property conforms to all applicable zoning and use regulations and 

restrictions unless a nonconformity has been identified, described and considered in the 

appraisal report.   

 

• It is assumed that all required licenses, certificates of occupancy, consents, and other 

legislative or administrative authority from any local, state, or national government or 

private entity or organization have been or can be obtained or renewed for any use on 

which the value estimate contained in this report is based.   

 

• It is assumed that the use of the land and improvements is confined with the boundaries 

or property lines of the property described and that there is no encroachment or trespass 

unless noted in the report. 

 

• Unless otherwise stated in this report, the existence of hazardous materials, which may or 

may not be present on the property, was not observed by the appraiser. The appraiser has 

no knowledge of the existence of such materials on or in the property. 

  



 13 

Statement of Assumptions and Limiting Conditions (Continued) 
 

The appraiser, however, is not qualified to detect such substances. The presence of 

substances such as asbestos, urea-formaldehyde foam insulation and other potentially 

hazardous materials may affect the value of the property. The value estimated is 

predicated on the assumption that there is no such material on or in the property that 

would cause a loss in value. No responsibility is assumed for such conditions or for any 

expertise or engineering knowledge required to discover them. The intended user is urged 

to retain an expert in this field, if desired. 

 

• Any allocation of the total value estimated in this report between the land and the 

improvements applies only under the stated program of utilization. The separate values 

allocated to the land and buildings must not be used in conjunction with any other 

appraisal and are invalid if so used.  

 

• Possession of this report, or a copy thereof, does not carry with it the right of publication. 

 

• The appraiser, by reason of this appraisal, is not required to give further consultation or 

testimony or to be in attendance in court with reference to the property in question unless 

arrangements have been previously made.   

 

• Neither all nor any part of the contents of this report (especially any conclusions as to 

value, the identity of the appraiser, or the firm with which the appraiser is connected) 

shall be disseminated to the public through advertising, public relations, news, sales or 

other media without the prior written consent and approval of the appraiser.   

 

• Any value estimates provided in the report apply to the entire property, and any proration 

or division of the total into fractional interests will invalidate the value estimate, unless 

such proration or division of interests has been set forth in the report.  

 

• The forecast, projections, or operating estimates contained herein are based on current 

market conditions, anticipated short-term supply and demand factors, and a continued 

stable economy. These forecasts are, therefore, subject to changes with future conditions. 

 

• The American with Disabilities Act (ADA) became effective January 26, 1992. The 

appraiser has not made a specific compliance survey or analysis of the property to 

determine whether or not it is in conformity with the various detailed requirements of 

ADA. It is possible that a compliance survey of the property and a detailed analysis of the 

requirements of the ADA would reveal that the property is not in compliance with one or 

more of the requirements of the act. If so, this fact could have a negative impact upon the 

value of the property. Since the appraiser has no direct evidence relating to this issue, 

possible noncompliance with the requirements of ADA was not considered in estimating 

the value of the property. 

 

• No liability is assumed for matters which are legal or environmental in nature.  
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Statement of Assumptions and Limiting Conditions (Continued) 
 

• Ownership and management are assumed to be in competent and responsible hands. We 

have not been engaged to evaluate the effectiveness of management and we are not 

responsible for future marketing efforts and other management actions upon which actual 

results will depend. 

 

• No architectural or engineering study, property survey, soil study or environmental 

investigation has been made and no liability is assumed in connection with such matters. 

The described physical condition of the improvements, if any, based on visual description 

only, and it is assumed that there are no hidden or unapparent physical conditions 

affecting value.   

 

• Improvements, if any, are assumed to be within lot lines and in accordance with local 

zoning and building ordinances as well as all applicable federal, state and local laws and 

regulations, except as noted. Any plans, diagrams or drawings provided are intended 

solely to facilitate understanding and are not meant to be used as reference in matters of 

survey. The legal description, if furnished, should be verified with the aid of legal 

counsel.   

 

• The appraisal was prepared for the purpose stated and should not be used for any other 

purpose.   

 

• All direct and indirect information supplied by the client or representatives of the client 

concerning the subject property is assumed to be true and accurate. No responsibility is 

assumed for information supplied by others although any such information cited is 

believed to be reliable and correct.   

 

• The signatories shall not be required to give further consultation or testimony, or appear 

in court or at any public hearing with reference to the property appraised unless prior 

arrangements have been made with the client. 

 

• Disclosure of the contents of this report is governed by the Bylaws and Regulations of the 

Appraisal Institute. Possession of this report, or copy thereof, or any part thereof does not 

carry with it the right of publication, nor may it be used by anyone but the part for whom 

it has been prepared without the prior written consent and approval of Carlos E. 

Gaztambide and Associates.   

 

• None of the contents of this report (especially any conclusions to value, the identity of the 

appraiser, or the firm with which he is connected, or any references to the Appraisal 

Institute or to the MAI designation) shall not be disseminated to the public through 

advertising media, news media, sales media, or any other public means of communication 

without the prior written consent and approval of Carlos E. Gaztambide and Associates. 
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Statement of Assumptions and Limiting Conditions (Continued) 

 

• No responsibility is assumed for the accuracy of any description of physical materials and 

conditions pertaining to the property, or any damages sustained in connection with actual 

or potential deficiencies or hazards as such, but not limited to, inadequacies or defects in 

the structure, design, mechanical equipment or utility services associated with the 

improvements; air or water pollution, noise, flooding, storms or wind, traffic and other 

neighborhood hazards, radon gas, asbestos, natural or artificial radiation or toxic 

substances of any description, whether on or off the premises. The client is advised to 

retain an expert in the field. 

 

• This report is intended to be read and used as a whole and not in parts. Separation of any 

section or page from the main body of the report is expressly forbidden and invalidates 

the report.   

 

• Where the property being considered is part of a larger parcel or tract, any values 

reported relate only to the portion being considered and should not be construed as 

applying with equal validity to other portions of the larger portion or tract.   

 

• Any projections of future rents, expenses, net operating income, mortgage debt service, 

capital outlays, cash flows, inflation, capitalization rates, discount rates or interest rates 

are intended solely for analytical purposes and are not to be construed as predictions of 

Carlos E. Gaztambide and Associates. They represent only the judgment of the authors as 

to the assumptions likely to be used by purchasers and sellers active in the marketplace, 

and their accuracy is in no way guaranteed.  

 

• No formal marketing or feasibility study was provided or available to the appraisers. 

Marketability and financial feasibility determinations included in this report are only 

intended to support the highest and best use framework for purposes of this appraisal. 
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Legal Description 

The legal description of the subject property provided to the appraisers is included as an Exhibit 

of this report. Area of the subject property is based on legal description provided to the 

appraisers. 

 

Identification of Personal Property 

Non real estate items (personal property) are not considered in this appraisal. According to the 

Dictionary of Real Estate Appraisal this item is defined as “Personal property includes movable 

items that are not permanently affixed to, and part of the real estate”. 

 

History of the Subject 

The Uniform Standard of Professional Appraisal Practice require that in developing a real 

property appraisal, the appraiser must consider and analyze any prior sale of the subject being 

appraised that occurred during the last three years for all property types and considered and 

analyzed any known agreement of sale, or opinion, or listing of the subject provided such 

information is available. 

 

The information made available to the appraisers indicates that the subject property has not been 

in negotiation in the last 3 years, the mandatory review period established by Standard Rule 1-5.  

The subject property has been owned by the Government Development Bank for Puerto Rico 

since May 31, 2007 in barter (in Spanish language is translated to “permuta”) of another parcel 

in Santurce Sur Ward identified as “Finca San Juan” owned by “Departamento de 

Transportación y Obras Públicas de Puerto Rico”. This barter has no relevance with respect to 

this valuation. 

 

Taxes and Assessment Data 

The taxes and assessment data of the subject property were not provided to the appraisers. 
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MARKET OVERVIEW OF THE PUERTO RICO ECONOMY 

 

The history of Puerto Rico's economic development dates back 500 years with Spanish 

Galleons anchored beneath La Fortaleza, in the protected harbor of the "Rich Port". Today, 

cruise ships and container ships berth at the modern port facilities in San Juan Bay, adding 

tourists and trade goods to support the economy of this Caribbean Island's resident 

population of approximately 3.6 million people. Puerto Ricans born on the island have been 

U. S. citizens since 1917. In year 1952, the people of Puerto Rico ratified their constitution 

establishing the Commonwealth of Puerto Rico and the continuing bond with the United 

States.  

 

Puerto Rico is the easternmost of the Greater Antilles (18° 15' N, 66° 30' W), and the fourth 

largest island in the Caribbean after Cuba, Hispaniola (which comprises the Dominican 

Republic and Haiti), and Jamaica. The Island is located at the crossroads between North 

and South America, at just 3.5 hours airtime from New York, 60 minutes from Caracas, and 

at only 4 days sailing from major Atlantic and Gulf of Mexico ports. The Island, with an 

area of 3,435 square miles (9,000 sq. km.) approximately 110 miles long by 39 miles wide 

having a mountainous interior surrounded by a wide coastal plain. Rainfall averages 69 

inches (175 cm) per year and the year-round temperatures range from 74°F (23°C) in the 

winter to 78°F (27°C) in the summer.  

 

The United States and the Commonwealth of Puerto Rico share a common defense, market, 

and currency. The Commonwealth exercises similar control over its internal affairs as do 

the 50 states. It differs from the states, however, in its relationship with the federal 

government. The people of Puerto Rico, as U.S. citizens, enjoy protections of the U.S. 

Constitution; they do not however, vote in national elections. They are represented in 

Congress by a Resident Commissioner who has a voice in the House of Representatives, 

but no vote. Most federal taxes, with some exceptions such as Social Security, are not 

levied in Puerto Rico who has fiscal autonomy. Although Spanish is the primary language.  
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Commonwealth governmental structure and responsibilities are similar in nature to those 

of the various state governments. In addition, the Commonwealth government assumes 

primary responsibility for police and fire protection, education, public health and welfare 

programs, and economic development. Puerto Rico is comprised of 78 municipalities, and 

with the Island's long tradition of political patronage and persistent corruption, fiscal 

programs are heavily indebted. The seriousness of the problem has resulted in the major 

ratings agencies downgrading the Commonwealth's various debt obligations, including 

those of public corporations, to below investment-grade rating, or "junk" level as referred 

to in the finance industry. The debt of approximately $ 72.2 billion ranks highest in the 

nation among states on a per capita basis. The downgrades did not come as a surprise. The 

local economy has been unable to grow since the middle of the prior decade.  

 

A definitive statement of the Island's dire fiscal situation came in June 2015 when 

Governor, Alejandro Garcia Padilla announced in a New York Times interview that the 

debt is "unpayable". A restructuring of some of the debt should finally resolve some of the 

most egregious problems for the economy including at the Puerto Rico Electric Power 

Authority, the Ports Authority, and the Department of Education among others. Puerto 

Rico's Treasury Department and the Government Development bank need to regain their 

liquidity and take on efficiency in their most important role.  

 

The government hopes to use the recent report by former International Monetary Fund 

Managing Director, Anne O. Krueger to support its position to renegotiate the debt. Puerto 

Rico is indeed in the national spotlight because of its fiscal problems. Being excluded from 

Chapter 9 of the U.S. bankruptcy code, Puerto Rico will be navigating through uncharted 

waters. This unfortunately has a Moody's lead analyst saying "we believe the debt-

restructuring process is likely to be protracted and legally contentious."  

 

The economic recession has affected all levels of Puerto Rican society and there has been 

significant ongoing migration of island residents to the mainland. A Federal Reserve Bank 

of New York report on the topic by Laison R. Abel and Richard Deitz points out that in the 

nine years prior to 2014 the population of the island was estimated to have declined 5.5%. 

The latest U.S. Census Bureau data points to a net out-migration of -64,000 residents during 
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2014. This in-turn shrinks goods consumption and the tax base, negatively impacting upon 

government revenues. It also negatively impacts upon real estate markets lowering demand 

and leaving properties vacant and un-sold increasing inventories and pressuring down 

prices. The Office of the Commissioner of Financial Institutions has been tracking property 

foreclosures on the island. As of June 2015 residential properties numbering 18,945 units 

were in the process of foreclosure by lenders. These units represent $2.5 billion of mortgage 

debt. Including all properties behind on mortgage payments the June 2015 residential 

mortgage delinquency rate was 13.44%. 

 

On a positive note the delinquency rate shows improvement over annual rates during the 

2010 to 2014 period. Construction of new private housing units has shown a steep decline 

during the recession. Whereas 16,873 units were constructed during 2004 and 11,229 

during 2007, only 3,194 units were constructed during 2013. The number falls to 2,187 new 

private housing units constructed during fiscal year 2014. Another sector of the economy 

hard hit by the recession has been new automobile sales. During 2014 a total of 88,200 new 

cars and trucks were sold. This represents a 6l.7% decrease from the 134,391 units sold in 

2004. For 2015 the United Automobile Importers Group is projecting sales of new units, 

fall further to 80,000 units.  

 

One frequently cited measure of the local economy overall is the Government Development 

Bank's Economic Activity Index (GDB-EAI). The index posted a narrow drop in July, 

remaining in negative territory for a 21
st
 straight month, reaching its lowest level in 20 

years. The June-July 2016 EAI of 125.9, was a -2.0% decrease from the same period in 

2015. All analysts concur that Puerto Rico's economic activity remains at a depressed 

level and no meaningful signs of recovery have emerged. In spite of the challenges facing 

the Puerto Rico economy, some bright spots can be reported. Tourism, representing 

approximately 6.2% of the Island's Gross National Product (GNP), reported significant 

increases in most of its sectors during the recent fiscal year 2014 ended June 30
th

. Hotel 

occupancy increased by 1%, to 70.5%. New hotel rooms added to inventory were 500 

including the Hotel Blok in Vieques and the Vanderbilt in Condado. It was reported that 

an additional 3,850 hotel rooms were in the financing, permits and construction phase.  
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Cruise ship passenger arrivals set a new record of 1.5 million representing a one year 

increase of 24.8% and a two year increase of 45.8%. These trends have spurred 

acquisitions in the local hotel market including the famed San Juan Hotel in which the 

new owners have planned $40 million in renovations. Many national chain stores have 

long reported some of their best performing outlets are in Puerto Rico. Retail demand on 

the part of consumers and tenants has spurred new construction or expansion of shopping 

malls in Puerto Rico.  

 

The market leader, Plaza Las Americas will be expanding onto a recently acquired 11 

“cuerdas” site adjacent to the existing mall. The new property will have 210,000 square 

feet of retail shopping space plus a hotel component. In addition, the owner, Empresas 

Fonalledas will be expanding by 200,000 square feet their property in Ponce, Plaza 

Caribe, to include Macy's as a new anchor tenant. The Taubman Centers Company 

recently inaugurated their Mall of San Juan development. The upscale shopping mall 

comprises 650,000 square feet anchored by the first Nordstrom and Sak’s department 

stores in Puerto Rico. Also under construction in San Juan is the 100,000 square foot retail 

and entertainment component of the Paseo Caribe development located adjacent to the 

Caribe Hilton Hotel. And rounding out the plans for new malls is the Sambil development 

in Guaynabo with room for 300 stores and more in 500,000 square feet. Sambil is 

expected to introduce numerous Latin American retailers into the Puerto Rican market. 

Individual retailers and service businesses are executing expansions in Puerto Rico. The 

renowned Serafina restaurant opened in La Concha Hotel along Ashford Avenue in the 

Condado. It is the 25
th

 location for the worldwide Italian restaurant chain. Red Mango 

Cafe has planned four new locations in Puerto Rico during 2015.  

 

The yogurt and healthy fare cafes had only arrived in Puerto Rico during 2014 but interest 

by franchisees is supporting an expansion plan continuing into 2016. Companies investing 

in Puerto Rico with new industrial plant openings or expansions include MedsDirect with 

a manufacturing facility in Guánica. Also creating new jobs in the municipality of Moca is 

the arrival of Honeywell Aerospace who will occupy a new 73,000 square foot research 

and development center at the Las Americas Technology Park. In the municipality of 
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Aguadilla the Rafael Hernandez Airport is hosting a significant maintenance and repair 

operation of Lufthansa airlines with a lease agreement extending 20 years. Investment 

advice is offered to clients of the new brokerage office HJ Sims. They are certainly aware 

of the significant tax breaks in Laws 20 and 22 of 2012 now attracting investment dollars 

to Puerto Rico by outsiders.  

 

One famous investor has recently been extolling the virtues of investment in Puerto Rico. 

His name is Nicolas Prouty and he is the Managing Partner of Putnam Bridge, a billion 

dollar investment firm now located in Santurce. At a recent tech industry conference Mr. 

Prouty told attendants that he is "A believer in Puerto Rico" as his hundred million dollar 

investments here, “Ciudadela” and “Puerto Del Rey”, certainly demonstrate. John Paulson 

is another famed investor who has taken a hard look at Puerto Rico and has made multi-

million dollar investments here including a majority stake in the luxury St. Regis Resort in 

Bahia Beach and real estate in Condado including the Vanderbilt and La Concha Hotels.  

 

Included overleaf is the Puerto Rico Fact Sheet produced by the Office of Economic 

Studies and Analysis,' of the Government Development Bank for Puerto Rico. This 

periodic publication includes a number of data points to help the reader gain background 

into the Puerto Rican Economy. 

 

Impact of the economy over the Subject Property 

The subject of this appraisal is impacted negatively by current recession over the Island, 

similar to all properties in the real estate market. The recession has affected negatively all 

levels of society. It also negatively impacts upon real estate markets lowering demand and 

leaving properties vacant and un-sold increasing inventories and pressuring down prices. In 

Puerto Rico demand is not strong, in current market conditions supply is outpacing demand. 
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For additional information please refer to the related Puerto Rico Economic Indicators provided 

by the GDB. 
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RECENT DEVELOPMENT IN THE ECONOMY OF THE SAN JUAN 

METROPOLITAN AREA  

(Prepared by Dr. Mohinder Bhatia for Carlos E. Gaztambide & Associates) 

 

OVERALL 

Since 2006, the economy of Puerto Rico is in recession. Because the economy has lost 13 

percent of GDP and 200,000 jobs, some people have described the situation depressionary.  

 

The San Juan Metropolitan Area (SJMA) has seven municipalities namely, San Juan, Bayamón, 

Caguas, Carolina, Cataño, Guaynabo and Trujillo Alto. The economic conditions in all these 

municipalities have deteriorated. In 2006, SJMA provided jobs to 452,600 and this number has 

declined to 375,900, a loss of 76,700 jobs, or 16.9 percent. This reflected wage loss of $1,839 

million in 2011. In 2006, the rate of unemployment in SJMA was 8.1 percent, and by 2011, this 

rate had increased to 12.6 percent. In 2006, 40,000 workers were unemployed and by 2011 this 

number had increased to 54,200.  

 

During the twelve months, October 2011 – 12, there have been some improvements in the labor 

condition. The rate of unemployment declined from 13 percent to 10.9 percent, the number of 

unemployment declined from 56,600 to 46,700, and the number of employees increased from 

377,300 to 381,400. Even with the improvements, the number of employees in SJMA in October 

2012 was less than 2006 by 71,200. 

 

There was out-migration of people, due to loss of jobs. During the decade of 2000-10, the 

population of SJMA declined by 66,845, reflecting a decline of 5.6 percent. The population of 

Puerto Rico declined by 2.2 percent. SJMA population decline constituted 81 percent of the 

decline in Puerto Rico’s population. Density of the population has declined which has an 

enormous impact on property values.  

 

Under the American Community Survey, the population of SJMA in 2011 was 1,121,506, 

reflecting a loss of 0.2 percent in one year.  
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While jobs, incomes, and population have declined in SJMA, the number of housing units 

increased from 456,915 in 2000 to 509,698, reflecting an increase of 11.6 percent. It should be 

pointed out that the number of households in SJMA increased from 415,504 to 437,060 in the 

last decade. A mismatch between supply and demand for housing units has prompted a 

substantial drop in property values. 

 

POPULATION  

The San Juan Metropolitan Area consists of seven municipalities. Under the Census of 2010, 

seven municipalities had a population of 1,124,003 as compared to 1,190,848 in 2000. During 

the last decade, the population of SJMA declined by 5.6 percent, at an annual rate of 0.5 percent. 

During the last decade, the population declined by 66,845 in the area and of the seven 

municipalities, with the exception of the Municipality of Caguas, the other six experienced 

population decline. In the municipality of San Juan, the population declined by 39,048, Bayamón 

15,928, Carolina 9,314, Cataño 1,931, Guaynabo 2,129 and Trujillo Alto 886. The population 

decline in San Juan accounted for 58.4 percent of the total population decline in SJMA.  

 

Under the concept of the American Community Survey, the U.S. Census Bureau has produced 

population estimates for the year 2011. The population decline in 2011 in SJMA has continued. 

The population was 1,121,506 in 2011 as compared to 1,124,003 in 2010, a decline of 0.2 

percent. It may be noted that while the population decline continues, the rate of decline has 

sharply come down. In 2011, the population declined in each one of the seven municipalities of 

the area. 

 

 The population of SJMA during 2006 – 11 has declined because: 

- The housing costs had sharply increased, and households decided to move out,  

- Stagnating real household incomes contributed to a reduction,  

- Job opportunities virtually dried out since 2006 when the current depression started,  

- Job opportunities began to improve in the major job markets for Puerto Ricans in the U.S. 

(Orlando, New York, Miami, Tampa, Atlanta, etc.) and,  

- Quality of life deterioration as reflected in crime increment also had a sizeable impact on 

the people to move out. 
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It should be pointed out that there is some improvement in job opportunities in 2012 in the area, 

and that development has slowed down the population decline.  

 

SJMA has an area of 248 square miles (Bayamón 44, Caguas 57, Carolina 45, Cataño 5, 

Guaynabo 27, San Juan 48 and Trujillo Alto 21). Density of the population in the area declined 

from 4,802 to 4,532 in 2010. The density continued to decline in 2011. The density decline has a 

substantial influence on land values, which influence property and house prices. 

  

Of the 1,124,003 people living in the seven municipalities of SJMA, 254,000 had ages under 18 

years, and 180,000 had ages over 65 years. The young and old people constituted 38.6 percent of 

the total SMJA population in 2010. There were living in the area 690,000 people who pertained 

to the age groups 18-64 which was a source for workers origination.  

 

SJMA population constituted 31.3 percent of the total population of Puerto Rico in 2000, and 

this ratio declined to 30.2 percent under the Census 2010.  

 

The declining population of SJMA will have an impact on: 

- The supply of the labor force,  

- Demand for goods and services,  

- Personal income of the area, and,  

- Revenues of the central government and seven municipal governments emerging from 

property taxes, patents and license fees.  

 

These changes will have significant influence on land values and housing values, as well as 

commercial property values.  

 

HOUSING 

In the San Juan Metropolitan Area, the number of housing units has continued to increase even 

when the population of the area declined in the last decade. The population of the area declined, 

and the number of housing units increased.  
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According to the 2010 Census, there were 509,698 housing units in the SJMA as compared to 

456,915 units in 2000, reflecting an increase of 11.6 percent. In the period 2000-10, the 

population of the municipalities of San Juan, Bayamón, Caguas, Carolina, Cataño, Guaynabo 

and Trujillo Alto declined 5.6 percent. 

 

Among the 509,698 housing units in 2010, 437,060 (85.7 percent) were occupied and 72,638 

(14.3 percent) vacant. A housing unit is vacant if no one is living in it. New housing units not yet 

occupied are classified as vacant housing units. A housing unit is occupied if it is the usual place 

of residence of the person(s) living in it. The occupant may be a single person or occupants may 

be two or more persons, or two or more families living together. 

 

Because of declining population and an increasing number of housing units, the vacancy rate of 

9.1 percent in 2000 increased to 14.3 percent in 2010. There were 41,421 vacant housing units in 

2000 and this number increased to 72,638 in 2010. 

 

During the decade of 2000-10, the number of households increased from 415,504 to 437,060, an 

increment of 21,556. During the same period total housing units increased 52,773. The supply 

exceeded demand by 31,217 units. It is this mismatch which caused the drop in the housing 

prices by as much as 30 percent, or perhaps more in certain areas, and high price brackets.  

 

During the past several years, there were more than 350 projects under construction in Puerto 

Rico where there were more than 20,000 housing units in some level of development, including 

ready to be occupied and some under construction. A number of these projects are located in 

SJMA. These developed and in the process of development housing units which are unoccupied 

are expected to have depressing price influence for some time to come. 

 

The vacancy rate in San Juan was 14.3 percent. In SJMA, in the municipalities other than San 

Juan, the vacancy rate was 12.3 percent in 2010. The municipality of Guaynabo in 2010 had 

4,610 vacant housing units out of 42,012 which reflected vacancy rate of 11 percent. In Puerto 

Rico, among the 1,636,946 housing units, the vacancy rate was 15.9 percent. 
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Under the American Community Survey, in 2011, there were 404,319 households in SJMA. It is 

surmised that a household is equal to one occupied housing unit, which is the usual place of 

residence of one person or more than one person (a family). Thus, in 2011, there were 404,319 

occupied housing units in SJMA, a number lower than what the Census of 2010 indicated. 

 

LABOR FORCE, EMPLOYMENT AND UNEMPLOYMENT  

Puerto Rico is in a condition of depression. Puerto Rico has lost 200,000 jobs, and its GDP is 

lower now than what it was in 2006 by 13 percent. The San Juan Metropolitan Area which 

includes seven municipalities has lost 76,700 jobs during the period of 2006-11. In SJMA, the 

rate of unemployment has increased from 8.1 percent in 2006 to 12.6 percent in 2011.  

The labor force of SJMA has sharply declined from 492,600 in 2006 to 430,200 in 2011, 

reflecting a decline of 12.7 percent. The decline of 62,400 in the labor force in SJMA emerged 

from all the seven municipalities of the area, San Juan 25,400, Bayamón 10,700, Caguas 6,200, 

Carolina 10,200, Cataño 1,200, Guaynabo 5,700 and Trujillo Alto 3,000. Part of the labor force 

decline can be attributed to the number of people in the eligible population (16 + years) and part 

to a decline in the labor force participation rate. People withdrew from the labor force due to a 

lack of job opportunities.  

 

On the labor market conditions, the latest data available is for the month of October 2012. In this 

month, in the area there were employed 381,400 as compared to 377,300 in October 2011. It is 

surmised that additional 4,100 opportunities occurred due to the fact that 2012 is an election year 

and that incumbent administration increased infrastructure investment. 

  

In October 2012, the number of unemployed declined to 46,700, from 56,600, and the rate of 

unemployment declined by 2.1 percentage points from 13.0 percent to 10.9 percent. During the 

period October 2011 – 2012, the number of people in the labor force declined from 433,900 to 

428,100 in SJMA reflecting developments in the eligible population and on migration.  
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RETAIL TRADE  

The data on retail trade represents a proxy for personal consumption expenditures which 

constitutes about 60 percent of GDP. The data on retail trade is available up to September 2012. 

This data is compiled by the Commercial and Export Company for Puerto Rico and nine regions. 

Among these regions, there are three which pertrude into the San Juan Metropolitan Area 

(SJMA). The three pertruding regions, namely, San Juan, Bayamón, and Caguas have a large 

number of municipalities which are outside what traditionally constitutes SJMA. For example, 

the San Juan Region includes the municipalities of Canovanas, Carolina, Guaynabo, San Juan 

and Trujillo Alto. The Caguas Municipality, which is part of San Juan Metropolitan Area is not 

part of the San Juan Region. Similarly, the Bayamón Municipality which is part of SJMA is not 

part of the San Juan Region. For the sake of brevity, this report equates SJMA with the San Juan 

Region.  

 

The San Juan Region had retail sales $11.9 billion in 2006 and $10.8 billion in the Calendar year 

2011, reflecting a decline of 9.2 percent over a period of five years in nominal prices. During the 

same period, CPI increased by 19 percent. Therefore, in constant prices, retail sales dropped by 

28.2 percent in the SJMA. 

 

It may be noted that the retail sales in Puerto Rico (all nine regions) were $34.8 billion in 2006 

and $35.4 billion in the Calendar year 2011, reflecting an increase of 1.7 percent in nominal 

prices. When the inflation factor is injected in the analysis, it will be noticed that the retail sales 

declined by 17.3 percent in Puerto Rico. In relation to Puerto Rico, SJMA retail sales declined by 

10.9 percent more than the former. If the retail sales represent some sort of purchasing power, 

these data reflect that the SJMA has suffered more. 

  

During the period January – September 2011 and 2012, the retail sales in the San Juan region 

increased from $7,816 million to $7,935 million, reflecting an increase of 1.5 percent in nominal 

prices. During the same period, CPI increased by almost 2 percent. Although, the retail sales in 

nominal prices increased during the first nine months of 2012, the sales declined in real prices by 

0.5 percent. 
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DECLINING BUSINESSES ESTABLISHMENTS 

The Department of Labor and Human Resources complies data on employment, total salaries for 

a quarter, average salary per worker and business establishments by industry. For the purpose of 

evaluating economic conditions in the San Juan Metropolitan Area, the consultant consolidated 

data on the variables for the seven municipalities. 

 

The San Juan Metropolitan Area consists of seven municipalities. SJMA is being impacted 

severely by the current depression. During the period of the Second Quarter 2007 – 2011, in the 

area there were 5,400 businesses closed. In 2007, there were 28,785 establishments and their 

number was reduced to 23,385. The 5,400 closed businesses in the area constituted 46.2 percent 

of the 11,681 closed establishments in Puerto Rico. There were 62,284 establishments in Puerto 

Rico in the Second Quarter of 2007 and by the same quarter of 2011 their number was reduced to 

50,603.  

 

On an annual basis, 28,785 establishments paid $13,721 million dollars in salaries and wages in 

2007 as compared to $13,437 million in 2011 by 23,385 establishments. An average 

establishment paid $575,000 salaries in 2011 and $447,000 in 2007. The economic impact of a 

decline of 18.8 percent in establishments in SJMA during the period 2007-11 was offset by 20.5 

percent increase in wages and salaries paid by an average establishment. 

 

 As reflected in the size of salaries paid an average establishment in SJMA was larger than an 

average establishment in Puerto Rico. An average SJMA establishment paid annual salaries 

$575,000 as compared to $470,000 in Puerto Rico, a difference of 22.3 percent.  

 

In SJMA, an employed worker had an hourly wage of $10.89 in the Second Quarter of 2007 and 

in 2011 hourly wages had increased to $11.52, reflecting an increase of 5.8 percent. During the 

same period CPI in Puerto Rico increased by 12 percent from 102 to 114 (2005=100), which 

means the real wages in the SJMA declined by 6.2 percent. In Puerto Rico, as a whole, average 

wages increased from $11.45 per hour to $12.39 per hour, reflecting an increase of 8.2 percent. 

Since CPI increased by 12 percent, real wages in Puerto Rico declined by 3.8 percent. It is 
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interesting to note that standard of living of the people dropped more in SJMA than in Puerto 

Rico as a whole, 6.2 and 3.8 percent. 

 

The Department of Labor has made available data for the first quarter of 2012. During the first 

quarter of 2011 and 2012, the number of business establishment continued to decline (from 

23,310 to 22,599). In this twelve month period, the decline in establishment was 711. However, 

during the same period, total salaries paid increased from $13,440 million to $14,155 million, an 

increase of 5.3 percent. While the number of establishment declined, the salaries paid increased. 

It should be noted that the economic effect is felt through changes in dollars and cents. It may be 

further noted that during the period first quarter 2011 – 2012, total salaries increased in nominal 

prices in all the seven municipalities of the area. 

 

CPI – Consumer Price Index = Inflation  

 

PRESCRIPTION (Bhatia – Gaztambide & Associates) 

Six Municipalities out of seven in The San Juan Metropolitan Area have lost population during 

the last decade. SJMA has lost thousands of jobs. This economic deterioration must be stopped.  

It can be done if San Juan and other municipalities receive direct investment by national and 

international companies.  These companies have products, markets, management, capital and 

know how.  To attract these companies, their return on investment after tax must be improved 

which can be done if the U.S. Congress restores something similar to section 936 of the Internal 

Revenue Code whereby the U.S. companies will be able to repatriate profits free of income tax.  

The Project HR 3020, if and when enacted, will create Section 933A which will be similar to 

Section 936.  However, in San Juan Metropolitan Area as in Puerto Rico as a whole, the 

enactment of Section 933A of the Internal Revenue Code will not operate by itself.  The local 

government has to enact a stable imposition tax package that will assure investors a “level field” 

where the “return off” and “return on” their investment is assured over a reasonable holding 

period.  Moreover, the cost of Power has to be brought under control.  In other words, tax 

incentives work only if there is a “profit”. Therefore, Puerto Rico’s part of the equation must be 

“in place” to start. 
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Neighborhood Description 

The subject property is located along Fernández Juncos Avenue at the corners of Borinquen and 

Rexach Streets in the neighborhood of Santurce. Fernández Juncos Avenue is the primary local 

roadway for traffic traveling east from Old San Juan through Miramar and Santurce and on to 

Hato Rey.  Local traffic in the west direction through this neighborhood utilizes Ponce de León 

Avenue to the inmediate east of the subject. The Santurce Ward represents an urban district 

within San Juan.  The neighborhood is densely developed with residential and commercial uses.  

The Santurce neighborhood is also a location with a high density of institutional uses. The urban 

development of Santurce has its origins following the turn of the previous century, enjoying its 

peak as San Juan’s central business district during the period of 1950’s and 60’s. While the 

1970’s and 80’s brought with them a steep decline for Santurce, we can gratefully report that at 

the turn of the current century Santurce can be said to be showing reportable signs of 

revitalization. 

 

The inmediate neighborhood of the subject is centrally located and easily accessible to all major 

transportation routes.  Additionally, the Urban Train has a terminal at Sagrado Corazón (next to 

subject) to serve the eastern parts of Santurce. Typical urban infrastructure and services are 

available to the residents and businesses of the sector. Along with the gradual reclamation of 

properties throughout the neighborhood and a corresponding trend toward lower crime rates, 

both residential and commercial occupants are returning to Santurce. 
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DESCRIPTION OF THE SUBJECT PROPERTY 

SITE DESCRIPTION OUTLINE 

 
Location   : “Parcel B” across the street southwest of Sagrado 

Corazón Urban Train Station, Martín Peña Sector, 
Santurce Sur Ward, San Juan, Puerto Rico 

Property Identification Number  : 79-041-091-159-TU (part of) 
Tract Number at Property Registry : Not available 
Owner     : Government Development Bank for Puerto Rico 
 
Zoning     : DV-TU (“Plazas y Areas Verdes – Tren Urbano”); 

superimposed district 
 
Highest and Best Use   : Mixed use; Commercial – High Density Residential 

use 
 
Infrastructure    : Adequate urban infrastructure to include electric 

power, potable water, sanitary sewer and telephone 
mains serve this property 

 
Topography     : Level 
 
Access     : Good through Ponce De León Avenue, Fernández 

Juncos Avenue, Borinquen Avenue, Rexach Street 
and Luis Muñoz Rivera Expressway Street 

 
Frontage    : Good to Fernández Juncos Avenue, Borinquen 

Avenue, Rexach Street and Luis Muñoz Rivera 
Expressway 

 
Corner     : Yes, two corner site 
 
Exposure    : Adequate to local and through traffic 
 
Configuration     : Rectangular 
 
Flood Rating     : “Zone X”, outside the 0.2% annual chance flood; as 

per FIRM #72000C0370J, map revised date 
November 18, 2009 

Area     : 20,809.0301 square meters according to legal 
description 

Improvements    : Typical parking lot improvements such as asphalt 
paving, cyclone fence, gate, and lighting, all in 
average condition.  

Easement    : None known that could affect the utility of the 
property 

Soils       : No soil studies were provided to the appraisers. A 
determination of this nature is beyond the term of 
reference of this report. However, based on the 
general market tendencies observed within the 
immediate neighborhood, the soil appears adequate 
for the typical improvement.    
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PHOTOS OF THE SUBJECT PROPERTY 
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AERIAL VIEW OF THE SUBJECT PROPERTY 

  

SUBJECT 
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NEIGHBORHOOD AS SEEN ALONG BORINQUEN AVENUE DUE WEST. 

SUBJECT AT LEFT 

 

 

NEIGHBORHOOD AS SEEN ALONG BORINQUEN AVENUE DUE EAST. 

SUBJECT AT RIGHT 
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INTERIOR OVERVIEW OF SUBJECT AS SEEN FROM NORTH  

BOUNDARY DUE SOUTH 

 

 

GENERAL INTERIOR OVERVIEW OF WEST BOUNDARY OF SUBJECT. 

MUÑOZ RIVERA EXPRESSWAY BEHIND THE WALL 
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NEIGHBORHOOD AS SEEN ALONG REXACH STREET DUE SOUTH. 

SUBJECT AT RIGHT.  TRAIN STATION AT LEFT 

 

 

NEIGHBORHOOD AS SEEN ALONG REXACH STREET DUE NORTH. 

SUBJECT AT LEFT.  TRAIN STATION AT RIGHT 
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GENERAL OVERVIEW OF SUBJECT AS SEEN FROM REXACH STREET CORNER 

FERNANDEZ JUNCOS AVENUE DUE WEST 

 

 

NEIGHBORHOOD AS SEEN ALONG FERNANDEZ JUNCOS AVENUE DUE SOUTH. 

SUBJECT AT RIGHT 
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INTERIOR VIEW OF SUBJECT SOUTH SIDE AS SEEN FROM 

THE CENTER OF EAST BOUNDARY. 

 

 

INTERIOR VIEW OF SUBJECT NORTH SIDE AS SEEN FROM 

THE CENTER OF EAST BOUNDARY. 
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SUBJECT 

TAX MAP 
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SUBJECT 

ZONING MAP 
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SUBJECT 

PLANNING BOARD MAP 
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FLOOD MAP 
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PART FOUR - ANALYSIS OF DATA AND CONCLUSIONS 
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HIGHEST AND BEST USE 

 

According to The  Dictionary of  Real Estate Appraisal, 5
th

 Edition (Appraisal Institute, Chicago, 

2010) highest and best use is defined as follows: 

“The reasonably probable and legal use of vacant land or an improved 

property, that 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 productivity”. 

 

Moreover, highest and best use of land or a site as though vacant is further defined as among all 

reasonable alternative uses, the use that yields the highest land value after payments are made for 

labor, capital and coordination. The use of a property on the assumption that the parcel of land is 

vacant or can be made vacant by demolishing existing improvements. 

 

Highest and Best Use “as Vacant” 

Legally Permissible: Uses are derived from public (zoning) and private (deed restrictions) 

restrictions placed on the site. Applicable zoning for the subject is DV-TU as per the San Juan 

Municipality's "Mapa de Calificación de Suelo" Number 5D dated July 2007. DV (“Plazas y 

Areas Verdes”) allows for parks, square and green area. However, the TU (“Tren Urbano”) 

superimposed district promotes high density developments. It is evident upon examination of the 

immediate neighborhood that a number of uses have been permitted. Thus, the use of the subject 

for mixed use, commercial – high density residential purposes is legally permissible.  

 

Physically Possible: Physically Possible uses are evident from an observation of the property.  

The size of the site is large enough to support a variety of developments. The topography, grade, 

drainage, and other physical characteristics which the appraisers were able to observe, fully 

support a variety of potentials uses of the property. Good vehicular access is available to the 

property. The subject site is fully served by adequate urban infrastructure including water, sewer, 

and electrical service. The subject is located next to Sagrado Corazón Urban Train Station, 

Martin Peña Sector, Santurce Sur Ward. The location provides adequate access to Ponce De 

León, Fernández Juncos Avenue and urban areas of San Juan municipality. The subject site is 

apparently suitable for medium to high construction, based on observation of uses on 

neighboring parcels. The subject is level, comprising approximately 20,809.0301 square meters 

and is not located in a flood prone area. Thus, it appears that there are no physical limitations in 
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determining the highest and best use of the site for mixed use, commercial - high density 

residential purposes. 

 

Financially Feasible: The immediate neighborhood is a mix of office, commercial, industrial, 

institutional and residential uses. The high concentration of business enterprises located within 

this neighborhood next to the Central Business District of Hato Rey is testament to the financial 

feasibility of mixed use, commercial – high density residential use of the subject site. Due to the 

limited number of vacant comparable sites within the immediate neighborhood, the subject will 

likely capture a significant amount of residual demand for mixed use (commercial – high density 

residential) space. Note, that real estate participants concluded that notwithstanding the current 

recession, there is sufficient market demand for additional mixed use facilities within the 

immediate subject neighborhood in future years. These considerations attest to the fact that 

financially feasibility may be inferred. 

 

Maximally Productive: No other probable alternative use for the site is believed to exist that 

would economically justify the substitution of mixed use, commercial – high density residential 

use of the site, inclusive of supporting activities. The maximally productive and therefore, the 

highest and best use of the subject property is for mixed use, commercial – high density 

residential use. 

 

Conclusion 

Given the subject's zoning, location and the trends of the neighborhood, the use of the subject for 

mixed use, commercial – high density residential purposes use is forecast to produce the highest 

net return to the site over a typical holding period. Therefore the most productive, legally 

permitted, physically possible and financially feasible use of the site as vacant is estimated to be 

for mixed use, commercial – high density residential use.  

 

Contingent and Limiting Conditions 

This highest and best use analysis is not to be considered a Marketing Fundamental nor 

Feasibility Study. The determinations made here are only within the Highest and Best use 

framework for the purpose of the appraisal in the form of an Inferred Analysis. A Fundamental 

Analysis is not required for appraisal purposes. 
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Inferred Versus Fundamental Analysis 

Inferred analysis is sometimes called trend analysis. It is similar to the technical analysis 

practiced by stock market analysts. This is also the level of analysis required for appraisal work.  

In this analysis the analyst or appraiser investigates macroeconomic trends and patterns, and 

infers expected market behavior. 

 

Fundamental analysis goes beyond trend analysis, forecasting supply, demand and residual 

demand based on segmentation of broad demographic and economic data to reflect the 

property’s specific sub-market. Fundamental analysis is focused on the subject real estate. This 

fundamental analysis is beyond the Scope of this assignment. 
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VALUATION 
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DISCUSSION OF THE APPRAISAL PROCESS 

 

To arrive at an estimate of market value for the given property, special attention must be given to 

the typical purchaser who would be interested in that particular type of property.  Market Value 

is the most probable sales price which a property will bring, and this price depends upon the 

typical purchaser’s reaction to the various supply and demand factors which affect the property 

being appraised.  All of this information must be derived from the market.   

 

Considering the above framework, the appraisal process is basically an economic analysis.  It 

consists of an orderly approach by which the problem is defined, then data are acquired, 

classified, analyzed and interpreted into an opinion of value.  These approaches are the Income 

Approach, the Sales Comparison Approach and the Cost Approach.  Regardless of the approach 

being utilized, the data under consideration are taken from the market in one form or another.  

Whether or not all three approaches to value are used in the valuation of a particular property 

depends upon the individual situation.  In the event that more than one approach is utilized, the 

value opinion arrived at from the different approaches are reconciled into a single value opinion 

considered to be the most appropriate for the subject property. The following is a brief discussion 

of each approach and its application. 

 

A. Income Approach 

The Income Approach to value is predicated upon a definite relationship between the amount of 

income a property will earn and its value.  Although all of the appraisal principles are involved in 

this approach, the principle of anticipation is particularly applicable.  The Income Approach is an 

appraisal technique in which the anticipated annual net income of the subject is processed in 

order to arrive at  an indication of value.  The process  is  called  capitalization  and  it  involves  

multiplying  the  annual  net  income  by  a  factor  or  dividing  it  by  a  rate which weights such  

consideration as risk, time, return on investment, and return of investment.  The appropriateness 

of this rate or factor is critical and there are a number of techniques by which it may be 

developed.  The net income attributable to the subject property is estimated by subtracting 

expenses from the property’s annual potential gross income. All of these figures are derived from 

the market comparison of properties similar to the subject. The reliability of the Income 

Approach is based upon a number of considerations.  These considerations include the reliability 

of the estimate of income and expenses, the duration of the net annual income, the capitalization 

rate or factor used, and the method of capitalization used.  The weakness of this approach lies in 
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the estimation of income and expenses and the fact that not all properties are suitable for this 

type of analysis.  The strength of this approach is that it reflects typical investor considerations as 

they analyze income-producing properties.  This approach was not developed in this assignment 

since the subject is not in condition to generate adequate level of income. 

 

B. Sales Comparison Approach 

The Sales Comparison Approach to value relies heavily upon the principle of substitution. A 

comparative analysis between the subject and similar properties that have been sold can often 

provide an indication of market behavior and response to the subject. The sales are compared to 

the subject and adjustments for differences in location, time, terms of sale, or physical 

characteristics can be made using the subject as the standard of comparison.  Most types of 

properties which are bought and sold can be analyzed using “common denominators” such as the 

sales price per unit of comparison. The reliability of the Sales Comparison Approach to value 

depends to a large extent upon the degree of comparability between the sales and the subject. 

The major strength of this approach include the reflection of actual market transactions and the 

fact the  normal  “common  denominators”  tend  to  be  fairly  easily  determined.  The  potential  

weaknesses of this approach arise from the fact that the data are historical and the “ideal” 

comparables are usually very difficult to obtain.  This approach was used to arrive at a 

conclusion of value for the subject property, since it is the most reliable approach to value vacant 

land based on a unitary of dollars per square meter. 

 

C. Cost Approach 

The Cost Approach to value is based upon the premise that a prudent buyer will pay no more for 

a property than it would cost to reproduce a substitute property with the same utility. The Cost 

Approach is a method in which the value of a property is developed by estimating the 

replacement cost, or reproduction cost new of the subject improvements, deducting therefrom the 

estimated depreciation from all sources and then adding this depreciated reproduction cost of the 

improvements to the site value.  The site value is based upon a vacant site being utilized to its 

highest and best use. Generally speaking, the site value is estimated via the Sales Comparison 

Approach.  Replacement Cost or Reproduction Cost New can be derived from reliable cost 

manuals and/or from interviews with reputable local contractors as well as actual cost data from 

comparable developments. 
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Depreciation can be from physical, functional or economic causes. Depreciation can be observed 

from rent loss or based upon a cost-to-cure analysis.  In all cases, information concerning 

depreciation is developed from the market by observing comparable properties.  This approach 

was not developed in this assignment, since in this approach the estimated value of the land is 

added to the estimated depreciated value of the improvements, in the case of vacant land the Cost 

Approach is equivalent to the Sales Comparison Approach. 

 

Valuation 

To render an opinion of value for the subject, we have developed the Sales Comparison 

Approach to value. This method requires an extensive investigation to generate appropriate 

market data. The market data obtained has been developed and analyzed to provide an adequate 

indication of the Market Value of the Fee Simple Estate in the subject property. Our analysis and 

conclusions via the utilized approach to value is presented in the following section of this report. 
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LAND VALUATION BY THE MARKET OR SALES COMPARISON APPROACH 

 
 

  



 55 

LAND VALUATION BY THE MARKET APPROACH 

 

Introduction 

For the valuation of land resources, the site is assumed as vacant and available for its highest and 

best use. 

 

The land sales included in the following pages best represent the prevailing values for the type of 

parcels that comprise this sub-market. The outlines presented in the following pages are self- 

explanatory. The subject and comparable location map previously presented within this report 

help the reader visualize the relationship of these parcels with respect to the subject. A discussion 

of market evidence follows the outlines that lead to a conclusion of value. 

 

In this analysis, the unit of comparison is the sales price expressed as dollars per square meter.  

We will include some representative sales that will help the reader visualize the trend of value 

with respect to comparable and competitive properties within the market under study. These are 

adequate sustaining evidence for the final conclusion of value in Fee Simple Interest. The 

aforementioned data is presented overleaf. 
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COMPARABLE LAND SALES 
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Comparable Number L-1 

 

Grantor : “Administración de los Sistemas de Retiro 

ELA” 

Grantee : Banco Popular de Puerto Rico, represented by 

Richard Carrión 

Location : Muñoz Rivera Avenue Corner Prudencio 

Rivera Martinez Street, Hato Rey, San Juan, 

Puerto Rico 

Tax Map Code Number : 79-063-021-027-01-000 

Description : The main characteristics of this vacant site 

may be outlined as follows: 

Zoning : Primarily “Recreación y Deportes” (DD) and 

some area Commercial District (C-3)  

Highest and Best Use : Commercial use or supporting activity 

Infrastructure : Adequate urban infrastructure to include 

electric power, potable water, sanitary sewer 

and telephone mains  

Topography : Level             

Access : Good through Muñoz Rivera Avenue and 

adequate through Prudencio Rivera Martinez 

street 

Frontage : Good to Muñoz Rivera Avenue and adequate 

to  Prudencio Rivera Martinez street  

Corner : Yes, one corner site 

Exposure : Adequate to local traffic 

Configuration : Rectangular 

Flood Rating : “Zone AE”, special flood hazard areas subject 

to inundation by the 1% annual chance flood, 

FIRM 72000C0370J, map revised November 

18, 2009 

Area : 14,296.57 square meters 

Improvements : Asphalt paving, concrete and chain link fence 

Source : BPPR representative 

Deed : Not applicable 

Date : August 28, 2014 

Price : $9,001,000.00 

Unit Price : $629.59 per square meter 

Financing : Cash sale 
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COMPARABLE SALE NUMBER L-1 
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Comparable Sale Number L-2 

Grantor : BP Chardon Plaza SPV LLC 

Grantee : Chardon Hc Llc 

Location : Carlos F. Chardon Avenues, adjacent to 

former AIG Building, Hato Rey, San Juan, 

Puerto Rico 

Tax Map Code Number : 79-063-021-027-19 

Description : The main characteristics of this vacant site 

may be outlined as follows: 

Zoning : Central Commercial (C-3) 

Highest and Best Use : Commercial use 

Infrastructure : Adequate urban infrastructure to include 

electric power, potable water, sanitary sewer 

and telephone mains 

Topography : Level             

Access : Good through Chardon Avenue  

Frontage : Adequate to Chardon Avenue 

Corner : No, center site 

Exposure : Average to local traffic 

Configuration : Rectangular 

Flood Rating : “Zone X-shaded” (±57%), area determined to 

be outside the 0.2% annual chance floodplain; 

“Zone AE” (±43%), areas of 0.1% annual 

chance flood; FIRM 72000C0370J revised 

November 18, 2009 

Area : 13,772.4859 square meters 

Improvements : Typical parking improvements to include 

asphalt paving and cyclone fence 

Source : Diary 1082, Entry 964, Property #40,365 

Deed : Number 1, before Amanda Billoch Vazquez, 

Esquire 

Date : June 30, 2014 

Price : $5,300,000.00 

Unit Price : $384.83 per square meter 

Financing : Cash sale; no financing recorded at the 

Registry of the Property after purchase 
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COMPARABLE SALE NUMBER L-2  
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Comparable Sale Number L-3 

Grantor : Government Development Bank of Puerto 

Rico, represented by Jorge Civillés Díaz 

Grantee : Puerto Rico CVS Pharmacy, LLC, represented 

by Arnaldo Villamil Pagan 

Location : Ponce de Leon and Muñoz Rivera Avenues, 

Hato Rey, San Juan, Puerto Rico 

Tax Map Code Number : 79-063-041-089-05-901 

Description : The main characteristics of this vacant site 

may be outlined as follows: 

Zoning : Central Commercial (C-3) 

Highest and Best Use : Commercial use 

Infrastructure : Adequate urban infrastructure to include 

electric power, potable water, sanitary sewer 

and telephone mains 

Topography : Level             

Access : Good through Ponce de Leon and Muñoz 

Rivera Avenues  

Frontage : Good to Ponce de Leon and Muñoz Rivera 

Avenues 

Corner : No, center site 

Exposure : Good to local and through traffic 

Configuration : Rectangular 

Flood Rating : “Zone X”, area determined to be outside the 

0.2% annual chance floodplain, FIRM 

72000C0370J revised November 18, 2009 

Area : 10,297.46 square meters 

Improvements : Demolished after purchase 

Source : Diary 1082, Entry 814, Property #20,778 

Deed : Number 2, before Marguilean Rivera Amill, 

Esquire 

Date : June 26, 2014 

Price : $6,800,000.00 

Unit Price : $660.36 per square meter 

Financing : Cash sale; no financing recorded at the 

Registry of the Property after purchase 
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COMPARABLE SALE NUMBER L-3 

  



 63 

Comparable Sale Number L-4 

 

Grantor    : Las Americas 74-75, Inc., represented by Omar 

Guzman Benitez 

 

Grantee    : Walgreens of San Patricio, Inc., represented by 

Dennis Santiago Ristorucci 

 

Location    : Lot A, #74 Juan Calaf Corner Frank Becerra Street, 

Hato Rey Ward, San Juan, Puerto Rico 

      PIN: 79-062-000-005-12-901 

 

Description     : The main characteristics of this improved site may 

be outlined as follows: 

 

 Zoning    : Central Commercial (C-3) 

 Highest and Best Use  : Commercial use 

Infrastructure   : Adequate urban infrastructure to include electric 

power, potable water, sanitary sewer and telephone 

mains 

 Topography   : Level 

 Access    : Good through Calaf and Frank Becerra Street 

 Frontage   : Good to Calaf and Frank Becerra Street 

 Corner    : Yes, one corner parcel 

Exposure   : Adequate to local and through traffic 

 Configuration    : Rectangular 

Flood Rating   : “Zone AE”, special flood hazard areas subject to 

inundation by the 1% annual chance flood, FIRM 

#72000C0365J, Map effective November 18, 2009 

 Area    : 10,010.00 square meters 

 Improvements   : Industrial concrete building of no contributory value 

to be demolished by Grantee. 

 

Source     : Diary 1081; Entry 1271; Property #24,031 

 

Deed     : Number 19, before LeRoy Lewis Maymo, Esquire 

 

Date     : February 26, 2014 

 

Price     : $16,000,000.00 

 

Unit Price    : $1,598.40 per square meter 

 

Financing : Cash sale; no financing recorded at the Registry of 

the Property after purchase 

Comments : Option to Buy Agreement dated March 16, 2013 
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COMPARABLE SALE NUMBER L-4 
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SUBJECT AND COMPARABLES LOCATION MAP 
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Discussion of Market Evidence - Introduction 

 

The best method for estimating land value is by means of the Sales Comparison Approach. The 

subject as well as the land sales included in this report have been described and analyzed on a 

dollar per square meter basis. Current market tendencies indicate the stated basis is the most 

relevant unit of comparison for competitive sites within this location. Quantitative and 

qualitative considerations, as discussed herein, provided a sound basis for our value opinion 

attributable to the subject. The Comparable Sales will help us extract an opinion of value on a 

dollar per square meter basis. 

 

We have previously stated that the subject site comprises a total area of approximately 

20,809.0301 square meters. The market value attributable to the subject is best supported by the 

comparable sales presented. A complete outline description for each sale has been previously 

included. A subject and comparable sales location map helps the reader visualize the proximity 

of these parcels to the property under valuation. A series of photos have also been included. 

 

Quantitative Analysis 

A total of five elements of comparison were considered in the quantitative analysis. The 

summary grid shown in Table L-I indicates that the comparable properties differ from the subject 

in terms of market conditions at time of sale. A brief discussion of the stated comparison is 

included overleaf. 
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Real Property Rights Conveyed.  No adjustment for property rights was necessary since all 

comparables were sold in fee simple. Thus, the subject and the comparables are equivalent in this 

respect. 

 

Financing Terms. All comparables were sold for cash or with market financing. Typical 

financing is assumed in the eventual sale of the subject. Thus, no adjustment is necessary for 

financing terms. 

 

Conditions of Sale.  Each sale was an arm’s length transaction. The subject and the comparables 

are thus, rated similar in this regard as well. 

 

Expenditures. No extraordinary buyer expenditures were necessary at the sites after acquisition 

for Sales L-1, L-2 and L-3. This indicates that no adjustment for buyer expenditure is necessary 

for these comparables. However, a $1M demolition cost is considered reasonable for a 

deteriorated demolished structure at Sale L-4. 

 

Market Conditions. The presented comparable are all 2014 sales falling into the same 

recessionary market trend. Considering the present status of the economic conditions, typically a 

quantitative adjustment for this nature would be considered appropriate. Current downturn in the 

economy has prompted a depletion in values. We are conducting a market study to measure the 

loss in value of real estate throughout Puerto Rico. Based on this observation, we consider 

reasonable to perform a negative market condition adjustment in the order of 0.25% per month 

equivalent to 3.0% per year up to December 2015. The comparable land sales will be adjusted on 

this basis. 
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Qualitative Analysis 

This type of analysis acknowledges the difficulty of precisely measuring the differences between 

comparable sales and the subject. The summary grid shown in Table L-II has thirteen variables, 

each considered independently. Positive (+) ratings were appropriate due to the inferior 

characteristics of the comparable. Negative (-) ratings were reasonable for superior 

characteristics (See table L-II). Once the qualitative analyzes have been performed for each of 

the variables of the comparable sales in relation to the subject property, we analyze the variables 

where the comparable is superior and the variables where the comparable is inferior. The 

difference results in a superior, similar or inferior overall comparability. Superior overall 

comparability implies that the unitary of the comparable is higher than the reasonable unitary 

that should be imputed to the subject. Inferior overall comparability implies that the unitary of 

the comparable is lower than a reasonable unitary for the subject. Similar overall comparability 

implies that the subject’s unitary should be reasonably close to the unitary reflected by this 

comparable. 
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TABLE L-I MARKET DATA GRID: QUANTITATIVE ANALYSIS 

 

  Characteristics         Subject           Sale L-1                Sale L-2           Sale L-3              Sale L-4      

Price  ---- $9,001,000 $5,300,000 $6,800,000 $16,000,000 

Adjusted for:      

Property Rights Fee Simple  Fee Simple  Fee Simple  Fee Simple  Fee Simple 

Financing Terms (a) ---- Cash Cash Cash Cash 

Condition of Sale (b) ---- Arm’s Arm’s Arm’s Arm’s 

Expenditure ---- None None None $1,000,000 

Adjusted Price ---- $9,001,000 $5,300,000 $6,800,000 $17,000,000 

Sale Date Oct. 2016 Aug. 2014 June, 2014 June, 2014 Feb. 2014 

Market Condition 

Adjustment (c) 

---- (26 mnths ago) 

16 mths adj. 

-4% 

($360,040) 

(28 mths ago) 

18 mths adj. 

-4.50% 

($238,500) 

(28 mths ago) 

18 mths adj. 

-4.50% 

($306,000) 

(32 mths ago) 

22 mths adj. 

-5.50% 

($935,000) 

Adjusted Price  ---- $8,640,960 $5,061,500 $6,494,000 $16,065,000 

Parcel Area in 

Square Meters 

20,809.0301 14,296.57 13,772.4859 10,297.46 10,010 

Adjusted Price Per  

Square Meter (d) 

 $604 $368 $631 $1,605 

(a) “Cash or market” indicates that payment was made in cash in U.S. dollars or in terms of financial arrangements comparable thereto. 

(b) Arm’s indicates that this is an arm’s length transaction. 

(c) Market condition adjustment of negative 0.25% per month up to December 2015 is reasonable. 

(d) Rounded figures. 
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TABLE L-II  QUALITATIVE ANALYSIS 

 

  Characteristics         Subject           Sale L-1         Sale L-2          Sale L-3          Sale L-4 

Adjusted Price Per Sq. Mtr. ---- $604 $368 $631 $1,605 

Location Average Similar Similar Similar Superior (-) 

Zoning DV-TU Similar Superior (-) Superior (-) Superior (-) 

Highest and Best Use Commercial - 

Residential 

Similar Similar Similar Similar 

Infrastructure Power/water/

sewer 

Similar Similar Similar Similar 

Topography Level Similar Similar Similar Similar 

Access Good Similar Similar Similar Similar 

Frontage Good Similar Inferior (+) Similar Similar 

Corner Two Corner Similar Inferior (+) Inferior (+) Similar 

Exposure  Excellent Similar Inferior (+) Similar Similar 

Configuration Trapezoidal Similar Similar Similar Similar 

Flood Rating Non-Flood Inferior (+) Inferior (+) Similar Inferior (+) 

Improvements Not 

considered 

Similar Similar Similar Similar 

Size (square meters) 20,809.0301 Similar Similar Similar Similar 

Overall Comparability  Inferior (+) Inferior (+) Similar Superior (-) 

Value Indication  >$604 >$368 $631 <$1,605 
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Conclusion of Value 

In this analysis we have included four recent comparable land sales located in the immediate 

neighborhood of the subject which adequately sustain the unitary value attributable to the subject 

as though vacant on a dollar per square meter basis. After an exhaustive research no other more 

recent comparable land sale was discovered by the appraisers. The previously analyzed unitary 

indications provided by the market ranged from approximately $368 to $1,605 per square meter. 

After quantitative and qualitative considerations, the comparable have been arranged in 

descending order according to their overall comparability. 

 

 

Comparable Sale L-1 reflected an inferior overall comparability due to its inferior flood rating. 

Comparable Sale L-2 reflected an inferior overall comparability due to the inferior frontage and 

exposure. Comparable Sale L-3 reflected a similar overall comparability since the inferior and 

superior characteristics offset each other. Comparable Sale L-4 reflected a superior overall 

comparability primarily due to its superior location, across the street north from Plaza Las 

Americas Shopping Center. Sales L-1, L-2 and L-3 are influenced by an urban train station in 

their immediate neighborhood similar to the subject. More weight will be given to Sales L-3 

which reflected a similar overall comparability. 

 

This is a very heterogeneous market; however, we have presented four comparable sales located 

in the market area of the subject that are considered relevant for this valuation. We observed a 

wide range that may be identified as $368 to $1,605 per square meter, with a mean of $802 per 

square meter and a median of $618 per square meter. After careful consideration of the relevant 
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factors for comparison and based on the general market tendencies observed, and giving more 

weight to Comparable Sales L-1, L-3 and L-4, we are of the opinion the eventual sales price of 

the subject would range from $600 to $700 per square meter, an indication of $650 per square 

meter adequately supports the market value for the subject. Thus, the value of the subject site is 

calculated as follows: 

20,809.0301 square meters @ $650 per square meter  = $13,525,869.57 

Rounded to       $13,525,000.00 

 

Therefore, by virtue of the investigation and analyzes performed, our opinion of value for the 

subject property, as of stated effective date is: 

THIRTEEN MILLION FIVE HUNDRED TWENTY FIVE THOUSAND DOLLARS 

($13,525,000.00) 
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RECONCILIATION AND FINAL OPINION OF VALUE 

 

Final reconciliation discusses the strength and weaknesses of each approach and reconciles them 

into a value that is best supported by the approaches. Final Reconciliation is defined in The 

Dictionary of Real Estate Appraisal, fifth edition, page 79, as follows: 

“The last phase in the development of a value opinion in which two or more value indications 

derived from market data are resolved into a final value opinion, which may be either a final 

range of value or a single point estimate.” 

 

The value opinion for the subject property is effective as of October 25, 2016.  The indication of 

value is as follows: 

  Sales Comparison Approach     $13,525,000.00 

  Income Approach       Not Applicable 

  Cost Approach       Not Applicable 

 

The indication of value was developed via the Market or Sales Comparison Approach. The 

importance of the Market Approach stems from the fact that it is based on the historical reaction 

of investors to properties in this market. We have developed quantitative and qualitative analyzes 

for the subject property; these were explained in the previous section. Four sales of comparable 

properties were presented and analyzed. Differences in the general characteristics were 

considered. The appraisers are of the opinion that these comparable provided good evidence of 

market value for the subject property.  

     

The subject was not valued by the Income or Cost Approaches. The Income Approach is usually 

a reliable indication when appraising income producing properties. This analysis is based on the 

premise that the typical investor is mostly concerned with the income generating potential of the 

property. The Income Approach was not employed in the present assignment because we judge 

that the subject may not earn maximal income in its present underdeveloped state. The Cost 

Approach was not employed since in this approach the estimated value of the land is added to the 

estimated depreciated value of the improvements. In the case of vacant land the Cost Approach is 

equivalent to the Market Approach. 
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Thus, by virtue of the investigation and analyzes performed, our opinion of value of the subject 

property, as of stated effective date is: 

THIRTEEN MILLION FIVE HUNDRED TWENTY FIVE THOUSAND DOLLARS 

($13,525,000.00) 

 

Opinion of Reasonable Exposure Time 

Another consideration to be addressed with respect to our estimate of value is our opinion of 

reasonable exposure period. According to the Statement of Appraisal Standards No. 6(a) 

exposure time may be defined as follows: “the estimated length of time the property interest 

being appraised would have been offered on the market prior to the hypothetical 

consummation of a sale at market value on the effective date of the appraisal, a retrospective 

opinion based upon an analysis of past events assuming a competitive and open market”.   

 

Based on general market observations, we are of the opinion a reasonable exposure period for the 

subject would have ranged from 6 to 18 months.  A contingency is that professional marketing at 

the appraised market value is a cardinal consideration of this retrospective opinion. 

 

Marketing Time 

A final consideration to be addressed with respect to our estimate of value is the forecasted 

marketing time for the subject. According to the Dictionary of Real Estate Appraisal, 5
th

 Edition, 

Marketing Time is defined as follows: “An opinion of the amount of time it might take to sell a 

real or personal property interest at the concluded market value level during the period 

immediately after the effective date of an appraisal.  Marketing time differs from exposure 

time, which is always presumed to precede the effective date of an appraisal”.  Properties of 

this category typically require a marketing time which is estimated to range from 6 to 18 months.  

Professional marketing of the subject at the appraised value is a cardinal consideration of this 

forecast. 
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QUALIFICATIONS OF CARLOS J. SOSA, B.S. 

CERTIFIED GENERAL PROFESSIONAL APPRAISER 

PUERTO RICO APPRAISER LICENSE NUMBER 763EPA, 359CG 

e-mail: cj.sosa359@gmail.com; telephone: (787) 638-2305 (mobile) 

 

EDUCATIONAL BACKGROUND   : Agronomist, B.S. 

                                                                   University of PR Mayagüez Campus                                                           

Honor Student, Graduated in Dec. 1991 

  Biology, B.S. 

  Kansas State University, December 1989 

 

PROFESSIONAL DESIGNATION  : Certified General Professional Appraiser 

                                                                 Puerto Rico License #763EPA 

       Puerto Rico General Certificate #359CG 

 

PROFESSIONAL AFFILIATIONS  : “Instituto de Evaluadores de P.R.”   

                                                                    “Candidato a Miembro IEPR” 

 

REAL ESTATE COURSES APPROVED : Advance Residential Applications & Case 

Studies (Instituto de Evaluadores de PR)   

  San Juan, Puerto Rico - November  2014 

 

                                                      Basic Appraisal Principles 

(Instituto de Evaluadores de Puerto Rico) 

                                                      San Juan, Puerto Rico - September  2014 

              

  “Leyes y Reglamentos que Rigen la 

Profesión de Evaluadores Profesionales 

Bienes Raices, bajo el ELA de P.R.” 

                                                       (Instituto de Evaluadores de Puerto Rico) 

                                                        San Juan, Puerto Rico - April  2014  

                                            

                                                      2014-2015 National USPAP Update Course 

                                                       (Instituto de Evaluadores de Puerto Rico) 

San Juan, Puerto Rico - April 2014 

 

Basic Appraisal Procedures 

(Appraisal Institute) 

San Juan, Puerto Rico - March  2014 

  General Repot Writing & Case Studies 

  (Instituto de Evaluadores de Puerto Rico) 

                                                       San Juan, Puerto Rico - February 2014 

 

General Market Analysis & Highest and 

Best Use (Instituto de Evaluadores de PR) 

                                                        San Juan, Puerto Rico - October  2013 

mailto:sosa359@gmail.com
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  Statistics, Modeling and Finance  

  (Instituto de Evaluadores de Puerto Rico)    

San Juan, Puerto Rico - September  2013 

 

  National USPAP Update Course 

                                                      (Instituto de Evaluadores de Puerto Rico) 

                                                      San Juan, Puerto Rico - May 2013 

                                                                    

  General Appraiser Income Approach/ Part 2 

(Appraisal Institute) 

San Juan, Puerto Rico - February 2013 

 

General Appraiser Income Approach/ Part 1 

                                                     (Appraisal Institute) 

                                                      San Juan, Puerto Rico - January 2013 

 

General Appraiser Sales Comparison  

Approach (Appraisal Institute) 

                                                       San Juan, Puerto Rico - August 2012 

                                                

General Appraiser Site Valuation & Cost 

Approach (Appraisal Institute)  

San Juan, Puerto Rico - September 2012 

 

Analyzing Tenant Credit Risk and 

Commercial Lease Analysis (Appraisal 

Institute) San Juan, PR - December 2011 

 

National USPAP Update Course 

(Instituto de Evaluadores de Puerto Rico) 

                                                   San Juan, Puerto Rico - August  2011 

                                                    

Requirements of UASFLA - The “Yellow 

Book” 

The American Society of Farm Managers 

and Rural Appraisers Inc.  

San Juan, Puerto Rico - May 2010 

 

                                                  Appraising Residential Condos 

                                                 (Instituto de Evaluadores de Puerto Rico) 

                                                 San Juan, Puerto Rico - May 2009 

 

                                                 “Tasación de Fincas Agrícolas“  

                                                  (Instituto de Evaluadores de Puerto Rico) 

                                                  San Juan, Puerto Rico - May 2009 
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The New Residential Market Conditions 

Form (Appraisal Institute) 

                                                    San Juan, Puerto Rico - February 2009 

 

“Leyes y Reglamentos que Rige la Profesión 

de Evaluadores Profesionales de Bíenes 

Raices” (Instituto de Evaluadores de PR) 

                                                                          San Juan, Puerto Rico - 2009 

 

                                                                          National USPAP Course 

                                                                         (Appraisal Institute) San Juan, PR - 2009 

                                                                          

                                                                          Residential Market Analysis and Highest & 

Best Use (Appraisal Institute) 

                                                                          San Juan, Puerto Rico - 2007 

 

                                                                         National USPAP Course 

                                                                          (Instituto de Evaluadores de Puerto Rico) 

                                                                          San Juan,  Puerto Rico - 2007 

 

Advance Income Capitalization 

(Appraisal Institute) 

                                                                         San Juan, Puerto Rico - 2004 

 

                                                                          Appraisal Principles 

Course 110 (Appraisal Institute) 

                                                                         San Juan, Puerto Rico - 2001 

 

Appraisal Procedures 

Course 120 (Appraisal Institute) 

                                                                         San Juan, Puerto Rico - 2001 

 

                                                                         Basic Income Capitalization 

                                                                        (Appraisal Institute) 

San Juan, Puerto Rico - 2001 

 

                                                                        Standards of Professional Practice, Part A 

                                                                     (USPAP) 

                                                                        Standards of Professional Practice, Part B 

                                                                       (Appraisal Institute)  

                                                                       San Juan, Puerto Rico - 2001 

 

                                                                        Residential Case Study 

Course 210 (Appraisal Institute) 

                                                                        San Juan, Puerto Rico - 1999 
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Advance Condemnation Course 

                                                                     (Instituto de Evaluadores de Puerto Rico) 

                                                                      Santurce, Puerto Rico - 1998 

  

                                                          Financial Mathematics for Appraisal 

                                                                     (Instituto de Evaluadores de Puerto Rico) 

                                                                       Santurce, Puerto Rico - 1994 

 

Condemnation Course 

                                                                    (Instituto de Evaluadores de Puerto Rico) 

                                                                     Santurce, Puerto Rico - 1994 

 

Standard of Professional Practice  

                                                                     (Instituto de Evaluadores de Puerto Rico) 

                                                                      Santurce, Puerto Rico - 1994 

 

Appraisal of Real Estate 

                                                                     (Instituto de Evaluadores de Puerto Rico) 

                                                                      Santurce, Puerto Rico - 1993 

 

REAL ESTATE SEMINARS                    :  Unifrom Standards of Professional 

Appraisal  Practice 2016 – 2017 (7 hours 

Update Course) (Appraisal Institute) 

  San Juan, Puerto Rico – February 2016 

 

  Business Practice and Ethics 

  (Appraisal Institute) San Juan, PR – 

February 2016 

 

  Subdivison Valuation: A Comprehensive 

Guide to Valuing Improved Subdivisions 

  (Appraisal Institute) 

  San Juan, Puerto Rico – September 2015 

 

  A Comprehensive Review of Appraisal 

Concepts (Appraisal Institute) 

  San Juan, Puerto Rico – September 2015 

 

  “Análisis Cualitativo en el Enfoque de 

Ventas Comparables” (Appraisal Institute) 

       San Juan, Puerto Rico - 2015 

 

Understanding and Using Comparable 

Transaction (Instituto de Evaluadores de 

Puerto Rico) San Juan, PR - March 2015 
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 “Valoración de Servidumbres de 

Conservación” 

       (Instituto de Evaluadores de Puerto Rico) 

       San Juan, Puerto Rico - September 2014 

 

 The Uniform Appraisal Dataset from Fannie 

Mae and Freddie Mac 

       (Appraisal Institute) 

       San Juan, Puerto Rico - June 2011 

        

The New Residential Market Conditions 

Form (Appraisal Institute)  

 San Juan, Puerto Rico - 2009 

  

 Appraising High Value and Historic Home                 

(Appraisal Institute) 

                                                                  San Juan, Puerto Rico - 2008 

 

Appraising Residential Condos  

                                                               (Instituto de Evaluadores de Puerto Rico) 

                                                                  San Juan, Puerto Rico - 2008 

 

“Tasación de Fincas Agrícolas”  

                                                                 (Instituto de Evaluadores de Puerto Rico)  

                                                                  San Juan, Puerto Rico - 2008 

 

Liability Management for Residential 

Appraisers  

                                                                (Appraisal Institute) 

                                                                 Orlando, Florida - 2006 

 

Professional’s Guide to the Uniform 

Residential Appraisal 

                                                                (Appraisal Institute) 

                                                                 San Juan, Puerto Rico - 2005 

  

Avoiding Liability as a Residential 

Appraiser 

                                                               (Appraisal Institute) 

                                                                 San Juan, Puerto Rico - 2003 

 

The FHA and the Appraisal Process 

                                                                (Appraisal Institute) 

                                                                San Juan, Puerto Rico - 1999  
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PROFESSIONAL EXPERIENCE          :  Carlos E. Gaztambide & Associates, Inc. 

                                                                  Banco Popular Center Suite 1515 

                                                                  Hato Rey, Puerto Rico  

Professional Real Estate Appraiser    

Associate Member of the Firm (1998- 

present) 

 

                                                               “Oficina de Reglamentación Industrial 

Lechera”, Field Inspector 

                                                                  San Juan, P.R. (1993 - 2007) 

 

Sosa Realty 

Involve in Real Estate Development and 

Sales Activity, Aguada, P.R. (1995 - 1996) 

 

Puerto Rico Farm Credit, ACA 

                                                                   Loan Officer  

                                                                   Aguadilla, P.R. (1992 - 1993) 

 

APPRAISAL EXPERIENCE                 : Residential: Low Income Housing to 

Upscale Residential Single Family and 

Multi-Family, Development Valuation and 

Analysis, Vacant Residential Parcels, etc. 

 

Commercial: Offices, Retail/ Warehouse, 

Shopping Centers, Mixed, Vacant 

Commercial Parcels, etc.  

 

Industrial: Manufacturing, Storage and 

Distribution Warehouse, Vacant Industrial 

Land. 

         

Other: Agricultural, Conservation, 

Historical, Government / Public, 

Institutional, Special Purpose, Eminent 

Domain / Litigation, Market Surveys, 

Highest and Best Use Analyses, etc.   

  



 86 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

QUALIFICATIONS OF CARLOS E. GAZTAMBIDE, JURIS DOCTOR, MAI, SRA 

  



 87 



 88 



 89 



 90 



 91 



 92 



 93 



 94 



 95 



 96 



 97 



 98 



 99 



 100 

 



 101 

 

 

EXHIBIT A 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

LEGAL DESCRIPTION 
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EXHIBIT B 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

“CONTRATO DE SERVICIOS PROFESIONALES”  
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EXHIBIT C 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

MEASUREMENTS OF AREAS – CONVERSION TABLE 

  



 

 


