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Stations, Condo Retail Units, and Multiple Use Projects with a Retail
Component Valuation
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Valuation Summary

Approach Used — The income approach is the primary approach used for this occupancy.

Analysis and Conclusion Summary - The three approaches to value were considered.

The cost approach is difficult to calibrate. Components such as replacement cost new and depreciation are
difficult to calculate due to rapidly changing costs of labor and materials, a variety of obsolescence items including
mechanical or power supply, changing demands, and other unaccounted for items. The cost approach is given

little consideration in the appraiser's final analysis.

A market or sales approach uses sale prices of comparable properties. Kitsap County lacks sufficient, recent
sales.

The income approach is the best method for valuing these properties. The income model was developed with
local market rents, vacancy, and national publications. The current model was calibrated with data collected
during our mail survey, site visits, local sales and national publications.

Property Type Overview

Population —The retail property type consists of approximately 113 taxable accounts. Of these accounts an
estimated 109 are valued with the mass appraisal income model.

Economic Conditions - The current market conditions are not favorable, various economists, such as GVA
Kidder Mathews and Robert McGrath of CB Richard Ellis, have speculated the economy is at the bottom phase of
a recession and will enter recovery in 2010-1011.

Kitsap County's commercial sales volume has declined from 2007 to 2009. Lease negotiations to obtain lower
lease rates were reported during the market survey.

Rating System - A complete set of photos and general guidelines are available. The commercial team worked
together to validate the classification criteria developed for the office, retail, bank, and medical office uses. We
were also able to apply the model criteria to mixed or multiple use sites.

Model Calibration

Preliminary Ratio Analysis — Ratio analysis was reviewed. Three sales in the subject area were used; two from
2007 and one from 2008. The resulting median ratio was 74%. For rate development we excluded two sales, a
two parcel multiple use sale and a sale of a former nursery in 2010.

Market Sales Approach Data and Analysis

Sales - Approximately 119 sales occurred between 1/1/2007 and 3/31/2010 in the inspection area. No sales of
single-use retail occupancy occurred in the revaluation area in 2008 and only one occurred in 2009. We
expanded our search area to include similar neighborhoods in the county, and sale dates 1/1/2007 to 3/1/2010.
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Kitsap County Assessor

Narrative for Retail - General Retail, Convenience Stores without Gas
Stations, Condo Retail Units, and Multiple Use Projects Containing a Retail
Component Valuation (Continued)

Income Approach Data and Analysis

A letter was sent to local businesses requesting income, vacancy, and expense data. The response to our
request was good, 44% of the retail occupants responded. A few of the responses were from owner occupied
projects and provided no fair market rent values. We supplemented this data with interviews during our field
inspections.

Rent Data — Thirty-eight of the responses contained market rents of properties in the revaluation area and were
used along with information from field visits and listings.

Vacancy Data — Vacancy data was supplied on the survey letter responses, and noted during physical
inspections.

Expense Data — Expense data was also supplied on survey letter, lease listings were also reviewed.
Capitalization (cap) Data — Local sales range from 5.1% to 8.59% which is lower than Korpacz 4th Quarter
2009, average cap rate 8% - 12%. The difference between Korpacz and Kitsap County may be the survey area.

Korpacz included Seattle and Pierce County.

Current Lease Listings — Several lease listings — ranging from $6 to $25 per square foot with a variety of lease
terms.

Model Validation

Final Ratio Analysis — Three pure retail sales from the subject area were used to test the model. Additional sales
from similar areas were used as further support for the model. The statistical test for the subject area resulted in a
median ratio of 87% and a coefficient of dispersion (COD) of 8.94, the out of area sales had a median ratio of
87% and a COD of 5.22.

The statistics are based on sales from 2007, and one from 2008. The 87% ratio is a result of declining market
values in relation to sales near the high point of real estate values.

Sources
Internet - www.gvakm.com, www.cbre.com
Publications - Korpacz 4th Quarter 2009,

Other -
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Income and Vacancy Summary (Public)

Retail Retail-Sml/

Neighborhood Quality Date: PGI/Unit: Vacancy: EGIperUnit:  Expense %:  NOI per Unit:
8402603 A 10/26/2009 $20.00 100.00% $0.00 0.01% $0.00
8402603 A 10/26/2009 $28.16 0.01% $28.15 35.00% $18.30
8402603 A 10/26/2009 $29.50 0.01% $29.50 35.00% $19.17
8402603 A 10/26/2009 $26.75 0.01% $26.75 35.00% $17.39
8401606 B 10/14/2009 $32.54 0.01% $32.53 18.00% $26.68
8401606 B 1/23/2006 $15.39 0.01% $15.38 23.00% $11.85
8401606 B 10/14/2009 $34.16 0.01% $34.16 15.00% $29.04
8401606 B 10/14/2009 $29.98 0.01% $29.97 19.00% $24.28
8401606 B 10/14/2009 $24.60 0.01% $24.59 11.70% $21.72
8401606 B 10/14/2009 $28.06 0.01% $28.05 23.00% $21.60
8401606 B 10/1/2009 $14.25 0.01% $14.25 1.00% $14.11
8401606 B 10/14/2009 $28.14 0.01% $28.14 19.00% $22.79
8402604 B 6/8/2007 $18.85 0.01% $18.84 0.01% $18.84
8402604 B [1/17/2009 $15.87 100.00% $0.00 1.00% $0.00
8402604 B 11/18/2009 $7.29 0.01% $7.29 1.00% $7.21
8402604 B 11/18/2009 $13.76 0.01% $13.76 0.01% $13.75
8402604 B 11/18/2009 $17.47 0.01% $17.47 0.01% $17.47
8402604 B 10/19/2009 $21.56 0.01% $21.56 5.94% $20.28
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8401606 12/14/2009 $11.33 0.01% $11.33 0.01% $11.33
8401606 12/14/2009 $8.91 0.01% $8.91 1.00% $8.82
8402601 [1/18/2010 $5.63 0.01% $5.62 61.00% $2.19
8402601 11/18/2010 $7.67 0.01% $7.67 0.01% $7.67
8402601 12/7/2009 $5.47 0.01% $5.47 1.00% $5.41
8402601 [1/18/2010 $5.65 30.00% $3.96 0.01% $3.96
8402601 9/22/2009 $13.22 0.01% $13.22 12.20% $11.60
8402604 6/21/2010 $20.78 23.00% $16.00 10.00% $14.40
8402604 12/7/2009 $13.79 100.00% $0.00 0.01% $0.00
8402604 6/21/2010 $15.75 23.00% $12.12 10.00% $10.91
8402604 [1/16/2009 $22.20 23.00% $17.09 10.00% $15.38
8402604 [1/16/2009 $12.00 23.00% $9.24 10.00% $8.32
8402604 11/16/2009 $15.75 23.00% $12.13 10.00% $10.91
8402604 [1/12/2009 $5.84 0.01% $5.84 10.00% $5.25
8402604 11/16/2009 $14.36 23.00% $11.06 10.00% $9.95
8402601 10/13/2009 $1.81 0.01% $1.81 25.00% $1.35
8402601 10/15/2009 $6.00 100.00% $0.00 4.00% $0.00
8402601 10/15/2009 $18.00 0.01% $18.00 4.00% $17.28
8402601 10/15/2009 $6.00 0.01% $6.00 4.00% $5.76
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