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Land valuation opinion on investment site located in Wrocław at Klasztorna Street

Abstract of the valuation opinion
Subject property, its type and use

Vacant site located in Wrocław at Klasztorna Street, cadastral
block Wojszyce.
The site is contemplated to be developed in phases as a multiand single family residential estate.

Interest valued

Full ownership right (freehold) to plots with total area of 54,190
m2, designated for multi- and single-family development,
registered in the Title Registry no. WR1K/00212656/2.
The subject site is undeveloped, unfenced and treeless without
utility infrastructure. Its direct neighborhood
consists of
undeveloped plots. The access road is an unpaved dirt road.
The subject site is contemplated to be developed with a
complex of multifamily buildings, semi-detached homes and
row houses. Total usable floor area of residential units in the
planned project amounts to 22,809.78 m2;
The above general specifications of the contemplated project
were submitted by the Client.

Purpose of valuation

Financial reporting
30,245,000 PLN

Basis of value:
Market value of the investment site

thirty million two hundred and forty five thousand Polish zloty
(PLN)

Valuation date

December 31, 2011.

Valuation methodology

Land residual method through future sellout value (dwellings,
parking) reduced with project development costs (incl.
developer’s profit) and discounted to the valuation date – used
for multifamily development projects
Comparative method used for single-family parts of the project,
roads and greenery.

Significant general assumptions

Apartments in multi-family buildings are delivered in raw finish
“developer standard”, and the buildings are finished in aboveaverage quality standard;
Future sellout values of apartments and parking stalls
according to the Consultant’s own projections;
Future project development costs according to the
Consultant’s own projections;
The Client undertakes appropriate and effective marketing
efforts to attract purchasers;
At completion and issuance of occupancy permit the owners
of apartments, premises and parking stalls will be granted
condominium ownership rights in their units with proportional
joint ownership rights in common property of their buildings
and pertinent surrounding land.

Significant special assumptions

Multi-family residential project is completed as of the valuation
date – construction works had been finished by that date;

Picture: Holland Park by ING Real Estate
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All floor space is residential;
Possible soil contamination, if any, can be remedied during the
development process and its cost will need to be deducted from
the market value concluded in this valuation opinion.
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Significant special assumptions

The Consultant has not inspected the subject property, however
has conducted relevant investigations relying on materials
supplied by the Client, on government statistics and registries,
and on own market evidence.
No expert evaluation of the legal status of the property has
been made.
The Client has confirmed that assumptions regarding the
planned projects and site has not been changed.

Picture: Holland Park by ING Real Estate
©REAS

Due to the observed price stabilization on the investment site
market the site designated for single-family development use as
well as roads and greenery areas has been applied from REAS
Valuation report dated January 31, 2010.

Authors of the valuation opinion

Grzegorz Żochowski MRICS as an “external valuer”, RICSrecognised Real Estate Counsellor designation no. 75 in
Poland. The valuation overseen and approved by Dr.
Władysław Brzeski FRICS – Polish State Licensed Valuer no 5.

Compliance with valuation
standards

Polish Valuation and RICS Valuation Standards, seventh
Edition (2011), and also International Valuation Application no.
1 pertaining to valuation for financial reporting.
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1. Executive summary
Valuation instructions
ROBYG S.A. (the Client) requested REAS (the Consultant) to review relevant macro
background, pertinent market environment, evaluate marketable price levels and to
provide opinion on market value of the investment site contemplated for residential
development. The valuation opinion was to be prepared in compliance with Polish
Valuation and RICS Valuation Standards, seventh Edition (2011).
Subject property and interest valued
2

The subject property is an investment site with the area of 54,910 m located at
Klasztorna Street in the district of Krzyki in Wrocław. The site is slated for residential
development project by the Client as a complex of multifamily buildings, semi-detached
homes and row houses. Total usable floor area (PUM) of residential units (both multi2
and single-family) in the planned project amounts to 22,809.78 m .
The interest held by the Client developer, and subject of this valuation opinion, is full
ownership right, vested in the following undeveloped land plots no. 1/1, 1/2, 2, 3, 5, 15/1
recorded in the Title Registry (Perpetual Book) no. WR1K/00212656/2.
In the Land Cadastre the subject land plots are recorded as in Table 1 below:
Table 1. Subject land plot records in the Land Cadastre.
No.
Cadastral plot no.
Cadastral
Area of plot (m2)
block no.
1.

1/1

8,232

2.

1/2

8,232

3.

2

4.

3

0026

3,527
14,075

5.

5

6.

15/1

2,400

Total

54,910

Title Registry no.

WR1K/00212656/2

18,444

Valuers and valuation standards
This valuation opinion has been prepared as of December 31, 2011 by Grzegorz
Żochowski MRICS – acting as an external valuer with RICS-recognised Real Estate
1
Counsellor designation no. 75 in Poland. We confirm that the valuer has relevant and
sufficient experience in this type of property and location (Wrocław) to undertake the
valuation under the oversight of Dr. Władysław Brzeski, FRICS – who holds State
Valuation License no. 5 in Poland.
This valuation opinion has been prepared in compliance with the Polish Valuation and
RICS Valuation Standards, seventh Edition, and with the International Valuation
Application no. 1 pertaining to valuation for financial reporting.

1

This designation is issued by the Polish Association of Real Estate Counsellors (PSDRN) [Polskie
Stowarzyszenie Doradców Rynku Nieruchomości] on June 25, 2009, and is not the same as the State
Valuation License. The RICS and the PSDRN have an agreement on collaboration (direct entry)
effective September 11, 2008.
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Valuation purpose and basis of value
The valuation has been requested for the Client’s financial reporting purposes.
The basis of value adopted in this valuation is market value “as if completed” - the project
construction works had been completed as of the valuation date (December 31, 2011)
and all floor space is residential. The apartments are to be completed in “raw” finish
“developer standard” common in Poland.
The market value defined by the RICS Valuation Standards, seventh Edition (2011)
reads as follows:
The estimated amount for which a property should exchange on the date of valuation
between a willing buyer and willing seller in an arm’s-length transaction after proper
marketing wherein the parties had each acted knowledgeably, prudently, and without
2
compulsion.
Valuation methodology
Valuation methodology adopted for this multi-family residential project is based on the
land residual method which takes future sellout values of dwellings and parking stalls,
and reduces them with project development costs (incl. developer’s profit) to arrive at
future residual land values.
The future sellout values of dwellings have been estimated through direct market
comparison method based on market evidence from comparable sales in order to arrive
at marketable price levels (net prices).
The project development costs have been estimated through market-derived costing
including developer’s profit margin currently used in Wrocław for similar multi-phase
residential development projects.
The future residual land values have subsequently been discounted to the present
(valuation date) to reflect time value of money and risk.
Comparative method has been used for single-family development segments (semidetached homes and row houses), roads and greenery.
Inspection and investigations
The Consultant has not inspected the subject property, but has conducted relevant
investigations relying on documents supplied by the Client, on government statistics and
registries, and on own market evidence. The Client has been known by the Consultants
for many years of collaboration and has proven to be highly reliable.
No expert evaluation of the legal status of the property has been made.
The Client has confirmed that assumptions regarding the contemplated project and site
has not been changed.
The Consultant has used the following documentation in the investigations: (i) transcripts
from the Land Cadastre and the Title Registry; (ii) the Client’s specifications regarding
the development plan of the subject investment site; and (iii) own data on market
evidence.

2

This definition, adopted by the Polish and RICS Valuation Standards, is settled in the International
Valuation Standard 1.
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Significant general assumptions
Apartments in multi-family residential projects are delivered in raw finish “developer
standard”, and the buildings are finished in above-average quality standard;
Sellout values of dwellings and parking stalls have been estimated according to
Consultant’s own projections;
The Client undertakes appropriate and effective marketing efforts to attract purchasers;
Upon completion of construction and issuance of occupancy permit the owners of
apartments, premises and parking stalls will be granted condominium ownership rights in
their units with proportional joint ownership rights in common property of their buildings
and pertinent surrounding land .
Significant special assumptions
Multi-family residential project is completed as of the valuation date (December 31,
2011) and the construction works had been finished by that date;
All floor space is residential;
The Consultant has not carried out any special investigations into past and present uses,
either of the subject property or its surrounding sites, in order to assess soil
contamination hazards. It has been assumed that possible soil contamination, if any, can
be remedied during the land development process and if such remedial costs become
known these will need to be subtracted from the value concluded in this valuation
opinion.
Reservations, restrictions and departures
The Consultant confirms having no material involvement in the subject property or with
the Client, lenders, contractors and other stakeholders of the development project. The
Consultant is not aware of any conflict of interest unduly influencing preparation of an
independent valuation of the subject property.
Any departures in reality from the above assumptions may have a substantial effect on
the valuation outcome. Neither the whole nor any part of this report or any references
thereto can be included in any published document, circular or statement, nor published
in any way without the prior written approval by the Consultant (REAS Sp. z o.o. spółka
komandytowa [limited partnership]).
This report has been based, inter alia, on information and documents supplied by the
Client, hence the Consultant shall not be held responsible for either the property’s latent
defects, or any concealed legal defects that might affect the final value conclusion.
The market value arrived at in this opinion is not necessary the same as the fair value.
The market value may change following sudden market turbulence that may arise from
unforeseen macroeconomic events that induce dramatic change in short-term
supply/demand relationship in the local market (panic buying, selling and/or disinclination
to trade).
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2. Site, its location and surroundings
Characteristics of the site
The subject site consists of six undeveloped land plots no. 1/1, 1/2, 2, 3, 5, 15/1 with the
2
total area of 54,910 m .
Figure 1. Area of the subject site in red. Narrow green strip of land between project plots (plot no. 4) not
owned by the developer.

Source: REAS based on www.zumi.pl

The subject property is composed of five land plots situated between Klasztorna,
Buforowa and Asfaltowa Streets. Each has a shape of an elongated rectangle and their
total area has an irregular shape resembling a trapezoid (see: Figure 1 above).
The subject plots do not constitute together a compact area, since they are separated by
3
a strip of land (plot no. 4), which is not in Client’s possession .
The land of the site is undeveloped and unfenced. Access to the property is possible via
Klasztorna Street and further via a dirt road.
The site, like its nearest surroundings, is not served by public utilities. The nearest
technical infrastructure networks are located within approx. 400 m along Buforowa Street
and about 1,200 m along Smardzowska Street.
Klasztorna Street, between Smardzowska Street and Buforowa Street, is not paved. The
road prism is profiled, with ditches at both sides of the road.
The subject site is to be developed with a complex of residential buildings including semidetached homes and row houses with the following parameters presented in Table 2:

3

According to the development concept for the housing estate based on the Local Spatial Development
Plan, plot no. 4 will be used as a road.
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Table 2. Spatial parameters of the planned project at Klasztorna Street in Wrocław – pursuant to the
Client’s assumptions.
Development type

Multifamily development
Row-housing development (middle segments)
Row-housing development (outermost segments)

Usable floor
area in m2

No. of units

12,034.78

201

60

1,160.00

8

145

870.00
59

Semi-detached development
Total

Average size of
units in m2

8,745.00

145
165

22,809.78

Opinion on the location
The subject site is located in Wrocław, in the Krzyki district, in the area of Klasztorna
Street, cadastral block 0026 Wojszyce.
Figure 2. Location of the subject site in the Krzyki district in Wrocław, marked by red spot and arrow.

Source: REAS based on maps.google.com

Direct neighborhood of the subject property contains undeveloped land area, partly used
for agricultural purposes. To the South, and within a 50 m distance from the site, there is
Klasztorna Street (a dirt road within this section), linking the property with Buforowa
Street, located approx. 400 m East of the site. Buforowa Street is used by city bus lines,
providing access to the center of Wrocław (about 5 km) and is a gateway route out the
city.
To the West of the site, and within a distance of approx. 1 km from the property, there is
another exit route from the city and a road leading to the center - Grota-Roweckiego
Street. The nearest single- and multi-family residential developments are concentrated in
that area (at Klasztorna, Parafialna, Smardzowska and Oboźna Streets).
The subject area (the so-called Wojszyce housing estate) offers a well developed social
infrastructure with educational facilities (kindergartens, schools), medical clinics and
pharmacies.
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Strengths, weaknesses, opportunities and threats of the subject site are summarized in
the Table 3 below:
SWOT analysis
Table 3. Strengths, weaknesses, opportunities and threats of the subject site.

Strengths

Weaknesses



Location in the Krzyki district which is
generally regarded as attractive;



Well developed social infrastructure in the
nearby
Wojszyce
housing
estate
(kindergartens, schools, medical clinics and
pharmacies);







Good access to bus services at Buforowa
Street within approx. 400 m from the site.

Klasztorna Street is unpaved, and the
nearest paved road is located within 400 m
from the property: Buforowa Street;
Lack of on-site public utilities; the nearest
technical infrastructure network is located
within approx. 400 m, along Buforowa
Street.

Opportunities

Threats





Expected completion date might coincide
with improved primary market conditions
supporting above-average price increase of
completed dwellings;



Attractive location might encourage local
investors to buy dwellings for long-term
capital placement;



Positive demographic trends might stimulate
demand in the primary housing market in
Wrocław.





Considerable number of residential projects
implemented and contemplated in the
vicinity, might lengthen sellout period, in
addition, residential development clientprotection act might increase supply prior to
its effectiveness (i.e. April 2012);
Extended economic slowdown in Poland and
constrained access to mortgage lending with
sharpened criteria, might reduce investment
demand; and
Deterioration of social sentiment and
increased fiscal pressure might weaken
housing demand.

3. Legal tenure and town planning regulations
The subject property is composed of the following land plots:


Nos. 1/1, 1/2, 2, 3, 5 and 15/1 forming part of real property recorded in the Title
Registry (Perpetual Book) no. WR1K/00212656/2

maintained at the District Court for Wrocław, Borough of Krzyki, Title Registry Division
no. 4. (see Appendix A and B).
Town planning
Subject property is covered by a valid land-use zoning plan Jagodno - Wojszyce adopted
in February 25, 2010 by the Council-of-Wrocław Resolution no. XLVI/1406/10.
Map of the land-use zoning plan covering the subject plots is shown below:
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Figure 3. Land-use zoning plan Jagodno-Wojszyce and the subject site ( in blue).

Source: REAS based on Council-of-Wrocław Resolution no. XLVI/1406/10 dated Feburary 25, 2010 and approving Zoning Plan
for Jagodno-Wojszyce

The subject site is located in the following zones (from left to right: see Figure 4 above):


A specifying greenery area, road or technical infrastructure



14.MN1 specifying single-family development:
o detached and semi-detached houses
o max. height: 12 m, and max. no. of storeys: 3
o min. biologically active area: 40%



15.KD-D specifying access road



15.MN1 specifying single-family development:
o detached and semi-detached houses
o max. height: 12 m, and max. no of storeys: 3
o min. biologically active area: 40%



7.KD-L specifying local road with:
o pavements and tree-lines on both sides of the road



16.MN1 specifying single-family development:
o detached, semi-detached and row houses
o max. height: 12 m, and max. no. of storeys: 3
o min. biologically active area: 40%



7.MW2 specifying multifamily development:
o max. height: 19 m, and max. no. of storeys: 5
o min. biologically active area: 30%
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4. Residential market sentiment and trends
4. 1 General socio-economic background
Locational significance and historical background
Wrocław is the capital and dominating metropolitan urban center of the Lower Silesia
Region (Dolnośląskie Voivodship) in South-Western Poland - bordering with Germany
(West) and the Czech Republic (South).
Figure 4. Wrocław and Dolnośląskie Voivodship.

Source: REAS

From the late Middle Ages until the Second World War Wrocław was one of Europe’s
major cities and throughout ages it changed its nationality several times. It started under
the first Polish rulers, who were followed by Czech kings, then by the Austrian
Habsburgs, and finally became Breslau as “a great city of the German East”. By the end
of the Second World War in 1945 the Nazi Germany’s army converted the city in its
stronghold fortress, which was subsequently assaulted by the Soviet Army and
consequently suffered huge damages from bombing, artillery attacks and street fighting.
By the end of the War much of the city was destroyed and German inhabitants were
expelled West of the new post-war Polish border with Germany, while the city was
populated mostly with Polish population resettled from Western Ukraine (mostly city of
Lvov – currently Lviv), East of the post-war Polish border. The city then changed its
name back to the original Polish name of Wrocław.
Spatial and administrative layout
Administrative area of Wrocław covers 293 square kilometers. Two rivers converge in the
city, the Odra and the Oława, and because of their multiple tributaries and branches,
Wrocław has 12 islands and over 100 bridges. Because of its riverside location Wrocław
is sometimes called the “Venice of Poland", with water accounting for 3.5% of the city
area. The water intensity turns also into a curse as during “the flood of the century” in
1997 when the city suffered catastrophic damages. A smaller flood and less damaging
flood returned to the city in 2001, which sharpened housing market preferences for less
flood prone locations.
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Wrocław was traditionally divided into five large districts: Stare Miasto (Old Town),
Śródmieście (Downtown), Krzyki, Fabryczna and Psie Pole. This division was
superseded with 69 smaller register areas, but the popular perception of these large
districts continues today.
Figure 5. Wrocław’s traditional large districts and subject location marked in red.

Source: REAS

Planning layout
Approximately 47% of the city area is covered by new detailed land-use zoning plans,
and the city is focusing on producing these plans for areas where more intensive market
development is taking place.
Figure 6. Wrocław planning zones and coverage with detailed zoning plans. Red areas refer to
approved zoning plans, green areas to zoning plans in preparation - as of 4Q 2011.

Source: www.gis.um.wroc.pl
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Economic situation
Wrocław is a regional center for financial and banking services - 30 different banks
operate within the city, including well known European banks. The city is also an
important academic and cultural center, featuring 5 theatres, musical theater, opera
house, symphony orchestra and numerous museums and galleries.
The companies which decide to purchase land and build new facilities in the Wrocław
area usually locate their projects outside the city limits. The largest cluster of foreign
investments is situated around the highway junction at Bielany Wrocławskie (British
CADBURY, Swedish IKEA, Dutch MACRO CASH & CARRY, French CASTORAMA and
American CARGILL, as well as GENERAL BOTTLERS).
In the recent years, the unemployment rate in Wrocław noted a slight decrease, reaching
4,9% in Q3-2011, compared to 5.6% in Q3-2010. Among the major residential markets in
Poland (Warsaw, Kraków, Wrocław, Poznań, Tri-City), Wrocław has the highest rate of
unemployment. However, it’s noteworthy that the whole area of the Lower Silesian
Voivodeship is a region where the unemployment rate is higher than the national
average.
Demographic and migration trends
In Q4-2010 Wrocław was inhabited by 632,996 people, which ranks the City fourth in the
country after Warsaw, Kraków and Łódź. Age pyramid (see below) articulates two
“bulges” of age groups: the post-war baby boom now in the 45-60 age bracket; and the
baby boom’s echo now in the 25-39 age bracket.
Figure 7. Wrocław population age pyramid, June 30, 2006.

Source: VSO

On the one hand, this means that in the coming years we ought to expect persistent high
activity of young people and families searching for their first homes. We can also predict
that within the next 10 to 15 years, the market will experience intensified search for good
jobs and professional opportunities, and this will result in intensified search for better and
larger residential units for developing families.
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On the other hand, the first post-war baby boom will be gradually reaching retirement
age and as a result, the market may experience an increased demand for smaller, 2room units, relatively affordable in terms of maintenance costs. Moreover, we can
definitely expect an increased demand pressure when it comes to rental units.

4. 2 Condition of the primary residential market
Figure 8. Number of building permits, starts and completions in Wrocław; 2005 –2011.*
Number of units

10 000

5 000

0

2005

2006

2007

2008

2009

2010

2011

permitted

5 206

8 101

9 857

7 902

4 977

5 366

7 412

started

1 351

3 984

424

5 430

1 986

4 724

5 852

completed

1 979

4 379

3 327

5 287

6 086

4 671

3 302

Source: VSO

* The significantly underrated data on the number of units started in 2007 illustrate problems encountered by
local statistical office with obtaining reliable data.)

In terms of the number of residential completions in 2010, Wrocław ranked fourth in
Poland, after Warsaw, the Tri-City, and Kraków, despite the fact that the local offering
volume increased very dynamically in H2-2010 (in Q4-2010 only Warsaw noted a higher
number of completed units by residential developers). In 2010 a total of over 4,600
dwellings were completed in Wrocław, with over 4,000 by developers.
In 2011 the total number completions in Wrocław was lower by 29% than in the previous
year. The highest number of residential units was completed by developers who
produced 66% of all completions in 2011.
In 2011, a total of 7,412 building permits were issued for residential units (flats or singlefamily homes), signifying a return to the levels noted in 2008 and at the same time it was
higher by 38% from the 2010 results. Within the four quarters of 2011 the developers
obtained building permits for over 7,200 dwellings.
According to preliminary VSO statistics, within 12 months of the year 2011, construction
of over 5,800 residential units were launched. This index reached the highest level
throughout the whole research period most likely due to the implementation of the newly
adopted residential development client-protection act which comes into effect in April 28,
2012.
During the year 2011, only 3,302 dwellings were completed in Wrocław, while 7,412
building permits were issued. The number of construction starts in the same period
reached the level of 5,852. Among the started dwellings, 349 units were implemented by
non-developer Social Building Societies (TBS) or municipal investors.
It is noteworthy that for building permits and starts, the results of the year 2011 were
higher from 2010. While the number of units scheduled for delivery reflects limited
development activity in the preceding years, which was caused by the real estate market
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downturn, the number of building permits and starts indicate that developoers are ready
to launch the construction of new projects.
Figure 9. Sale status of units scheduled for delivery in Wroclaw in 2011-2012 compared to the output in
2005-2010.
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Source: GUS, REAS estimates

At the end of Q3-2011, developers and housing co-operatives declared that they were
planning to complete a total of more than 5,500 residential units in 2011, whereas 2012
should bring about the completion of close to 6,400 dwellings. One needs to take into
account that these declarations do not necessarily consider the formal process of
delivering residential units for occupancy. Therefore, it is possible that the dates of formal
construction completion are delayed, especially in the case of units scheduled for
completion in the final quarter of 2011 or later.
Among residential units scheduled for completion in 2011, 74% have already been sold;
in the case of units scheduled for completion in 2012, units sold constituted only 23%.
Figure 10. Average listing prices of units in Wrocław, Q1-2009 to Q4-2011.
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The REAS study conducted in 2011 in Wrocław identified a total of approx. 8,000
residential units across 193 projects presently listed in the market.
In Q4-2010, sales of apartments in the Sky Tower project were resumed. The average
price of these units amounted at the time to approx. PLN 15,900 per m². As a result, the
average price of residential units listed in the local market increased, reaching the level
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of PLN 6,995 per m². Since Q1-2011, the average price of units exposed in Wrocław has
started to drop once again, partly due to the launching of new, more affordable projects
listed in the market offering. At the end of Q4-2011 the average price of listed units
amounted to PLN 6,408 per m², which means that the index reached its lowest value
since 2006.
In Q4-2011 developers listed 1,658 dwellings for sale across 20 projects.
The average price of residential units newly listed in the market in Q4-2011 amounted to
PLN 5,964 per m² and was significantly lower from the price of the already listed
dwellings. The high level of the offering volume accompanied by the observed
transactions may translate into price drops in the coming quarters.
Figure 11. Presales of units scheduled for completion in Wrocław in 2010- 2012 by project completion
date - research conducted in Q3-2011 and Q4-2011.
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Source: REAS

Presales levels noted in Wrocław are considerably favorable. Among residential units
completed in H1-2011, some 87% were already sold (increase by 4 percentage points
within a quarter). When it comes to units completed and scheduled for completion in H22011, some 74% have already been sold (increase by 5 percentage points within a
quarter).
In the case of development projects scheduled for completion in H1-2012, the presale
level noted an increase of 10 percentage points and amounted to 46%. When it comes to
units scheduled for completion in H2-2012, the index increased between Q3 and Q4
2011, even though the fact that a large number of new residential units with the
discussed completion date were launched for sale.

17

Land valuation opinion on investment site located in Wrocław at Klasztorna Street

Figure 12. Units sold, launched and exposed in Wrocław between Q1 2008 – Q4 2011
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Once again, the Wrocław market noted a record-breaking high level of the market
offering, which has been growing dynamically since Q1-2010. The number of listed
(exposed) dwellings exceeded 8,600 at the end of Q4-2011.
The offering volume increased despite good and regular sales: in the year 2010 a total of
approx. 4,200 residential units were sold in Wrocław, while during the last four quarters,
the sales level amounted to almost 4,400. For a city of this size, this is a fairly good
result.
The high level of supply stems likely from two major factors: on the one hand, the 2009
brought a balance between sales and new supply, while the sales proved rather immune
to the crisis and we observed growing optimism in developer companies, which started
new projects. On the other hand – many companies had some new projects ready and
could not wait any longer with starting them since the credit servicing costs and
maintenance costs were becoming too high.

4. 3 Forecasts, trends, recommendations
The most recent demand and supply forecast for Wrocław, prepared by REAS in
February 2012 is presented at the graph below. The supply depicted at the graph equals
the number of units launched or forecast to be launched for sale in a given year (January
to December). Demand is the number of units sold in periods when the sales were
clearly lower than the supply, or, the number of units sold increased by unsatisfied
demand in periods when demand clearly outgrew supply.
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Figure 13. Number of units sold vs. launched in Wrocław (within city limits), in 1998-2018.
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In assessing the 2012 supply scale, it was assumed that the developers will still try to
limit the number of residential units launched to the market, bearing in mind the growing
offering volume. As a result, in Q1 2012 the new supply should not exceed the number of
units launched to the market in Q4 2011, therefore the number of dwellings launched for
sale within the year 2012 would amount to approximately 4,000 – 4,500.
Total sales in the year 2012 should reach a level close to 4,100 units (comparable with
sales results noted in the year 2011).
Since the number of residential units sold in 2012 is likely to be lower from the number of
newly launched units, the offering will reach a record-breaking volume at the end of the
year and will be close to the two-year absorption level. In this case, in 2012 developer
companies will once again limit the number of dwellings introduced to the market,
simultaneously reducing the prices.
Due to the expected macro-economic slowdown, sales in 2012 and 2013 will decrease
despite the predicted drop in listing prices.
The assumption for the next period (2014-2016) is a systematic demand growth, with
excess demand conditions prevailing till 2016.
In the price projections the Consultant has chosen the price change scenario for an
annual growth rate, Annual price decrease/growth rates for 2011-2015 are assumed at
the following levels: -2% (2012), -5% (2013), +4% (2014), and +6% (2015).
Based on own long-term market observations the Consultants have assumed
4
constructions costs stability for subsequent two years. The following growth rates in
construction costs were chosen: 2012 (+1%); 2013 (+1%); 2014 (+1%); and 2015 (+0%).

4

Assumed as the contractor’s costs being the major component in total development costs and affecting
the indirect and financial costs considerably.
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4. 4 Competing projects
The vast majority of competing projects in the primary market in the vicinity of the subject
project are multifamily developments featuring between 20 and 113 units, although the
offering features also larger residential projects: Zielone Wzgórze (194 units), Osiedle
Grafitowe (206 units) and Osiedle Parkowe-Krzyki (255) as well as more cozy
projectnamely Brylantowa (12).
When it comes to single-family developments offered for sale, we can name three
examples: Viletta Classica, Apartamenty Nefrytowe II and Wojszyce offering houses with
2
usable floor space from 120 to 190 m , for the total price of PLN 625,000 – 890,000 PLN.
Price levels in competing (multifamily) residential projects range between PLN 3,9002
2
6,200 per m in Osiedle Parkowe, Wojszyce and Brylantowa and PLN 5,600 per m in
Centrum Partynice.
The closest neighborhood of the project, on the eastern side of Buforowa Street, features
selling projects located north of the subject real property: Wojszycka Enklawa (PLN
2
2
5,800 – 6,200 per m ) and Wojszyce (PLN 4,400 – 6,700 per m ) as well as residential
complex located south of the subject real property: Cztery Pory Roku offering units for
2
PLN 5,300 – 7,000 per m .
Table 4 and pertinent map (Figure 14) present residential projects located in the vicinity
of the subject project.
Table 4. Reference multifamily and single – family projects.

Project

Developer

Location

Scale

On sale Usable floor
area m2

Sales price
PLN/m2 unit

Sales price PLN /
parking stall

Completion
date

MULTI-FAMILY – ON SALE
Centrum Partynice

Awbud-Developer
Sp. Z O.O.

Zwycięska

148

125

24 – 66

5 200 - 5 600

28 000

2012-12-31

Osiedle Bursztynowe

Bre. Locum S.A.

Bursztynowa

60

15

55 – 104

5 392 - 6 146

incl. in price

2008-09-29

Osiedle ParkoweKrzyki

Descont
Sp. Z O.O.

Semaforowa

255

10

33 – 115

3 900 - 4 759

19 500

2009-03-31

Osiedle Zwycięska

Dom-Invest
Sp. Z O.O.

Zwycięska

88

2

36 – 105

5 030 - 5 182

24 600

2007-12-31

Zielony Szelest

Inter-Es Piotr
Ponikowski

Obrońców Poczty
Gdańskiej

35

1

38 – 121

4 806 - 4 806

24 600

2008-12-30

Zielony Szelest

Inter-Es Piotr
Ponikowski

Obrońców Poczty
Gdańskiej

47

8

23 – 114

4 731 - 5 862

24 600

2009-08-31

Promex Sp. Z O.O.

Centralna

47

12

43 – 102

4 574 - 5 369

incl. in price

2008-10-15

Spectrum
Development
Sp. Z O.O.

Motylkowa

24

2

30 – 157

7 449 - 7 500

35 000

2009-03-31

Wrobud Sp. Z O.O.

Wambierzycka/
Kłodzka

194

55

29 – 65

5 000 - 6 400

25 000

2011-10-30

Sokołowski
Inwestycje S.J.

Grota Roweckiego

66

29

37 – 98

7 704 - 10 368

30 750

2013-12-31

Lc Corp S.A.

Vivaldiego/
Dróżnicza

88

30

34 – 67

5 500 - 5 900

23 000 – 27 000

2012-03-31

Nowy Brochów
Osiedle Motylkowa

Zielone Wzgórze

Grota Roweckiego 75
Osiedle Maestro
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Project

Developer

Location

Scale

Lc Corp S.A.

Vivaldiego/
Dróżnicza

88

83

Archicom Grupa

Vivaldiego/
Buforowa

113

Archicom Grupa

Vivaldiego/
Buforowa

Wojszyce

Olczyk Sp. Z O.O.
Lokum S.A.

Wojszyce

Olczyk Sp. Z O.O.
Lokum S.A.

Wojszyce

Olczyk Sp. Z O.O. Smardzewska/Klas
Lokum S.A.
ztorna

Osiedle Maestro

Cztery Pory Roku

Cztery Pory Roku

On sale Usable floor
area m2

Sales price
PLN/m2 unit

Sales price PLN /
parking stall

Completion
date

34 – 67

5 150 - 5 900

23 000 – 27 000

2012-06-30

16

27 – 91

5 200 - 6 400

29 000

2011-03-01

119

57

27 – 88

5 300 - 7 000

29 000

2011-12-31

Smardzewska/
Klasztorna

60

10

33 – 106

4 380 - 6 193

20 000

2011-01-30

Smardzewska/
Klasztorna

66

16

34 – 109

4 548 - 6 690

7 000 – above ground
20 000

2011-07-30

58

18

31 – 104

5 120 - 6 481

7 000 – above ground
20 000

2011-12-30

Domar
Development

Brylantowa

12

4

37 – 100

5 250 - 5 300

12 000

2011-03-31

Wrocławskie
Przedsiębiorstwo
Budowlane
Sp. Z O.O.

Bursztynowa

48

16

44 – 112

5 600 - 5 800

21 000 – 28 800

2011-12-31

Wrocławskie
Przedsiębiorstwo
Budowlane
Sp. Z O.O.

Bursztynowa

24

22

40 – 102

6 100 - 6 100

19 600-28 800

2012-06-30

Mw Projekt 1
Sp. Z O.O.

Koreańska

24

4

27 – 74

5 184 - 5 400

15 140

2011-08-31

Peachglen Polska
Sp. Z O.O.

Obrońców Poczty
Gdańskiej

22

12

91 – 115

5 159 - 5 791

22 000

2012-06-30

Murapol S.A.

Buforowa/
Konduktorska

104

104

25 – 66

5 450 - 5 800

5 000 – above ground
20 000

2012-10-30

Zielony Zakątek

Domex-Bud
Development S.A.

Asfaltowa

76

57

44 – 106

5 200 - 6 100

incl. in price

2012-12-30

Osiedle Grafitowe

Descont
Sp. Z O.O.

Tatarska

206

202

25 – 84

5 900 - 5 900

19 500

2013-12-30

Słoneczny Ołtaszyn

Partner Capital Sp.
Z O.O. Sp. K.

Ułańska

36

27

55 – 112

5 200 - 6 566

8 610 - above ground
24 600

2012-06-30

Mw Sp. Z O.O.

Tatarska

84

46

47 – 83

5 000 - 5 600

14 760

2012-03-31

Inkom S.A.

Asfaltowa

32

20

30 – 61

5 800 - 6 200

19 000

2012-09-30

Incepti
Development
Kp Investment
Sp. Z O.O. Sp. K

Vivaldiego

56

32

60 – 94

4 781 - 6 368

3 000 - above ground
25 000

2012-06-30

Temar Sp. J.

Asfaltowa

39

33

39 – 116

4 700 - 6 150

15 000

2012-08-31

Viletta Classica

Lmm Matylda
Development
Sp. K.

Jarzynowa

10

6

172

850 000 –
890 000

2012-03-31

Apartamenty
Nefrytowe II

Art-Deweloper
Sp. Z O.O.

Nefrytowa

4

4

190

839 000 –
879 000

2012-03-31

Wojszyce

Olczyk Sp. Z O.O.
Lokum S.A.

Smardzewska/
Klasztorna

52

45

120

625 000 –
745 000

2012-09-30

Brylantowa
Bursztynowa - Krzyki

Bursztynowa - Krzyki

Willowy Brochów
Ołtaszyn Park

Mała Toskania

Brochów
Wojszycka Enklawa III
Osiedle Preludium

Jesionowy Zakątek
SINGLE-FAMILY
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Project

Developer

Location

Scale

Park Development

Projekt
Management
Polska
Sp. Z O.O.

Asfaltowa/
Buforowa

Dróżnicza 91

Lc Corp S.A.

Dróżnicza

Dróżnicza/Vivaldiego

Lc Corp S.A.

Dróżnicza/
Vivaldiego

Park Ołtaszyn III

Fabryka
Projektowa P.P.C.
Arc2

Ułańska

Grota Roweckiego
(Echo)

Echo Investment
S.A.

Grota Roweckiego

Rodzinne Wille
Jagodno

Grundwert Polska
Sp. Z O.O. Sp. K.

Sygnałowa

70

Parafialna 66

Akme - Zdzisław
Wiśniewski

Parafialna

70

Łubinow/Nektarowa

Spectrum
Development

Łubinow

6

Nefrytowa

Vega Developer

Nefrytowa

6

Matisse

Ronson
Development
Management
Sp. Z O.O.

Buforowa

95

Ziemniaczana

Imperia
Development

Ziemniaczana

On sale Usable floor
area m2

Sales price
PLN/m2 unit

Sales price PLN /
parking stall

Completion
date

PLANNED

141

13

Figure 14. Competing projects in Krzyki district. Projects on sale in red, planned projects in blue.
Subject location marked with light-blue dot.

Source: REAS
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4. 5 Marketable price level and parking stalls in the multifamily part of the project
Based on the market analysis and the review of competing projects located in the vicinity
of the subject property, the Consultant recommends the gross sales price at the level of
2
2
PLN 5,500 – 6,600 per m , assuming the average gross price at PLN 6,100 per m (net
2
value - PLN 5,648 per m ) dated December 2011.
The analysis of the absorption rate within competing projects proved that the average
quarterly sales rate in the listed projects was slightly higher than 4 units, while the
2
highest sales rate was noted in projects whose prices did not exceed PLN 6,500 per m ,
Based on the market analysis and the review of competing projects, gross price of an
underground parking stall was estimated at PLN 22,500 (net price - PLN 20,833).

5. Valuation methodology
5. 1 Basis of value
The basis of value applied in this valuation is market value defined as follows:
The estimated amount for which a property should exchange on the date of valuation
between a willing buyer and willing seller in an arm’s-length transaction after proper
marketing wherein the parties had each acted knowledgeably, prudently, and without
5
compulsion.

5. 2 Valuation method
The valuation methodology adopted in this opinion is based on the land residual method
taking future sellout values of apartments and parking stalls, and reducing them with
project development costs (incl. developer’s profit) to arrive at future residual land
values.
The future sellout values of apartments have been estimated through direct market
comparison method based on market evidence from comparable sales in order to arrive
at marketable price levels (net prices).
The project development costs have been estimated through market-derived costing
including developer’s profit margin currently used in Wrocław for similar multi-phase
residential development projects.
The future residual land values have subsequently been discounted to the present
(valuation date) to reflect time value of money and risk.
Comparative method was used for single-family development projects (semi-detached
buildings and row houses), roads and greenery.
Due to the observed price stabilization on the investment land market the value of the
site designated for single-family development use as well as roads and greenery areas,
has been adopted from REAS Valuation report dated September 30, 2011.

5

This definition, adopted by the Polish Valuation and RICS Standards, is settled in the International
Valuation Standard 1.
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5. 3 Valuation assumptions
Value conclusions will differ depending on what general and special assumptions are
made regarding the price outcome of a hypothetical market transaction estimated in the
valuation opinion. Therefore, it is essential to list and understand these assumptions.
Significant general assumptions
Apartments and premises will be “raw” finished to a “developer standard”. It is typical in
Poland to sell new apartments in this standard, so that the purchasers have to calculate
finishing costs on top of what they pay to developers. Sales in the resale market pertain
to apartments that are finished, which makes it difficult to use secondary market price
data in valuation of new apartments.
Apartments in multi-family residential projects are delivered in raw finish “developer
6
standard”, and the buildings are finished in above-average quality standard ;
Future sellout values of apartments and parking stalls as well as the development costs
have been estimated according to Consultant’s own projections;
The Client undertakes appropriate and effective marketing efforts to attract purchasers;
Upon completion of construction and issuance of occupancy permit the owners of
apartments, premises and parking stalls will be granted condominium ownership rights in
their units with proportional joint ownership rights in common property of their buildings
and pertinent surrounding land .
Significant special assumptions
Multi-family residential project is completed as of the valuation date (December 31,
2011) and the construction works had been finished by that date;
All floor space is residential;
The Consultant has not carried out any special investigations into past and present uses,
either of the subject property or its surrounding sites, in order to assess soil
contamination hazards. It has been assumed that possible soil contamination, if any, can
be remedied during the land development process and if such remedial costs become
known these will need to be subtracted from the value concluded in this valuation
opinion.

5. 4 Valuation procedure – multi-family development project
Based on the Client-provided information and on the Consultants’ own analysis of the
local market evidence, the following market-derived calibrations and scenarios have
been used in the valuation procedure:



The multi-family residential project divided in two Phases (see: Table 5);



Selling net price per 1 m of residential space (PUM) in Phase 1 is PLN 5,469
(VAT excluded) and in Phase 2 is PLN 5,633; decrease is assumed in selling
price shown in Section 4.3;

6

2

Slightly higher quality materials used on façade and common spaces in buildings, good quality windows
and external doors
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Net cost of construction (contractor’s cost) for Phase 1, no finishing, equals PLN
2
2
3,060 per 1 m of ‘useable area of the unit, and for Phase 2 PLN 3,091 per 1 m ;



Future sellout value of the completed project will consist of projected prices of
apartments and parking stalls for each of the project phases. Purchasers will pay
the full price once the project (phase) is completed. Hence, proceeds from the
buyers will be available in subsequent years following completion of individual
stages of the project. The project’s ‘future’ value is therefore not equal to the
value of individual apartments as of the valuation date (December 31, 2011).
Sellout period is to be 6 months since the completion of each phase



A discount rate of 7,841% has been selected to reflect the time value of money .
Accordingly, payments for the project’s Phase 1 have been discounted by the
number of annual periods equaling 2.5 (1Q-2012 to 2Q-2014), the discount
coefficient thus being 0.828019 8; and for the project’s Phase 2 have been
discounted by the number of annual periods equaling 3,5 (1Q-2012 to 2Q-2015),
the discount coefficient thus being 0,767815.

7

Table 5. Calculated future sellout values of project phases .
Phases:

Phase 2

Phase 1

Net price per 1 m2 of residential
apartments (PLN)

5,469

5,633

Number of m2 per phase

6,000

6,035

9

100

101

Net price of parking stalls

20,172

20,117

34,829,744

36,024,676

Number of parking stalls

Future value of apartments and
parking stalls at consecutive stages

Consequently, the future sellout value of project phases sum up to:

PLN 70,854,421

Residual land value after deduction of construction and indirect costs and
developer’s profit becomes then:
Construction cost of Phase 1 equals:
2

2

PLN 3,060 /m * 6,000 m = PLN 18,361,800
Construction cost of Phase 2 equals:
2

2

PLN 3,091 /m * 6,035 m = PLN 18,652,920

7

8
9

Calculated as aggregated average profitability of five-year bonds/debentures (5.341%) and assumed
investment-related risk with respect to the realty sector (1.5%) and the specific project (1%)..
1/(1+ discount rate:7.841)^2,5 = 0.828019).
Assumed 20% surplus above the number of apartments where the sales price includes one parking
stall; Value of one stall estimated at PLN 21,785.- with 8% of VAT;
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Based on examination of the local market, it has been found that additional costs include
the following:
Table 6. Breakdown of project development costs for Phase 1.
Type of cost/expense

Amount, PLN
Phase 1

Phase 2

18,361,800

18,652,920

Construction cost
Housing-estate Infrastructure

3.00%

550,854

559,588

Provision/reserve

1.50%

283,690

288,188

19,196,344

19,500,695

630,000

633,652

Construction costs, total
Designing

105 PLN/m2

Marketing & sales

6.00%

1,101,708

1,119,175

Investor supervision

1,80%

345,534

351,013

Overheads (incl. legal service,
project management, leasehold fee)

3.00%

1,044,892

1,080,740

Provision/reserve

5.00%

156,107

159,229

Indirect costs, total

3,278,241

3,343,809

7,00%

1,343,744

1,365,049

Financing costs, total

1,343,744

1,365,049

23,818,329

24,209,553

Interest & commissions

TOTAL DEVELOPMENT COSTS PER PHASE
TOTAL DEVELOPMENT COSTS PER PROJECT

48,027,882

Other assumptions made:



construction costs increase in following Phases: 1%, 1%, 1%, and 0%,
respectively (see: Section 4.3);



developer’s profit at 15% of future sellout value;



residual land value in subsequent phases have been discounted to the valuation
date applying a discount rate of 7.841%

 Table 7. “Future” project valuation matrix
Subsequent years of projection

Q2 2014

Q2 2015

Project phase

I phase

II phase

Future value

34,829,744

36,024,676

Total development costs

23,818,329

24,209,553

Future value less total dev. costs

11,011,415

11,815,123

Profit margin @ 15%

3,572,749

3,631,433

Future value less total dev. costs less profit

7,438,666

8,183,690

Discount factor @ 7.841% p.a.

0,828019

0,767815

Discounted streams at 15% profit

6,159,357

6,283,560

Total discounted stream at 15% profit

12,442,917
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Residual value (net of VAT) after deduction of construction and indirect costs and
Developer’s profit becomes then:
PLN 12,442,917
Rounded up to:
PLN 12,443,000

5. 5 Estimated value of the remaining parts of the investment site planned for a
single-family development
Due to the observed price stabilization on the investment site market the value of
remaining parts of subject land – designated for single-family development as well as
roads and greenery areas – has been adopted from REAS Valuation report dated
January 31, 2010.
The value of the land property designated for single-family development as well as roads
and greenery areas, calculated using comparative method, amounts to PLN 17,802,000.
Table 8. Summary of the results.
Investment site use

Land-use in the
zoning plan
14.MN1

Land area m2

Value
PLN/m2

18 007,29

Value PLN

Total value,
PLN

9 327 706

15.MN1
16.MN1
14.MN1
15.MN1
16.MN1
7.KD-L

Single-family residential
development project

28,704

518

14,869,000

10 697,14

5 541 078

7 698,92

901 312

12.KD-D
13KD-D

Roads

Greenery

9,843.8

117.07

1,152,000

15.KD-D
7.KD-L
15.KD-D

2 144,85

251 097

7.ZP1

4 489,90

1 162 875

7.ZP1

2 386,64

6,876.5

259

618 135

TOTAL

1,781,000

17,802,000

5. 6 Value conclusions
The market value of the investment site, under the above general and special
assumptions, and using the adopted valuation methodology, comes up to:
12,443,000 + 17,802,000 = 30,245,000 PLN
thirty million two hundred and forty five thousand Polish zloty (PLN)
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6. Limiting conditions and reservations


This report has been prepared in compliance with the current provisions of the law;



This valuation has been prepared only for the purpose specified in item of this
report.



This report has been conducted according to the legal status presented by the
Client as of the report day;



The valuation has been based on information and documents supplied by the
Client, hence REAS Consultant shall not be held responsible for either the
property’s any latent defect, or any concealed legal defects that might affect the
final value conclusion;



The market value arrived at in this report may change following the changes in the
supply/demand relationship in the local market and after the building permit is
obtained;



All rights to the present report are reserved;



Any third party liability of the author of this report is not binding



The future market value was estimated based on the assumption that the building
permit is obtained and the planned project is constructed.

7. Annexes


A. Transcript from Title Registry (perpetual book) no. WR1K/00212656/2 dated
January 4, 2011 (first two pages)



B. Transcript from Land Cadastre dated April 29, 2010



C. Transcript from cadastral map dated April 29, 2010



D. Project concept plotted on zoning plan map
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Annex A Transcript from Title Registry (perpetual book) no. WR1K/00212656/2 dated January 4,
2011 (first two pages)
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Annex B
Transcript from Land Cadastre
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Annex C
Transcript from cadastral map
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Annex D
Project concept plotted on zoning plan map
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