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VALUATION CERTIFICATE 
 
Summary 
 
The purpose of this Valuation report is to present and appraise the property (in DEVELOPMENT 
PROJECT “BIŠUMUIŽA”), that consists of 14 apartments and to them applying land and buildings parts 
situated on the adress Kometas street 4 in Riga as well as two apartments No 13 and No 14 and to them 
applying land and buildings parts, situated at the address Kometas street 2. All real estate objects are 
currently owned by SIA "ARCO DEVELOPMENT" tax pay No: 40003672044.  
 
Within the framework of this assignment, NEWSEC VALUATIONS LV is acted for the client as in the 
capacity of external valuators (IVS). 
 
The valuation required for the purposes of the Secondary Public Offering of the shares of AS Arco Vara 
on OMX Tallinn Stock Exchange (the IPO). The valuation is to be undertaken on basis of Market Value in 
accordance with the RICS valuation standards, International valuation Standards (IVS) and Latvian 
Valuation Standards (LVS-401) as an equivalent for the valuations on the local market.  
 
Valuation Certificate contains general information regarding methodology, limitations and disclaimers of 
the valuation, also legal characteristics of the property.  
 
Estimated Market Value of the property on the date of valuation (March 21 st 2014) is EUR 770,000 
(seven hundred and seventy thousand euro) 
 
The value opinion reported above is qualified by certain assumptions, limiting conditions, certifications, 
and definitions, which are set forth in the report.  
 
Property under valuation is located in Pārdaugava - part of Riga on the left bank of river Daugava. 
Property refers on possible future sales income, constructional and other expenses on the property, also 
with valuators’ conclusions and presumptions. Residual method was used for estimation of Market Value 
of the property, detailed calculations of the Market Value by this method are set in the appendixes of the 
report. 
 
The property was inspected and report was prepared by Dace Rozentāle, report was overseen by Linas 
Daukus, MRICS. 
 
Our valuation is exclusive of any Value Added Tax.  
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Objective 
 
In accordance with instructions received from SIA "ARCO DEVELOPMENT", we have been instructed to 
do a valuation of the 14 apartments apartments and to them applying land and buildings parts at the 
address Kometas street 4 and 2 apartments and to them applying land and buildings parts at address 
Kometas street 2. 
 
On date of valuation real estate located at Kometas street 4 is not devided into housing estates yet, bui it 
is registered in Land Book as following:  

1. The Building and to it applying land plot at Kometas street, Riga, cadastre No. 0100 052 0096 
registred in Riga Land Book folio No.100000151385 owned by SIA "ARCO DEVELOPMENT" tax 
pay No: 40003672044. The land plot (2 192 m²) cadastre No. 0100 052 0077. divided from real 
estate located at Kometas street, in Riga. Riga Land Book division No. 100000151385. 

2. Apartment No 13  (with area 142,6 m²), cadastre No. 0100 927 8856 located at Kometas street 2, 
registered in Riga Land Book folio No. 100000488351 13, building ownership share 1426/11723 
and land plot ownership share 1426/11723 owned by SIA "ARCO DEVELOPMENT" tax pay No: 
40003672044.  

3. Apartment No 14  (with area 143,1 m²), cadastre No. 0100 927 8857 located at Kometas street 2, 
registered in Riga Land Book folio No. 100000488351 14, building ownership share 1431/11723 
and land plot ownership share 1431/11723 owned by SIA "ARCO DEVELOPMENT" tax pay No: 
40003672044. 

 
 
Client 
 
The client of the valuation is SIA "ARCO DEVELOPMENT", (Status – Limited liability company; address –
Brīvības iela 39 LV-1010, Rīga, Latv; company reg. code – 40003672044; data collected in Latvian 
Enterprise Register). 
 
 
Valuer 
 
The valuation has been carried out by certified valuator Dace Rozentāle certificate No.111 issued by the 
Latvian Association of Property Appraisers. 
 
Valuer Linas Daukus is approved by Royal Institution of Chartered Surveyors (RICS) as Chartered 
Surveyor (Membership No. 6510302). 
 
Valuer confirms that is in a position to provide an objective and unbiased valuation and is competent to 
undertake the subject valuation assignment; Valuer confirms that has sufficient current local, national and 
international (as appropriate) knowledge of the particular market and the skills and to undertake subject 
valuation competently.  
 
Valuer is acting as External valuer. 
 
Valuer hereby declares that subject valuation is carried out in line with the ethical standards of the Royal 
Institution of Chartered Surveyors (RICS) and Valuer has no direct interest in the property or the company 
owning it. 
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SIA "Newsec Valuations LV"   
 
Status – Limited liability company; address – Zaļā iela 1, Rīga, LV-1010, Latvia; company code – 
40103216919; data collected in Data bases of enterprises of Latvia. 
 
"Newsec Valuations LV" Certificate of registration Nr. K093738. 
 

 
 
Date of the valuation and date of report 
 
Date of valuation is 21st March, 2014 and the date of report is 31st March, 2014. 
 
 
Purpose of the valuation 
 
The purpose of this valuation is based on the client’s valuation instructions as follows - The valuation 
required for the purposes of the Secondary Public Offering of the shares of AS Arco Vara on OMX Tallinn 
Stock Exchange (the IPO).  
 
 
Compliance with Valuation Standards  
 
Valuer has prepared a full valuation of the property in accordance with the Royal Institution of Chartered 
Surveyors (RICS) Valuation – Professional Standards 2014 – including the International Valuation 
Standards and Latvian Valuation Standards (LVS-401) as an equivalent basis on the local market, 
including inspection of the property and a detailed market survey. 
 
 
Basis of the valuation 
 
We as assessing the Market Value of the property in accordance with the Practice Statements and 
Relevant Guidance Notes of the RICS Appraisal and Valuation and approved by both the International 
Valuation Standards Committee (IVSC) and The European Group of Valuers’ Association (TEGoVA) as 
follows: 
 

“Market Value  – The estimated amount for which an asset or liability should exchange on the 
valuation date between a willing buyer and a willing seller in an arm’s length transaction after proper 
marketing and where the parties had each acted knowledgeably, prudently and without compulsion” 
(RICS, 2014, IVS 2013) 

 
 
Extent of investigation and inspections 
 
This valuation report contains market overview and detail analysis with estimation of Market Value of the 
subject Property. 
 
Property valuation by Residual method refers on possible future sales income (development of the 
residential buildings – blocks of flats), constructional and other expenses on the property based on 
valuators’ conclusions and presumptions that were based to market conjuncture.  
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Each of the property specific factors that influence respective cash flows, sale comparison adjustment 
analysis and market value were evaluated.   
 
Residual method and Sale comparison method were used for estimation of Market Value of the property. 
Detailed calculations of the Market value by these methods are set in the appendixes of the report. 
 
Property was inspected on 21st March, 2014 . Property was inspected by certified valuator Dace 
Rozentāle certificate No.111 issued by the Latvian Association of Property Appraisers certificate with 
presence of the representative of the Client. 
 
 
Nature and source of information 
 
For the purpose of this report we have been provided by Client with the following documents / 
information: 

• Estimate; 
• Plans; 
• Cadastre survey file; 
• Land Books; 
• Cadastre data; 
• Information from development project’s web page: www.bisumuiza.lv 

 
We have in general relied on this information to be accurate and have generally not found any reason to 
believe otherwise. Our report is therefore using this information as basis for our valuation. 
 
Valuer has in general relied on this information to be accurate and has generally not found any reason to 
believe otherwise, using this information as basis for our valuation. Our report is therefore using this 
information as basis for our valuation. 
 
 
Conflict of Interest 
 
Hereby valuators declare that they, nor Newsec as legal entities, do not have any conflict of interest while 
performing valuation of the subject property, and benefit from the valuation process only through 
receiving a fixed pre-agreed fee from the Client. Fee received by the valuator for valuation procedure is 
not related to the valuation results. 
  
 
Valuation methodology and selection of valuation ap proach 
 
Methods generally used for estimation of value: 

1. Replacement value (cost) approach 
2. Comparative value (sales comparison) approach; 
3. Operating income (income capitalization or discounted cash flows) approach.  
4. Residual method. 

 
Replacement value (cost) approach  is based on an assumption that a knowledgeable buyer will not pay 
for the same substitute property more than the amount necessary to create such property. This approach 
is particularly applicable when the subject property is related with relatively new buildings/constructions 
that reflect the highest or best use of the land lot or when the buildings/constructions on the land lot are 
relatively unique or specialized and the market has a limited supply of comparable properties. 
 
Under the replacement approach to value, the value of land is established by considering comparable 
sales transactions. The replacement value of buildings/constructions is determined on the basis of typical 
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sources, first of all details supplies by local professional construction companies and accepted national 
price-fixing measures. In some cases, the application of this approach is based on the construction cost 
of the subject property and information about the construction costs of similar buildings, less the accrued 
depreciation amount calculated with reference to data obtained from all sources. Then the additional 
value of land is added to the replacement value of buildings/constructions less depreciation amount to 
reflect the value of the subject property under the replacement value approach. 
 
Comparable value (sales comparison) approach  relies on search for recent sales transactions 
involving comparable property and analysis of data related to the subject property. This approach is 
based on the price paid in actual market transactions over comparable properties to derive the market 
price of the subject property. This property valuation approach relies on data on fully comparable sales 
transactions concluded over a relatively long period of time that reflect the market conditions related to 
the subject property. Applying the sales comparison approach to value, the data interrelation allows 
determining the value of the subject property considering certain adjustments in view of the physical and 
economical characteristics of the property. The sales comparison approach is used to determine the 
specified sales price of a comparable unit.  
  
Operating income (income capitalization of discount ed cash flow) approach  is normally applied to 
establish the value of income-generating properties to be acquired by an investor. This approach also 
relies on market data that are used to determine the current economical volumes of rent rates and 
expenses that form the basis of the estimated net income. 
 
Depending on the purpose of the subject property, the specifics of its operation and the character of cash 
flow as well as the typical expectations of buyers and sellers on the market, the appraiser may adopt the 
capitalization approach to value. Under the direct capitalization approach, the value is calculated by 
dividing the net income (profit) by a capitalization rate. When the discounted cash flow approach is 
applied, the value of the property is calculated by summing up the present values of future cash flows, 
discounted at a discount rate. Both the direct capitalization and the discounted cash flow approach are 
used to determine the market value. 
 
Using the operating income (income capitalization or discounted cash flow) approach to value, first of all, 
one must consider the overall income, from which the respective amounts are subtracted considering the 
losses for vacancies and levies, expenses and provisions. The resulting net income is capitalized or 
discounted at a specific rate, which is proportional to the risks related to the title to the subject property. 
 
Under the direct capitalization approach, income and expenses of one year are stabilized and the net 
resulting operating income is capitalized at a capitalization or return rate in proportion to the title to the 
subject property. 
 
Residual method. For the purpose of evaluation of projects under development, the residual value 
method is used. This method is applied to establish the value of a vacant land site or of a land site and 
buildings that are prepared for redevelopment. Market Value according to Residual method generally is 
used to evaluate properties with possible future development. According to this method construction costs 
and other expenses for development of property together with assumed allowance for developer’s profit, 
sale incomes after development are being calculated. 
 
To evaluate the subject property Valuer is taking into account Detail planning basic figures and applied 
the Residual Valuation Approach. Detailed calculations of the Market Values by these methods are set in 
the appendixes of the report.  
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Valuation assumptions 
 

That valid unconditional confirmation is granted by all relevant authorities including planning, building and 
user permits/ licenses and tenant approvals have been granted. 
  
For estimation of Market Value following assumptions were provided by Client: 

• Developer is SIA "ARCO DEVELOPMENT" 
• Development and sales periods / timing of the project. 

 
Property valuation refers on possible future sales income (sale of completed premises (apartments) and 
parking spaces), constructional and other expenses on the property based on Client’s provided 
information and valuators’ conclusions and presumptions. In case of lack of any sensitive information 
needed  for assignment, we rely on market data.   
 
 
Tenure and Tenancies 
 
We have received general title information from SIA "ARCO DEVELOPMENT" and our valuation has 
been based on the information supplied to us. 
 
There are no mortgages registered on the property.  
 
The property is owned freehold. 
 
 
Servitudes and other encumbrances 
 
There are some encumbrances registered on the property (listed in the Report), but they are assumed not 
to have any effect on our valuation of the property.   
 
Our valuation is on the above basis and assumes that there registered on the property that may affect the 
value so that the property possesses a good and marketable title, free from restrictions, covenants or 
other encumbrances. 
 
 
Town Planning, Site and Contamination 
 
Town planning situation is not checked or verified by the valuators. Our valuation is on the basis that the 
property is not affected by proposals for road widening or Compulsory Purchase. We have in our 
investigations not found any evidence of any plans. 
 
We have assumed that the property has been erected in accordance with valid planning permissions and 
are being occupied and used without any breach of that.  
 
We have assumed, that property has been approved by local authorities and is used in accordance with 
existing legislation and planning. 
 
We have not investigated ground conditions/stability and, unless advised to the contrary, our valuation is 
on the basis that all buildings have been constructed, having appropriate regard to existing ground 
conditions. 
 
Possible contaminated or polluted ground or substances are nto taken into account in the valuation. 
 
We have not carried out any investigations or tests, nor been supplied with any information from you or 
from any relevant expert that determines the presence or otherwise of pollution or contaminative 
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substances in the subject or any other land (including any ground water).  Accordingly, our valuation has 
been prepared on the basis that there are no such matters that would materially affect our valuation.  
Should this basis be unacceptable to you or should you wish to verify that this basis is correct, you should 
have appropriate investigations made and refer the results to us so that we can review our valuation. 
 
 
Restriction on use, distribution or publication 
 
Our valuation is on the basis that the property is not affected by proposals for road widening or 
Compulsory Purchase. We have in our investigations not found any evidence of any plans. 
 
We have assumed that the property has been erected in accordance with valid planning permissions and 
are being occupied and used without any breach of that. We have not had access to detailed planning of 
the Municipality but have assumed, that property has been approved by local authorities and are used in 
accordance with existing legislation and planning.  
 
We have neither carried out a structural survey of the property, nor tested any services or other plant or 
machinery. We are therefore unable to give any opinion on the condition of the structure and services. 
However, our valuation takes into account any information supplied to us and any defects noted during 
our inspection. Otherwise, our valuation is on the basis that there are no latent defects, wants of repair or 
other matters which would materially affect our valuation. 
 
We have not investigated the presence or absence of High Alumina Cement, Calcium Chloride, Asbestos 
and other deleterious materials. In the absence of information to the contrary, our valuation is on the 
basis that no hazardous or suspect materials and techniques have been used in the construction of the 
property.  We have not investigated ground conditions / stability and, unless advised to the contrary, our 
valuation is on the basis that all buildings have been constructed, having appropriate regard to existing 
ground conditions. 
 
We have not carried out any investigations or tests, nor been supplied with any information from you or 
from any relevant expert that determines the presence or otherwise of pollution or contaminative 
substances in the subject or any other land (including any ground water). Accordingly, our valuation has 
been prepared on the basis that there are no such matters that would materially affect our valuation.  
Should this basis be unacceptable to you or should you wish to verify that this basis is correct, you should 
have appropriate investigations made and refer the results to us so that we can review our valuation. 
 
 
General Principles 
 
Our valuation is based on the information, which we have obtained from the Client. We have relied on this 
being correct and complete and on there being no undisclosed matters which would affect our valuation. 
 
No allowances have been made for any expenses of realization or any taxation liability arising from a sale 
or development of the property.  
 
Where grants have been received, no allowance has been made in our valuation for any requirement to 
repay the grant in the event of a sale of the property. 
 
Our valuation is exclusive of any Value Added Tax.  
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Valuation 
 
Subject to the foregoing, and based on values current as at 21st March, 2014, we are of the opinion that 
the Market Value of the property, as set out in Report, is the total sum of  
 

EUR 770,000   
 

(seven hundred and seventy thousand euro). 
 
Based on recent market situation, as well as discussion with market participants, a sale of the subject 
property at the above statement opinion of market value would have required an exposure time of 
approximately 8 - 12 months. Furthermore, a marketing period of approximately month (4) months is 
currently warranted for the subject property.  
 
The contents of this Valuation Report are intended to be confidential to the addressees and for the 
specific purpose stated. Consequently, and in accordance with current practice, no responsibility is 
accepted to any other party in respect of the whole or any part of its contents. Before the Valuation 
Certificate or Report or any part of its contents are reproduced or referred to in any document, circular or 
statement or disclosed orally to a third party, our written approval as to the form and content of such 
publication or disclosure must first be obtained. For avoidance of doubt, such approval is required 
whether or not this firm is referred to by name and whether or not our Valuation Certificate or Report is 
combined with others.  
 
Probability of changes 

The losses valuated in this report were estimated as of the presumptive data. Constantly changing market 
situation, country mortgage politic, economic, social, political and physical conditions have varying effects 
upon real property value. Even after the passage of a relatively short or mid-term period of time, property 
value may change substantially and require a review based on differing market conditions. 
 
 
Signature(s)  
 
The date of Valuation Report: 31st March, 2014  

 
 
Dace Rozent āle 
(Report compiler) 

Linas Daukus, MRICS   
(Report inspector) 

Valdis Mitenbergs  

Certified Valuer  (Certificate  
No.111 real estate valuation)  

Valuer / Head of International  
Valuations, Baltics 

Managing  Director 
Newsec Valuations LV, SIA 
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APPENDIX 1: MACRO REPORT – LATVIA 
 
 
General outlook 
 
Latvia has shown a strong recovery from the decline of recent years. The macroeconomic situation has a 
good potential for a smooth recovery in the upcoming years also. The economic growth in Latvia 
continued throughout of 2013, mainly driven by growth in consumption and the recovery of the success of 
export-oriented industries in the local market. Latvia may show the most significant growth trends in the 
region during the following two years. The GDP growth for 2013 is 4.1%. 
 
In 2013 the expansion of economic activity contributed to the recovery in the labor market – employment 
and wages increased, but prices have been rising very slow. Manufacturing industry's output and exports 
are also expected to continue to increase. Activity will increase in real estate, and recovery in the 
construction sector will continue, although at a more moderate speed, whereas financial and insurance 
sector will continue to adapt to the post-crisis circumstances. 
 
 
GDP 
 
Latvia may show the most significant growth trends in the region during the following two years. It is 
forecasted that part of the factors that detained growth this year, next year will be lost and the economy 
will grow. Gradually there is improving economic situation in the euro area and the Nordic countries, 
which are significant markets for Latvian companies. Next year, shall take effect on the number of 
changes in tax laws that will increase household income. The forecasted GDP growth for 2014 is 4.5%. 
 
Although the Latvian economy is showing the first signs of economic improvement and forecasts for the 
next 2 years are relatively optimistic, the situation is still uncertain due to financial instability in the Euro 
zone and Northern Europe. 
 
 
Private consumption and Inflation 
 
In 2013 the private consumption continued to increase and stimulated GDP growing nearly estimated 
5.2% annually. The growth in the private consumption was mostly influenced by the increase in the 
average salary rate and reduction of previous savings. 
 
In 2013 the inflation continued to decrease, reaching the lowest level since September 2010. The annual 
inflation is at level of 0.0% in 2013. 
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Source: Statistics Latvia, European Commission, Newsec 
 
Due to economic sentiments and rising inflation, the increase in private consumption is expected to slow 
down its pace in the following years, however retail trade growth is still ahead of the growth in the 
earnings and the amount of the consumers’ savings is relatively low. Private consumption is expected to 
maintain stable nearly 4.5% annual growth during 2014 and 3.5% in 2015. 
 
During the 2013 consumers continued to buy more long-term use goods. The inflation factor is very 
important for the forecast of private consumption for the next year. The domestic supply factors, e.g. 
higher excise tax on tobacco, delayed rising of electricity tariffs for households, etc., will also affect 
inflation in 2014. Private consumption is expected to maintain stable nearly 4.1% annual growth during 
2014.  
 
 
Consumers’ confidence 
 
In 2014, Consumer Confidence in Latvia averaged -17.77 from 2010 until 2014, reaching an all time high 
of -8.30 in January of 2014 and a record low of -30.80 in December of 2010. The level of optimism about 
the performance of the economy was increased during the 1HY of 2013; however, if we compare the 
results of the January of 2011 and January of 2014, the trend is optimistic.  
 
Also, consumer confidence and household spending has increased during 1Q of 2014 as compares with 
the period of 4Q of 2013. Consumer confidence index also will remain low in 2014 and many Latvians still 
are burdened with paying back numerous loans and mortgage credits, which will have a downward 
pressure on consumer consumption in the forthcoming years and their willingness to evolve in new 
liabilities towards banks. 
 
In Latvia, consumer confidence indicator characterizes population’s assessment of the socio-economic 
situation in the country and changes to the household’s financial situation. Measures of average 
consumer confidence can be useful indicators of how much consumers are likely to spend. Economic 
sentiment index is average weighted value from manufacturing, construction, retail trade, services sector 
and consumer confidence indicators. 
 
Due to economic sentiments, a slow-down is expected in retail trade and tenants' performance. As a 
result, the weakest shopping centres might suffer, and the difference between the best shopping centres 
and other shopping centres will be more distinctive. 
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Latvia has met the Maastricht criteria in spring 2013, and joined the euro zone in January 2014. The 
adoption of Euro usually results in so called "Euro shock" with a relatively high inflation and economic 
growth caused by prices being rounded up; high expectations for increasing private consumption and 
growth of salaries etc. 

 
Source: Statistics Latvia 
 
Macro forecast 

 
Source: Central Statistical Bureau of Latvia / Newsec forecast 
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Retail trade 
 
In 2013 retail trade, except of automotive fuel continued to grow by estimated 6%. The fastest growth by 
25-35% was in retail sale of carpets, rugs, wall and floor coverings, furniture, lightning equipment and 
other household. Due to economic sentiments and rising inflation, the increase in private consumption is 
expected to slow down its pace in the following years, however retail trade growth is still ahead of the 
growth in the earnings and the amount of the consumers’ savings is relatively low. 
 

 
Source: Statistics Latvia/Newsec 
 
The recovery of Latvian retail trade continued accelerating in 2013, but still remained below the pre-crisis 
level. A notable and relatively persistent improvement in consumer purchasing power led to an increased 
activity in retail. Due to this, the performance of shopping centres located in Riga has improved 
significantly.  
 
Private consumption has a more significant role in economic development and the retail trade in  Latvia 
continues accelerating the fourth year in a row. Retailing is expected to record a stable and constant 
value growth over the next twelve months. Similarly to earlier periods, the key driving factor for grocery 
retailers in the future will be the overall economic situation in Latvia. Turnovers of the most succesfull 
shopping centres grew by 8-15% per annum and current occupancies are at 97% -99%. Entry of new 
retail chains, like H&M, IKEA, Debenhams, shows the confidence of the Baltic markets and accelerates 
interest from other solid international players. 
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Retail trade turnover is an indicator that shows the percentage of total retail sales in the country. 
As compared to 2012, total retail trade turnover (excl. fuel) in  2013 increased by 6%. According to 
Eurostat it is one of the largest increases across the European Union (EU).  
 
Latvian consumer spending, total retail trade, economic sentiment indicators and retail trade confidence 
indicators show positive increase while consumer confidence indicator show slight decrease in 2014. 
 
Economic outlook 
 

• Latvia joined the Euro area in January 2014. 
• Unemployment tended to decline from 15% in 2012 down to estimated 11.9% in 2013 
• Average net monthly salary in 2013 has grown in private sector by approx. 3.8%. In 2014 the 

household income will increase due to effect on the number of changes in tax laws. 
• Further economic growth of Latvia will be highly influenced by global financial environment, and 

especially performance of European countries, Nordic Countries and political situation. 
• The largest GDP growth (4.1%) during 2013 among the Baltic states and is forecasted that 

Latvia will retain the leading position in 2014. Although we still expect global economy to 
improve this year, we will most likely revise Latvian GDP growth downwards due to the turmoil 
in Ukraine. The negative impact will come more from trade with Russia and other economies in 
the region that are closely linked to Russia and Ukraine. 

• Although credit institutions have restarted issuing credits to businesses and an increase in 
amount of private credits has followed, banks strengthened their loans issuing policy and 
became much less risk-tolerant, comparing to the pre-crisis period. 

• In 2013, domestic consumption was the main driving force behind growth – domestic 
consumption increased as a result of higher wages and purchasing capacity and a 
comparatively steady public mood. 

• Manufacturing industry's output and exports and also expected to continue to increase. 
However, the growth of exports will be determined by the situation in the global economy and 
companies' success on rapidly-growing markets. Problems at the Liepajas 
Metalurgs metallurgical company may make the situation more complicated, as the company's 
problems can affect industrial and export indices of Latvia. 
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• In the transit sector, growth pace may decelerate as a result of increasing competition. Activity 
will increase in real estate, and recovery in the construction sector will continue, although at a 
more moderate speed, whereas financial and insurance sector will continue to adapt to the 
post-crisis circumstances. 

• At the end of 2013 Standard & Poor's raised its credit rating for Latvian outlook from stable to 
positive while maintaining the current rating of BBB + level. This is an important assessment of 
the development of the Latvian economy and an important signal to foreign investors. 

 
 
Residential Market Overview 
 
 
Introduction 
 
The activity in the overall real estate market has grown, but still below the pre-crisis level. There were no 
speculative projects putted into operation for the last three years. The industrial market, which although 
has suffered the most, has shown the fastest recovery in 2013. The most active was residential market.   
 
The Latvian residential market has split into two segments: the local population market and non-residents’ 
market. In the first market segment, there has been no significant increase in the activities observed with 
the minimum price upward correction, while the non-resident market has demonstrated a sharp increase 
in prices in a short period of time. At the moment, management companies of bank-owned property, such 
as Ektornet Management Latvia, Latectus, Pillar, etc., play an important role in the housing market 
ensuring to their clients favourable credit terms and lower apartment prices. 
  
The annual number of transactions increased by 32% in 2012, compared to 2011, and comprised more 
than 8,000 deals. The annual number of transactions increased by 16% in 2013, compared to 2012, and 
comprised more than 9,400 deals. 
 
Activity of developers, especially in the residential segment has grown in Latvia. Construction activity is 
still very low, however much more significant projects were put into commission during 2013. 
 
 
Economic outlook 
 
Latvia has shown a strong recovery from the decline of recent years. The macroeconomic situation has a 
good potential for a smooth recovery in the upcoming years also. The economic growth in Latvia 
continued throughout of 2013, mainly driven by growth in consumption and the recovery of the success of 
export-oriented industries in the local market. Latvia may show the most significant growth trends in the 
region during the following two years. The forecasted GDP growth for 2013 is 4.1% and 4.5% for 2014. 
 
In 2013 the expansion of economic activity contributed to the recovery in the labor market – employment 
and wages increased, but prices have been rising very slow. Manufacturing industry's output and exports 
are also expected to continue to increase. Activity will increase in real estate, and recovery in the 
construction sector will continue, although at a more moderate speed, whereas financial and insurance 
sector will continue to adapt to the post-crisis circumstances. 
 
At the end of 2013 Standard & Poor's raised its credit rating for Latvian outlook from stable to positive 
while maintaining the current rating of BBB + level. 
Latvia is invited to join the euro in January 2014. Such invitation might result in increased overall market 
activity in the 2st half of 2013 followed by the slowdown in 2014, mainly caused by expected price shock. 
 



                                                           

 

17 
 

Proposed classification of apartments 
 
Age of the building   

Old  Built before 2004  
New  Built or fully reconstructed (incl. façade) after 2004  

Location   
A+  Premium locations of the city: selected parts of the city centre, old town  

A  Rest of the city centre or old town, prime locations in smaller cities or further from the centre  

B  Sleeping districts closer to centre, best locations outside  the city centre  

C  City outskirts, distant sleeping  districts,  industrial districts  

Quality   

A+  Full finishing, premium design and quality of the materials used 

A  Full finishing, contemporary, good quality materials used 

B  White finishing, simple materials used in the finishing,  or insignificant repair works necessary  

C  Without finishing (grey or black finishing) or capital repairs needed  

Additional Factors  

Size  Over 80 sq.m  

Floor  Discount due to the location on the 1st, bonuses due to the location on the top floor 

*Classification proposed by Newsec 
 
Demand 
 
In 2009-2010, residential property market in Latvia went through major stagnation phase. Economic 
recession, social and political instability, soaring unemployment and low business confidence index 
resulted in ever-low investor and buyer activity. Number of deals in 2009-2010 was extremely low not only 
due to very limited demand but also to unwillingness to sell at the market’s low by those landlords who 
are financially capable to hold on to their properties. 
 
In 2011, even though total number of transactions still remained significantly lower than during the pre-
crisis period, residential market in Latvia showed a noticeable improvement There were more than 6,100 
transactions at residential market and 16% growth in Riga during 2011. Around 15% of transactions took 
place in Riga’s centre. 
 
Further acceleration of market activity followed during 2012. Compared to 2011, annual number of 
transactions increased by 32% and comprised of more than 8,000 during 2012. There was also a 
noticeable growth of average prices per sq. m. for new projects in Riga’s centre – within the year, these 
grew by almost 25%. However, new residential projects, both central and non-central, still accounted for 
just 16-18% of total number of transactions, so remained very sensitive to the supply. High demand for 
such new projects as, e.g., Riverstone by YIT and Futuris by Larix Property caused short-term increase of 
average prices in respective categories. Prices in other segments fluctuated around the same level and 
showed no distinct trends in 2011-2012. 
 
The residential market was very active during. 2013The annual number of transactions increased by 16% 
in 2013, compared to 2012, and comprised more than 9,400 deals. 
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Number of transactions and transaction prices, EUR/ sq. m. | Riga 

 
Source: Land Book/Newsec 
 
New projects in Riga’s centre were also the only segment which showed an upward trend in terms of 
price per square meter in 2012. In 2013 there were some changes, due to the lack of new residential 
projects in Riga city centre, the prices for new projects in sleeping districts increased as well. This activity 
was mainly caused by non-residentials’ interest in getting residence permit. This year there has been a 
slight increase in average prices for new projects for about 5%. At that moment an important role in the 
housing market plays the real estate management companies of bank's, such as Ektornet Management 
Latvia, Pillar, etc., providing for its clients favorable credit terms and lower prices for apartments. Price in 
other segments fluctuated around the same level and showed no distinct trend in 2013. 
 
In terms of financial instabilities in European area, many investors opted for real estate as a safer 
alternative to stocks, government bonds and bank deposits. 
 
People, who purchased apartments for own needs, still remained very price-sensitive in 2013. Many were 
burdened with paying back previously taken credits, while banks noticeably tightened their financing 
standards, so mortgage loan availability was much lower than during the pre-crisis period. However within 
new projects the overall increase of transactions was caused by the banks subsidiaries selling the 
apartments packed with mother banks special mortgage offers. 
 
On the whole, the demand can be divided into several clusters: 

• economy class residential apartments, with average price per apartment around EUR 30,000; 
• upper-scale apartments, mainly close to the city centre; 
• Exclusive apartments in the city centre, which are bought also by Russians, other CIS countries’ 

buyers and, by less extent Europeans. 
 
Average prices per square meter in other Latvian towns did not show any distinct trend during 2012 and 
varied around the same level in 2013.  
 
THE QUIET CENTRE 
 
Based on the transactions executed, the leading project in 2012 was Futuris residential complex in the 
Quiet Centre at 16 Antonijas Street. The average price in this project was 2,945 EUR/sq. m. in 2012 and 
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3,140 EUR/sq. m. (excluding the land) in 2013. In 2013, the leading project in the Quiet Centre is 
Elizabetes Park House with the average transaction price 4,350 Eur/sq. m. (including the land). All prices 
mentioned include VAT 21%. 
 
OLD TOWN 
 
The supply in the Old Town is very limited, just a few new projects launched a few years ago, which were 
not very popular among byers, reaching just an insignificant amount of transactions in 2012. In 2013, the 
situation may change due to an increased interest and activity in this segment. The most popular projects 
in The Old Town still are Avalon Rezidence, 11a Grecinieku Street, 25 Kungu Street and a new project at 
2 and 4 Teatra Street. The average transaction price for these projects is 2,300 EUR/sq. m.. During 2Q of 
2013 there were two record high transactions of 6,400 EUR/sq. m. for the apartments at 10 Smilsu Street. 
The demand in 2013 has increased due to raised interest and activities also in this segment. All prices 
include VAT 21%. 
 
CLOSE CENTRE 
 
A rapid increase in the amount of transactions was noticed in the close city centre. This area has gained 
much attention of non-residents who were reluctant to buy the properties at extremely high prices in the 
Quite Centre or Old Town and preferred more moderately priced central areas of the city. Due to the 
shortage of new projects in this area, the activity was mostly observed in the renovated buildings. 
  
The most expensive apartments (based on transactions in 2013) are located at 7 Martas Street, 
Baznicas, Blaumana, Gertrudes, Kr.Barona Street and 15 Marijas Street, reaching the average price for 
these locations in the amount of about 3,000-4,000 EUR/sq. m.. All prices include VAT 21%. 
 
MONTHLY TRANSACTIONS BY SEGMENT, 2010- 1HY 2013 

 
Source: Land Book/Newsec 
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Source: Land Book/Newsec 
 
As you can see in the chart only small part of transactions are above 80k EUR. 
 
 

 
Source: Land Book/Newsec 
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TRANSACTIONAL SALES PRICES BY SEGMENT, 2010- 1HY 20 13  

 
Source: Land Book/Newsec 
 
NON-CENTRAL DISTRICTS 
 

• The number of transactions in non-centre districts of Riga has risen. The activity in the housing 
market has grown rapidly. 

• The transaction prices for apartments in new projects are between 850-2050 EUR, depending on 
the finish level and apartment class provided by developer. The average price for apartments with 
full finishing in Ziepniekkalns in the beginning of 2013 was 1180 EUR/sq. m.. The average price 
for new projects at Ziepniekkalns and Zolitude in the end of 2013 is about 1250 EUR/sq. m.. All 
prices mentioned include VAT 21%. 

• This year there has been a slight increase in average prices for new projects for about 5-6%. At 
that moment an important role in the housing market plays the  real estate management 
companies of bank's, such as Ektornet Management Latvia, Pillar, etc., providing for its clients 
favorable credit terms and lower prices for apartments. 

• Newsec prognoses related on apartments price are not very optimistic, we suppose to think that 
due to the increase of supply, the prices will not rise extremely high for the next 2 years. The 
change in the apartment price next years will be up to 5-6% for the new projects. 

• It is expected that Latvia joins to the EURO zone next year, this can lead to some changes in the 
real estate market. As we can learn from the Estonia expierence, the prices of apartments 
increased  after the joining into Euro zone. 

• It is expected that prices would remain relative stable over the period. A slight average price 
increase in 2013 could be expected in prestigious locations for high class properties mainly due 
to the trend to apply for the permanent residence permit in Latvia for the period of 5 years. 
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JURMALA 
 
The changes in price of the economy class property in Jurmala are not essential, which characterises the 
absence of changes in the solvency of the local population. In turn, significant increases in prices, as well 
as seasonal variations are observed in the so-called business / premium class segment, where the price 
exceeded 2,000 euros per square meter of space. Bulduru Avenue, Dzintaru Prospect and Juras Street 
remain the leaders among the districts of exclusive private villas and apartment houses in Jurmala with 
such projects as Villa 21, Sea Castle, Jurmalas Vilnis, The Home and others. 
 
Given the optimistic forecast for the further development of the market and the ambitions of individual 
buyers visiting Riga, some developers initiate elite development projects focused exclusively on Russian 
buyers, such as a residential complex The Legend, including the Villa Hepburn, Villa Churchill, Villa 
Dietrich, Villa Hemingway, Villa Tiffany, as well as a new project in the heart of the famous Jomas street 
in Jurmala - E - mas House. 
In Jurmala, the demand can be split into two categories: 

• economy class, with average price below 1000 EUR/sq. m. 
• premium class, with average price above 1000 EUR/sq. m. 
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Apartment market | Jurmala   

 
Source: Land Book/Newsec 
 
 
Supply 
 
Construction permits | Latvia 

 
Source: Central Statistical Bureau of Latvia 
 
Growing number of construction permits issues in 2013 was a sign of increasing optimism. Number of 
players, such as YIT and Merks, are expected to commence their current projects. The total construction 
output during three quarters of 2013 has increased by 12% compared with the same period of 2012. 
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Construction output | Latvia 

 
Source: Central Statistical Bureau of Latvia 
 
Number of apartments completed, 2003-2012 | Latvia  

 
Source: Central Statistical Bureau of Latvia 
 
Construction activity increased in Latvia in 2013, after its lowest point in 2010. Total number of new 
apartments completed in Latvia grew by almost 40% in 2011, with Riga’s residential market contributing 
to the bulk of the growth. In 2012 the total number of apartments being completed has decreased by 22% 
in Latvia and by 75% in Riga. Number of completed apartments in Riga was 550 in 2012, comparing to 
more than 1500 in 2011. 
 
Asking prices for the apartments offered for sale i n December 2013 
Riga District  Asked price, EUR/ sq. m.  
Prime location  

- Old Town and other 
prestigious locations 

4,000 – 6,000 for high quality, exclusive apartments  

- Old Town 
renovated or newly built, with full finishing: 3,100 – 3,500  
non or partially renovated, various finishing: 1,200 – 2,700 

- Silent Center 
renovated or newly built, with full finishing: 2,700 – 3,700 
non-renovated, various finishing: 1,100 – 2,400 
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Central part of Riga    
- Renovated, newly- built 1,600 – 4,000 (depending on location and quality of finishing) 

- Non-renovated 
550 - 1,600 (depending on quality of the building and finishing and 
location)  

Locations close to city centre- 
Pārdaugava, Pētersala, Maskavas 
suburb 

  

- Renovated, newly- built 900 - 2,200 (depending on location and quality of finishing) 
- Non-renovated, built before 

year 2000 
500 - 1,300 (depending on quality of the building and finishing and 
location)  

Suburbs of Riga city   
- Renovated, newly- built 850 - 2400 (depending on location and quality of finishing) 

- Built before year 2000 
230 - 1,050 (depending on quality of the building and finishing and 
location)  

Source: Newsec 
 
 
Apartment rental market 
 
CHARACTERISTICS / RENTAL RATES 
 

• The rental market has become more active in 2013. 
• The most active lesees for apartment rent in the Riga city centre are foreigh students and  staff of 

embassies in Riga. 
• The most demanded area for embassy staff still remains the same – Silent Centre, so called 

Emmbassy District, but at the same time the interest for Riga active centre is increasing. 
• Evaluating current trends in the rental market to investment into rental apartments is the best 

small investment practise. Presently to buy an apartment is more profitable than to rent it, 
because the bank mortgage payment is still lower than apartment rental rates in the market. 

• So at the moment is very profitable to buy more small apartments and to put them into rental 
market for the profit.  

• It is observed that foreign investors which have bought apartments just for obtaining the 
residence permits presently are offering them as rental apartments. 

• The developers who has built some new residential projects in the city centre some years ago 
and for some reason have not been able to sell apartments, now are offering these apartments 
actively into rental market, asking about 8-11 EUR/sq. m./month, depending on quality of the building 
and finishing and location. 

• Some developers in order to avoid VAT payments are offering sale with 1 year prior lease.  
• Rental payments for aparments in Latvia for inhabitants are not the subject to VAT, but the owner 

(if he is  a private person) must pay 24% income tax. What is the reason for unlegal rental market 
activities approx. 30%. 

• Some developers are practising a good entepreneurship, offering to pay only for 11 months if a 
tenant concludes rent agreement for one year term. 

• Concluding rent agreement for two or more years, the rental payments for all period can be 
bounted as the first payment in case the tenant is willing to buy this apartment. 
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Source: Newsec 
 
 
Outlook 
 

• At the moment there are a lot of new projects launching in the market, some of them were 
cancelled some years ago. New projects by Merks, Larix Property, Pillar, R.Evolution City, 
Dekarta Property are expected to be commenced in the forthcoming years. 

• The number of transactions in non-centre districts of Riga has risen. The activity in the housing 
market has grown rapidly. 

• This year there has been a slight increase in average prices for new projects in non-central areas 
for about 5%. At that moment an important role in the housing market plays the real estate 
management companies of bank's, such as Ektornet Management Latvia, Pillar, etc., providing 
for its clients favorable credit terms and lower prices for apartments. 

• Developers in the city centre and Jurmala are mostly orientated on the most solvent auditory – 
non residents from abroad countries. 

• And if they look at the transactions, we can see that the activities in the Quiet centre of Riga have 
risen. The non-residents, who buy here in Latvia apartments for living, choose larger flats in more 
prestigious project and district such as Jurmala and Quiet centre of Riga. 

• Newsec prognoses related on apartment’s price are not very optimistic, we suppose to think that 
due to the increase of supply, the prices will not rise extremely high for the next 2 years. The 
change in the apartment price next years will be up to 5-6% for the new projects. 

• It is expected that prices would remain relative stable over the period. A slight average price 
increase in 2013 could be expected in prestigious locations for high class properties mainly due 
to the trend to apply for the permanent residence permit in Latvia for the period of 5 years. 

• It is expected that Latvia joins to the EURO zone next year; this can lead to some changes in the 
real estate market. As we can learn from the Estonia experience, the prices of apartments 
increased after the joining into Euro zone. The fear of price shock caused by Euro being adopted 
in 2014 might result in some additional activity in all residential market is expected in the H2 of 
2013 followed by the slowdown in 2014. 
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APPENDIX 2: PROPERTY REPORT 
 
 
General information and Legal status 
 
The Property 
 
At address Kometas street 4 

• 14 apartments  and to them applying land plot with total area 2 192 m², cadastre No. 0100 052 
0077 registred in Riga Land Book folio No. 100000488406 and buildings parts situated on the 
adress Kometas street 4. On date of valuation real estate located at Kometas street 4 is not 
devided into separate housing estates yet, bui it is registred in Land Book as following: the 
building and to it applying land plot at Kometas street, Riga, cadastre No. 0100 052 0096 
registred in Riga Land Book folio No.100000151385 owned by SIA "ARCO DEVELOPMENT" 
tax pay No: 40003672044. 
 

At address Kometas street 2 
• Apartment No 13  (with area 142,6 m²), cadastre No. 0100 927 8856 located at Kometas street 

2, registred in Riga Land Book folio No. 100000488351 13, building ownership share 
1426/11723 and land plot ownership share 1426/11723 owned by SIA "ARCO 
DEVELOPMENT" tax pay No: 40003672044.  

• Apartment No 14  (with area 143,1 m²), cadastre No. 0100 927 8857 located at Kometas street 
2, registred in Riga Land Book folio No. 100000488351 14, building ownership share 
1431/11723 and land plot ownership share 1431/11723 owned by SIA "ARCO 
DEVELOPMENT" tax pay No: 40003672044. 

 
Data Source  – Extracts from Land Book of Latvia (presented in appendixes to Valuation Report). 
 
Notes: 
According to the Land Book there are following marks registered: 
 
For land plot (located at address Kometas street 4) 

• the protected area along the aqueduct, the aqueduct is up to 2 m depth 0,0272 ha (12,4% from 
land plot area); 

• the protected area along the gravity sewerage system 0,0367 ha (16,7% from land plot area); 
• the protected area along the drains and open ditches 0,0398 ha (18,2% from land plot area); 
• the protected area along the underground electronic communications network lines and ducts 

0,0037 ha (1,7% from land plot area); 
• the protected area along the electrical grid lines in 0,0033 ha (1,5% from land plot area); 
• protective area around the electrical network overhead lines in towns and villages with a 

nominal voltage of 110 kilovolts 0,067 ha (30,6% from land plot area); 
• the protected area along the pipeline at a pressure of 0,4 MPa 0,0077 ha (3,5% from land plot 

area) 
• buildings servitude territory 0,0017 ha (0,8% from land plot area); 
• the protected area along the underground electronic communications network lines and ducts 

0,0012 ha (0,5% from land plot area). 
For building located at address Kometas street 4: 

 
No registrations in Land Book or cadastre. 

 
 
For apartment No 13 and No 14 located at address Kometas street 2: 

• the protected area along the aqueduct, the aqueduct is up to 2 m depth 0,0315 ha (16,4% from 
land plot area); 
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• the protected area along the gravity sewerage system 0,1014 ha (52,8% from land plot area); 
• the protected area along the drains and open ditches 0,0065 ha (3,4% from land plot area); 
• the protected area along the electrical grid lines in 0,0117 ha (6,1% from land plot area); 
• the protected area along the underground electronic communications network lines and ducts

 0,0036 ha (1,9% from land plot area); 
• protective area around the electrical network overhead lines in towns and villages with a nominal 

voltage of 110 kilovolts 0,0475 ha (24,8% from land plot area); 
• the protected area along the pipeline at a pressure of 0,4 MPa 0,0111 ha  (5,8% from land plot 

area); 
• buildings servitude territory 0,0042 ha (2,2% from land plot area); 

 
Mortgages 

There are no mortgages registered. 
 

Lease or other agreement(s) 
 
According to the agreement Nr.014/03 from January 16th year 2014 submitted to valuer, for completing 
the construction works for real estate located at address Kometas street 4 in Riga and for completing 
finishing works in two apartments (No 13 and No 14) located at the address Kometas street 2 there are 
planned expenses in amount of EUR 392 351,58 or ~ 175 EUR per sq.m.  The planned completion term 
is May / June 2014. 
 
The planned project implementation term including the sale of apartments is 1 year. 
 
The appraiser has information that 12 apartments located at Komets Street 2, which was offered for sale 
with a full finishing, have been sold. 
 
The appraiser assumption is that the development project will be implemented within 1 year. 
 
Estimated number of apartments and the total area 

 

 

Completed apartments 
Title Finish Units Saleable area, sq.m 

Apartments Full finish 16 1 401,5 
TOTAL:  16 1 401,5 
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Location 
 
Macro location 
 
Valuated object is located in the capital city of the Republic of Latvia, Riga. The City of Riga is considered 
to be a geographical centre of the Baltic States, and a main pathway connecting Russia and Central and 
Eastern Europe. Riga is the industrial centre of the country both in terms of industrial input, number of 
registered enterprises and number of people employed. Capital Riga is the largest city of Latvia with the 
estimated population of ~660,000 inhabitants or approx. one third of the total country population. The city 
covers the territory of 307 sq.km. The city has become the major engine of the economic development in 
Latvia, having the highest GDP level per capita and the fastest speed of growth, which aims to turn Riga 
into the centre of business and cultural tourism. Unemployment in Riga region is one of the lowest in the 
country. 
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Micro location 
 
The valuated real estate is located in Pārdaugava - part of Riga on the left bank of river Daugava. Real 
estate is located between two bridges that connect both parts of the city: The Island Bridge and The 
Southern Bridge (constructed between 2004 and 2008). The infrastructure that surrounds valuated object 
is very good. The Old city, International bus station, International train station and Riga Passenger Port 
are achievable in approx. 10 km radius what is approx.15 minutes long journey with personal car. Riga 
international airport is located in ~12 km from valuated property. The nearest public transport (Tram 
station on Bauskas street) is achievable in 5 min. walking. The nearest stores for daily needs covering 
(Shopping Centre Riga Plaza, and other smaller stores) can be met in ~2-3 km radius. The location for 
residential building in total is good. 
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Land description 
 

Address  Kometas street 4, Riga, Latvia  

Total size 0,2192 ha 

Cadastre identifier 0100 052 0077 
Cadastral No.  0100 052 0081 
Plan 
 

 
Purpose Residential 
Current usage  Build-up with five storey residential buildings 
Encumbrances According to Cadastre there are following restrictions registered:  

• the protected area along the aqueduct, the aqueduct is up to 2 m depth 
0,0272 ha (12,4% from land plot area) 

• the protected area along the gravity sewerage system 0,0367 ha
 (16,7% from land plot area) 

• the protected area along the drains and open ditches 0,0398 ha (18,2% 
from land plot area) 

• the protected area along the underground electronic communications 
network lines and ducts 0,0037 ha  (1,7% from land plot area) 

• the protected area along the electrical grid lines in 0,0033 ha (1,5% from 
land plot area) 

• protective area around the electrical network overhead lines in towns 
and villages with a nominal voltage of 110 kilovolts 0,067 ha (30,6% 
from land plot area) 

• the protected area along the pipeline at a pressure of 0,4 MPa 0,0077 
ha (3,5% from land plot area) 

• buildings servitude territory  0,0017 ha (0,8% from land plot area) 
• the protected area along the underground electronic communications 

network lines and ducts 0,0012 ha (0,5% from land plot area) 
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Buildings / premises description 
 
Address Kometas street 4, Riga, Latvia  
Year of construction No information 
Type of building Residential building 
Cadastre No. 0100 552 0039 
Cadastre identificator 0100 052 0096 006 
Registered 
improvements 

According to cadastre data there is only power supply registred.  

 
Photos 

 
 
Main construction 

Five storey residential building without cellar (On the 5th floor technical facilities are 
located). 
Foundation: reinforced concrete  
Exterior walls and frames: reinforced concrete  
Covering: reinforced concrete 
Roof (covering): metal 

Dimensions The total area the building – 1 245,3 sq. m. 
Volume of building – 3 069,0 cbm 

Space layout  The building fits for residential purpose. Real estate is not devided into housing 
estates yet. Accordin to cadastral survey file there is following apartment space 
layout: 

Row labels Outdoor space 
(sq. m.) 

Interior spaces 
(sq. m.) 

Total 
 (sq. m.) 

1 floor 35,40 268,15 303,55 

Apartment No. 1 9,50 55,60 65,10 

Apartment No. 2 8,20 67,50 75,70 

Apartment No. 3 8,20 67,50 75,70 

Apartment No. 4 9,50 55,60 65,10 

Staircase  21,95 21,95 

2 floor 35,40 267,50 302,90 

Apartment No. 5 9,50 54,50 64,00 

Apartment No. 6 8,20 66,80 75,00 
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Apartment No. 7 8,20 66,70 74,90 

Apartment No. 8 9,50 54,50 64,00 

Staircase  25,00 25,00 

3 floor 35,40 267,60 303,00 

Apartment No. 10 8,20 66,80 75,00 

Apartment No. 11 8,20 66,80 75,00 

Apartment No. 12 9,50 54,50 64,00 

Apartment No. 9 9,50 54,50 64,00 

Staircase  25,00 25,00 

4floor 68,60 234,30 302,90 

Apartment No. 13 34,30 104,80 139,10 

Apartment No. 14 34,30 104,70 139,00 

Staircase  24,80 24,80 

Total 174,80 1.037,55 1.212,35 
 

Engineering 
equipment 

At the moment of inspection, there were such facilities as centralized electricity 
supply, gas, centralized water and sewage supply fed to each apartment. 

Current use Residential property that is being developed (at the moment of inspection interior and 
other works were carried out). 

Parking Open parking space 
Functionality  The building is considered functional for the purpose of living.  
Expansion / 
Alternative use 

No expansion possibilities estimated 

Rating of the 
building/ premises 

Generally the quality of the building and apartments is good. 

  
 
Address  Kometas street 2 - 13, Riga, Latvia  
Discription of building  
Year of construction No information 
Type of property Residential building 
Building cadastre 
identificator 

0100 052 0096 005 

Photos 

 

 
Main construction 

Five storey residential building without cellar (On the 5th floor technical facilities are 
located). According to cadastre survey file: foundation: reinforced concrete; exterior 
walls and frames: reinforced concrete; covering: reinforced concrete; roof (covering): 
tin sheets with anti-corrosion coating. 

Dimensions The total area the building – 1 245,3 sq. m.  
Volume of building – 3 069,0 cbm 
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Discription of apartment  
Type of property Apartment in residential building 
Apartment cadastre 
No. 0100 927 8856 

Apartment cadastre 
identificator 

0100 052 0096 005 017 

Registered 
improvements 

According to cadastre data there are following inprovementsregistred: 
central heating, centralized sewerage, cold water, power and gas, supply, rainwater 
sewerage ,WC/ urinal / bidet, Bath / Shower. Individual hot water supply. Fire 
protection and alarm system. Elevato., Low voltage networks – other, natural 
ventilation. 

 
Photos 

 

 
Main construction 

Five storey residential building without cellar (On the 5th floor technical facilities are 
located). According to cadastre survey file: foundation: reinforced concrete; exterior 
walls and frames: reinforced concrete; covering: reinforced concrete; roof (covering): 
tin sheets with anti-corrosion coating. 

Space layout  

The building fits for residential purpose. Real estate is not devided into housing 
estates yet. Accordin to cadastral survey file there is following apartment space 
layout: 

Space 

group 

number

Name Room type Floor
Cieling 

hight (m)

Area 

(sqm.)

1 Corridor Auxiliary room 4 2,85 11,40
2 Room Living space 4 2,85 38,30
3 Sanitary space Auxiliary room 4 2,85 4,50
4 Room Living space 4 2,85 9,50
5 Room Living space 4 2,85 16,30
6 Sanitary space Auxiliary room 4 2,85 7,90
7 Room Living space 4 2,85 13,30
8 Store-room Auxiliary room 4 2,85 3,30
9 Loggia External area 4 - 29,00

10 Balcony External area 4 - 9,10
Total: 142,60  

Engineering 
equipment 

At the moment of inspection, there were such facilities as centralized electricity 
supply, gas, centralized water and sewage supply fed to the building 

Current use 
Apartment is being developed (at the moment of inspection interior and other works 
were carried out). 

Parking Open parking lot 
Functionality  The building is considered functional for the purpose of living.  
Expansion / 
Alternative use 

No expansion possibilities estimated 

Rating of the 
building/ premises 

Generally the quality of the building and premises seems good. 
The quality of the apartment seems good 
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Address  Kometas street 2 - 14, Riga, Latvia  
Discription of building  
Year of construction No information 
Type of property Residential building 
Building cadastre 
identificator 

0100 052 0096 005 

Photos 

 

 
Main construction 

Five storey residential building without cellar (On the 5th floor technical facilities are 
located). According to cadastre survey file: foundation: reinforced concrete; exterior 
walls and frames: reinforced concrete; covering: reinforced concrete; roof (covering): 
tin sheets with anti-corrosion coating. 

Dimensions 
The total area the building – 1 245,3 sq. m.  
Volume of building – 3 069,0 cbm 

Discription of apartment  
Type of property Apartment in residential building 
Cadastre No. 0100 927 8857 
Cadastre identificator 0100 052 0096 005 018 

Registered 
improvements 

According to cadastre data there are following inprovementsregistred: 
central heating, centralized sewerage, cold water, power and gas, supply, rainwater 
sewerage ,WC/ urinal / bidet, bath / shower. Individual hot water supply. Fire 
protection and alarm system. Elevator. Low voltage networks – other. Natural 
ventilation. 

 
Photos 

 

Space layout  
The building fits for residential purpose. Real estate is not devided into housing 
estates yet. Accordin to cadastral survey file there is following apartment space 
layout: 



                                                           

 

36 
 

Space group 

number
Name Room type Floor Hight (m) Area (sqm.)

1 Corridor Auxiliary room 4 2,85 11,30
2 Storage room Auxiliary room 4 2,85 3,30
3 Room Living space 4 2,85 13,30
4 Sanitary connected space Auxiliary room 4 2,85 7,90
5 Room Living space 4 2,85 16,40
6 Room Living space 4 2,85 9,30
7 Sanitary connected space Auxiliary room 4 2,85 5,60
8 Room Living space 4 2,85 38,10
9 Loggia External area 4 - 28,90
10 Balcony External area 4 - 9,00

Total: 143,10  
Engineering 
equipment 

At the moment of inspection, there were such facilities as centralized electricity 
supply, gas, centralized water and sewage supply fed to the building 

Current use 
Apartment is being developed (at the moment of inspection interior and other works 
were carried out). 

Parking Open parking lot 
Functionality  The building is considered functional for the purpose of living.  
Expansion / 
Alternative use 

No expansion possibilities estimated 

Rating of the 
building/ premises 

Generally the quality of the building and premises seems good. 
The quality of the apartment seems good 

 
 
Highest and the best use of the property 
 

The highest and best use is the use of an asset that maximises its potential and that is possible, legally 
permissible and financially feasible. The highest and best use may be for continuation of an asset’s 
existing use or for some alternative use. This is determined by the use that a market participant would 
have in mind for the asset when formulating the price that it would be willing to bid  (RICS 2014). 
 

 
According to location in Pārdaugava - part of Riga on the left bank of river Daugava, we evaluate highest 
and the best use of the property would be development of buildings with residential purposes.  
 
 
(Expected) rating of property 
 
Type of property  Mostly residential buildings 
 A-class B-class C-class 
General   X  
Location   X  
Standard   X  
Condition   X  
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APPENDIX 3: Valuation 
 
 
Valuation process and methodology 
 
 
Residual approach. For the purpose of evaluation of projects under development, the residual value 
method is used. This method is applied to establish the value of a vacant land site or of a land site and 
buildings that are prepared for development. Market Value according to Residual method generally is 
used to evaluate properties with possible future development. According to this method construction costs 
and other expenses for development of property together with assumed allowance for developer’s profit, 
sale incomes after development are being calculated based on information provided by SIA "ARCO 
DEVELOPMENT". 
 
For the purpose of this report we have been provided with the following documents/ information by Client: 

• Developer is SIA "ARCO DEVELOPMENT" 
• Development and sales periods / timing of the project. 

 
 
Valuation by the Residual method  
 
Market Value according to Residual method generally is used to evaluate properties with possible future 
development. According to this method construction costs and other expenses for development of 
property together with assumed allowance for developer’s profit, sale incomes after development are 
being calculated. 
 
 
Income structure and budget 
 
Income: 
 

1.  According to data available on the internet site www.bisumuiza.lv offered sales price per 
1 sq. m.. for. apartment located at address Kometas street 4 is 1 050 EUR including 21% 
VAT. The appraiser considers that the prices offered are in line with situation in local real 
estate market and the purposes of the calculation - the potential apartment sales price is 
used to determine value is. the price of 868EUR per 1 sq. m., excluding VAT 21% From 
selling flats with full finishing. After analysing two apartment transactions occurred 
nearby at Kometas street 2, appraiser concludes, that selling price for 1 sq. m. was 1 
150 EUR including 21% VAT. 

2. From selling 2 car parking areas located at Kometas street 2 for 1 000 EUR (including 
VAT 21%) for each and 11 car parking areas located at Kometas street 4 for 1 500 EUR 
(including VAT 21%). 

 
 
Expenses: 
 

1. For completing finishing works in 14 apartments at Kometas street 4 and 2 apartments 
at Kometas street 2. There were estimate submitted to real estate appraiser about the 
total amount of work and work done on the moment of 28.02.2014. During the real 
estate inspection appraiser found that the amount of works done corresponds to the 
estimate presented. The appraiser has not maintained detailed work records. Within the 
framework of appraisal, valuer has made an assumption that amount of works done 
corresponds to the amount of works presented in estimate. Thus, the average costs per 
certain apartment area is 175 EUR per 1 sq. m. excluding 21% VAT. 

2. Project management costs are in amount of 2,5% of the total construction costs. 
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3. Unforeseen costs are in amount of 5% of the total construction costs. 
4. Real estate tax for land plot is calculated as 1,5% from land plot cadastral value 

according to year 2014 cadastre value. For calculation uses the real estate tax 
expenses are calculated in amount of 50%, because by selling apartments gradually, 
real estate tax for apartment should be paid by owner. 

5. Real estate tax for apartments located at Kometas street 4 is calculated based on 
average cadastre value, that is determined for apartments located at Kometas street 2 - 
EUR 300 per 1 sq. m.. Tax rate of 0,2% as well as for land plot is calculated as 50% of 
the total cadastral value. 

6. State fee of 2% of the sales price. 
7. Apartment’s registration in local Land Book - 114 EUR per one apartment. Is extended 

to 14 apartments that are located at Kometas street 4. 
8. Management and maintenance costs for unsold apartments - 5 EUR per 1 sq. m. 
9. Brokers services - 3% of the sales price. 
10. Unexpected costs in amount of 1,5% of total revenue. 

 
The Income and cost structure (based on current market values) are presented below.  
 

CASH FLOW SUM 1
INCOME sq.m / pp
   Residential premises sales 1.402 1.216.178 1.216.178
   Parking Sale revenue 13 15.289 15.289
TOTAL 1.231.467 1.231.467
COSTS
Development costs

   Construction costs 245.864 245.864 245.864
   Architectural&project costs, 0% 0 0 0
   Project Management Costs (PMC), 2,5% 6.147 6.147 6.147
   Contingencies, 5,0% 12.293 12.293 12.293

Subtotal: 264.304 264.304
TOTAL DEVELOPMENT COSTS 264.304 264.304

Disposal Costs
   Real Estate Tax (land) 1,5% 44.131 331
   Real Estate Tax (flat) 0,2% 420.450 420,45
   State fee 2,0% 24.629,34 24.629,34
   Registration in Land Book (notary and stamp duty per unit) 114,0 1.596,00 1.596,00
   Insurance (EUR/ sqm / p.a.) 0,50 350,38 350,38
   Utility Costs, EUR/sqm (unsold; EUR/ sqm / p.a.) 5,00 3.503,75 3.503,75
   Sales Agent Fee (incl. lawer's fees) 3,00% 36.485,33 36.485,33
  Contingencies 1,50% 18.472,00 18.472,00
Subtotal: 85.788 85.788
Total 85.788 85.788  

 
Other assumptions – actual Real Estate / Land Taxes provided by Client, Insurance, Utility Costs and 
Sales Agent Fee are based on information we have obtained from client and public sources. Costs are in 
line with market costs. 
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Market Value according to DCF (Residual method) 
 
DISCOUNT RATE,% 12,50%
VALUE OF PROPERTY, EUR 769.854
MARKET VALUE, EUR 770.000

Market 
Value, EUR

Saleable 
area, sqm

Value per 
sqm

Land area, 
sqm

Value per 
sqm

Kometas 2 and Kometas 4 770.000 1.402 549 2.192
770.000 1.402  

 
 
MAIN CASHFLOW VARIABLES
Own funds for acquisition 50,00%
Leverage 50,00%

Loan denominated EUR
Bank interest rate 5,00%

WACC %/year 12,50%
Required Rate of Return (equity) %/year 20,00%  
 
Estimation of Market Value using Residual method in detail is set up in the appendixes to valuation 
report. 
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Valuation Conclusion 
 
Based on the above calculations we therefore estimate the Market Value on the date of valuation (21st 
March, 2014) calculated using Residual Approach method to 
 
 

EUR 770,000  
 
In letters: EUR seven hundred and seventy thousand 00/100 
 
 
Based on recent market situation, as well as discussion with market participants, a sale of the subject 
property at the above statement opinion of market value would have required an exposure time of 
approximately 8 - 12 months. Furthermore, a marketing period of approximately month (4) months is 
currently warranted for the subject property.  
 
The contents of this Valuation Report are intended to be confidential to the addressees and for the 
specific purpose stated. Consequently, and in accordance with current practice, no responsibility is 
accepted to any other party in respect of the whole or any part of its contents. Before the Valuation 
Certificate or Report or any part of its contents are reproduced or referred to in any document, circular or 
statement or disclosed orally to a third party, our written approval as to the form and content of such 
publication or disclosure must first be obtained. For avoidance of doubt, such approval is required 
whether or not this firm is referred to by name and whether or not our Valuation Certificate or Report is 
combined with others.  
 
Probability of changes 

The losses valuated in this report were estimated as of the presumptive data. Constantly changing market 
situation, country mortgage politic, economic, social, political and physical conditions have varying effects 
upon real property value. Even after the passage of a relatively short or mid-term period of time, property 
value may change substantially and require a review based on differing market conditions. 
 
 
Signature(s)  
 
The date of Valuation Report: 31st March, 2014  

 
 
Dace Rozent āle 
(Report compiler) 

Linas Daukus, MRICS   
(Report inspector) 

Valdis Mitenbergs  

Certified Valuer  (Certificate  
No.111 real estate valuation)  

Valuer / Head of International  
Valuations, Baltics 

Managing  Director 
Newsec Valuations LV, SIA 
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APPENDIX 4: DCF – Residual method   
 
 

1

ASSUMPTIONS
   Saleable / Leasable area: Premises Parking places

sq.m pp
1.402 13

   Sales income growth / Annual price inflation 0,0%
   Expense inflation rate, index 0,00% 100,0%
   Sales proportion (Residential/Parking ) 13,0 100% 100,0%
   Sales distribution, sqm 1.402 1.402 1.402
   Sales distribution, sqm 1.402 1.402 1.402
   Average Sale price, Residential EUR/sqm 868 868
   

CASH FLOW SUM 1
INCOME sq.m / pp
   Residential premises sales 1.402 1216178, 1.216.178
   Parking Sale revenue 13 15289, 15.289
TOTAL 1.231.467 1.231.467
COSTS
Development costs

   Construction costs 245.864 245.864 245.864
   Architectural&project costs, 0% 0 0 0
   Project Management Costs (PMC), 2,5% 6.147 6.147 6.147
   Contingencies, 5,0% 12.293 12.293 12.293

Subtotal: 264.304 264.304
TOTAL DEVELOPMENT COSTS 264.304 264.304

Disposal Costs
   Real Estate Tax (land) 1,5% 44.131 331
   Real Estate Tax (flat) 0,2% 420.450 420,45
   State fee 2,0% 24629,34, 24629,34
   Registration in Land Book (notary and stamp duty per unit) 114,0 1.596 1.596
   Insurance (EUR/ sqm / p.a.) 0,50 350 350
   Utility Costs, EUR/sqm (unsold; EUR/ sqm / p.a.) 5,00 3.504 3.504
   Sales Agent Fee (incl. lawer's fees) 3,00% 36.485 36.485
  Contingencies 1,50% 18.472 18.472
Subtotal: 85.788 85.788
Total 85.788 85.788

Total Income 13 1.216.178 1.216.178
Total Costs 13 -350.092 -350.092 
Net Cash Flow 866.086 866.086
Net Cash Flow TOTAL 866.086 866.086

Year
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MAIN CASHFLOW VARIABLES
Own funds for acquisition 50,00%
Leverage 50,00%

Loan denominated EUR
Bank interest rate 5,00%

WACC %/year 12,50%
Required Rate of Return (equity) %/year 20,00%  
 
 
DISCOUNT RATE,% 12,50%
VALUE OF PROPERTY, EUR 769.854
MARKET VALUE, EUR 770.000

Market 
Value, EUR

Saleable 
area, sqm

Value per 
sqm

Land area, 
sqm

Value per 
sqm

Kometas 2 and Kometas 4 770.000 1.402 549 2.192
770.000 1.402  
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APPENDIX 5: Photographs of the property 
 
Kometas street 4 
 

  
The building cadastre No. 0100 552 0039 Entery into the building 

  
Stairs in the staircase Interior works in one of the apartments 

  
Interior works in one of the apartments Interior works in one of the apartments 
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Corridor in one of the apartments Heating system 

  
Heating system Power supply system 

  
Power networks fed Power supply system 
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Kometas street 2  apartment No. 13 
 

  
Radiator and window in the room Interior works in one of the room 

  
Vew from the balcony Power networks, cold and hot and water fed 

 

 
Stairs in the staircase Counters 
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Kometas street 2  apartment No. 14 
 

  
Room and vew through the window Vew through the window and terrace 

  
Power networks, cold and hot and water fed Radiator and window in the room 

 

 
Fire alarm in the building Counters in the building 
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APPENDIX 6: Provided documentation  


















































































