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May 3, 2017

Ms. Martha West

Senior Real Estate Manager

City of Scottsdale

7447 East Indian School Road, Suite 205
Scottsdale, AZ 85251

Re: An appraisal report of a 136,888 net square foot pare cel of residential land located
north of Shea Boulevard and west of 124" Streé\t inS lale, Arizona
Landpro Valuation File Number 17. 0146 '

Dear Ms. West:

intended user of this appraisal is UL )
appraisal is in asset management de

plnli’m that the market value of the

: |s is%

O GliAimes —> /49 Y%, re
*Hypothetical Cop on This' pralsall ased on the following extraordlnary
assumption: i

As a result of our investigation and an'.
property as of April 20, }’.Di__]a_ iS 3595,0

/,.

is “ﬂw méﬁy of Scottsdale water storage

e Ci plans to remove the improvements prior to selling the
sal is based on the hypothetical condition that the

Use oﬂhls hypothetlc;i i:onditl on may have affected the assignment results.

This valuatlo is based upon the attached report and all of the assumptions and limiting
conditions con ned thérein, including the understanding that we have no control of the
use to which the reboﬁ may be put by a subsequent reader of this report. Disclosure of
the contents of this appraisal report is governed by the Bylaws and Regulations of the
Appraisal Institute. Neither all nor any part of the contents of this report (especially any
conclusions as to value, the identity of the appraisers, or the firm with which they are
connected, nor any reference to the Appraisal Institute or the MAI designation) shall be
disseminated to the public through advertising media, public relations media, news
media, sales media, or any other public means of communication without prior written
consent and approval of the undersigned.
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We refer the reader to the Underlying Assumptions and Limiting Conditions. We are not
qualified to determine the presence of hazardous substances as they affect the site.
This would include, but not be limited to, toxic chemicals, asbestos, radon gas,
methane, etc. Unless otherwise stated, the site is assumed to be unaffected by these
substances.

We certify, to the best of our knowledge and belief, that:
1. The statements of fact contained in this report are go.(gand correct.
2. The reported analyses, opinions and conclusionféaré Il?fmg%only by the reported
assumptions and limiting conditions and are©ur personal, impartial, and

unbiased professional analyses, oplnlon/§ conclusions.

3. We have no present or prospective i & rest in the erty that |s‘h§§ubject of
this report and no personal interest or s wlth r sect to the partiesinvolved.

: in any other capacity, regarding
n the three-year period immediately

4. We have performed no servi
the property that is the subject
preceding acceptance of this a

6. Our engag nt in this a _:gnment s not contingent upon developing or
.'»-.‘- : Jts \\

reporting pr étermm9d-_

' __,satl\ﬁu foompletln $fhls assignment was not contingent upon the
de of a predetermined value or direction in value that
_ favors the cau & gf the client, the amount of the value opinion, the attainment of
\a stipulated result, or the 'peurrence of a subsequent event directly related to the
I (anded use of th gappralsal

8. Our ahalyses oplpions and conclusions were developed, and this report has
been pre m conformity with the Uniform Standards of Professional
Appraisal P de (USPAP).

9. We have made an on-site inspection of the property that is the subject of this
report.

10.No person provided significant real property appraisal assistance to the persons
signing this certification.



Martha West
May 3, 2017
Page 3

11.The reported analyses, opinions and conclusions were developed, and this report
has been prepared, in conformity with the Code of Professional Ethics and
Standards of Professional Practice of the Appraisal Institute.

12.The use of this report is subject to the requirements of the Appraisal Institute
relating to review by its duly authorized representatives.

13.As of the date of this report, J. Douglas Estes has completed the continuing
education program for Designated Members of the Appraisal Institute.

We appreciate the opportunity to assist you.

Respectfully submitted,

Draft

J. Douglas Estes, MAI, SRWA

Certified General Real Estate Appraiser
Certificate Number 30821, State of Arizona
Expires October 31, 2017

Ryan W. Melzer

Certified General Real Estate Appraiser
Certificate No. 31602. State of Arizona
Expires January 31, 2018
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SUMMARY OF APPRAISAL

Type of Property:

Location:

Assessor's Parcel Number:

Objective of the Appraisal:

Intended Use:
Intended User:
Client:

Site Area:
Flood Zone:

Zoning:

Highest and Best Use:

Final Conclusion of
Market Value:

Date of inspection:

Effective Déte of the Appraisal:

Date of Report:

Landpro Valuation File Number 17.0146

| R1-43 (Sie

Residential land

North of Shea Boulevard and west of 124" Street, in
Scottsdale, Arizona

217-29-036A

To provide an opinion of the market value of the
property

Asset management decisions

City of Scottsdale

City of Scottsdale

1 56,888 Square feet)3:1425 acres
Flood Zone X

ngle-family residential) ESL
(Environmentally Sensitive Land), City of Scottsdale.

Development of a residential use

$595,000
April 20, 2017
April 20, 2017

May 3, 2017
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ASSUMPTIONS AND LIMITING CONDITIONS

. A complete legal description for the property was not available. We assume that the
subject property is correctly identified in this report.

. We were not provided with a title report or site survey. This appraisal assumes that
any easements affecting the site are apparent based on odr inspection and/or are as
identified in this report.

. Title to the property is marketable, free, and clear of all liens.

. The fee simple estate in the property contains the sum of all fractional interests that
may exist.

. The property is appraised as if owned in fee simple fitle without encumbrances,
unless otherwise mentioned in this report.

. Itis assumed that all appllcable @Mng and use reQuIatlons and restrictions have
been complied with, unless nonoonfon?nty has been Stated defined and considered
in this appraisal report.

or admlnlstratl}le authonty from any local, state, or national governmental or private
entity or orgam;ahon have béeen or can be obtained or renewed for any use on
which the value’ astlmates Gontained in this  report are based.

. Itis assumed thatall required chenses%:iﬁcates of occupancy, or other legislative

: Resgaonsible ownershlp and competent management exist for the property, unless
rwise stated, :

! Thq appraisers are hot responsible for the accuracy of the opinions furnished by
others and contained in this report, nor are they responsible for the reliability of
government data usedin the report.

10.Compensation for appraisal services is dependent only upon the production of this

report and is not contingent upon the values estimated.

11.This report considers nothing of a legal character, is not considered to be a legal

document and the appraisers assume no responsibility for matters of a legal nature.

12.Testimony or attendance in court may be required by reason of this appraisal.

13.Hidden defects within the materials of the structures, property or subsoil or defects

which are inaccessible to normal inspection, are not the responsibility of the
appraisers.

Landpro Valuation File Number 17.0146 Page 2



14.Information furnished by the property owner, lender, agent, or management is
correct as received.

15.Neither this report, nor any of its contents, may be used for the sale of shares or
similar units of ownership in the nature of securities, without specific prior approval
of the appraisers. No part of this appraisal may be reproduced without the
permission of the appraisers.

16.Neither all nor any part of the contents of this report (especlally any conclusions as
to value, the identity of the appraisers, or the firm with whtch the appraisers are
connected) shall be disseminated to the public through advertising, public relations,
news sales, or other media without prior written ¢onsent and approval of the
appraisers.

17.Possession of this report, or a copy ther
publication. It may not be used for any pu
whom it is addressed without the written con

' f. does not carry with it the Ti ght of
pse by an;?)erson other than the party to
el t of the appraisers.

Any person other than the appraisers or: e client ) obtains and/or uses this
report or its contents for any purpose not Quthonze ‘bythe appraisers or the
client is hereby forewamed that all | aI maﬁI\S o obtain redress may be employed
against him.

18.This report is the confidential aﬁQ‘e rivate property the client and the appraisers.

'\

19. Utility servucer\are available, &s detalled this report, for the subject property and
they will continue to be so in the foreseea le future, unless otherwise noted in this
report. %

20. Su‘bﬁurface ng’h@ (mlné ,.0il, etc.) and their potential impact upon value were not
06n3|dered in thlsappra l unless stated otherwise.

21. The’appralsers canno( predlct or evaluate the possible effects of future wage price
control actions of the govemment upon rental income or financing of the subject
property; hence, it is assumed that no control will apply which would nullify
contractual agreements, thereby changing property values.

22.The subject property is not, nor will it be, in violation of the National Environmental
Policy Act, the State Environmental or Clean Air Act, or any and all similar
government regulations or laws pertaining to the environment.

23.This appraisal assumes that the subject property, as vacant, has no historical or
archaeological significance. The value estimate is predicated on the assumption that
no such condition exists. Should the client have a concern over the subject’s status,
he or she is urged to retain the services of a qualified independent specialist to
determine the extent of either significance, if any, and the cost to study the condition

Landpro Valuation File Number 17.0146 Page 3



or the benefit or detriment such a condition brings to the property. The cost of the
inspection and study must be borne by the client or owner of the property. Should
the development of the property be restricted or enhanced in any way, the
appraisers reserve the right to modify the opinion of value indicated by the market.

24.Unless otherwise stated in this report, the appraisers did not observe the existence
of hazardous materials, which may or may not be present on or below the property.
The appraisers have no knowledge of the existence of such materials on or in the
property. The appraisers, however, are not qualified to detect such substances as
asbestos, PCB transformers, urea-formaldehyde foam insulation, or other toxic,
hazardous, or contaminated substances and/or underground storage tanks
(containing hazardous materials). The value estlmagéis preémated on the
assumption that there are no such materials on or.in the pmpbﬁy that would cause a
loss i in value No responsibility i is assumed for Such conditions, or f¢ r any expertise

Landpro Valuation File Number 17.0146 Page 4




INTRODUCTION AND SCOPE OF THE APPRAISAL

Appraisal Problem

The City of Scottsdale owns the subject property and is considering selling it to the
developer of the property adjacent east. This appraisal will be %ﬂd by the City of
Scottsdale in asset management decisions. >

Identification of Property Appraised A

Property Type 4
The property is a 136,888 square foot parcel

Location

The property is located north of S
Arizona

Property Rights Aggralsed
This is an appraisal g{ féé sir

Legal Description "\ 5 i
According t %ancopa@umm%%ms’

as follo o
g ‘*\'» i \'\.-
LOT 29 OR E2 SE4 SW4 SW4 SEC 23 EXBEG AT SWCORSDLOT29 THN
“ALGW LN SD LOT 301.97F TH S 72D 3 2M 08S E 345.63F TO PT ON E LN SD
LOTTH S ALG SD E LN 195.04F TO SECORSD LOTTHWALGSLNSDL
oT 329 64F TO POB‘

Assessor's Pa}‘oel Numgg

9

e subject property is legally described

217-29-036A

Owner and Ownership History

According to public records, as of the effective date of the appraisal, the subject
property is owned by The City of Scottsdale which has owned the property for more
than five years prior to the effective date of the appraisal. The subject property is not
currently listed or under contract for sale.
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Appraiser’s Client

City of Scottsdale

Intended Users of the Appraisal

City of Scottsdale

Intended Use of the Appraisal

Acquisition negotiations

Objective of the Appraisal

To provide an opinion of the market value of the subject property.
Effective Date of the Appraisal '

April 20, 2017

Date of Inspection

D

April 20, 2017 :
Date of Report 4 ’ ‘\-‘; \

May3,2017 g
Assignment Conditions "

P

'iions and Ll\rh {

Con itions

As u A .

N ¥ <
We re\fénQ\g reader to the assumptions and limiting conditions after the summary of
salient factsiin this report. |

Extraordinary Assumptions and Hypothetical Conditions

We refer the reader to the extraordinary assumptions and hypothetical conditions in the
letter of transmittal.

Jurisdictional Exceptions

This appraisal was not completed under any jurisdictional exceptions.
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Definitions
Market Value

Market value is defined as “the most probable price estimated in terms of cash in United
States dollars or comparable market financial arrangements that the property would
bring if exposed for sale in the open market, with reasonable time allowed in which to
find a purchaser, buying with knowledge of all of the uses and purposes to which it was
adapted and for which it was capable.” y.

Fee Simple Estate

Fee simple estate is defined as "absolute ownership;j_;nencumbe\r\éd by any other interest
or estate, subject only to the limitations imposed by the govemment\a‘iéi_)o_wers of taxation,
eminent domain, police power, and escheat.”2. < A

Easement )

Easement is defined as “the right touse another’éﬁﬁﬁi‘for a stated purpose.™

G “4‘.\ ¥ Bie. \',\.
Scope of Work to Solve the Appréigpl?féglgm
-y .
The scope of work to solve .thpappraiél\progjg’m 1m§luqeq t?\‘e following:

P ria \

Inspection of the S

Our inspection of"’f': roperty if ided viewing and photographing the property from the
P o ,

perimeter and/or adjacent roadways.
nd Ma rea Analysis

Wehaye researched and analy}!@ the four forces - geographic, social, economic, and
governmental - that influence value for the market area. Where factual information is
required, we have used several sources including:

Site to do Business

Elliot Pollack and Company

Federal Reserve Bank of St. Louis (FRED)

US Department of Labor

University of Arizona Economic and Business Research Center, Eller College of
Management

e CoStar

1 Arizona Revised Statute 12-1122(C).
/ Appraisal Institute, The Dictionary of Real Estate Appraisal, Sixth Edition (Chicago, lllinois, 2015), page 90.
3 Appraisal Institute, The Dictionary of Real Estate Appraisal, Sixth Edition (Chicago, lllinois, 2015), page 71.
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e Marcus & Millichap Phoenix Apartment Research Report
WP Carey School of Business Arizona State University Monthly Report-Greater
Phoenix Housing Market

e Ourinspection of the area

Property Description and Analysis

We have researched and analyzed the subject property. Where factual information is
required, we have used several sources including:

City of Scottsdale General Plan

City of Scottsdale zoning map and applicable ordinances

Federal Emergency Management Agency Flood Insurance Rate Maps
Maricopa County Assessor's and Treasyrér’s Offices

Arizona Regional Multiple Listing Seryice (ARMLS)

Our inspection of the subject propert?

Highest and Best Use Analysis @ ,'

When the objective of an appralsalk to eshmgte marke{value the highest and best use
analysis identifies the most profitable,; ‘comp titive use to ‘which the property can be put.
Therefore, the highest and best use is a markets concept. In this appraisal, we
have analyzed the hlghest and best usle the propéﬂy asvacant.

Valuation Analysn; ")

For valuation of the ‘sugje te as vacant Ian only the sales comparison approach
was used. Because ;ﬂy as Vaeant and does not have any significant

|mprov lﬁents costa rpach was not used. Furthermore, vacant properties similar
to theSubject are P cally n leased or exchanged based on their rental income;

the re the income Qproa ‘was not used.

In the v§1 ation, we made several mdependent investigations and analyses concerning
both the subject property Snd the subject's market area. The data collected and utilized
in the valuation section is referenced in the report and the sources of the data and
confirmation are also referenced. The degree of reliance, as well as the significance of
the data and each approach, is also presented. We have gathered information from one
or more of the following sources:

CoStar

Arizona Regional Multiple Listing Service (ARMLS)

Direct contact with listing/sales brokers, leasing agents, and property managers
and owners

Landpro Valuation files

Maricopa County records

Inspection of the comparable sales

Landpro Valuation File Number 17.0146 Page 8




Reconciliation

In the reconciliation section of the report, the valuation approaches are evaluated as to
their pertinence and reliability to the appraisal problem. This analysis results in a final
value conclusion.

Professional Assistance
No one provided significant professional assistance in preparation of this appraisal.

Items Not Included in the Scope of Work

We are not qualified to confirm or deny the exis gnce of hazaMoustndlhons
environmental contamination, soil defects, co ction defects, otherhlgden defects or
illegal conditions. The scope of this assign tdld not include research, i spection or
analysis of these items. Furthermore, the sco Q of thIS assignment does notinclude
analysis or valuation of personal property.

)\
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PHOENIX AREA DATA

Physical Characteristics
General Description

The Phoenix area is located in the south-central portion of lhe State of Arizona and is
called the “Valley of the Sun” by area residents because it is gltuated in a broad valley
just below the point where the Salt River winds into the desertﬁ'om the mountains to the
north and east. In the Greater Phoenix Area, six major cities (Ph mx Mesa, Tempe,
Scottsdale, Glendale, and Chandler) contain moré than 80% of the area’s total
population. Other outlying suburbs, including Gilbe rt, Peoria, Goodye ar and Buckeye,
are growing rapidly and are also becoming .anr centers of population. he rural areas
of Maricopa and Pinal Counties are sparsely ‘pqpulated ahd contain less thal

percent of the area’s total populatlon

\{‘ AN

Land Use Patterns

Current land use in the Phoenix area' ; ed to historic de\‘lelopment patterns which are
best described by dividing the overall mto igdi‘ ljuadraﬁts Northeast, Southeast,
Southwest and North\;v(gél

The Northeast are: js the most affl j:n of the metropolitan area and includes
Northeast Phoen gnd the Biltmo aradise Valley, Scottsdale and Cave
Creek/Carefree. This area is predo anntly characterized by residential growth, elegant
shopping ?nters an}f@;t mdiE dey lopm nt, which are concentrated around the

Scottsdal ﬁi’i)g[k, als contalns the majority of the area’s resort hotels, with the City
of Sop ale dlstlngulshed a§ a nationally ranked resort destination.

The Southeast area md des the suburban Cities of Mesa, Tempe, Gilbert, Queen
Creek and.Chandler. This area ls\bharactenzed by residential growth, including
numerous;\large master 7Ianned residential developments, and commercial and
industrial developments along the various freeways. The Southeast area’s economic
base has deve1oped a separate identity which includes various major industrial
employers, and allows it to compete aggressively with the major industrial and
commercial office districts of Phoenix.

The Northwest Area was historically a topographically flat area of farming and
moderate-quality housing; however, the outlying northwest suburbs have experienced a
substantial amount of new growth, including numerous master planned residential
districts with golf courses, lake amenities, up-scale retail development and luxury
homes in the outlying areas. The Northwest Area includes northwest Phoenix, Peoria,
Glendale, Surprise and Sun City.
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The Southwest Area is a relatively flat, industrial and agricultural district which is
gradually being developed with a variety of residential, commercial and industrial uses.
The outlying suburbs include Avondale, Goodyear, Buckeye and Litchfield. Most of the
new development extends along the I-10 Freeway, where there are various master-
planned developments with attractive housing and upscale retail uses.

The transportation system, along with other geographical and economic factors, helps
to determine the shape of a metropolitan area. A mile-square grid pattern of major

streets, perhaps more than any other factor, has contributed to the low-density, omni-
directional pattern of growth in the Phoenix area. On surfag §lreets private
automobiles comprise approximately 95 percent of the ti bvolume

Historically, developed freeways in the Phoenix area have been ostly extensions of
the Interstate highways connecting the Phoenix ;éa to other distant areas. Interstate
10 enters Phoenix from the west, passes through central Phoenix and’ n generally
goes southeasterly to the Tucson area and b€ yond Interstate 17 ente {he Phoenix
area from the north, extending south through'n h central Phoenix, where it turns east
and connects with Interstate 10. US 60 enters Phgeﬂix area from the east, passing
through Apache Junction, Mesa and Tempe, where lt'oonnects with Interstate 10.

The other freeways throughout the ‘Ph\o ix area provnd  linkages from local
neighborhoods to these primary free Loop 10 ﬁ'eeway encircles most of
Metro-Phoenix forming an irregular 3/4 C e Loc 202'ﬁ‘eeway encircles most of
the southeast suburbs. The layout of area tranSpo rta"‘tmnhas had a significant impact on
land use patterns throtighout 2 Phoenix are Commercial land uses are located
mostly along sectig _,-Ime arterials, especia "at arterial intersections, and residential
uses are located more often al g feeder s "f ts. Extensive industrial uses and large
office projects have been dev sloped along th freeways especially Interstate Highways
10 and 17

Area 2

The' neater Phoenlx a\rea prowdes a variety of economic resources including a young

and s labor force, a abundant supply of water and energy, adequate educational
and techr |gal schools, a relatively low cost of living due to low housing costs, a variety
of year-round recreational/entertainment activities and an abundance of vacant land.

Demographic Characteristics
The following are historic and projected demographic and income characteristics of the

Phoenix-Mesa-Glendale metropolitan statistical area (Maricopa and Pinal Counties)
from 2010 through 2017:
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Phoenix Area Prepared by Jan SellPhoenix Aren
Phoenix-Mesa-Glendale, AZ Metropolitan Statistical Area (...

Geography: CBSA
Summary Census 2010 2012 2017
Population 4,192 887 4,285,238 4,484,674
Households 1,537,173 1,572,399 1,648 839
Families 1,024,971 1,039,904 1,091,907
Average Housshold Size 2.68 2.67 267
Owner Occupied Housing Units 1,005,949 991,010 1,046,017
Renter Occupied Housing Units 531,224 581,389 602822
Median Age M7 39 355
Trends: 2012 - 2017 Anmual Rate Area Siate National
Population 0.91% 0.81% 0.68%
Households 0.95% 0.89% 0.74%
Families 0.98% 0.91% 0.72%
Owner HHs 1.09% 1.00% 091%
Median Household Income 2.52% 283% 2.55%
2012 17

Houscholds by Income Number Percent Number  Percent
<$15,000 179,298 11.4% 174,010 10.6%
$15,000 - $24,999 154,984 9.9% 118,500 7.2%
$25,000 - $34,999 166,419 10.6% 123,658 1.5%
$35,000 - $49,999 234,015 14.9% 205483 12.5%
$50,000 - $74,900 317,890 20.2% 403,100 24.4%
$75,000 - $99,999 194,991 124% 250,878 15.2%
$100,000 - $149,999 203,964 13.0% 230,620 14.0%
$150,000 - $199,999 64,217 4.1% 79,087 4.8%
$200,000+ 56,604 16% 63,036 1%

Median Household Income $52,768 $50.772

Average Household Income $67,707 $75499

Per Capita Income $25,487 e $28,393
0-4 312952 7.5% 318,603 74% 332,752 7.4%
5-9 311,730 7.4% 316,353 7.4% 328,871 7.3%
10- 14 303,602 7.2% 304,936 7.1% 320722 2.2%
15-19 299,549 7.1% 291,655 6.6% 290,202 6.5%
20-24 288,043 6.9% 299,035 7.0% 288,039 6.4%
25-34 597872 14 % 620,553 14.5% 652,451 14.5%
35-44 574,957 13.7% 571,320 13.3% 584,105 13.0%
45-54 548,353 13.1% 543,095 12.7% 524,305 11.7%
S5-64 441,117 10.5% 471,051 11.0% 513,786 11.5%
65-74 288,643 6.9% 315,088 74% 394,288 8.8%
75-84 163,288 3.9% 166,197 3.9% 181,468 4.0%
85+ 62,781 1.5% 67,352 1.6% 73,685 L6%

Data Note: Income is eqressed in auvent dollrs.
Source: U.S. Census Bureau, Cersus 2010 Summery File 1. Esi forecasts for 2012 and 2017.

August 27, 2013
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Economic Characteristics

According to the First Quarter 2017 Economic Forecast Update published by the
University of Arizona Economic and Business Research Center, “the Arizona economy
slowed during the fourth quarter of 2016, with jobs rising very little over the year. Job
growth was down from third quarter performance and even slower than national gains.
New population estimates from the Arizona Office of Economic Opportunity suggest
continued slow population increases statewide and in the Phoenix and Tucson
metropolitan statistical areas (MSAs). Further, Arizona’s merchandise exports to the
world (and to Mexico) declined last year.”

“Overall, the Arizona economy continues to expand and the prospects for somewhat
stronger growth are on the horizon. A modest acceleration of the U.S. economy will help
push Arizona's gains up during the next two years, but it is important to keep the risks in
mind at this point. There is currently a high degree of uncertainty surrounding federal
tax, trade, immigration and regulatory policy. Further, there is uncertainty about the
ultimate impact of Arizona’s new minimum wage requirements. As this uncertainty
gradually clears in coming months and years, we will have a better idea of the possible
impacts. Stay tuned.”

Employment and Unemployment

The following table shows employment growth for the Phoenix-Mesa-Glendale MSA
between 1990 and 2016. The table indicates that employment declined from 2008 to
2010. Since 2010 employment growth has resumed and increased above the peak of
2008.

W.ﬁ — Al Employees: Total in Phoenix-Mesa AZ(MSA)
ek

o

e "m e s I — G E ~ B, ad

1500
] -

The following table shows unemployment in the Phoenix-Mesa-Scottsdale MSA
between 1990 and 2016. The table indicates that unemployment has declined from the
peak of over 10% in 2010 to the current level below 5%.
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= = » P — Unemployment Rate in Phoenix-Mesa-Scottsdale, AZ (MSA)

s

~ w » w o ~ - o

1990 1992 1994 1996 199 2000 2002 2004 2006 2008 200 2002 2014 2016
Sourer: 1S Bureau of 1abor Statencs
fred.stioutsted.org myf.red/g/crFE

According to Arizona Economic Forecast Data, published by the University of Arizona,
the five-year forecast of various economic factors, which include personal income, retail
sales, nonfarm employment, population and residential permits. The outlook for each of
these factors is summarized in the following table:

189,7335 250,624.8
% Chg from Year Ago 6.08% 5.76% 6.22% 2.02% (37119 6.43%
Retall Sales (S mil) 65,2400 68,1017 71,9837 7629031 81,2104 855726
% Chg from Prior 53% 44% 57% 60% 63% 55%
Total Nontarm Employment (000s) 19127 19718 20346 2108 21706 22321
% Che from Yesr Ago 3.2% 31% 32% 34% 32% 28%
Population (000s). July 1st estimates 44829 4,565.9 4,6620 4,760.0 45573 43548
%Ohg from Yemr Ag 18% 19% 21% 21% 20% 20%
Residential Building Permits (units) 22,4020 28,3072 328784 35,0178 347855 34,8389
0.2%

These projections indicate that personal income, retail sales, employment, population
and residential permits will all increase from 2015 through 2020.

Real Estate Market Conditions

Land Market Conditions

According to the Colliers International Research & Forecast Report for the Greater
Phoenix Land market for the Second Half of 2016, “land sales accelerated in the second
half and total activity in 2016 was nearly identical to 2015 levels. Sales of land parcels
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for residential uses spiked in the final six months of 2016. Land prices dipped in the
second half, but the median price in 2016 was up more than 30 percent from the 2015
median price.”

“Sales of land parcels accelerated by more than 30 percent from the first half of the year
to the second half. The spike in activity was fueled by a surge in sales of land parcels
for residential development. Sales velocity in 2016 slightly outpaced 2015 levels.”

“While activity surged in the second half of the year, prices tl;kbd lower. The median
price in land sales was $3.39 per square foot, down from 3.‘89 per square foot in the
first six months of the year. The median price for the full yearwas $3.65 per square foot,
up more than 30 percent from the median price in 2015 &

“Sales of land parcels for residential uses splkeg by more than 55 p 2nt from the first
half of 2016 to the second half. This surge in thie second half caused t tal transaction
activity in 2016 to outpace the 2015 total by5 percent

“Prices of land for residential development dlpp {in the second half of 2016, with the
median price falling 14 percent fromithe first half o “S'ear The median price was
$3.10 per square foot in the second half. ‘Even after aqg in the second half, the median
price in residential land sales for 20:76 w\§$3 39 per gte foot, 50 percent higher
than the median price in 2015.” ‘\

“Sales velocity of lan ﬂb? comn\aercual u Was flat from the first half of 2016 to the
second half. In 2016; sales of land for co "'ercual development inched up 4 percent
from the 2015 totg The steady if broveme

should support ad

“Pricing forland for comm ‘rcial uses dlpped by 19 percent in the second half of 2016.
The an price iq}he second half was $3.68 per square foot, and for the full year, the

iar f)nce in land %ﬁ}s fo bommermal uses was $4.08 per square foot, 11 percent
be ﬂ\e 2015 median‘price.”

.

“Land sa\é for industrial uses gained momentum in the second half, accelerating by 13
percent. Even after factonng in the rise in the second half of the year, sales velocity in
2016 was down 15 peroent from the 2015 total.”

“Prices for land for industrial uses dipped in the second half of the year, but the median
price in 2016 was nearly identical to the median price in 2015. Industrial development
has remained active, with a mix of spec and build-to-suit projects making their way
through the construction pipeline.”

“The Greater Phoenix land market is forecast to continue to post steady gains in activity
in 2017. The local housing market is slowly gaining momentum, although to this point in
the cycle, much of the new demand for housing has been filled by high-end multifamily
development. This trend is expected to lessen in the years ahead, and forecasts for
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2017 call for an acceleration in single-family permitting and a decline in multifamily
permit issuance. One factor that could slow the momentum in the housing market is
interest rates, which rose at the end of 2016 and will likely tick higher a few more times
in 2017. An increase in borrowing costs would increase monthly mortgage payments for
those renters considering a transition into home ownership.”

Single-Family Residential Market Conditions

According to Arizona Indicator Data published in Arizona’s Economy by the University of
Arizona's Eller college of Management, residential permlts for the Phoenix area over the
last ten years are as follows:

Phoenix-Mesa-Glendale MSA Residential Permits

Year Single-Family % Change | Multi-Family % Change Total % Change |
2007 25,352 10,231 35,583

2008 11,369 -55% 6,04 -41% 17,414 -51%
2009 8,754 -23% o | -88% 9,471 -46%
2010 7,331 -16% 945 32% 8,276 -13%
2011 7,494 2% . 1,987 110% 9,481 15%
2012 11,821 58% \ ’3;649 84% 15,470 63%
2013 12,770 8% \ 4, 367 20% 17,137 1%
2014 11,742 -8% 18899 - 104% 20,641 20%
2015 16,768 43% "7.0 5% -20% 23,860 16%
2016 18,380 10% 39% 28,230 18%

< 4
This data indicates that. slnglpﬁfa Perrmts hgve increased in five of the last six years,
with a smajl decline in 2014; Multi-family permits have increased in six of the last seven
years, a sma1l decling 'in 2015. And total residential permits have increased in each
of thg gst six yeai§ h

Furthbl'more accordmg 10 the Greater Phoenix Blue Chip report, “the general picture for
real estate in Greater Phoenix remained about the same in the first quarter of 2017 as it
was in the last quarter of 2016. Residential, single family permits are expected to be up
about 21% to 21,900 units in 2017 and increase again to about 24,700 units in 2018.
This compares to about 18,000 units in 2016 and about 15,900 units in 2015. If this
comes to fruition, the single family market will have grown by over 50% between 2015
and 2018. Apartment permits are forecast to stay fairly steady in 2017 and 2018 at
about 6,500 units permitted each year. Absorption of apartments is likely to stay steady
as well. Overall, apartment vacancies are projected to be about flat in 2017 and 2018.”

The forecast for single and multi-family residential permits from 2017 to 2018 are as
follows:
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2017: Residential Forecast

Single-family Multifamily Apartment

Apartment

Organization Absorption
permits permits

(Units)

23200 6900
u-nuan-cu-n* 21200
CBRE 20000 6500 " 6.400.0
Cotiers imemational 25000 6800 60 58000
CRALLC 24000 6000 60 6.0000
Cromford Repon 19500 8200
Cushman & Wakefield 18000 7500 52 8.000.0
ENiott D. Poltack & Co. 19500 6000 57 80000
Grifin Consutting 22250 6650 6.1 60500
RO Properties 23100 5000 78 25000
Southwest Growth Partners 22500 5500 59 52000
U of A, Eller College 23100 7484
CONSENSUS 21863 6584 6.1 6,106.0
2018: Residential Forecast

70 72000

Arizona Public Service 31800 7500

CBRE 22000 6200 44 5,900.0
CRALLC 26000 6500 60 6,000.0
Cushman & Wakefield 19500 7000 50 7,500.0
Eliiott D. Pollack & Co. 21500 8000 587 8,0000
Griffin Consutting 24750 6500 62 5,550.0
RO! Properties 25000 3700 80 2,0000
Southwest Growth Partners 24000 3500 65 25000
U of A, Eller Callege 24027 8300

CONSENSUS 24690 6428 62 55170
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As indicated in this table, the consensus estimate is for 21,863 single-family residential
permits in 2017 and 24,690 in 2018. Furthermore, the consensus estimate is for 6,594
multi-family permits in 2017 and 6,428 in 2018.

Multi-Family Market Conditions

According to the Marcus & Millichap 2017 US Multifamily Investment Forecast Report:
“The substantial flow of relocations to the Valley is dri;iﬁfg household formation
and stoking rental housing demand, creating a highly favorable operating climate
for multifamily property owners and investors. Moré than 200,000 new residents
came to the metro since 2014, a level that rivalsin-migration trends prior to the
recession. Many are coming to work in highef-paying professional fields or the
area’s expanding insurance industry. Th élﬁ'pletion of corporate campuses
over the past two years for national insufance companies and the expansion of
degreed employment at those places nd their local.vendors and sub
are feeding demand for higher-end apartments. Class A vacancy in the Valley
dipped last year to the 5 percent range, indicating that strong demand persists,
and vacancy in newly built units also fell. C etions are due to rise this year

and the unit tally features a heav'y dose of maﬁ(g't-rate units in central Phoenix

and Mesa.” O N '

“Elevated transaction.velocity lifted the .dv/lerag price to a post-recession high
during the past 42 months, Equity ws will likely persist in the coming year, with

investors seeking to take advantage of new opportunities or strong rental housing
demand in@$pecific sections of the métro. In the city of Phoenix, upside
opportunities f ear the light rail should gamer attention, and the proposed

expansion of the line €ould open up previously overlooked neighborhoods for

investment. Scottsdale contains some of the Valley's most desirable
neighborhoods and a sizable block of Class A and Class B properties. Low

~ vacancy here and a th 1 construction pipeline will likely garner investor attention.

* Additional transé’@pns will provide transparency on value and encourage more
listings. Overall, Ih%averag cap rate in Phoenix has compressed to the low-6
percent range in the past few years, a level that will elicit interest from out-of-area

buyers seeking higher returns.”
Office Market Conditions

According to information obtained from CoStar, “the Phoenix Office market ended the
first quarter 2017 with a vacancy rate of 15.4%. The vacancy rate was up over the
previous quarter, with net absorption totaling positive 595,408 square feet in the first
quarter. Vacant sublease space increased in the quarter, ending the quarter at
1,235,864 square feet. Rental rates ended the first quarter at $23.55, an increase over
the previous quarter. A total of 11 buildings delivered to the market in the quarter
totaling 1,245,094 square feet, with 764,108 square feet still under construction at the
end of the quarter.”
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Total historic office market statistics for the Phoenix area from CoStar are summarized
as follows: :

Total Office Market Statistics First Guarter 2017
_201g 6 : n 16 108 | $23.
2016 4q 8,258 171,526,108 24,808,018 26,025,073 | 5.2% 740,287 9 533,263 2 1,767,655 $23.37
20163q_| 8,250 170,805,109 25,210,647 26,244,381 | 15.4% | 102472 8| ai2m 29 2,059,831 | $23.07
201629 | 8246 | 170386845 | 25848033 | 26850819 | 15.8% | 1,236,620 ] 526362 | 35 | 2176449 | $275
__20161q_ | 8234 | 169,850,483 26655964 | 27561077 | 16.2% 625,434 5 889,642 30 | 2326203 | $2237
T 201 | 8230 | 169005878 | 26,564,362 27,331,906 | 162% | 3645010 35 | 3205159 24 | 2,669,740 | $nse8
204 | ez 954,328 27,148,392 27925366 | 16.8% | 2858247 7 1421705 | 26 | 3,800,799 | $2095
2013 8212 165,222,319 29,239,042 30,051,604 | 18.2% 1,686,228 6 245467 18 3,002,961 $20.06
2012 !4,_?; 165,303,179 30,788,213 [ 31,818,692 19.2% 3,180,073 1) 1,437 838 6 412,592 $19.77
20Mm 8.2 164,007,442 32,584,54) 33,703,028 | 205% 1,342,233 9 74,19 n 1,202,963 _gox
2010 8.2 163,311,098 32,960,221 3448917 | 209% 477,776 B 1,441 489 10 1,651,725 $21.22
2009 8,197 161,825,802 31,845,708 33,141,397 | 205% (1,643,710) 53 2,542, 458 16 2,510,131 $§22.69
2008 8,144 159,389,660 27,413,915 29,041,545 | B82% (595,016) 237 7,275,695 55 3,702,567 g “
2007 | 7,88 151,696,065 19,631,344 20,752,934 | 137% | 2,858,627 370 749048 | 253 | 8805415 | $2573
2006 | 7449 143,144,522 14,225,834 15,060,008 | 105% | 74163% 306 | 5347086 | 436 | 9,951,000 | 2417
2005 6967 | 136,763,559 238,243 16095387 | ne% | 7,750,854 341 | 3903465 | 466 | 7723622 | s
Seume CaStr Puperty®

Retail Market Conditions

According to information obtained from CoStar, “the Phoenix retail market did not
experience much change in market conditions in the first quarter 2017. The vacancy
rate went from 8.8% in the previous quarter to 8.9% in the current quarter. Net
absorption was positive 196,338 square feet, and vacant sublease space decreased by
(85,593) square feet. Quoted rental rates increased from fourth quarter 2016 levels,
ending at $14.69 per square foot per year. A total of 37 retail buildings with 437,412
square feet of retail space were delivered to the market in the quarter, with 1,246,787
square feet still under construction at the end of the quarter.”

Total historic retail market statistics for the Phoenix area from CoStar are summarized
as follows:

Total Retail Market Statistics First Guarter 2017
R R e —
2006 49 14,104 223,151,353 18,953,241 BoNnI5 | 8.8% 558,981 n 192 98 1,303,867 .50
63q | W08 | 222964084 | 19389249 | 70044823 | 9.0m LL&JT.’E;&! 89 | 1,258,906 | 5wy
201629 | w082 222,232 436 19,263,060 19801478 | 8.9% 773 34 519,313 88 1,829,387 | SW.55
_20%g | Won2 221,826 564 19,140,306 | 19881379 | 9.0% TS | 2 33,41 G4 1,789,380 | E.M
o8 | Tvems | eseses | woarete | aoaraam | oo | aweaeo | T3 | amsea |7 | s | Sud
| 20053 13, | 221,479,358 | 20,156,502 20,763,226 | 94% 865 446 25 419,853 75 ¥ 081 S44
200529 | 13970 2125038 | 20773877 | 21380352 | 97% | MMs | 27 269,631 63 922,925 | $14.02
2015 1g 13,954 221,256,387 21,067,817 21,696,847 | 98% 98,749 20 373 733 56 778726 | $S13.77
204 | 1395 | 22116426 209759M | 21655635 | 98% | 1884051 | 65 49 782 | $1386
i 13,918 221,055,182 2,760,959 | 23478442 | 0.6% | 2765708 [] 1,333 875 35 | 573178 | $1385
02 | 1,863 219977678 | 24250044 | 25166648 | NA% | 2695022 3 1,154,057 a 739,919 | $14.29
20n 13,813 219,325,267 26,384,796 27,209,257 | 124% | 483506 49 643,307 49 736,031 $14.71
_200 § 13765 | 218731928 | 26565715 | 27099424 | 124% (210,900) 37 603,201 47 708,704 .16
2009 13,715 217,906,687 | 25482681 | 26,063,283 | 120% | (2.927,780) 12 2,479,9% 45 762,781 gus
2008 13538 | 214,893 087 19,342,689 20,121,903 | 94% | 2659337 | 284 | 5919000 | 135 | 2379198 | $19.36
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Industrial Market Conditions

According to information obtained from CoStar, “the Phoenix Industrial market ended
the first quarter 2017 with a vacancy rate of 9.6%. The vacancy rate was up over the
previous quarter, with net absorption totaling positive 1,631,732 square feet in the first
quarter. Vacant sublease space decreased in the quarter, ending the quarter at 816,786
square feet. Rental rates ended the first quarter at $6.93, an increase over the previous
quarter. A total of 13 buildings delivered to the market in the quarter totaling 2,240,755
square feet, with 4,527,935 square feet still under construction at the end of the
quarter.”

Total historic industrial market statistics for the Phoenix area from CoStar are
summarized as follows:

- .
Total Industrial Market Statistics First Guarter 2017
iq : 6 [ 5
2006 4q 10,051 m,esa‘m 2_0,099,571 30,084,001 9.5% 5 642,549 30 4,‘“,@ S6.87
20163 | 10,050 316,157,875 30,849,678 32,005,315 | 102% | 1,806,800 9 1540332 | 28 | 2888803 | Ss88
01620 | 10044 | 314959380 | 31442820 | 32,703,620 | 10.4% | 432,683 9 | 1,042,034 1 3,154,188 | $6.80
20161 | 10,044 314,725,671 | 51,448,405 32902504 | 105% | 1134846 | 18 | 2,092,803 2 2801066 | 5667 |
2015 9,9_2_71 312,755,088 30,726,035 | 32,006857 | 10.3% | 7,737,259 44 a506 | 32 3718249 | $6.68
2004 9.997 417 684 L H,OS?IQO = 35,466,7\2 11.5% 7,579, 4 7,277,564 g 4,446 067 &.W
2013 9963 | 301,583,559 | 34,337,001 36,212,388 | 12.0% | 4,054,365 s 2l m2ns | 20 | 5547968 | $6.38
202 | 9950 | 205078670 | 32,856,397 | 34,661,864 | nN.7% | 6, ] 2,974, 18 | 60235 b $613
| __20m 9,945 | 293305714 36,854,775 38,183,751 | 13.0% | 6,563,807 nl 985 13 4m906 | $597
2010 9931 | 292896058 | 42812522 | 44,337,902 | 5.1% | 4524279 2| 82082 | 8| 5402%7 56.10
2009 9,925 291,507,705 45,419,153 47,473,828 | 163% (5,009,412) 36 F 3,192,867 10 1,431,150 658
2008 9891 | 287,858,894 | 37,451,860 605 | 135% | (1282,715) | 202 | 12n498 38 3,801,580 7.58
2007 9,662 f 276‘025‘&0 24,928,862 25,699!614 93% 6,654,812 202 “,490,95 150 9 025 7.99
2006 9432 | 264,203,791 19,302,526 | 20,532,599 | 78% | 7,519,303 208 | 6,869,104 | 165 | 10,188,565 7.77
2005 9177 | 255553306 18,091,211 19,201,417 | 75% 1,159,127 148 | 4800180 | 199 | 5991283 | 712

[
|
i

Political - Governmental (Including Public Utilities):

In addition to federal, state, county, and municipal levels of government, other special
districts, such as water irrigation districts and school systems levy taxes and provide
services. Primary sources of revenue utilized by the state government include a
personal state income tax and a sales tax on retail sales. The state legislature maintains
a tight control over the level of taxes imposed by lower levels of government. Funding of
the lower levels of government is achieved primarily through property taxes and a retail
sales tax.

Growth

Local municipalities within the metropolitan Phoenix area have always been generally
supportive of growth. During the expansionary cycle of the 1990’s most of the cities in
the region implemented strong infrastructure development programs rather than institute
slow or anti-growth policies. Although some rapidly growing cities have struggled with
providing adequate infrastructure, city governments have typically been willing to re-
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zone land for higher density residential uses as well as for commercial-industrial land
uses.

Education

The Metropolitan Phoenix area is served by 55 school districts with over 300 elementary
schools and over 50 high schools. Arizona State University, the state's largest university
with an enrollment of nearly 60,000 is located in Tempe, a Phoenix suburb. In addition,
several private universities and ten community colleges with vaﬁous branch campuses
are also located within the metropolitan area.

Police and Fire Protection

Police and fire protection are typically provided on‘the municipal and oounty level and
do not differ significantly between the vanous mﬁmcnpalltles

Utilities

Electrical service is provided primarily by two utlllt‘qé A Arizona Public Service, a privately
owned regulated utility, and the Saj\f@er Project, a+ t%'l-govemmental agency
established by the U.S. Government, Electrical rates, although slightly higher than the
national norm, are within a competiti mnbe. Sufﬁment é!%tnclty capacity is available
for projected needs. Natural gas is pro\ ded by Southwest Gas, a regulated private
company. Other services'Such as water,; {f ., ga ‘a‘ép collection, telephone, and
cable TV are provudg,d y’lhememmpalm rby publlcl\regulated private companies.

Conclusion / \

With adequate resou?ogs to awbmmodate the‘antlcupated growth in population and
employmeﬂl. amild climate and affordable housing, the long-term outlook for the
Phoer;nf area is pos]tiye g
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MARKET AREA DESCRIPTION AND ANALYSIS
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Market Area Delineation and Overview
Location: The subject's market area is generally located within

the east central portion of the City of Scottsdale.

Boundaries:
North: Bell Road
South: The Salt River Pima-Maricopa Indian Community
East: 136" Street
West: Loop 101

Landpro Valuation File Number 17.0146
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Market Area Property Types/Land-Use Patterns

Property Types:

Master Planned Areas:

Golf Courses:

Residential Development:

Commercial Development:

Industrial Development:

Other Uses:

Undevei}pqd Land: )

Quality and Condition:

Surrounding
Land Uses:

Landpro Valuation File Number 17.0146

‘ x,.,‘Other land U
sé.ﬁOels, a p tion of the McDowell Sonoran Preserve,

The market area is a largely residential area with
various commercial uses located throughout the area
and industrial uses located near Loop 101.

Master planned areas within the market area include
McDowell Mountain Ranch, Ancala, Scottsdale
Mountain, Scottsdale Ranch"?a'nd Stonegate.

The market area incl des ie Ancala Country Club
and McDowell Mountain Go ‘Ciub

Residential use$ in the market arbaaare generally
good-to-excéllent quality, single an ultl-famuly
residential uées Residential uses comprise
approxnmai‘ely 60% of e uses within the market
area.

mn'%rclal devel\b ient within the market area
in ude a eombmatlo ot office and retail uses.

The I jority ¢ of tha igdust;l\al development is located

., within "gﬁouthwest and northwest portions of the
: market

tga near the Loop 101 Freeway.
s in the market area include parks,
WestWorld of Scottsdale, Taliesin West and other

public uses. The market area also includes a large
amount of open space that is included as part of the

_existing developed uses.

Based on our review of aerial photographs, there is
very little undeveloped land within the market area,
indicating that that future growth will be slow.

The existing uses in the market area generally have
good-to-excellent quality improvements.

Generally, the land uses surrounding the market area
are similar to the subject market area and include a
combination of residential, commercial, industrial and
undeveloped land.
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Market Area Life Cycle:

Basic Transportation/Linkage

Arterial Roadways:

Freeway Access:

Ai rpbrts

Rail Linkages:

Bus Transportation:

\\——’f

The typical development cycle of a market area can
be described as an “S - Curve”, indicating that areas
which are virtually undeveloped will grow at a fairly
slow rate during the first period of growth. As the
development in an area increases, the growth
accelerates until development approaches saturation,
at which point growth will again slow.

Although the market area bah some land available for
future growth and development, the supply of land is
diminishing and the m: et area is nearing saturation.

Arterial str ets arranged in rectangu‘la}gnds provide

primary t nsponatlon routes within th

market area. North/south arterials and si |f‘ cant

collector streé’tQ include Thompson Peak Parkway,

Frank Lloyd ant@oulevard 94t Street, 96™ Street,
St[eet 112t 124" Street, 130" Street

anq 136" Street Eas st arterials and significant

collegtor stre Jnclude ll Road, Frank Lloyd

2\ aintree Drive, Thunderbird Road,

Vla Lln‘da Shea Boulevard and

J.‘The Pnce eeway (Loop 101) extends north and

SDUtb along the west side of the market area. This
freeway provides good access to other freeways
within the Phoenix area.

The City of Scottsdale Airport is located nearby, west
of the market area. Sky Harbor Airport (located near
downtown Phoenix) is the primary airport in the
Phoenix area. Other secondary airports are the Deer
Valley Airport (in Phoenix) and Falcon Field (in
Mesa).

None in the market area

Public bus transportation is available in select
locations of the subject market area.
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Estimated Non-Rush
Hour Commute Times:

Downtown Scottsdale:

Downtown Phoenix:
Downtown Tempe:
Downtown Mesa:
Sky Harbor Airport:

12 Minutes
30 Minutes
20 Minutes
25 Minutes
25 Minutes

Availability of Support Facilities and Services

Schools:

Utilities:

Police Protection:
Fire Proté‘ét_ion:

Health Care:

Retail Services:

" metropo

.

The subject property is adequately served by public
and private primary, secondary and high schools
located wnthm{th_e market area or ! ithin surrounding
market areas. The market area is located within the
Scottsdalé\ Unified School District. Arizona State
University is lonated in’| empe to the southwest of the
market area. S¢ sttsdale Community College is
Iocated to the sot iSf the market area at the
northeast corer of C Chaparral Road and the Loop 101

F way

Ut|||t| for m‘ést oflhe market area are adequate and
are pr q«d at costs competitive with the rest of the
area. Electricity for the market area is

n
/ furnished y the Arizona Public Service. Natural gas
for the market area is supplied by the Southwest Gas

Company. Water and sewer are provided by the
individual municipalities. Some of the less developed
areas may lack some utilities.

Police protection is provided by the City of Scottsdale.
Fire protection is provided by the City of Scottsdale.

The market area is currently served by HonorHealth
Scottsdale Shea Medical Center at the southeast
corner of Shea Boulevard and 90™ Street, as well as
the Mayo Clinic Hospital at the northwest cormner of
Shea Boulevard and 136" Street. Moreover,
additional healthcare facilities are available outside of
the market area. The available healthcare facilities
are adequate.

Many retail services are available in the market area.
Those retail services not available within the market
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Recreational

area are available within the areas south of the
market area.

There are a number of recreational attractions in, or
near, the market area. These include several golf
courses, the Scottsdale Sports Complex, WestWorld,
and a number of city parks. The market area also has
numerous trails and paths along roadways, within the
McDowell Sonoran Preserve and other lineal open
space areas. These trails@nd paths are used for a

Demographic Trends

Population

2021 Projection:
2016 Estimate:
2010 Census:
Growth 2016-2021:
Growth 2010-2016:
2016 Average Age

Households
2021 Projection:
2016 Estimate:

mer Occupied:
Renter Occupied:
2016 Average HH Size;
2016 Average HH Income
2016 Median HH Income:
Housing 5
2016 Median Home Value:
Median Year Built:

combination of biking, Hiking and equestrian use.

According to i}r;fgnnation obtain

it d from CoStar,
demographic trénds within appro imately a one, three

and five mile‘radius of the subject property:

Real Estate Market Conditions

1-Mile 3-Mile 5-Mile
6,732 31,261 85,491
6,311 20,294 79,830
6,233 28,868 77.129
6.67% 8:71% 7.09%
1.25% 1.48% 3.50%
142,60 44.20 44.00

: A

2,705 12,962 37,754
g 2,5& 12,204 35,304
2,5¢ 12,318 34,905
6.20% 6.21% 6.67%
-1.28% -.93% 1.40%
1,796 (73%) 9,268 (76%) 24,798 (70%)
752 (27%) 2,936 (24%) 10,595 (30%)
2.40 2.30 2.20
$136,377 $133,193 $118,714
$106,877 $91.291 $84,631
$626,655 $565,016 $456,395
1994 1992 1992

Multi-Family Market Conditions: According to information obtained from CoStar, as of

Landpro Valuation File Number 17.0146

the end of the First Quarter of 2017, the market area
had 41 apartment buildings with 8,857 total units.
Two new apartment projects with a total of 58 units
have been added in the last three years. Of the total
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Office Market Conditions:

Retail Market Conditions:

——

N foot full‘ ice, at the end of the First Quarter of

inventory, 279 units, or 4.5% were vacant at the end
of the First Quarter. The vacancy rate has fluctuated
between 4.7% and 5.7% over the last three years. Net
absorption has been positive in 8 of the last 12
quarters and negative in 4 for the last 12 quarters.
Overall absorption has been negative 41 units over
the last three years. The effective rental rate was
$1,128 per unit at the end of the First Quarter of 2017.
The rental rate has trended dpward from a low of
$984 at the end of the Seéond Quarter of 2014.

According to information obblned from CoStar, as of
the end of the Flrsl Quarter of 17 the market area
had 226 office; bunldmgs totaling 4,879,780 square
feet of space. Over the last 12 qua ers; the i
of office bdildings increased by one builk
39,750 squ “',jfeet Ofﬁle total inventory,"
square feet ( 'é%)ﬁlé re vacant at the end of the
?uarter The vacangy rate has declined from a high of
8.1%since the Second Quarter of 2015. Net
o\lltm has been positive in 10 of the last 12
quarters and' )egative in ‘?\::f the last 12 quarters.
Over ’laﬁhm has been positive 396,272 square
1€ rage rental rate was $23.37 per square

According to information obtained from CoStar, as of
the end of the First Quarter of 2017, the market area
had 140 retail buildings totaling 2,672,750 square feet
of space. Over the last 12 quarters, the inventory
declined by 4,053 square feet from 2,676,803 square
feet. Of the total inventory, 279,072 square feet
(10.4%) were vacant. The vacancy rate has fluctuated
between 7.4% and 10.7% over the last three years.
Net absorption has been positive in 5 of the last 12
and negative in 7 of the last 12 quarters. Total net
absorption has been negative 72,544 square feet over
the 12 quarters. The average rental rate at the end of
the First Quarter of 2017 was $21.60 per square foot.
The rental rate has trended upward slightly from a low
of $18.04 per square foot in the First Quarter of 2015.
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Industrial Market Conditions: According to information obtained from CoStar, as of
the end of the First Quarter of 2017, the market area
had 64 industrial buildings (including flex buildings)
totaling 1,600,906 square feet of space. The inventory
has been flat over the last three years. At the end of
the First Quarter of 2017, the market area had
140,825 square feet of vacant space for a vacancy
rate of 8.8%. The vacancy ra}e has increased from
5.8% in the Second Quarter©f 2014 to 13.2% in the
Second Quarter of 2015, hen declined to 8.8% in the
First Quarter of 201 7 Net absorption has been
positive in 7 of the last 12 qharters negative in 5 of
the last 12 quarters. Total net absorpﬂon has been
negative 35,340 square feet over ilw last 12 quarters.
The rental ;aie ended the First Quarterof 2017 at
$10.82 per square foot. The rental rate has fluctuated
between $ 72 and $11 .33 over the last three years.

Governmental Considerations - -
Municipality: Th sm)ject market a?ea is located entirely within the
Ci gf Sooﬂsga

Land Use Controls: . The Cl '
V. X . These controls are typical relative to
' other municipalities in the Phoenix area. In the market
~ area, the %of Scottsdale has provided for a large
»amqunt of open space to preserve the natural desert
landscape through zoning and land use controls. The
open space and natural desert landscaping
: contributes to the desirability of the market area.
Grow\ény Development: " The City of Scottsdale is generally supportive of
] growth.

Conclusion and Relevance to the Subject Property
Conclusion: As a desirable residential area with good-to-excellent
quality residential development, adequate freeway

access, and attractive natural desert landscaping, the
long-term outlook of the market area is good.
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SITE DESCRIPTION

The subject property is located north of Shea Boulevard and west of 124" Street in
Scottsdale, Arizona and is described as follows:

Site Areas: 136,888 Square feet/3.1425 acres
Shape/Dimensions: Irregular
Topography: The property has berm§ built-up around the water

storage tank and, theréfore, has irregular topography.
The City will be reméymg the xnstmg water facility
improvements; however, will notengineer and
regrade the sstg Yther than the b lths, the property
has near—lavel-to-sllghtly irregular tobography

iéh of the subject propeny and
nt properties, the soil appears

Soil: Based on our inspecti
observation of

ad'equate to support p tentlal improvements.
Drainage: Ap\)arenﬂy adequate
Lot Type: : Mid- B\on ‘

Frontage: £ |\ None. The property is access from Shea Boulevard
via an ea ‘ment from Shea Boulevard across the
property to the south. The property also has potential
acobss"ﬁ'lrou gh the property adjacent east.

Trafffi.gﬁéihme: R 38,561 Vehicles per day along Shea Boulevard per
< 2015 MPSI data
Street\]‘ﬁ‘iprovements: \
X ‘ Shea Boulevard
Traffic Lanes Six (three east and three west)
Median Asphalt
Surface Asphalt
Curbs Concrete
Sidewalks Concrete or dirt
Gutters Concrete
Streetlights Installed
Flood Zone: According to Federal Emergency Management

Agency Flood Insurance Rate Map Number
04013C1780L, dated October 16, 2013 and other
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General Plan Designation:

Zoning:

maps of the area, the subject property is located in
Flood Zone “X".

According to the City of Scottsdale General Plan Land
Use Map, the subject property is located in an area
targeted for suburban neighborhoods. This category
includes medium-to-small-lot single-family
neighborhoods or subdivisions. Densities in Suburban
Neighborhoods are usuallydmre than one house per
acre, but less than elght houﬁes per acre. This
category also include , Son 1€ townhouses and can
also be used for sm Hot si gle-famlly homes, such
as patio homes. It'can be inco rated into
neighborhood ‘hear the downto g‘rea and in, or
adjacent to, é\er non-residential a centers.
These us may be used as a transition between less
intense resit ntlal areas and non-resude\r’\tial areas,
such as officesor. rzﬁil centers. The terrain should be
relatlvely flat, or§' intly sloping, to accommodate this
Qa sq‘ Preservati ’QQf environmental features
(p arly in desen seftings near the mountains) is

a key consideration and in the past has often been
accommoda rough master-planned communities
or clus\eu
| The subjég property is currently zoned R1-43 (Single-
- Family Residential) ESL (Environmentally Sensitive
Land).

The R1-43 district is intended to promote and
preserve residential development. Large lots are
required to maintain a low-density of population. The
principal land use is single-family dwellings and uses
incidental or accessory thereto, together with required
recreational, religious and educational facilities.
Permitted uses include a variety of low-density
residential uses. The minimum lot size is 43,000
square feet and the maximum building height is 30
feet.

The ESL overlay is intended to protect
environmentally sensitive lands in the city and to
promote the public health, safety and welfare by
providing appropriate and reasonable controls for the
development of such lands. Specifically, the ESL
District is intended to:
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¢ Protect people and property from hazardous
conditions characteristic of environmentally
sensitive lands and their development. Such
hazards include rockfalls, rolling boulders, other
unstable slopes, flooding, flood-related mud slides,
subsidence, erosion, and sedimentation.

* Protect and preserve sighificant natural and visual
resources. Such resources include, but are not
limited to, major bpuldei' “outcrops and large
boulders, major ﬂdges and peaks, prime wildlife
habitat and coffidors, unique Vegetation
specimens; sigmf icant washes, and significant
npananhabltats

. Protect re \ewable and nonrenewable resources
such as wa ergﬁgllty air quality, soils, and natural
. vegetatlon fro"fn incompatible land uses.

. Mlnlﬁnze the costs‘b providing public services and
fagilities in ESL District areas such as streets,
r, seWer, emergency services, sanitation
iicés, parks, and recreation. Costs associated
with e design and development of infrastructure
in envil nmentally sensitive areas can be higher
than costs in other areas of the city due to the
unigue and fragile nature of such lands.

e Conserve the character of the natural desert.
Guide the location and distribution of meaningful
on-lot and common tract open spdce and protect
sensitive environmental features to sustain the
unique desert character found in ESL District
areas.

¢ Recognize and conserve the economic,
educational, recreational, historic, archaeological,
and other cultural assets of the environment that
provide amenities and services for residents and
visitors.

* Assure that decisions regarding development in

environmentally sensitive areas are based on
complete and accurate information about the
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Likelihood of

Zoning Change:

environmental conditions including drainage
features and probable development impacts.

Minimize the impacts of development by
controlling the location, intensity, pattern, design,
construction techniques, and materials of
development and construction.

Retain the visual charagter of the natural
landscape to the grea(est extent feasible by
regulating buﬂdlng mas location, colors, and
materials; gradmg location, design and treatment;
and Iandscapmg design and materials.

Maintain’ signlf icant open spaces wmch provide
view c%nidors buff 1S, protect landn arks and

large bo pnme wash habitats, by
preservmg features in their natural state to
‘ malntaln the c s unique desert setting.

Protectenvnronmeﬁ!?l“ly sensitive lands, while also
rbeogmzu?iy the Jeg timate expectations of property
ovﬁgersAhd the city's overall economic goals.

e innovative planning, design, and
lion techniques for development in
‘environ antally sensitive areas.

The ESL overlay allows the uses allowed in the
underlying zoning; however, places additional

k. _ development standards including minimum open

space requirements (approximately 20% to 25% for
the subject property, lower building heights and other
standards.

The subject property is zoned R1-43. The property to
the north is zoned R1-10 ESL (HD). The property to
the east is being rezoned R1-18 or R1-10, ESL. The
property east of that is zoned R1-18 ESL.
Recognizing the zoning of these nearby properties, it
is our opinion that a zoning change to R1-18, or R1-
10, ESL is likely.
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Easements, Encroachments

And Restrictions: According to City of Scottsdale maps, the subject
property is subject to 33-foot Government Land Office
(GLO) easements along the north, east and west
property lines; 10-foot public utility easements along
the east side of the property and bisecting the
southern portion of the site.

We have not been provided with a title report. We
know of no other atypical®asements, encroachments
or restrictions.

Utilities:
Water: City of Scottsdale
Sewer: City of Scéttsdale
Electricity: Arizona Public Servucs Company (APS)
Telephone: CenturyLink - v
Gas: Southwest Gas *

Adjacent Land Uses:

North: A smgle—farpi!y residenhal subdivision
East: . Vacant aﬁq being planned for a residential
. subdivision
South: - The Central Arizona Canal followed by Shea

_ Boulevard and undeveloped land
West: [ A'singlesfamily residential subdivision

Apparent Advéi's'efactdi‘s: None noted

Site Utility and Accessibility:  The property is suitable for development of potential
N \ residential uses.

|

Non-apparent Adverse

Factors: We again refer the reader to the Underlying
Assumptions and Limiting Conditions. We repeat that
We are not qualified to determine the presence of
hazardous substances as they affect the site. This
would include, but not be limited to, toxic chemicals,
radon gas, methane, etc. Unless otherwise stated, the
site is assumed to be unaffected by these
substances.
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Full Cash Values
And Real Estate Taxes: The full cash value and real estate taxes for the
subject parcel are summarized as follows:

Tax Assessment )
2011 Final 2012 Final 2013 Final 2014 Final 2015 Final 2016 Final 2017 Prelim 2018 Prelim
FCV proved  $0 $0 $0 $0 $0 $0 $0 $0
FCV Land $339,500 $339,500 $294,500 $301,150 $485,200 $680,700 $789,600 $670,400
FCV otal $339,500 $339,500 $284,500 $301,150 $485,200 $6080,700 $789,600 $670,400
YoY Change %  -75% % -13% 2% 1% 2% 1% 15%
Assessed FCV  $54,320 $54,320 $47,120 $48,184 $77.632 $103,605 $118.440 $100,560
LPV tal $339,500 $339,500 $294,500 $301,150 $316,208 $332,018 $348,619 $366,050
State Aid $0 $0 $0 $0 $0 $0 $0 $0
o g sl S 5 2SR L s il i - U B
Back Taxes: None.
Special Assessments: None identified other than those included in the
Maricopa County Treasurer’s tax bill.

Improvements: The property currently has chain-link fencing along

the perimeter of the site and water facilities. This
appraisal is based on the hypothetical condition that
the improvements have been removed from the site.
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Assessor’s Plat Map
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Aerial Photograph
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Flood Map
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General Plan Land Use Map

B commercial
" suburban Neghborhoods Offce

I rban Neighborhoods L0 employment
[ Mixed-Use Neighborhoods I  Notural Open Space
I Resorts/Tourism I Developed Open Space (Parks)

@ Developed Open Space (Golf Courses)

o Cpiiles B Cuturalinstitutional or Public Use

24,7 Reglonal Use District
- McDowell Sonoran Preserve

B = =8 Recommended Study Boundary of the McDowell Sonoran Preserve

= = = == City Boundary *. Location not yet determined
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Scottsdale Zoning Map
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HIGHEST AND BEST USE ANALYSIS

Highest and best use is defined as “the reasonably probable and legal use of vacant
land or an improved property that is physically possible, appropriately supported,
financially feasible, and that results in the highest value. The four criteria the highest
and best use must meet are legal permissibility, physical possibility, financial feasibility,
and maximum productivity. Alternately, the probable use of Iagd or improved property—
specific with respect to the user and timing of the use—that ;sadequately supported

and results in the highest present value”.4

This definition applies specifically to the highest and best use 6Y and. Itis to be
recognized that in cases where a site has existin m\provements e highest and best
use may very well be determined to be differen m the existing use.. '-I'he existing use
will continue, however, unless the land valuc-;,n}its highest and best u eds the
total value of the property in its existing use:« iﬁjphed wuth'n thls definition srecognmon
of the contribution of that specific use to communi /

development goals in addition to the wealth maxin
Also implied is that the determinatighiof highest an
appraiser's judgment and analytlca il,@qu that the "Qe determined from analysis
represents an opinion, not a factto b Tou :

On the basis of the pr:?edmg sect:ons\b enere
highest and best use g the subjec ' '__,ﬁs vacant.

As Vacant &

ty is located in an area targeted for suburban neighborhoods.
Th|s ry includes medium small-lot single-family neighborhoods or

subdivisi s Densmes in Auburban Neighborhoods are usually more than one house
per acre, butless than elg t houses per acre. This category also includes some
townhouses and.can also be used for small lot, single-family homes, such as patio
homes. It can be incorporated into neighborhoods near the Downtown area and in, or
adjacent to, other non-reSIdentlaI activity centers. These uses may be used as a
transition between less intense residential areas and non-residential areas, such as
offices or retail centers. The terrain should be relatively flat, or gently sloping, to
accommodate this density. Preservation of environmental features (particularly in desert
settings near the mountains) is a key consideration and in the past has often been
accommodated through master-planned communities or clustering.

n\%rding to the City of Scottsdale General Plan Land Use

4 Appraisal Institute, The Dictionary of Real Estate Appraisal, Sixth Edition (Chicago, lllinois, 2015), page 109.
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Zoning: The subject property is currently zoned R1-43 (Single-Family Residential) ESL
(Environmentally Sensitive Land).

The R1-43 district is intended to promote and preserve residential development. Large
lots are required to maintain a low-density of population. The principal land use is
single-family dwellings and uses incidental or accessory thereto together with required
recreational, religious and educational facilities. Permitted uses include a variety of low-
density residential uses. The minimum lot size is 43,000 square.feet and the maximum
building height is 30 feet. .

The ESL overlay is intended to protect environmentally sén iti ive lands in the city and to
promote the public health, safety and welfare by prowdfng appropriate and reasonable
controls for the development of such lands. Spemjeélly, the ESL Dlstrlct is intended to:

¢ Protect people and property from ha ufous conditions charact;-":‘
environmentally sensitive lands and ttl‘df develop pnt Such ha
rockfalls rollmg boulders other unsta :

ridges and peaks, prime wildlife ha
specimens, significant washes, r{u signi

e Protect ren gab e resources such as water quality, air quality,

soils, and ’,\,t;(_'i'ral vegeta i ::patible land uses.
* Minimize the costs of plbvnalﬁg pub]ic s\grvnces and facilities in ESL District areas
cﬁa§ ts, T, sewer, emergency services, sanitation services, parks,

nd recrea 6n. Costs associated with the design and development of
\ 'lnfrastructure *h\bnvnro%iﬁv:ntally sensitive areas can be higher than costs in other
areas of the city Hue to th unique and fragile nature of such lands.

. Coﬁ‘sgrve the charéc‘ter of the natural desert. Guide the location and distribution
of meaningful on-lét and common tract open space and protect sensitive
environmental features to sustain the unique desert character found in ESL
District areas.

e Recognize and conserve the economic, educational, recreational, historic,
archaeological, and other cultural assets of the environment that provide
amenities and services for residents and visitors.

e Assure that decisions regarding development in environmentally sensitive areas

are based on complete and accurate information about the environmental
conditions including drainage features and probable development impacts.
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¢ Minimize the impacts of development by controlling the location, intensity,
pattern, design, construction techniques, and materials of development and
construction.

¢ Retain the visual character of the natural landscape to the greatest extent
feasible by regulating building mass, location, colors, and materials; grading
location, design and treatment; and landscaping design and materials.

¢ Maintain significant open spaces which provide view oorridors buffers, protect
landmarks and large boulders, and prime wash hapitats by preserving these
features in their natural state to maintain the C|tys umque desert setting.

» Protect environmentally sensitive lands, while also recognl\zl@ the legitimate
expectations of property owners and the city's overall economic goals

e Encourage innovative planning, desu and construction techmques for
development in environmentally sensiti area§,.

The ESL overlay allows the uses a&ﬁwpd in the un\ag ymg zoning; however, places
additional development standards i minimum n space requirements
(approximately 20% to 25% for the s bject bmperty lowe bulldlng heights and other
standards.

Likelihood of Zonin ec
perty to the east is being rezoned R1-18 or

the north is zoned, R1
R1-10, ESL. The} nmperty east ;hat is zoned R1-18 ESL. Recognizing the zoning of

these nearby prope‘?tkes, |t |s rﬁyoptmon that a zoning change to R1-18, or R1-10, ESL
is Ilkely

pject 33-foot Govemment Land Office (GLO) easements
Wwest property lines; 10-foot public utility easements along the

ide ¢ Tthe property and bisecting the southern portion of the site. We have not
been prow with a title re port We know of no other atypical easements,
encroachments or restrictions.

Based on this information, it is our opinion that the most likely legally permissible use of
the subject property is to rezone for development of a residential use consistent with the
general plan and the other residential uses in the immediate area.

Physically Possible

The subject site is a 136,888 square foot parcel of land with slightly sloping topography
(with the exception of the berm around the existing water facility). Land uses in the
immediate area of the subject property are undeveloped land and residential uses.
Electricity, telephone, water and sewer services are available at the property. The
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property has access from Shea Boulevard via an easement across the property to the
south and the potential for access across the property adjacent east. Recognizing the
location adjacent to existing single-family uses and adjacent to a property that is being
planned for development of a single-family subdivision, the most likely physically
possible use of the property is to rezone for development of a single-family residential
subdivision. Therefore, it is our opinion that the most likely legally permissible and
physically possible uses of the subject property is to rezone for development of a single-
family residential subdivision.

Financially Feasible

The most likely legally permissible and physically pos3|ble uses of the subject site, as
vacant, is to rezone for development of a smgle—famlly residential bdivision. The
economy and real estate market conditions havedmproved in the Pt enix area over the
last few year. Vacant sites are being acqmred for development of a variety of uses
including single-family residential uses. Basé on the on-geing developme it of
residential uses the immediate area, it is our 0 pinion that IIeveIopment of the subject
property with a single-family subdivision is finan yféas'ble Therefore, it is our
opinion that the most likely financially feasible use of the subject property is to rezone
and develop the site with a single- ? mily residential shbdwnsnon

Maximally Productive

The most likely fi nanc;a1ly feasible use of he subject site'is to rezone and develop the
site with a single-f; n‘ifly residential subdivi on It is our opinion that no other use would
provide a greatera%hm to the site. Therefore, it is our opinion that the maximally
productive and hlgh st and bes _;lse of the subject property, as vacant, is to rezone and
develop the site with gngle*famﬂy residential'subdivision.
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VALUATION

Typically, real estate can be valued by applying three approaches, i.e., the Cost
Approach, the Sales Comparison Approach, and the Income Capitalization Approach.
Each of these approaches are defined and discussed as follows:

Cost Approach

The Cost Approach is defined as “a set of procedures thfough which a value indication
is derived for the fee simple estate by estimating the current cost to construct a
reproduction of (or replacement for) the existing s)rupture mcludlhg an entrepreneurial
incentive or profit; deducting depreciation from the total cost; and adﬂl\e the estimated
land value. Adjustments may then be made to the indicated value of th fee simple
estate in the subject property to reflect the value of the property interest Bbing
appraised”.5

This approach in appraisal analysisfis:based on the proposition that the informed
purchaser would pay no more than éﬁost of producin 'a substitute property with the
same utility as the subject property. Itis pBWQulady applicable when the property being
appraised involves relatively new imp vement \(hﬁttepre nt the highest and best use
of the land or when relatively unique or special improvements are located on the
site and for which ther ‘exist  comparable bhopertles on the market. This is
sometimes referredfo as Valhoyn Use or a value of a particular property for a specific
use, i.e., Special {ﬁpose Valug \

Sales Comparison Ihsprodch

S: S compaﬁ appr oh is defined as “the process of deriving a value indication
B 'S ubject prope oompanng sales of similar properties to the property being

ed, identifying a ropnat\e units of comparison, and making adjustments to the

sale price A(or unit prices) as appropnate) of the comparable properties based on

relevant, arket-denved éléments of comparison. The sales comparison approach may

be used to value lmproveﬂ properties, vacant land, or land being considered as though

vacant when an adequate supply of comparable sales is available”.

Traditionally, this is an appraisal procedure in which the market value estimate is
predicated upon prices paid in actual market transactions and prices asked in current
listings. It is a process of analyzing sales of similar recently sold properties in order to
derive an indication of the most probable sales price of the property being appraised.
The reliability of this technique is dependent upon (a) the availability of comparable
sales data; (b) the verification of the sales data; (c) the degree of comparability or extent

5 Appraisal Institute, The Dictionary of Real Estate Appraisal, Sixth Edition (Chicago, lllinois, 2015), page 54.
6 Appraisal Institute, The Dictionary of Real Estate Appraisal, Sixth Edition (Chicago, lllinois, 2015), page 207.
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of adjustment necessary for time differences; and (d) the absence of atypical conditions
affecting the sales price. It is sometimes referred to as Value in Exchange or the value,
in terms of money, of real estate in a typical market.

The Income Capitalization Approach
The Income Capitalization Approach is defined as “specific appraisal techniques

applied to develop a value indication for a property based on lts 5 earning capability and
calculated by the capitalization of property income.””

The Discounted Cash Flow Analysis is defined as “the pr Ce ure in which a discount
rate is applied to a set of projected income streams a qnd arev |on The analyst
specifies the quantity, variability, timing, and duratioh of the i income streams and the
quantity and timing of the reversion, and dlsooupt§ each to its presen Value ata
specified yield rate”.8

’\
<

Final Reconciliation
Final Reconciliation is defined as “the last phase in't ‘development of a value opinion
in which two or more value indications 1S derived from t data are resolved into a final
value opinion, which may be either arz 'e value |n tion to a benchmark, or a
single point estimate”.? In the final recan ‘the report, the valuation
approaches are evaluated as to their pertinence ?and rellabullty to the appraisal problem.
This analysis results mé‘ﬂhal '_, lue estimate’.

For valuation of t SUbject proper
approaches to val GQ owevery
is not an appropnate ua;ldn methodology. | Greover sites similar to the subject site,
as if va 2 ,;typlca ' 'f"i acquired and sold based on their income; therefore, the

income@pproach is fot an
we use "bnly the sal&’ébmpa

V5

propnate valuation methodology. Thus, for this analysis,
n approach to value.

7
A

7 Appraisal Institute, The Dictionary of Real Estate Appraisal, Sixth Edition (Chicago, lllinois, 2015), page 115.
8 Appraisal Institute, The Dictionary of Real Estate Appraisal, Sixth Edition (Chicago, lllinois, 2015), page 66.
9 Appraisal Institute, The Dictionary of Real Estate Appraisal, Sixth Edition (Chicago, lllinois, 2015), page 91.

Landpro Valuation File Number 17.0146 Page 45



SALES COMPARISON APPROACH

The sales comparison approach is an approach through which an appraiser derives a
value indication by comparing the property being appraised to similar properties that
have been sold recently, applying appropriate units of comparison and making
adjustments, based on the elements of comparison, to the sale pnces of the
comparables.

Traditionally, this is an appraisal procedure in which the mar!,(et value estimate is
predicated upon prices paid in actual market transactio s and. rices asked in current
listings. It is a process of analyzing sales of similar redently sold perties in order to
derive an indication of the most probable sales pricé of the propegly\.pemg appraised.
The reliability of this technique is dependent up n(a) the availability of comparable
sales data; (b) the verification of the data; (c). b degree of comparability
adjustment necessary for time differences;
affecting the sales price. It is sometimes refe
in terms of money, of real estate in a typical ma

addition, the physical characteristics y
improvements affect land use and val charagteristics of a parcel of land
that an appraiser may consider : pﬁV ew.amenity, access and utilities.
Topographical chara “include the Iz '_% conto:‘r\grade and drainage. Land
value must always,i %nsudergjn terms _hlghest and best use.

‘ 4

the @vallabllg:f utilities, and site

Overview of the Search for Qomparable Sa es Information

Emphasrs wasnlaced up selectlng relatrvely recent transactions involving
@Btes Q"h s’idered to be similar to the subject properties in terms of
rty ri 1, zo classifications, and development time horizons.

) our search for ¢ parable properties was initially concentrated within the
Immediate vicinity, it was necessary to expand the scope of research to
encompas areas outsrd bf the subject’s immediate area.

Nonetheless, although differing somewhat in terms of location, it should also be noted
that the comparables are still considered to be generally similar in terms of their
development time horizons. Similarly, we also sought to ensure the homogeneity of the
comparables and the subject property through a careful consideration of certain other
factors. Accordingly, although differing in certain respects, it will be observed that the
comparables used within our analysis are generally comparable with the subject
property in terms of many physical attributes. We believe that the comparables included
within this analysis are consistent with the subject’s highest and best use, and are
representative of the range of indications of value within which the subject properties
could be placed.
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Selection of Appropriate Units of Comparison

Although alternative units might be employed, when utilizing the sales comparison
approach for parcels of land of this size, the predominant unit of comparison is the sales
price per square foot of land area. During the research process, market participants
clearly indicated that this unit of comparison is the primary unit used in the negotiation
process. Accordingly, for the purpose of this report, the sale price per square foot of
land is used.

Analysis and Comparison of Comparable Sales

Typically, comparable sales are analyzed using a coQOatlon bfquantltatnve and/or
qualitative comparative techniques. In applying quantitative adjusttsent techniques,
mathematical processes are used to identify tho ggﬁéms of comparison that require
adjustment and to measure the amount, if any;'of the indicated adjus t(s). Analytical
techniques commonly utilized to measure q ‘ itative adj §tments inclu lered data
set analysis, statistical analysis, graphic anal ,,},t,rend 1alysis, cost-related analysis
and secondary data analysis. However, althoug Nthes ,_ﬁchmques are theoretically
sound, their use is somewhat limited because of th iu iperfect nature of the real estate

market and the lack of sufficient m l{(et data to quan tify adjustments.

Therefore, in this analysis, in those m§§ances ere an ad]l%‘nent could not

reasonably be quantified,a qualltatlve ique ;wgs?usgd tead; or more specifically,
a relative compansona ¢ “'ﬁ‘c- rison 5h’a|ysns the appllcable elements
of comparison for compa
is inferior, superiof equal to
comparison. After all. of the a

‘ ble _eleme S s of comparison are analyzed, a net

relative value mdlcatl of ea 'comparable sale is concluded. Based on this relative
value mQ: N the comparable sales are then reconciled into a value indication by
arrayl ré'l‘aﬁ\ve to the "subject property.

In tﬁls\valuatlon analys s, the aajugtment categories for which quantifiable adjustments
could reasonably be made will be analyzed first. Following this analysis will be a
summary of the quantifiabl e adjustments and the adjusted value indications of each of
the oompara\ble sales. The  analysis and summary of quantifiable adjustments will then
be followed by a relativé comparison analysis of the remaining elements of comparison.

Quantitative Adjustments

Those adjustment categories for which market derived information is considered to be
able to support quantifiable adjustments include such factors as:

Real Property Rights Conveyed
Financing Terms

Conditions of Sale

Market Conditions (Date of Sale)
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Qualitative Adjustments

Those adjustment categories for which available market information is more
appropriately considered to support a relative comparison analysis include the following:

Location

Physical Characteristics (size, topography, off-site improvements, etc...)
Intended Use

Economic Characteristics

Non-Realty Components of Value

Description of Vacant Land Comparables

Presented on the following pages are data shéets for each of the compa(ables
examined, as well as a map showing the location of each gomparable with'réspect to
the subject property. Following the comparabl‘é data sl)eets is a detailed discussion of
the application of the sales comparison approach and the value indications derived.
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Comparable Land Sales Map
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Comparable Land Sale One

Identification

Type:
Location:

Tax Parcel Numbers:

Sale Data

Sale Price:

Terms:

Unit Price:

Date of Recordation:
Grantor/Seller:

Grantee/Buyer:
Instrument:
Instrument Number:
Conditions of Sale:
Marketing Period:
Confirmation:

Site Data

Shape/Dimensions:
Area:

Topography:
Zoning/Restrictions:
Flood Zone:

West from 128t Street

South Shea Boulevard

Residential land

At the southwest corner of Shea Boulevard and 128t
Street, Scottsdale, Arizona

217-32-010 And 011

$2,580,000

All cash to seller

$7.24 Per square foot

January 5, 2016 (November 2015 sale date)
Joseph & Dorothy Hong Trustees and George &
Winnie Reimann Trustees

BASIS Schools, Inc.

Warranty Deed

2016-0004971 and 2016-0004972

Typical

Less than one year

CoStar, public records, buyer, and inspection

Nearly rectangular

356,111 Net square feet/8.1752 net acres
Level and at grade with surrounding properties
R1-43 ESL, City of Scottsdale

Zone X
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Noise Zone:
Off-Sites:

Lot Type:
Utilities:
Frontage:
Traffic Count:

Improvements:
Comments:

Intended Use

None

Mostly installed along Shea Boulevard, partially
installed along 128" Street

Corner

Water, sewer, electricity and gas

619+ Feet along Shea Boulevard and 550+ feet along
128" Street

38,374 V.P.D along Shea Boulevard

None

This property is located in a residential area in
Scottsdale. The property was purchased by a charter
school organization. After purchasing the property,
the buyer began construction of a charter school. The
property was subject to GLO and other easements
that were removed or accommodated by the buyer.

Charter school

__Aerial Photo

ERSHEARBLVE
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Comparable Land Sale Two

Identification

Type:
Location:

Tax Parcel Numbers:

Sale Data

Sale Price:

Terms:

Unit Price:

Date of Recordation:
Grantor/Seller:
Grantee/Buyer:
Instrument:
Instrument Number:
Conditions of Sale:
Marketing Period:
Confirmation:

South from Shea Boulevard

Residential land

On the south side of Shea Boulevard and the north
side of North Lane, west of 110" Street, Scottsdale,
Arizona

217-34-021R And 021S

$1,000,000

All cash to seller

$6.86 Per square foot

January 6, 2017 (July 2016 sale date)
JV Brown Realty, Inc. and Five Lots, LLC
GNR Holdings, LLC

Special Warranty Deed

2017-0014247

Typical

Approximately 218 days

CoStar, public records, broker and inspection
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Site Data

Shape/Dimensions:
Area:

Topography:
Zoning/Restrictions:
Flood Zone:

Noise Zone:
Off-Sites:

Lot Type:
Utilities:
Frontage:
Traffic Count:
Improvements:
Comments:

Intended Use

&
£
£
z

Nearly rectangular

145,752 Net square feet/3.3460 net acres

Level and at grade with surrounding properties

R-3 (rezoned to R1-35 by buyer), City of Scottsdale
Zone X

None

All installed along Shea Boulevard and partial off-sites
along North Lane

Interior

Water, sewer, electricity and gas

530+ Feet along Shea Boulevard

39,186 V.P.D along Shea Boulevard

None

This property was vacant at the time of sale with no
improvements. The property is subject to a scenic
corridor easement and a private electric line
easement along the north side of the site, and a
public utility easement along a portion of the south
side. The buyer rezoned the property and obtained
entitlements for 9 single-family residential lots.

Residential. The buyer plans on building 9, single-
family homes on the site (2.69 du/net acre).

Aerial hoto

f

; v P e -
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Comparable Land Sale Three

East from 124" Street

Identification

Type:
Location:

Tax Parcel Numbers:

Sale Data

Sale Price:

Terms:

Unit Price:

Date of Recordation:
Grantor/Seller:
Grantee/Buyer:
Instrument:
Instrument Number:
Conditions of Sale:
Marketing Period:
Confirmation:

Site Data

Shape/Dimensions:
Area:

Topography:
Zoning/Restrictions:
Flood Zone:

Noise Zone:

North from Shea Boulevard

Residential land

At the northeast corner of 124t Street and Shea
Boulevard, Scottsdale, Arizona

217-29-029, 030B And 031

$6,000,000

All cash to seller

$9.64 Per square foot

May 5, 2015 (May 2014 sale date)
Shea 124 Investments, LLC

K. Hovnanian at Sunrise Trail, LLC
Special Warranty Deed
2015-0315290

Typical

Less than one year

CoStar, seller, public records, and inspection

Nearly rectangular

622,193 Net square feet/14.2836 net acres

Level and at grade with surrounding properties
R1-7 And R1-18, City of Scottsdale (at time of sale)
Zone X

None
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Off-Sites: All installed along Shea Boulevard and Sahuaro
Drive, partial off-sites along 124" Street

Lot Type: Corner

Utilities: Water, sewer, electricity and gas

Arterial Frontage: 924+ Feet along Shea Boulevard, 577+ feet along
124" Street and 918+ feet along Sahuaro Drive

Traffic Count: 38,374 V.P.D along Shea Boulevard and 5,901 V.P.D.
along 124" Street. Not counted along Sahuaro Drive.

Improvements: None

Comments: This property was vacant at the time of sale with no

improvements. The property was subject to GLO and
other easements that were removed or
accommodated by the buyer. The property was
rezoned and entitled during escrow.

Intended Use Residential. The buyer plans on building 32, single-
family homes on the site (2.24 du/net acre).

)
F3
=
e
-
=

BE[SHEABLVD HE AY BLVE EJSHEABLVD
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Comparable Land Sale Four

Identification

Type:
Location:

Tax Parcel Number:

Sale Data

Sale Price:
Terms:
Unit Price:

Date of Recordation:

Grantor/Seller:
Grantee/Buyer:
Instrument:
Instrument Number:
Conditions of Sale:
Marketing Period:
Confirmation:

West from 102™ Street

Residential land

102" Street, south of Pine Valley Road, Scottsdale,
Arizona

217-16-908

$2,625,000

All cash to seller

$7.98 Per square foot

November 16, 2016 (November 2016 sale date)
Arizona State Land Department

WestWorld 15, LLC

N/A

N/A

Typical

Less than one year

CoStar, public records, buyer and inspection
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Site Data

Shape/Dimensions:
Area:

Topography:
Zoning/Restrictions:
Flood Zone:

Noise Zone:
Off-Sites:

Lot Type:

Utilities:

Frontage:

Traffic Count:
Improvements:
Comments:

Intended Use

Irregular

328,756 Net square feet/7.5472 net acres

Level and at grade with surrounding properties
R1-10, City of Scottsdale

Zone X

None

Paved road

Interior

Water, sewer, electricity and gas

40.00+ Feet along 102" Street

Not counted

None

This property was vacant at the time of sale with no
improvements. This property has frontage along the
McDowell Mountain golf course.

Residential. The buyer plans to build 15 single-family
homes on the site (1.99 du/net acre).

Aerial Photo
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Comparable Land Sale Five- Current Escrow

Identification

Type:
Location:

Tax Parcel Number:

Sale Data

Sale Price:
Terms:
Unit Price:

Date of Recordation:

Grantor/Seller:
Grantee/Buyer:
Instrument:
Instrument Number:
Conditions of Sale:
Marketing Period:
Confirmation:

North from Shea Boulevard

Residential land

On the north side of Shea Boulevard, west of 124t
Street, Scottsdale, Arizona

217-29-035

$855,000

All cash to seller

$4.35 Per square foot

Current escrow (scheduled to close in June 2018)
Estate of Jalmer Throvald Berg

Blandford Homes

Current escrow

Current escrow

Typical

Less than one year

CoStar, public records, buyer and inspection
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Site Data

Shape/Dimensions:
Area:

Topography:
Zoning/Restrictions:
Flood Zone:

Noise Zone:
Off-Sites:

Lot Type:

Utilities:

Frontage:

Traffic Count:
Improvements:
Comments:

Intended Use

Rectangular

196,680 Net square feet/4.5152 net acres

Level and at grade with surrounding properties
R1-43 ESL, City of Scottsdale

Zone X

None

All installed

Interior

Water, sewer, electricity and gas

323+ Feet along Shea Boulevard

38,374 V.P.D along Shea Boulevard

None

This property was vacant at the time of sale with no
improvements. This property is subject to GLO
easements, a sewer line easement, a drainage
easement and a wash, that will require removal or
accommodation by the buyer.

Residential. The buyer plans on building 8, single-
family homes on the site (1.74 du/net acre)

Aerial Photo

[ESSSHEARBLV,D)

2LINERY

Landpro Valuation File Number 17.0146 Page 59




Land Sales Summary and Adjustment Grid

Land Comparables
Subject 1 2 3 4 5

Sale Price - $2,580,000 $1,000,000 $6,000,000 $2,625,000 $855,000
Size per Sq Ft 136,888 356,111 145,752 622,193 328,756 196,680
Price Per Sq Ft - $7.24 $6.86 $9.64 $7.98 $4.35
Property Rights Conveyed Fee Simple Fee Simple Fee Simple Fee Simple Fee Simple Fee Simple
Total Adjustment - $0 $0 $0 ; $0 $0
Price Adj. For Rights Conveyed - $2,580,000 $1,000,000 $6,000,000 $2,625,000 $855,000
Financing All Cash All Cash All Cash All I All Cash All Cash
Total Adjustment - $0 $0 40 $0 $0
Price Adj. For Financing - $2,580,000 $1,000,000 ”,096,090 $2,625,000 $855,000
Conditions Typical Typical Typical ; ?Vp& g Typical Typical
Total Adjustment - $0 $0 N $o = $0 $0
Price Adj. For Financing - $2,580,000 $1,000,000 $6,000,000 . $2,625,000 $855,000
Market Conditions Apr-17 Jan-16 Jan-A7 May-15 “ Nov-16 In Escrow
Adjustment Factor - 15.00% 1 d@‘x 15.00% £0.00% 0.00%
Total Adjustment - $387,000 00,000 $900,000 Qig b $0
Price Adj. For Market Conditions - $2,967,000 $1,100,000 $6,900,000 $2,625 0 $855,000
Adjusted Price Per Acre 1.09 $7.98 O $4.35
General Location A Typical Superior Typical
Adjustment Factor ~ .4 None Downward None
Lot Type GTARs Comer Interior Interior
Adjustment Factor . Downward None None
Size Sq Ft 145,752 ‘{; - 622,193 328,756 196,680
Adjustment Factor None . None None None
Utilities ' B E,T,W,S E,T,W,S
Adjustment Factor None None
Off-Site Improvements Similar Similar
Adjustment Factor None None
Topography Superior Similar
Adjustment Factor Downward None
Improvements Minimal None
Adjustment Factor None None
Flood Zone X X
Adjustment Factor None None
Zoning/Potential Use R1-7, R1-18/Res R1-10/Res R1-43/Res

Downward Downward None

Dow d D ard None

Quantlﬂﬁh!o.,Adjustmen}p

% -
Property ngﬁtg Conveyed: This is an appraisal of the fee simple interest in the
parcel. The fee-simplé interest was conveyed in each of the comparable sales;
therefore, no adjustments are indicated for property rights conveyed.

Financing Terms: All of the comparables, sold for all cash to the seller, indicating no
adjustment for financing terms.

Conditions of Sale: All of the comparables appear to have sold under typical
conditions of sale, indicating no adjustment.

Market Conditions: The effective date of the appraisal is April 20, 2017. The
comparable sales closed between May of 2015 and January of 2017 with one sale
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currently in escrow. The reported escrow dates varied between 1 and 12 months. As
discussed in the market area analysis section of this report, according to the Phoenix
Arizona Research & Forecast Report by Colliers International for land in the Second
Half of 2016, “sales of land parcels for residential uses spiked by more than 55 percent
from the first half of 2016 to the second half. This surge in the second half caused total
transaction activity in 2016 to outpace the 2015 total by 5 percent...Prices of land for
residential development dipped in the second half of 2016, with the median price falling
14 percent from the first half of the year. The median price was $3.10 per square foot in
the second half. Even after a dip in the second half, the mediaf price in residential land
sales for 2016 was $3.39 per square foot, 50 percent hlghpr than the median price in
2015

Recognizing these market conditions, Comparables 1 2and 3 are\‘ djusted for market
conditions. Comparables 4 and 5 are more recent sales and are no adjusted for market
conditions.

Qualitative Adjustments

Comparable Land Sale 1 is the January 5, 2016 ‘@?a 356,111 square foot (8.1752
acre) parcel of land located on the § fi!thwest corner of Shea Boulevard and 128" Street
in Scottsdale for $2,580,000, or $7.2: pe? square foot o area. After an upward
adjustment for market conditions, this ' as an Ggasted sale price of $8.33
per square foot. This oomparable is suffici rtpjhe ubject based on general
location, size, utilities, ff-site improvemer a!mproven\\@ﬁts flood zone, and
zoning/potential usefon j nts. This comparable has a corner lot type
and superior topog ;é‘\‘- g downw 'lﬂ adjustments. Overall, it is our opinion
that this comparable | __§uperig gg;g subje dicating net downward adjustments,
and a unit value for the Sub)e‘d f bél‘ly-belo 8.33 per square foot.

[ Sale 2 i \sﬁ‘e January 6, 2017 sale of a 145,752 square foot (3.3460
: ""_’ the south side of Shea Boulevard and the north side of

ane, west of 110" Streetin Scottsdale for $1,000,000, or $6.86 per square foot
of sute érba After an upw§rd adju§tment for market conditions, this comparable has an

ad]usted e price of $7.55 per square foot. This comparable is sufficiently similar to
the subject based on gen ral location, lot type, size, utilities, off-site improvements,
improvements, ﬂgod zone, and zoning/potential use to not require adjustments. This
oomparable has superior topography, indicating a downward adjustment. Overall, it is
our opinion that this eomparable is superior to the subject, indicating net downward
adjustments, and a unit value for the subject property below $7.55 per square foot.

Comparable Land Sale 3 is the May 5, 2015 sale of a 622,193 square foot (14.2836
acre) parcel of land located at the northeast corner of Shea Boulevard and 124" Street
in Scottsdale for $6,000,000, or $9.64 per square foot of site area. After an upward
adjustment for market conditions, this comparable has an adjusted sale price of $11.09
per square foot. This comparable is sufficiently similar to the subject based on general
location, size, utilities, off-site improvements, improvements and flood zone to not
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require adjustments. This comparable is a corner lot type and superior topography and
superior zoning, indicating downward adjustments. Overall, it is our opinion that this
comparable is superior to the subject, indicating net downward adjustments, and a unit
value for the subject property below $11.09 per square foot.

Comparable Land Sale 4 is the November 16, 2016 sale of a 328,756 square foot
(7.5472 acre) parcel of land located along 102" Street, south of Pine Valley Road in
Scottsdale for $2,625,000, or $7.98 per square foot of site area, This comparable did
not require any quantitative adjustments. This comparable is /spﬁ‘icaently similar to the
subject based on lot type, size, utilities, off-site improvements, improvements, and flood
zone to not require adjustments. This comparable has a %ubaﬂor general location
(away from an arterial roadway and adjacent to a golf mume)%nd superior topography
and superior zoning, indicating downward adjustml\gnts Overall, itis our opinion that
this comparable is superior to the subject, indi gg a net downwart ualitative
adjustment, and a unit value for the subject pr erty below $7.98 per s uare foot.

Comparable Land Sale 5 is the current escroW fa 196,680 square foot (4 51 52 acre)
parcel of land located along the north side of Shez Bg\iieVard west of 124" Street in
Scottsdale for $855,000, or $4.35 per.square foot of Site area. This comparable did not
require any quantitative adjustmenlg This oomparab is sufﬁcuently similar to the
subject based on general location, | utllltles\pff-&te improvements,
topography, improvements, flood zon and zo’~ g/po _tentlal use to not require
adjustments. Overall, it isour opinion that this€o pa rable i is similar to the subject,
indicating no net downward ad[t\rstments @ ‘a unit value for the subject property near
$4.35 per square f9 t.

‘ ‘ A

Reconciliation ofVQlue Indlpgllbns \
A

To concl g avalue fothe subject S|te the subject and comparables are arrayed in the
follo o

Army by Net Relative Rating

s Net Adjusted
L Sale Adjustment Unit Price
3 Downward $11.09
1 Downward $8.33
4 Downward $7.98
2 Downward $7.55
Subject - -
5 None $4.35

Based on this array, the comparable sales indicate a value for the subject property
below comparables 1, 2, 3 and 4 (below $11.09, $8.33, $7.98 and $7.55 per square
foot) and near the sale price of Comparable 5 (near $4.35 per square foot) .
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Therefore, based on the indications of the comparable sales, it is our opinion that the
subject property has a value of $4.35 per square foot. Based on this unit value
conclusion, the overall value of the subject site is calculated as follows:

136,888 Square Feet X $4.35 Per Square Foot = $595,463
Rounded to $595,000

We have considered an adjustment to the property for the Government Land Office
(GLO) easements along the north, east and west sides of the. sue Comparables 1, 3
and 5 were impacted by similar easements and were ehmmated while entltlements were
obtained for the planned use. Recognizing that these propel'tlgs has similar easements,
no further adjustment is made to the comparables for the GLO éasements

Therefore, based on the sales comparison approach, it is our oplnlon that the market
value, as vacant, of the subject property as of the effective date of the appralsal is

$595,000, rounded. 4 :
grad s
v 4
“Y Y .l\ S
) -
< ('—A \
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RECONCILIATION AND FINAL VALUATION ESTIMATE

Reconciliation is the process whereby the appraiser evaluates and selects from among
alternative conclusions or indications, a single conclusion of value. An orderly
connection of interdependent elements is a prerequisite of proper reconciliation. This
requires a re-examination of specific data, procedures, and techhiques within the
framework of the approaches used to derive preliminary estl}uﬁes Each approach is
reviewed separately by comparing it to the other approachés to value in terms of
adequacy, accuracy, completeness of reasoning, and o erall rehablllty

Within the scope of this report, all three approach s ;o value have en considered;
however, as the subject property is vacant land,4 1e cost approach tovalue was not
considered to be applicable in this case. Smulaﬂy, as the subject propﬁgts not
considered to be capable of being leased af'a rental rate which would a fair
return to the land (and is not expected to be:\)\s%to do 80 in the foreseeable future), the
income capitalization approach to value was also't onsidered to be applicable to this
report. Therefore, only the sales oqﬁlpanson approact lto value was used.

In the valuation of the subject prope we ‘allalyzed saisof four sales and one escrow
of comparable properties. We used a mbnna ofguant‘ltthe and qualitative
comparative techniques to compare the'sale the ject property. After analysis,
the comparable sale ﬁ'bvlded reliable indication of va lje for the subject property.
Furthermore, the val e conclus%n is supported based on listings of other land in the
area. y \

\ \

Therefore, yylth exclusTve emphasns on ﬂje sales comparison approach, it is our opinion
that the m arket value, asx‘ cant, of the fee simple interest in the subject property, as of
of the aﬁbralsal is 595 000, or $4.35 per square foot.

Expos ire Period

b
Exposure nod is defi nea as “the estimated length of time the property interest being
appraised would have beéen offered on the market prior to the hypothetical
consummation of a salé at market value on the effective date of the appraisal; a
retrospective estlmate based upon an analysis of past events assuming a competitive
and open market. Exposure time is always presumed to occur prior to the effective date
of the appraisal. The overall concept of reasonable exposure encompasses not only
adequate, sufficient and reasonable time but also adequate, sufficient and reasonable
effort. Exposure time is different for various types of real estate and value ranges and
under various market conditions.”1? Based on other sales in the area, it is our opinion
that the subject property could have been sold in twelve months or less.

1()Appraisal Standards Board of The Appraisal Foundation, Statement on Appraisals Standards No. 6, “Reasonable
Exposure Time in Real Property and Personal Property Market Value Opinions”
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ADDENDA

e Subject Photographs

e Appraiser's Qualifications




Subject Photographs

North from southeast corner of site West from eastern edge of site

West from northeast corner of site

Southwest from eastern edge of site

East along Shea Boulevard West along Shea Boulevard



Appraiser’s Qualifications




Professional Qualifications of J. Douglas Estes, MAI, SR/WA
Professional Certification, Designations and Associations
¢ Arizona Certified General Real Estate Appraiser Number 30821

e MAI, Appraisal Institute, Certificate Number 11429
e SR/MWA, International Right of Way Association, Designation Number 5641

Experience

Firms

° 2014—Present Real Estate Appraiser and Owner, vl.andpro Valuatlon, Mesa AZ
o 1998—2014, Real Estate Appraiser for Sell & _" iates, Tempe, AZ

e 1994—1998, Real Estate Appraiser for Sell, Hui&\ & Assocnates Tempe, AZ

e 1993—1994, Appraisal Researcher for R.H. Wimlatch & jiates, Yuma, Aljzona
» 1989—1993, Construction Estimator for Estes 1n§ulat|or), ma, Arizona
Property Types/Assignments y \“’

o Expert Witness Testimony - ¢ DesertLand

¢ Industrial Buildings . _,ﬁgpgultural Land

* Retail Buildings \ ¢ Ranches

» Gas Stations and Convenienge Stores ' < s Mobile Home and RV Parks

e Environmentally inatedProperty ¢ Single-Family Residences

e nghts-of-Way 6’ Easements | e Funeral Homes

. dential Propefties \* . Auto Service Facilities

. ns .« £ e Auto Sales Facilities

. ical ﬁuildln"'s\-f : » Sand and Gravel Land (Mine)
. rd 85 & o Feasibility Studies

< aNSp i d Utility ée(ggors ¢ RV and Boat Storage Facilities
o Le §ed Fee AnalysisValuatio ¢ Partial Interest Valuations

» Mini-Storage Facilities \ ¢ Master Planned Communities
e Hlst'gc\grppemes e Partial Taking Valuations

¢ Professional Office Buulgi}ngs e Transit Warehouses

» Section 8 Rent Comparability Studies ¢ Commercial Subdivisions

Geographical Areas

e Arizona e Mexico

e California ¢ Gila River Indian Community

e Utah ¢ Navajo Nation

e New Mexico ¢ Salt River Pima Maricopa Indian
e Nevada Community




Litigation Assignments

¢ Eminent Domain e Foreclosure

e Bankruptcy o Real Estate Taxes
¢ Divorce ¢ Insurance Claims
¢ Income, Gift and Estate Taxes e Fraud

Education

¢ Bachelor of Science, Business Management-Finance, Cum Laude Marriott School of
Management, Brigham Young University, 1989

Professional Courses and Seminars

IRWA Course 103, Ethics and the Right of Way | ﬁd’bfessnon 2012
Condemnation Summit IX, Phoenix, 2011 <
Al Seminar, Introduction to Valuation for Flnaﬁﬂg Repomﬁg Phoenix, 2011 ?
Condemnation Summit VII, Phoenix, 2010 ' ;

State Bar of Arizona Annual Convent

State Bar of Arizona Annual Conventi
IRWA Course 502, Busmess Relocatic

Basics for the ROW Professional, Phoenix, 2009
RE: Here We Go Again, Mesa, 2009

IRWA Course 214 Sl 'Ils of Expen Testlmony. Phoemx 2004

Al Seminar, Onllne Valuation of Detrimental Conditions, Online, 2003

Al Course 420N, Business Practices and Ethics, Tempe, 2003

IRWA Course 802, Legal Aspects of Easements, Phoenix 2003

Al Course 410, Standards of Professional Practice, Part A, Tempe 2003

Al Course 705, Litigation Appraising: Specialized Topics and Applications, Tempe 2002
Al Course 817, Appraiser as Expert Witness: Preparation and Testimony, Tempe 2002
Al Course 720, Condemnation Appraising: Advanced Principles, Tempe 2000

Al Course 710, Condemnation Appraising: Basic Principles, Tempe 2000
Comprehensive Appraisal Workshop, Dallas, Texas, 1996

Al Course 550, Advanced Applications, San Diego, California, 1996



Al Course 540, Report Writing & Valuation Analysis, San Diego, California, 1995
Al Course 530, Sales Comparison & Cost Approaches, Boulder, Colorado, 1995
Al Course 420, Code of Professional Ethics, Las Vegas, Nevada, 1995

Al Course 410, USPAP, Las Vegas, Nevada, 1995

Al Course 520, Highest and Best Use and Market Analysis, Tempe, AZ, 1995

Al Course 510—Advanced Income Capitalization, San Jose, California, 1994

Al Course 1,350—Basic Income Capitalization, San Diego, California, 1993

Al Course 110—Appraisal Principles, Salt Lake City, Utah, 1993

Other Readings/Studies

Principles of Right of Way (International Right of Way AsSoclatians)

Numerous Eminent Domain Cases

Real Estate Valuation in Litigation, 2nd Edition (Cpl(:ago Appraisal Ingtitute 1995)
The Appraisal of Real Estate (Chicago: Appralsa1 Institute) _

Other Professional & Civic Activities

IRWA Course Facilitator <O

IRWA Kachina Chapter 28 Professional of the Year, 201

IRWA Kachina Chapter Executive Baa d 009 (20 President)
IRWA Kachina Chapter-Seminar Comr -2008 ‘

IRWA Kachina Chapter;gg\_[k_etlng and Rublic ﬁ reness Chalrman 2004-2009
Arizona ManagementGroup. ol ,

Boy Scouts of Am# \\

Instructor for L ﬂnan Educatlor) Serwces \\__

Spanish Speaki g

".
.




QUALIFICATIONS

RYAN W. MELZER

Education

Arizona State University

Mesa Community College

Arizona School of Real Estate

Arizona School of Real Estate

Arizona School of Real Estate

Arizona School of Real Estate

Arizona School of Real Estate

Arizona School of Real Estate

Appraisal Institute
Arizona Appraisers Conference
Arizona Appraisers Conference

Arizona Appraisers Conference

Bachelor of Science Degree, Finance, May 2004

Associates Degree, Business Finance, May 2002

Course 101: Fundamentals of Real Estate Appraisal, Scottsdale,
2004

Course 102: Intermediate / Advanced Appraisal Techniques,
Scottsdale, 2004

Course 103: Income Property Analysis and Valuation, Scottsdale,
2004

Course 104, Part A: Advanced Income Property Analysis and
Valuation, Scottsdale, 2007

Course 104, Part B: Environmental Concerns / American
Disabilities Act / Land Planning & Zoning, Scottsdale, 2007

Uniform Standards of Professional Appraisal Practice,
Scottsdale, 2008

Appraising Distressed Commercial Real Estate, Mesa, 2009
Economic Outlook, Glendale, 2009
Fair Value Accounting, Glendale, 2009

Mortgage Fraud, Glendale, 2009

Professional Affiliations and Appointments

Currently certified as a General Real Estate Appraiser with the State of Arizona,
License no. 31602 (Expires January 31, 2018)

Experience

Currently with KS Appraisal a full service appraisal firm (June 2000 - Present).



Partial List of Property Types:

Have appraised or assisted in the appraisal of the following types of property (proposed and existing):

. Commercial © Industrial

. Single and Multi-Family Residential « Mobile Home and RV Parks
o Shopping Centers © Service Stations

e Mini-Storages . Hotels & Motels

. Office Buildings 3 Subdivisions

. Car Dealerships . Restaurants

. Car Washes . Assisted Living Facilities

. Vacant Land © Transfer Stations
Geographic Area

State of Arizona




