Kitsap County Assessor
Narrative for Community Shopping Center- Center, Discount, Supermarket,
and Drug Store Valuation

Appraisal Date 1/1/2010, Tax Year 2011
Updated 7/19/10 by CM27

Valuation Summary

Approach Used - Income approach.

Analysis and Conclusion Summary - The cost approach is difficult to correlate due to age of the buildings, and
a lack of sufficient sales. Depreciation is difficult to calculate due to varied obsolescence such as mechanical or
power supply, changing demands, or other unaccounted for items.

A market or sales approach uses sales prices of comparable properties. Kitsap County lacks sufficient, recent
sales to generate a model.

The income approach was selected to value these properties. The prior income model was developed with local
market rents, vacancy, and national publications. The current model was calibrated with data collected and the
publications. We updated the rates used for center space and the capitalization (cap) rate based on the new data.

No sales occurred during the 2009 year and limited market data was collected during our market survey. Rates
for larger square foot units remain unchanged, center rates were updated with Dollars and Cents of Shopping
Centers 2008. CAP rates were updated using Korpacz rate.

Property Type Overview

Population - The revaluation neighborhood consists of three community shopping centers in the north revaluation
area, six centers in the south area, and stand-alone supermarkets.

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.

Local conditions in Kitsap County continue to change. Smaller retail shops, generally for local owners, continue to
have a higher than typical vacancy and turnover. Owners are offering incentives to tenants in other shops in
hopes the tenant will be willing to fill the vacancy in their centers. Tenants are renegotiating leases to obtain lower
rates.

Rating System - The commercial team worked together to validate the classification criteria developed for the
office, retail, bank, and medical office uses. This criteria was applied to mixed or multiple use sites such as
shopping centers, see definition for 'center' or smaller unit ratings.

Model Calibration

Preliminary Ratio Analysis - Ratio analysis was reviewed. It contained limited market data and one sale of a
stand alone former grocery out of area during 2008.

Market Sales Approach Data and Analysis

Sales - Range of Sales Dates — 01/01/2006 — 01/01/2010. Expanded search area to whole county.
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Kitsap County Assessor
Narrative for Community Shopping Center- Center, Discount, Supermarket,
and Drug Store Valuation (continued)

Current Sale Listings — None Known.
Market Rates — Not developed

Income Approach Data and Analysis

Rent Data - Responses to the rent survey letters were received from eight properties in our revaluation area, and
one lease listing. Additionally we receive 17 responses from other areas in the county. The Dollars and Cents of
Shopping Centers/The Score 2008 publication was also consulted.

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, and Dollars and Cents of Shopping
Centers/The Score 2008.

Capitalization (cap) Data — Korpacz 4th Quarter 2009, average cap rate — 8.5%.
Current Lease Listings - Three leases - Westbay Center in Port Orchard $12-$14 per square foot (sf)
unanchored strip center. Former Albertson's in Bremerton $10 per sf. Former Lowe's 126,306 sf $8 per sf. Rite

Aid surplus 23,103 sf in Silverdale $14 per sf.

Model Validation

Final Ratio Analysis - Our existing model correlates with income data from the local market. Current market data
is limited, prior model calibration is relied on for model validation. National publications are relied on for cap rate
selection.

Sources

Internet —

Publications -. The Dollars and Cents of Shopping Centers/The Score 2008, Korpacz 4th Quarter 2009.

Other -

G:VASSR\commI\PROPERTY TYPES\17_Shop Ctr, Community\11_Shopping Center Model Documentation\11_Narrative Shop Center
Comm.doc



SiX'wwog Jsjued doys uonuyad [SPOIN” | |\UokeIUsWNS0 [spo Jejus) Buiddoys™ | Lyiunwiwod D doys™ ZINSTdAL ALYIJOHdIWWORYSSW'D

Zc¢ bd s1ajuan buiddoyg jo sjuan pue siejjoqg c
zz¢< bd s1ajuan buiddoyg jo sjuan pue siejjoqg .
g6z bd s1ajuan Buiddoyg jo sjuan pue siejjoqg )

mw_mw> 6 1< A19o019) Aq paloysuy 10N 3
uoniuyaQ 1e19y /29110 9sN Sieak 6> Moo Ag paloyouy JoN a
rEmvoot,.u Aq paloyouy o)

P3SN JON| P3SN JON| P3sM JON pasn 10N aryv

uoneayIsse|d

*Jojuad 8y} jo Jsjawuiad sy} punose papiroid
Kjiensn si Buryed sys-uo ing ‘Auea Aew Jsjuad sy} o UoleINBILUOD 8Y| "S8OUBJUS PUB SjU0JJBI0}S AQ SIS U}0g JO 8U0 Uo payue)
SI [lew Jo Aemyjjem ay ] ‘pajybi| pue psje|nsul ‘pajood pue pajesy ‘pasojous sl jey) |[ew Jo Aemyjem e sey Jajuso Buiddoys pasojous uy

"apIsino wouy Ajjoadip si 8lois yoes 0} Ajug saJols sy} Jo juody ul AjjeaidAy Bunyied yym N, 10,1, ue ‘sull ybiess e ul painbiyuod
Ajjessuab ‘Aus [1e1ad Juslayoo e se pabeuewl ‘salols |IBlel 981y} ISES| 1B JO MOJ PaYJEJIE UR SEB paqLIosap S1 Jsjuad Jie uado uy

}oa} aJenbs 000°00} O} 100'0E Wolj 8ZIs Ul
abuel Aew y ‘aonoeud u| 198} alenbs 000’09 1hoge Jo eale a|qeses| ssolb e suiejuod AjjeaidA) pue jueus) [ediound ay; se 1eylewladns

B punoJe }|ing s1}| ‘pooytoqybiau sjeipswiwll sy} Jo spasu Buial Aep-o0}-Aep sy} Joy (03 ‘Buliiedal soys ‘Bulieqieq ‘Buiues|o
Aip pue Apune)) saoialas [euostad pue (ssupuns pue ‘sbnip ‘spooy}) spoob asusiusAu0D Jo a|es ayj 10} saplAaocld Jajuad pooyloqybisu v

J9MJEWIUIL B SB Y0NS 30IAI8S 9oualuaAuo/euostad jo adA} Jayjo swos Aq paloyoue G| Ajjensn Jajusd 8ousIUSAUO0D B ‘JayJewladns
e Aq paloyoue Buiaq jo pesjsu| 'ssa| Jo 193} alenbs 000‘0¢ JO BaJe a|geses| ssolb |ejo} B UM S810)S 984y} JO LUNLWIUIW B SUIBJU0D
}| "Jejuso pooyloqybiau e jo asoy} 0} Jejilis spoob 8oUBIUBAUOD pUE S82IAISS [euoslad Jo ajes 8y} Jo} SapIA0Id J8juSd S0USIUSAUOD \Y

"800 21008 8y /sisua) Buiddoysg o sjusd pue siejjog Wolj suouaQq

"pasojous uey} Jayjel uoneinbiyuod
Jie uado ue ul aJe sJauad sy} Ajjelauss) ‘uoneindod s,des}iy Jo Yng ayi dn ayew sisjua) pooyloqybiaN pue sIsjusd SoUSIUSAUOD |

9 Baly uoniuyaq J193uan buiddoysg



MSN 302010
Income Model Rates | |

NEIGHBORHOOD Al Area 6 commercial and hybrid neighborhoods
‘ 17‘Shop Ctr, Commu ‘ Center Discnt SupMkt Drug

B RENT 10.89
B VAC ‘ 5.00
B EXPEN @ | 5.00
B CAP : 6.97
B MKT | 0.01
C RENT 17.74 5.11 7.75
C VAC ! 15.00 7.00 7.00
C EXPEN | | 30.00 5.00 5.00
C CAP ‘ 8.50 8.50 8.50
C MKT | 0.01 0.01 0.01
D RENT 20.23 3.25 4.50
D VAC ‘ 20.00 5.00 7.00
D EXPEN @ | 30.00 5.00 5.00
D CAP : 8.50 8.50 8.50
D MKT | 0.01 0.01 0.01
E RENT 16.89

E VAC ! 20.00

E EXPEN | | 30.00

E CAP ‘ 8.50

E MKT | 0.01
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Income and Vacancy Summary (Public)

Shop Ctr, Communit  Center
Neighborhood Quality Date: PGI/Unit: Vacancy: EGIper Unit:  Expense % NOI per Unit:
8401607 C 11/2/2009 $15.41 10.00% $13.87 26.00% $10.26
8402602 C 7/19/2010 $9.12 0.01% $9.12 17.00% $7.57
8402602 C 7/19/2010 $16.83 0.01% $16.83 69.00% $5.22
8402602 C 4/16/2008 $12.30 0.01% $12.29 5.00% $11.68
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Shop Ctr, Communit  Discount
Neighborhood Quality Date: PGI/Unit: Vacancy: EGIper Unit:  Expense % NOI per Unit:

8402602 C 7/19/2010 $0.00 100.00% $0.00 0.01% $0.00
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