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May 22,2023

The Citizens Bank
1522 Union City Highway
Hickman, KY 42050

Re: Appraisal Report, Real Estate Appraisal
American Sentry Mini Storage Facility with Additional Proposed Units
112 Benton Way
Benton, Polk County, TN 37307
File Name: 8936

To Whom it May Concern:

At your request, | have prepared an appraisal for the above referenced property, which may
be briefly described as follows:

The subject property is improved with a mini storage facility doing business as American
Sentry Mini Storage. Currently, there is one, one-story, metal building with a gross building
area of 15,420+ square feet and a rentable area of 11,000+ square feet with a total of 61

climate-controlled storage units. There are also 22 outdoor spaces; 16 uncovered and 6
covered. The buyer plans to add one new building that will consist of a gross building area of
5,250+ square feet and a rentable area of 4,200+ square feet that will be all climate-controlled.
Per the buyer, the exact number of units has not been determined at this time for the proposed
climate-controlled building. There will also be 40 non-climate-controlled storage pods; 20 -
10 x 10 units and 20 - 10 x 15 units for a gross building area of 5,000+ square feet and a
rentable area of 5,000+ square feet. This will give the proposed gross building area of 10,250+
square feet and a rentable area of 9,200+ square feet. After completion, the total rentable area
will be 20,200+ square feet with a total gross building area of 25,670+ square feet. Therefore,
we will include all spaces that are climate controlled together and all spaces that are to be non-
climate controlled together in the income analysis.

Please reference page 8 of this report for important information regarding the scope of
research and analysis for this appraisal, including property identification, inspection, highest
and best use analysis and valuation methodology.

I certify that I have no present or contemplated future interest in the property beyond this
estimate of value. The appraiser has not performed any prior services regarding the subject
within the previous three years of the appraisal date.

Your attention is directed to the Limiting Conditions and Assumptions section of this report
(page 133). Acceptance of this report constitutes an agreement with these conditions and
assumptions.
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The Citizens Bank
May 22,2023

Based on the appraisal described in the accompanying report, subject to the Limiting
Conditions and Assumptions, Extraordinary Assumptions and Hypothetical Conditions (if
any), [ have made the following value conclusion(s):

Current As Is Market Value:
The “As Is” market value of the Leased Fee estate of the property, as of May 16, 2023, is

$1,430,000
One Million Four Hundred Thirty Thousand Dollars

The market exposure time' preceding May 16, 2023 would have been 3 to 12 months and the estimated
marketing period” as of May 16, 2023 is 3 to 12 months.

Prospective As Complete Market Value:
The “As Complete” market value of the Leased Fee estate of the property, as of November 16, 2023,
is

$2,110,000
Two Million One Hundred Ten Thousand Dollars

The market exposure time preceding November 16, 2023 would have been 3 to 12 months and the
estimated marketing period as of November 16, 2023 is 3 to 12 months.

Prospective As Complete & Stabilized Market Value:
The “As Complete & Stabilized” market value of the Leased Fee estate of the property, as of
November 16, 2024, is

$2,260,000
Two Million Two Hundred Sixty Thousand Dollars

The market exposure time preceding November 16, 2024 would have been 3 to 12 months and the
estimated marketing period as of November 16, 2024 is 3 to 12 months.

Respectfully submitted,
Williamson Group, LLC

Michael Williamson, CG
TN - 2819

! Exposure Time: see definition on page 130.
2 Marketing Time: see definition on page 130.
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Summary of Important Facts and Conclusions

GENERAL

Subject:

Description:

Owner:
Buyer:

Occupancy:

Legal Description:

Date of Report:

Intended Use:

Intended User(s):

American Sentry Mini Storage Facility with Additional
Proposed Units

112 Benton Way

Benton, Polk County, TN 37307

The subject property is improved with a mini storage
facility doing business as American Sentry Mini Storage.
Currently, there is one, one-story, metal building with a
gross building area of 15,420+ square feet and a rentable
area of 11,000+ square feet with a total of 61 climate-
controlled storage units. There are also 22 outdoor
spaces; 16 uncovered and 6 covered. The buyer plans to
add one new building that will consist of a gross building
area of 5,250+ square feet and a rentable area of 4,200+
square feet that will be all climate-controlled. Per the
buyer, the exact number of units has not been determined
at this time for the proposed climate-controlled building.
There will also be 40 non-climate-controlled storage
pods; 20 - 10 x 10 units and 20 - 10 x 15 units for a gross
building area of 5,000+ square feet and a rentable area of
5,000+ square feet. This will give the proposed gross
building area of 10,250+ square feet and a rentable area
of 9,200+ square feet. After completion, the total
rentable area will be 20,200+ square feet with a total
gross building area of 25,670+ square feet. Therefore, we
will include all spaces that are climate controlled
together and all spaces that are to be non-climate
controlled together in the income analysis.

Roy Underwood and/or Ruco, Inc.
Nader Ashchi and/or Success Story Real Estate, LLC

Currently: 100% Tenant Occupied
After Completion: 100% Tenant Occupied

See deed in addenda
May 22,2023

The intended use is for loan underwriting and-or credit
decisions by The Citizens Bank.

The Citizens Bank
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Assessment:

Real Estate Assessment and Taxes

Tax ID Land Improvements Total City County Tax  Taxes
Rate  Rate Rate

045-028.17 $62,200 $261,600 $323,800 $0.77 $2.51 $3.29  $10,640

Sale History: The subject property last sold on June 16, 2020 in the
consideration of $300,000. This was recorded in Deed
Book 323, Page 100 in the Polk County Register of
Deed’s Office. A copy of the deed is included in the
addenda. There have been no other sales in the last three
years. It should be noted that at the time of this sale the
property was simply an empty former Fred’s warehouse.
The current owner converted the property into the storage
facility that it is now.

Current

Listing/Contract(s): List Price $1,650,000
List Date 1/20/2023
Days On Market 118
Property Rights Fee Simple
Owner Roy Underwood and/or Ruco, Inc.
Listing Agency Teresa Mustar
Listing/MLS # 20230274
Verification Source Bridge Property Management
Group

Current Contract(s): Contract Price $1,430,000
Date of Contract May 1, 2023

Contract Buyer

Property Rights
Financing Terms
Conditions of Sale
Verification Source

Nader Ashchi and/or Success
Story Real Estate, LLC

Fee Simple

Normal

Normal

Purchase Agreement

A copy of the purchase agreement is included in the
work file if needed for further clarification.

Land:
Land Summary
Parcel ID Gross Land  Gross Land Area  Usable Land Usable Land Topography Shape
Area (Acres) (Sq Ft) Area (Acres) Area (Sq Ft)
045-028.17 2.35 102,366 2.35 102,366 Basically Level  Roughly rectangular
Williamson Group, LLC




Improvements:
Building Summary

Building Name/ID Year Built Condition Number of Gross Building  Rentable
Stories Area Area
Existing Climate-Controlled Storage Bldg. 2007 Average 1 15,420 11,000
Proposed Climate-Controlled Storage Building 2023 (proposed) Proposed 1 5,250 4,200
New Non-Climate-Controlled Pods New New 1 5,000 5,000
Totals 25,670 20,200

See area definitions, page 129
Zoning:
Highest and Best Use
of the Site as Vacant:

Highest and Best Use
as Improved:

C-2, Commercial Highway, by the City of Benton,
Tennessee

Commercially developed

Continued use as a self-storage facility

VALUE INDICATIONS

Cost Approach:
Sales Comparison Approach:

Income Approach:
Direct Capitalization

$2,110,000 As Complete

$1,430,000 As Is
$2,260,000 As Complete and Stabilized

$1,430,000 As Is
$2,260,000 As Complete and Stabilized

Reconciled Value(s): Prospective Prospective Market
Market Value, Market Value as Value as Complete
As Is Complete & Stabilized
Value Conclusion(s) $1,430,000 $2,110,000 $2,260,000
Effective Date(s) May 16,2023 November 16,2023 November 16, 2024
Property Rights Leased Fee Leased Fee Leased Fee
Williamson Group, LLC




Scope of Work

According to the Uniform Standards of Professional Appraisal Practice, it is the appraiser’s
responsibility to develop and report a scope of work that results in credible results that are
appropriate for the appraisal problem and intended user(s). Therefore, the appraiser must
identify and consider:

e the client and intended users;

e the intended use of the report;

e the type and definition of value;

e the effective date of value;

e assignment conditions;

e typical client expectations; and

e typical appraisal work by peers for similar assignments.

This appraisal is prepared for The Citizens Bank. The problem to be solved is to estimate
the 'as is' market value and prospective 'as complete' market value of the subject property.
The intended use is for loan underwriting and-or credit decisions by The Citizens Bank.
This appraisal is intended for the use by The Citizens Bank.

SCOPE OF WORK

Report Type: This is an Appraisal Report as defined by Uniform
Standards of Professional Appraisal Practice under
Standards Rule 2-2(a). This format provides a
summary or description of the appraisal process,
subject and market data and valuation analyses.

Property Identification: The subject has been identified by the legal
description and the assessors' parcel number 045
028.17.

Inspection: A complete interior and exterior inspection of the

subject property has been made, and photographs
taken on May 16, 2023. The interior of all of the units
was not inspected.

Market Area and Analysis of

Market Conditions: A complete analysis of market conditions has been
made. The appraiser maintains and has access to
comprehensive databases for this market area and has
reviewed the market for sales and listings relevant to
this analysis. Due to the limited sales available in the
Polk County, TN area, we extended our research into
the surrounding area.

Highest and Best Use Analysis: A complete as vacant and as improved highest and
best use analysis for the subject has been made.
Physically possible, legally permissible and
financially feasible uses were considered, and the
maximally productive use was concluded.

Williamson Group, LLC




Valuation Analyses

Cost Approach:

Sales Comparison Approach:

Income Approach:

Hypothetical Conditions:

Extraordinary Assumptions:

Information not Available:

A cost approach was utilized because while the age of
the improvements that are already there makes the
depreciation difficult to accurately measure once the
renovations are complete. This approach needs to be,
and has been done to help determine and validate if
the project is financially feasible. This approach will
also bring added support to the overall report.

A sales approach was applied as there is adequate data
to develop a value estimate and this approach reflects
market behavior for this property type.

An income approach was applied as the subject is an
income producing property and there is adequate data
to develop a value estimate with this approach.

There are no hypothetical conditions for this
appraisal.

We are making the extraordinary assumption for the
as complete and as stabilized value conclusions that
the proposed improvements will be completed just as
described and that the construction will be performed
in a professional manner. Also, we are assuming that
the property will be complete within six months from
the appraisal effective date and stabilized within one
year after completion. We are also making the
extraordinary assumption that the cost figures
provided in regards to the proposed construction that
were verbally stated by the buyer and seller are
accurate.

The use of any and all extraordinary assumptions or
hypothetical conditions if found to be false may have
a direct effect on the assignment results.

No historical tax returns or income/expense data was
provided for review.

No detailed plans and cost budgets were supplied for
review of the proposed improvements.

Williamson Group, LLC




Definition of Appraised Estates

One or more of the following underlined legal estates or interests are valued in this report.
Definitions of these estates are quoted from The Dictionary of Real Estate Appraisal, Seventh
Edition; published by the Appraisal Institute, copyright 2022.

e Fee Simple Estate "Absolute ownership unencumbered by any other interest
or estate, subject only to the limitations imposed by the governmental powers of
taxation, eminent domain, police power, and escheat."”

e I ecased Fee Estate “The ownership interest held by the lessor, which includes
the right to receive the contract rent specified in the lease plus the reversionary
right when the lease expires."

o Leasehold Estate "The right held by the lessee to use and occupy real estate
for a stated term and under the conditions specified in the lease."

Conceptually, market value of the leased fee estate is the worth of the property to the landlord (the
lessor) as encumbered by terms set forth in a lease or leases. A leasehold estate is the tenant’s (the
lessee's) interest in a property.

The above definition for fee simple estate is the classic legal meaning. A lease is an encumbrance.
If a property is unencumbered, this could be interpreted to mean the property is not encumbered by
lease. Ifthere are no leases for a multi-tenant facility, then the building has no income. Under this

interpretation, the value of the fee simple (VFs) would be less than the value of the leased fee (VLF).
Accordingly, the VFs < VLF because costs must be incurred to find tenants and negotiate leases.

Another interpretation for fee simple estate is a value-oriented definition used by many real estate
appraisers. For valuation purposes, market value ofthe fee simple estate is the worth of the property
assuming it is already leased at market rent to a level of stabilized occupancy. Under this

interpretation, the VFs > VF because costs to find tenants and negotiate leases were already paid.

An extremely important concept in the valuation of leases is the relationship between market rent
or income (IFs)and contract rent, the rent stated in a lease (ILF). Ifthe contract rent is below market
rent (ILF < IFs), the tenant enjoys an advantageous position called a positive leasehold interest.
Then, the value of the leased fee is usually less than the value of the fee simple (VLF < VEs). If

contract rent exceeds market rent (ILr > IFs), then the landlord has an advantage while the tenant
has an unfavorable position called a negative leasehold interest. Then, the value of the leased fee

is usually greater than the value of the fee simple (VLF > VFs).

For valuation purposes in this report, three estates are defined in this
paragraph. Market value of the fee simple estate is defined as the worth of
the subject’s real property to a most probable buyer assuming the property
is already leased to a level of stabilized occupancy at normal market terms
including market rent. Market value of the leased fee estate is defined as
the worth of real property to its current owner as encumbered by terms
specified in one or more leases. Lastly, a leasehold estate is defined as one
tenant's interest in real property as specified by a lease.

Williamson Group, LLC
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Market Area and Property Characteristics

Property values in the vicinity of a subject property are influenced by numerous factors to include
social, economic, governmental and environmental forces. The manner or degree to which these
factors influence property values is often consistent with a geographic area. This area of influence
is known as the market area within which the subject property is located.

The identification of a market area begins with the subject property and proceeds outward, to
include all relevant, actual and potential influences on the property’s value that can be attributed to
its location. The geographical limits of the market area extend far enough to encompass all
influences that the market perceives as affecting the value of the subject property.

Analysis of the market area in which a particular property is located is important due to the act that
the various economic, social, political and physical forces which affect the market area also directly
influence the individual properties within it. Market area analysis also provides a framework, or
context, in which the opinion of property value is developed.

AREA ANALYSIS

Polk County, located in southeast Tennessee, is 23+ miles east of Cleveland, Tennessee, 47+
northeast of Chattanooga, TN and 23+ miles southeast of Athens, Tennessee. Benton is the county
seat of Polk County, Tennessee. It is a small to mid-size rural county with modern growth and
development that has been steadily growing over the last 20 years. The county’s proximity to
Cleveland, Chattanooga and Athens, Tennessee are a few of the main factors in its growth.

Adjacent Counties:
Bradley County (west)
McMinn County (north)
Monroe County (northeast)

Williamson Group, LLC
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TRANSPORTATION

Bordering eight states in the south-central region of the United States, Tennessee is strategically
located to facilitate prompt, efficient and economical transportation to the nation’s principal
markets and population centers. As a major intersection for air, road, rail and waterway
transportation, Tennessee offers accessibility to deep water ports on the Gulf of Mexico and the
East Coast, and is a prime location for both domestic and international commerce.

Source: www.tnecd.gov

Polk County is the county southeastern most county in the State of Tennessee located near the
junction of North Carolina and Georgia. Atlanta, GA and Knoxville, TN are approximately 1 2
hour drive. The major highways in the area are U.S. Highways 64 and State Highway 68. [-75 is
approximately 36 miles west.

AIR: The nearest public use airports are Martin Campbell Field in Copperhill, TN, Chilhowee in
Benton, TN. The nearest commercial airline is Chattanooga's Lovell Field which offers commercial
air service and is 48+ miles west. Airlines serving this airport are US Airways Express, ASA,
Comair, Northwest Airlink and American Eagle.

WATER: The Ocoee and Hiwassee Rivers

RAIL: CSX Railway provides rail access to the Polk County area.

Williamson Group, LLC
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AREA MAP
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Market Area Location and Boundaries

Neighborhoods may be devoted to such uses as residential, commercial, industrial, agricultural, or
a mixture of these uses. The identification of a neighborhood begins with the subject property and
proceeds outward, identifying all relevant actual and potential influences on the property’s value
that can be attributed to its location. The geographical limits of the neighborhood extend far enough
to encompass all influences that the market perceives as affecting the value of the subject property.

Analysis of the neighborhood in which a particular property is located is important due to the fact
that the various economic, social, political, and physical forces which affect the neighborhood also
directly influence the individual properties within it.

LOCATION

The subject is located on the east side of Benton Way just off Welcome Valley Road off Highway
411 in the city limits of Benton, Polk County, Tennessee numerically located at 112 Benton Way.
The neighborhood boundaries are inexact, but generally comprise an area of land uses located
within two and half miles of the subject property or can sometimes be determined by major roads,
railways or other factors.

NEIGHBORHOOD ACCESS, BOUNDARIES AND PROXIMITY

The accessibility to the neighborhood in general and the subject property in particular is average.
The neighborhood is located within close proximity to primary traffic arteries as well as shopping,
restaurants, schools, churches and recreational areas. The primary arteries serving the area are
Waterlevel Highway, Highway 411 and Highway 30.

Infrastructure within the neighborhood is in average condition and does not create any adverse
effect on property values. Secondary roadways within the neighborhood area are primarily two-
lane asphalt paved streets and are maintained by the Polk County and or the National Forest Service.

Williamson Group, LLC 15
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MARKETING AND EXPOSURE TIME

We have researched the local market for similar active and sold comparable to try and determine an
appropriate marketing period for the subject. In speaking to the market participants and through our
research, we have estimated that an appropriate marketing and exposure time for 3 to 12 months.

CONCLUSION

Based on the age and condition of properties within the area, the neighborhood appears to be in the
stabilization phase of the neighborhood life cycle, which is characterized as a stage in which the
market area has gains public favor and acceptance. Also, due to the coming additions and expansions
southwest of the subject in the Bradley County area of Amazon, Olin, Wacker, Whirlpool, and
Volkswagen in Chattanooga they will hopefully have a positive impact on this area as well in the
coming years.

Williamson Group, LLC 21




Location Map
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Property Description

The following description is based on our property inspection, assessment records, property
deed, survey dated July 12, 2007, prepared by Doyle A. McCracken and information
provided by the owner, buyer and client.

Land Summary

Parcel ID Gross Land  Gross Land Area  Usable Land Usable Land Topography Shape
Area (Acres) (Sq Ft) Area (Acres) Area (Sq Ft)
045-028.17 2.35 102,366 2.35 102,366 Basically Level ~ Roughly rectangular
SITE
Location: The subject is located on the east side of Benton Way just off

Current Use of the
Property:

Site Size:

Shape:

Frontage/Access:

Welcome Valley Road off Highway 411 in the city limits of
Benton, Polk County, Tennessee numerically located at 112
Benton Way.

The subject property is improved with a mini storage facility
doing business as American Sentry Mini Storage. Currently,
there is one, one-story, metal building with a gross building
area of 15,420+ square feet and a rentable area of 11,000+
square feet with a total of 61 climate-controlled storage units.
There are also 22 outdoor spaces; 16 uncovered and 6 covered.
The buyer plans to add one new building that will consist of a
gross building area of 5,250+ square feet and a rentable area of
4,200+ square feet that will be all climate-controlled. Per the
buyer, the exact number of units has not been determined at
this time for the proposed climate-controlled building. There
will also be 40 non-climate-controlled storage pods; 20 - 10 x
10 units and 20 - 10 x 15 units for a gross building area of
5,000+ square feet and a rentable area of 5,000+ square feet.
This will give the proposed gross building area of 10,250+
square feet and a rentable area of 9,200+ square feet. After
completion, the total rentable area will be 20,200+ square feet
with a total gross building area of 25,670+ square feet.
Therefore, we will include all spaces that are climate
controlled together and all spaces that are to be non-climate
controlled together in the income analysis.

Total: 2.35 acres; 102,366 square feet
Usable: 2.35 acres; 102,366 square feet
The site is roughly rectangular in shape.

The subject property has average access with frontage as
follows:

e Benton Way: 230 feet

Williamson Group, LLC
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Visibility:
Topography:

Soil Conditions:

Utilities:

Site Improvements:

Flood Zone:

Wetlands/Watershed:

Environmental Issues:

Encumbrance /
Easements:

Site Comments:

Average to good
The topography of the subject property is overall level.

The soil conditions observed at the subject appear to be typical
of the region and adequate to support development.

Electricity: The site is served by public electricity.

Sewer: City sewer

Water: City water

Natural Gas: City gas

Utilities: The site is serviced by above ground utilities.
Adequacy: The subject's utilities are typical and adequate for
the market area.

Average landscaping

The subject is located in an area mapped by the Federal
Emergency Management Agency (FEMA). The subject is
located in FEMA Flood Zone X, which is not classified as a
flood hazard area.

FEMA Map Number: 47139C0092F
FEMA Map Date: May 18, 2009

The subject is not in a flood zone.
No wetlands were observed during our site inspection.

There are no known adverse environmental conditions on the
subject site. Please reference Limiting Conditions and
Assumptions.

Permanent, perpetual, and non-exclusive easement for ingress,
egress and utilities, along with and through that right of way
area depicted as Benton Way and that additional fifty (50) foot
access easement and existing drive, as set forth on the plat.
There are no known adverse encumbrances or easements.
Please reference Limiting Conditions and Assumptions.

Overall, there are no known factors which are considered to
prevent the site from being developed into its highest and best
use.

Williamson Group, LLC
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Tax Map

Aerial Map
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Survey Map

IMPROVEMENTS DESCRIPTION

Development/Property
Name:

Property Type:

Overview:

American Sentry Mini Storage Facility with Additional
Proposed Units

Self-Storage Facility

The subject property is improved with a mini storage facility
doing business as American Sentry Mini Storage. Currently,
there is one, one-story, metal building with a gross building
area of 15,420+ square feet and a rentable area of 11,000+
square feet with a total of 61 climate-controlled storage units.
There are also 22 outdoor spaces; 16 uncovered and 6 covered.
The buyer plans to add one new building that will consist of a
gross building area of 5,250+ square feet and a rentable area of
4,200+ square feet that will be all climate-controlled. Per the
buyer, the exact number of units has not been determined at
this time for the proposed climate-controlled building. There
will also be 40 non-climate-controlled storage pods; 20 - 10 x
10 units and 20 - 10 x 15 units for a gross building area of

Williamson Group, LLC
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5,000+ square feet and a rentable area of 5,000+ square feet.
This will give the proposed gross building area of 10,250+
square feet and a rentable area of 9,200+ square feet. After
completion, the total rentable area will be 20,200+ square feet
with a total gross building area of 25,670+ square feet.
Therefore, we will include all spaces that are climate
controlled together and all spaces that are to be non-climate
controlled together in the income analysis.

Building Summary

Building Name/ID Year Built Condition Number of Gross Building  Rentable
Stories Area Area
Existing Climate-Controlled Storage Bldg. 2007 Average 1 15,420 11,000
Proposed Climate-Controlled Storage Building 2023 (proposed) Proposed 1 5,250 4,200
New Non-Climate-Controlled Pods New New 1 5,000 5,000
Totals 25,670 20,200

MULTIPLE BUILDINGS SUMMARY — AS COMPLETE
Construction: Steel / Metal / Concrete Block

Quality: The predominant quality level is average and will continue to
be average after completion of proposed construction

Year Built Range: 2007 /2023 (proposed)
Year Renovated Range: 2020 (existing building)
Effective Age Range: 2 years blended after completion

Remaining Economic
Life Range: 58 years blended after completion

Areas & Ratios: Gross Building Area: 25,670+
Rentable Area: 20,200+
Land to Building Ratio: 3.99 to 1
Number of Buildings: 2
Number of Pods: 40

Breakdown of

Units/Spaces: Existing Bldg. 1 15,420+ GBA* (All Climate-Controlled)
Proposed Bldg. 2 5,250+ GBA* (All Climate-Controlled)
Pods 5,000+ GBA* (All Non-Climate-Controlled)
Outdoor Spaces 16 (Uncovered) / 6 (Covered)

*Below is a more detailed square footage analysis with the gross building

areas and rentable areas

Williamson Group, LLC 27




GENERAL - EXISTING CLIMATE-CONTROLLED STORAGE BLDG.

Building
Identification:

Building Description:

Construction:
Construction Quality:
Year Built:
Renovations:
Effective Age:

Remaining Useful
Life:

Condition:
Appeal/Appearance:

Areas, Ratios &
Numbers:

Existing Climate-Controlled Storage Bldg.

One one-story, freestanding building with 61 climate-
controlled storage units and 22 outdoor spaces (16 uncovered;
6 covered)

Concrete Block / Metal

Average

2007

2020

5 years

55 years

Average

Average

Number of Stories: 1

Gross Building Area: 15,420+

Gross Leasable Area: 11,000+
Rentable Area: 11,000+

FOUNDATION, FRAME & EXTERIOR - EXISTING CLIMATE-CONTROLLED STORAGE

BLDG.

Foundation:

Basement/Sublevels:

Structural Frame:

Exterior:

Windows:

Roof/Cover:

Poured concrete slab

None / None

Concrete Block / Metal/Steel

Concrete Block / Metal

Storefront / Fixed Casement

Arched / Metal
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INTERIOR - EXISTING CLIMATE-CONTROLLED STORAGE BLDG.

Interior Layout:

Floor Cover:

Walls:

Ceilings & Heights:
Lighting:

Restrooms:

83 (61 climate-controlled units, 16 outdoor uncovered and 6
outdoor covered)

Unfinished Concrete/VCT
Metal/Sheetrock/Wallboard
Metal/Sheetrock/Open Span / 8'-12'

Mix of fluorescent and incandescent lighting

Yes

MECHANICAL SYSTEMS - EXISTING CLIMATE-CONTROLLED STORAGE BLDG.

Heating:

Cooling:

Electrical:

Plumbing Condition:
Sprinkler:
Elevators/Escalators:

Security:

HVAC (entire building)
HVAC (entire building)
Presumed Adequate
Presumed Adequate
None

None / None

Yes

GENERAL - PROPOSED CLIMATE-CONTROLLED STORAGE BUILDING

Building
Identification:

Building Description:

Construction:
Construction Quality:
Year Built:
Renovations:

Effective Age:

Proposed Climate-Controlled Storage Building

One one-story, freestanding building with all climate-
controlled storage units; 20 - 10 x 10 non-climate-controlled
pods and 20 - 10 x 15 non-climate-controlled pods

Metal

Average

2023 (proposed)

N/A

Proposed
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Remaining Useful
Life:

Condition:
Appeal/Appearance:

Areas, Ratios &
Numbers:

60 years after completion of proposed construction
Proposed

Proposed

Number of Stories: 1

Gross Building Area: 5,250+

Gross Leasable Area: 4,200+
Rentable Area: 4,200+

FOUNDATION, FRAME & EXTERIOR - PROPOSED CLIMATE-CONTROLLED STORAGE

BUILDING

Foundation:

Basement/Sublevels:

Structural Frame:

Exterior:

Windows:

Roof/Cover:

Poured concrete slab

None

Metal / Steel

Metal / Steel

None

Arched / Metal

INTERIOR - PROPOSED CLIMATE-CONTROLLED STORAGE BUILDING

Interior Layout:

Floor Cover:

Walls:

Ceilings & Heights:
Lighting:

Restrooms:

Proposed building will have climate-controlled units and the
40 pods situated on the property will have non-climate-
controlled units (20 - 10 x 10 non-climate-controlled units and
20 - 10 x 15 non-climate-controlled units)

Unfinished Concrete

Metal

Metal / 8-12'

Fluorescent lighting

None
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MECHANICAL SYSTEMS - PROPOSED CLIMATE-CONTROLLED STORAGE BUILDING

Heating: HVAC (entire building)
Cooling: HVAC (entire building)
Electrical: Presumed Adequate

Plumbing Condition: Presumed Adequate

Sprinkler: None
Elevators/Escalators: None / None
Security: Yes

GENERAL - NEW NON-CLIMATE-CONTROLLED PODS

Building
Identification: New Non-Climate-Controlled Pods

Building Description: 40 Metal Pods (Non-Climate Controlled)
Construction: Metal

Construction Quality:  Average

Year Built: Proposed
Renovations: N/A

Effective Age: New
Remaining Useful

Life: 60 years (new)
Condition: New

Appeal/Appearance: New

Areas, Ratios &

Numbers: Number of Stories: 1
Gross Building Area: 5,000+
Gross Leasable Area: 5,000+
Rentable Area: 5,000+
Number of Units: 40

Williamson Group, LLC

31




FOUNDATION, FRAME & EXTERIOR - NEW NON-CLIMATE-CONTROLLED PODS

Foundation:

Structural Frame:

Exterior:

Windows:

Roof/Cover:

Concrete Slab

Metal

Metal

None

Flat / Metal

INTERIOR - NEW NON-CLIMATE-CONTROLLED PODS

Interior Layout:

Floor Cover:

20-10x 10 units and 20 - 10 x 15 units

Concrete Slab

Walls: Metal
Ceilings & Height: Metal / 8'
Lighting: Fluorescent
Restrooms: None
MECHANICAL SYSTEMS - NEW NON-CLIMATE-CONTROLLED PODS
Heating: None
Cooling: None
Electrical: Presumed Adequate
Plumbing Condition: N/A
Sprinkler: None
Security: Yes
PARKING
Parking Type: Paved open surface parking
Spaces: Adequate
Condition: Average
PROPERTY ANALYSIS

Design & Functional
Utility:

The subject has and will continue to have adequate overall
functional utility and is and will continue to be comparable to
other mini storage warehouse type structures in the subject's
area and surrounding area.
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Deferred Maintenance: None after conversion

Capital Improvements: None noted

Comments: The existing and proposed improvements are considered to be
similar for the area in regard to improvement design and layout
for this type of development. Overall, there are no known
factors that could be considered to adversely impact the
marketability of the existing and proposed improvements.

Americans with Disabilities Act

Please reference the Limiting Conditions and Assumptions section of this report on page
133.

Hazardous Substances

Please reference the Limiting Conditions and Assumptions section of this report on page
133.

Improvement Sketch of Existing Building
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Subject Photographs — As Is
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Assessment and Taxes

Taxing Authority Polk County Trustee's Office and the City of Benton, TN

Assessment Year 2022

Real Estate Assessment and Taxes

Tax ID Land Improvements Total City County Tax  Taxes
Rate  Rate Rate
045-028.17 $62,200 $261,600 $323,800 $0.77 $2.51 $3.29  $10,640

Real Estate Assessment Analysis
Tax ID Per SF  Per Acre Total

Equalization Implied

Ratio Value
045-028.17 $21.00 $137,787 $323,800 40.0% $809,500
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Comments

The 2022 taxes have been paid as per the Polk County Trustee's Office and the City of
Benton, TN.

Due to the fact that the subject property is already improved with one climate-controlled
building that has been taxed, we have utilized the price per square foot tax amount for the
existing improvement. The calculations are as follows:

Current tax amount of $10,640 divided by the existing improvement size of 15,420 square
feet of gross building area equals $0.69 per square foot.

The proposed improvements will consist of a gross building area of 10,250 square feet x
$0.69 per square foot equals $7,073 rounded to $,7,070. Therefore, we have utilized
$10,640 in the income analysis for the ‘as is’ value and we have utilized $17,710 ($10,640
existing tax amount plus $7,070 proposed tax amount for the additional improvements) in
the income analysis for the prospective ‘as complete and stabilized’ value.

Zoning
LAND USE CONTROLS
Zoning Code C-2, Commercial Highway, by the City of Benton,
Tennessee
Zoning Description Permitted uses include various commercial type

properties to include communications, building
materials, hardware garden supply, warehouses,
general merchandise food stores, auto dealers and
gas service stations, miscellaneous retail, business
services, etc.

Current Use Legally Conforming The subject is a legal and conforming use.
Zoning Change Likely A zoning change is unlikely.

Front Yard 30 feet from any right-of-way for all structures
including secondary structures

Rear Yard Each lot shall have a rear yard no less than 10 feet

Side Yard The width of any side yard which abuts a
residential district shall be not less than twenty-
five (25) feet

Zoning Comments A full set of zoning regulations and restrictions are

kept in your appraiser’s work file if further
clarification is needed.
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Zoning Map

Highest and Best Use

Highest and best use may be defined as

“The reasonably probable and legal use of vacant land or improved property, which 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 profitability.”

When analyzing highest and best use, the subject is considered vacant to identify the
ideal improvements for the site, taking into consideration possible alternative uses to
which the site could be placed under the current land use regulations as well as
surrounding trends and developments. Next, the site is analyzed as improved to
compare the existing improvements to the ideal improvements: this comparison
concludes whether renovation, expansion, conversion, or demolition may be viable
alternatives to bring the existing improvements closer to the ideal improvements. For
the highest and best use analysis, the appraiser considers four criteria, which are as
follows: 1) legal permissibility, 2: physical possibility, 3) financial feasibility, and 4)
maximum profitability. The criteria area considered in sequential order because it
would be unreasonable to determine the highest and best use of a property which is
financially feasible but not legally permissible or physically possible.

Highest and Best Use As If Vacant

Legally Permissible — To determine legally permissible uses of a site, research must be
conducted to determine use limitations placed upon the site by private restrictions,
zoning, building codes, historic district controls, environmental regulations, deed
restrictions, and any leases on the property. Only uses that confirm to restrictions
defined by the above limiting factors are considered legally permissible uses.
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The subject is zoned C-2, Commercial Highway, by the City of Benton, Tennessee.
Permitted uses include various commercial type properties to include communications,
building materials, hardware garden supply, warehouses, general merchandise food
stores, auto dealers and gas service stations, miscellaneous retail, business services, etc.
Commercial and retail type uses are given further consideration.

Physically Possible — In estimating the highest and best use of a site, it is recognized
that access, size, shape, area, frontage-to-depth ratio, and topography affect the utility
of a site for various potential developments. The subject site is roughly rectangular in
shape and contains a total of 2.35 acres of gross area. There is adequate land area to
support various commercial and retail type uses.

Financially Feasible — Of the potential remaining land uses that meet the first two
criteria, a prospective development must be financially feasible. To determine potential
for financial feasibility, the most likely potential uses that meet the first two criteria are
analyzed further to determine which are likely to produce an income return equal to or
greater than the amount needed to satisfy operating expenses, debt obligation, and
capital amortization. Development of the site to either commercial or retail is currently
feasible.

Maximally Productive — Maximum productivity is the use that provides the highest rate
of return or value to the property. Based on the preceding discussion of the physical,
legal, and economic uses for the subject, some type of use as commercial or retail use
is the maximally productive use of the site’s economic land. Development of the site
to either commercial or retail uses is currently feasible.

Highest and Best Use as Improved

The same four criteria are used for the highest and best use as improved analysis.
However, the criteria are applied to the existing improvements, rather than to the site,
as was discussed above.

Legally Permissible — The legally permitted uses were discussed above. A mini storage
facility is an accepted use.

Physically Possible — The existing subject improvements are of adequate size, shape,
and functional utility to support a mini storage facility.

Financially Feasible — As of the date of inspection, the most financially feasible use for
the subject tract is the continued use as a mini storage facility.

Maximally Productive — Based on the preceding discussion of the physical, legal, and
economic uses for the subject, continued use as a mini storage facility represents the
maximally productive use of the site’s economic land.
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Self-Storage Industry Profile

The following pages lay out the current industry from the Self-Storage Almanac. I national

leader in Storage data. Only the pages pertinent to the subject have been included.
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Valuation Methodology

Three basic approaches may be used to arrive at an estimate of market value. They are:

1. The Cost Approach
2. The Income Approach
3. The Sales Comparison Approach

Cost Approach

The Cost Approach is summarized as follows:

Cost New

- Depreciation
+ Land Value
= Value

Sales Comparison Approach

The Sales Comparison Approach compares sales of similar properties with the subject
property. Each comparable sale is adjusted for its inferior or superior characteristics. The
values derived from the adjusted comparable sales form a range of value for the subject.
By process of correlation and analysis, a final indicated value is derived.

Income Approach

The Income Approach converts the anticipated flow of future benefits (income) to a present
value estimate through a capitalization and or a discounting process.

Final Reconciliation

The appraisal process concludes with the Final Reconciliation of the values derived from
the approaches applied for a single estimate of market value. Different properties require
different means of analysis and lend themselves to one approach over the others.

Analyses Applied

A cost analysis was considered and developed because while the age of the improvements
that are already there makes the depreciation difficult to accurately measure once the
renovations are complete. This approach needs to be, and has been done to help determine
and validate if the project is financially feasible. This approach will also bring added
support to the overall report.

A sales comparison analysis was considered and was developed because there is adequate
data to develop a value estimate and this approach reflects market behavior for this property

type.

An income analysis was considered and was developed because the subject is an income
producing property and there is adequate data to develop a value estimate with this
approach.
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Cost Approach

The Cost Approach is based on the principle of substitution — that a prudent and rational
person would pay no more for a property than the cost to construct a similar and
competitive property, assuming no undue delay in the process. The Cost Approach tends
to set the upper limit of value before depreciation is considered. The applied process is as
follows:

e Estimate the land value according to its Highest and Best Use. I have used the Sales
Comparison Approach; the process is as follows:

0 Comparable sales, contracts for sale and current offerings are researched
and documented.

0 Each comparable is analyzed and adjusted to equate with the subject
property.

0 The value indication of each comparable is analyzed and the data reconciled
for a land value indication.

e [Estimate the replacement cost of the building and site improvements.

e Estimate the physical, functional and/or external depreciation accrued to the
improvements.

e Sum the depreciated value of the improvements with the value of the land for an
indication of value.

In the cost analysis, we have researched the Marshal and Swift cost book along with the
developers cost budget verbally given to us by the buyer and owner. Over the last year and
especially over the last 6 months, material and labor cost have skyrocketed. In doing so the
Marshal and Swift cost book has become more and more obsolete as it simply cannot keep
up with the monthly increases in material. One of the largest increases has been in steel
and concrete, which is of course the two largest components of what the subject is going
to be built out with.

Due to this we will rely solely on the developers cost approach to ensure that the proposed
addition is financially feasible and that it makes sense within the market to do an addition
like the one proposed to the facility.
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DEVELOPER’S PROJECTED COST ESTIMATE FOR

ADDITIONAL UNITS
Proposed Climate-Controlled Building - $275,000
Non-Climate-Controlled PODS - $200,000
Total $475,000

As you can see above on the developer’s projected cost estimate for the construction cost
was estimated at $475,000, which does not include a general contractor fee or an
entrepreneurial incentive. When we add the general contractor fee of 20% which is a typical
number within our market is added along with the entrepreneurial incentive, which is also
at least 20% for a project such of this size and risk, the total cost calculates to $684,000.

Calculations are as follows:

$475,000 x 1.20 (developers’ profit) x 1.20 (entrepreneurial incentive)

Total $684,000

Plus, Purchase Price (Building & Land) $1,430,000
Total Developer’s Projected Cost Estimate $2,114,000
Rounded to $2,110,000

This price was discussed with local contractors and others in the market and the consensus
was that with the increased price of steel and concrete that the cost could easily be in that
ball park. One contact stated that he had just gotten word that his steel price was going up
another 15% on September 1%, He stated that it was at least the 6 increase there had been
in the last year.

With all of this being said and the discussions that were had concerning the cost of the
subject. I have chosen to put all of my weight on the developers cost estimate including the
initial purchase for the subject rather than even including the Marshal and Swift cost that
was so far off from what was indicated that it would not produce creditable results
currently. Also, due to the fact that no matter what the Marshal and Swift indicated, the
real financial feasibility test is what the buyer is paying plus the cost of the addition. If that
does not show financial feasibility then it will not matter what the Marshal and Swift has.

Cost Approach Conclusion

Based on the analysis detailed on the following page, as of May 16, 2023, I have reconciled
to a cost approach value of:

$2,110,000
Two Million One Hundred Ten Thousand Dollars
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Sales Comparison Approach

The Sales Comparison Approach is based on the premise that a buyer would pay no more
for a specific property than the cost of obtaining a property with the same quality, utility,
and perceived benefits of ownership. It is based on the principles of supply and demand,
balance, substitution and externalities. The following steps describe the applied process
of the Sales Comparison Approach.

e The market in which the subject property competes is investigated; comparable
sales, contracts for sale and current offerings are reviewed.

e The most pertinent data is further analyzed, and the quality of the transaction is
determined.

e The most meaningful unit of value for the subject property is determined.

e FEach comparable sale is analyzed and where appropriate, adjusted to equate with
the subject property.

e The value indication of each comparable sale is analyzed, and the data reconciled
for a final indication of value via the Sales Comparison Approach.

Improved Comparable Sales

I have utilized the following four comparable sales for this analysis; these are
documented on the following pages followed by a location map and analysis grid. All
the comparable sales have been researched through numerous sources. The process
employed in preparing this report involved the use of public, as well as private data
sources including city and county records and information contained in the appraiser’s
files. Sales data utilized in this report were obtained from county assessor records,
brokers and various data sources of which the appraiser is a participating member. The
property was inspected and the market for similar properties was investigated. Various
contacts were made with brokers as well as other appraisers in the gathering of data.
When possible, sale price was confirmed with the buyer, seller or the broker of the
transaction.

Due to the limited sales available in the subject’s immediate market area, we extended
our research into the surrounding areas. We will determine the ‘as is’ market value and
the prospective ‘as complete and stabilized’ market value.
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Address Price Per SF Year Built

Grantor

City Grantee GBA Construction Comments
Subject 112 Benton Way 2007; renovated in 2020 /  This is the subject property.
Proposed construction for 2023
Benton Existing - 15,420 Steel / Metal / Concrete Block
Existing & Proposed - 25,670
1 4819 Highway 58 Great Value Self $2,000,000 $82.64 1997 This is a mini warchouse facility with 15 climate-controlled
Storage, LLC storage units and 143 non-climate controlled storage units. The
property has a gated entry with plenty of parking situated on 1.75
acres of land. This property sold on 08/18/2022 for $2,000,000
or $82.64 per square foot. The units range from 5x10 up to
Chattanooga Kosf1 Chattanooga, ~ 8/18/2022 24,200 Metal 10x15 and rents range from $49 per month up to $130 per month.
LLC This information was verified by the tax assessor, tax card and
other public documentation.
2 6808 Middle Valley Road Boardwalk Storage ~ $5,305,500 $99.32 1995 This is the sell of a self storage facility that sold on 07/11/2022
Middle Valley Road, for $5,305,500. This building is located on Middle Valley Road
LLC in Hixson, TN. The building is situated on 3.75 acres and
contains 53,420 square feet. They have drive up non climate and
climate controlled units ranging from 5'x10'-10'x20' with rents
Hixson FreeUp 7/11/2022 53,420 Metal ranging from $63.00-$158.00 per month. This information was
verified by the tax assessor, tax card, deed and other public
documentation.
3 8307 Hixson Pike Simple Storage $3,250,000 $82.70 2019 This is a mini warehouse facility with climate and non-climate
Solutions, LLC controlled storage units situated on 2.99 acres of land with

39,300 square feet of building space. This property sold on
04/29/2022 for $3,250,000 or $82.70 per square foot. The units

Hixson Sroa 8307 Hixson Tn,  4/29/2022 39,300 Metal & Block range from 5x5 up to 10x30 and rents range from $83 per month

LLC up to $127 per month. Occupancy at the time of sale was

approximately 90%. This information was verified by the broker
Darrell Henry with Fletcher Bright Company, the tax assessor,
tax card and other public documentation.

4 500 W Manning Street Thomas Orton $1,030,000 $96.71 2006 This is a mini warehouse facility with 170 total units to include
climate-controlled and non-climate-controlled storage units
situated on 0.67 acres of land with 10,650 square feet of building
space. This property sold on 11/16/2021 for $1,030,000 or

Chattanooga Aaron Nesbitt ~ 11/16/2021 10,650 Metal & Block $96.71 per square foot. The units range from 5x5 up to 10x20

and rents range from $75 per month up to $300 per month.
Occupancy at the time of sale was approximately 95%. This
information was verified by the broker's office Fletcher Bright,
the tax assessor, tax card and other public documentation.
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Comparable 1

Transaction
ID 4588 Date 8/18/2022
Address 4819 Highway 58 Price $2,000,000
City Chattanooga Price Per SF $82.64
State TN Transaction Type Closed Sale
Tax ID 129B-C-005.02 Financing Conventional
Grantor Great Value Self Storage, LLC Property Rights Leased Fee
Grantee KosfI Chattanooga, LLC Days on Market Undisclosed
Book/Page or Reference 13067-724 Sale Verification Source Tax Card/CoStar
Site
Acres 1.75 Topography Mostly Level
Land SF 76,230 Zoning C-2
Shape Trregular Flood Zone X
Utilities All Municipal
Improvements
Source For SF Area Tax Card/CoStar
Rentable Area 24,200
Year Built 1997
Renovations Unknown
Condition Average
Comments

This is a mini warehouse facility with 15 climate-controlled storage units and 143 non-climate controlled storage units. The
property has a gated entry with plenty of parking situated on 1.75 acres of land. This property sold on 08/18/2022 for $2,000,000
or $82.64 per square foot. The units range from 5x10 up to 10x15 and rents range from $49 per month up to $130 per month.
This information was verified by the tax assessor, tax card and other public documentation.
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Comparable 2

Transaction
ID 10111 Date 7/11/2022
Address 6808 Middle Valley Road Price $5,305,500
City Hixson Price Per SF $99.32
State TN Transaction Type Closed Sale
Tax ID 091L A 001 Financing Conventional
Grantor Boardwalk Storage Middle Valley Property Rights Leased Fee
Grantee FreeUp Days on Market Unknown
Book/Page or Reference 13021-0384 Sale Verification Source Tax Card/CoStar
Site
Acres 3.75 Topography Basically level
Land SF 163,349 Zoning C-2
Shape Trregular Flood Zone AE
Utilities All municipal
Improvements
Source For SF Area Assessor
Rentable Area 53,420
Year Built 1995
Renovations Unknown
Condition Average
Comments

This is the sell of a self storage facility that sold on 07/11/2022 for $5,305,500. This building is located on Middle Valley Road
in Hixson, TN. The building is situated on 3.75 acres and contains 53,420 square feet. They have drive up non climate and
climate controlled units ranging from 5'x10'-10'x20' with rents ranging from $63.00-$158.00 per month. This information was
verified by the tax assessor, tax card, deed and other public documentation.
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Comparable 3

Transaction
ID 17550 Date 4/29/2022
Address 8307 Hixson Pike Price $3,250,000
City Hixson Price Per SF $82.70
State TN Transaction Type Closed Sale
Tax ID 083 154 Financing Conventional
Grantor Simple Storage Solutions, LLC Property Rights Leased Fee
Grantee Sroa 8307 Hixson Tn, LLC Days on Market Unknown
Book/Page or Reference 12945-381 Sale Verification Source Broker & Tax Card
Site
Acres 2.99 Topography Mostly Level
Land SF 130,244 Zoning C-3
Shape Trregular Flood Zone X
Utilities All Municipal
Improvements
Source For SF Area Broker & Tax Card
Rentable Area 39,300
Year Built 2019
Renovations Unknown
Condition Average
Comments

This is a mini warehouse facility with climate and non-climate controlled storage units situated on 2.99 acres of land with 39,300
square feet of building space. This property sold on 04/29/2022 for $3,250,000 or $82.70 per square foot. The units range from
5x5 up to 10x30 and rents range from $83 per month up to $127 per month. Occupancy at the time of sale was approximately
90%. This information was verified by the broker Darrell Henry with Fletcher Bright Company, the tax assessor, tax card and
other public documentation.
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Comparable 4

Transaction
ID 17587 Date 11/16/2021
Address 500 W Manning Street Price $1,030,000
City Chattanooga Price Per SF $96.71
State N Transaction Type Closed Sale
Tax ID 135F B 004 Financing Conventional
Grantor Thomas Orton Property Rights Leased Fee
Grantee Aaron Nesbitt Days on Market Unknown
Book/Page or Reference 12740-554 Sale Verification Source Broker & Tax Card
Site
Acres 0.67 Topography Mostly Level
Land SF 29,185 Zoning E-IX-3
Shape Trregular Flood Zone AH & 0.2 PCT
Utilities All Municipal
Improvements
Source For SF Area Tax Card/CoStar
Rentable Area 10,650
Year Built 2006
Renovations Unknown
Condition Average
Comments

This is a mini warehouse facility with 170 total units to include climate-controlled and non-climate-controlled storage units
situated on 0.67 acres of land with 10,650 square feet of building space. This property sold on 11/16/2021 for $1,030,000 or
$96.71 per square foot. The units range from 5x5 up to 10x20 and rents range from $75 per month up to $300 per month.
Occupancy at the time of sale was approximately 95%. This information was verified by the broker's office Fletcher Bright, the

tax assessor, tax card and other public documentation.
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Comparable Market Sales Map

Analysis Grid

The above sales have been analyzed and compared with the subject property. 1 have
considered adjustments in the areas of:

* Property Rights Sold * Market Trends
* Financing * Location
* Conditions of Sale * Physical Characteristics

On the following page is a sales comparison grid displaying the subject property, the
comparables and the adjustments applied.
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Analysis Grid Comp 1 Comp 2 Comp 3 Comp 4
Address 112 Benton Way 4819 Highway 58 6808 Middle Valley Road 8307 Hixson Pike 500 W Manning Street
City Benton Chattanooga Hixson Hixson Chattanooga
State TN N N TN TN
Date 5/16/2023 8/18/2022 7/11/2022 4/29/2022 11/16/2021
Price $2,000,000 $5,305,500 $3,250,000 $1,030,000
GBA Existing - 15,420 24,200 53,420 39,300 10,650
Existing & Proposed - 25,670
GBA Unit Price $82.64 $99.32 $82.70 $96.71
Transaction Adjustments
Property Rights Leased Fee Leased Fee 0.0% Leased Fee 0.0% Leased Fee 0.0%
Financing Conventional Conventional 0.0% Conventional 0.0% Conventional 0.0%
Conditions of Sale Normal Normal 0.0% Normal 0.0% Normal 0.0%
Adjusted GBA Unit Price $82.64 $99.32 $82.70 $96.71
Market Trends Through 5/16/2023 0.0% 0.0% 0.0% 0.0% 0.0%
Adjusted GBA Unit Price $82.64 $99.32 $82.70 $96.71
Average Superior Superior Superior Superior
% Adjustment -5% -5% -5% -5%
$ Adjustment -$4.13 -$4.97 -$4.13 -$4.84
25,670 24,200 53,420 39,300 10,650
% Adjustment] 0% 0% 0% 0%
$ Adjustment $0.00 $0.00 $0.00 $0.00
A\ €T I Existing - 2007; renovated in 2020 / 1997 1995 2019 2006
Proposed construction for 2023
% Adjustment] 5% 5% 0% 0%
$ Adjustment $4.13 $4.97 $0.00 $0.00
Non-climate and Climate controlled Similar Similar Similar Similar
% Adjustment 0% 0% 0% 0%
$ Adjustment $0.00 $0.00 $0.00 $0.00
Adjusted GBA Unit Price $82.64 $99.32 $78.56 $91.88
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Comparable Sale Adjustments

When analyzing sales, certain characteristics of each must first be considered, including
property rights transferred, financing terms, and conditions of the sale. These
adjustments are applied to the actual sales price prior to adjusting for market conditions.
The following cumulative adjustments are applied to the sales before other adjustments,
in order to reconcile the sales price for intangible factors that affect the sale prices.

*

Property Rights Conveyed — All sales included for analysis represent the transfer
of leased fee interest, and no adjustments were required for differences in property
rights.

Financing — An adjustment for financing accounts for favorable terms for the
buyer, such as below market interest rates on seller carried notes. All the sales were
reported to be cash to seller or cash equivalent and our analysis of the sales did not
indicate any unusual or non-market financing, therefore, no adjustment is made for
financing terms.

Conditions of Sale — An adjustment for conditions of sale accounts for non-arms-
length sales, distressed sales, or sales with atypical conditions. All the comparable
sales were reported to be arms-length transactions with no unusual circumstances
or atypical motivations. No adjustments were necessary for conditions of sale.

Market Conditions (Date of Sale) — Market conditions reflect changes that have
occurred since the date of sale. Changes in market condition may result from
factors such as fluctuations in supply and demand, shifts in investor’s perception
of the market, and deflationary trends. Market trends have been reasonably stable
over this period of time and on through the date of valuation. Therefore, no
adjustment is applied.

The preceding adjustments are cumulative in nature, with the time-adjusted price now
the basis upon which secondary comparisons is made. Secondary comparisons typically
account for differences in features such as location, size, utility, and topography as
further described below.

*

Location — Adjustments for location reflect the difference in value attributable to
characteristics such as location on a primary versus secondary roadway, proximity
to a major intersection, or proximity to quality commercial development. Market
comparable sales 1 — 4 have been judged superior for location due to being located
in more populated and/or heavily traveled areas. Therefore, these comparables
have been adjusted downward accordingly.

Size — The existing subject improvements contain a gross building area of 15,420+
square feet and the proposed subject improvements will contain a gross building
area of 10,250+ square feet. This gives a total gross building area for the existing
and proposed subject improvements will contain a gross building area of 25,670+
square feet. The comparable self-storage facilities range from 10,650+ square feet
to 53,420+ square feet. No adjustments were indicated for size since there was no
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clear indication that the market was willing to pay more or less on a price per square
foot based on the size of the comparable sales.

+  Year Built / Condition — The existing subject improvements were built in 2007
and renovated in 2020 while a portion of the subject improvements are proposed.
Market comparables 1 and 2 were judged inferior for year built / condition and
have been adjusted upward accordingly. The calculations were based on the age to
life method of depreciation.

+  Unit Type — The subject’s existing improvements are all climate-controlled while
the subject’s existing and proposed improvements will have climate-controlled and
non-climate-controlled units. No adjustments were necessary for unit type as the
comparable sales are a mix of climate and non-climate-controlled units.

Sales Comparison Approach Conclusion

The adjusted values of the comparable properties range from $78.56 to $99.32 per square
foot. All of the value indications have been considered in arriving at my final reconciled
per square foot value of $88.00.

The existing building consists of a gross building area of 15,420+ square feet. The
following is the current as is market value of the existing improvement:

Current As Is Market Value
Indicated Value per Square Foot: $88.00
Subject Size (Existing): 15,420+ SF
Indicated Value: $1,356,960
Rounded: $1,360,000
One Million Three Hundred Sixty Thousand Dollars

The proposed improvements will consist of a gross building area of 10,250+ square
feet. When adding the proposed and existing square footages together this gives a total
gross building area of 25,670+ square feet. The following is the prospective as
complete and stabilized market value of the existing and proposed improvements:

Prospective Market Value as Complete & Stabilized
Indicated Value per Square Foot: $88.00
Subject Size (Existing & Proposed): 25,670+ SF
Indicated Value: $2,258,960
Rounded: $2,260,000
Two Million Two Hundred Sixty Thousand Dollars
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Income Approach

The Income Approach to value is based on the present worth of the future rights to
income. This type of analysis considers the property from an investor’s point of view,
the basic premise being that the amount and quality of the income stream are the basis
for value of the property.

Direct Capitalization Analysis
The steps involved in capitalizing the subject’s net operating income are as follows:

e Develop the subject’s Potential Gross Income (PGI) through analysis of the
subject’s actual historic income and an analysis of competitive current market
income rates.

e Estimate and deduct vacancy and collection losses to develop the Effective Gross
Income (EGI).

e Develop and subtract operating expenses to derive the Net Operating Income

(NOI).
e Develop the appropriate capitalization rate (Ro).

e Divide the net operating income by the capitalization rate for an estimate of value
through the income approach.

Potential Gross Income (PGI)

The first step in the economic analysis is the estimation of a market rental rate for the
subject property. The subject property is improved with a mini storage facility doing
business as American Sentry Mini Storage. Currently, there is one, one-story, metal
building with a gross building area of 15,420+ square feet and a rentable area of 11,000+
square feet with a total of 61 climate-controlled storage units. There are also 22 outdoor
spaces; 16 uncovered and 6 covered. The buyer plans to add one new building that will
consist of a gross building area of 5,250+ square feet and a rentable area of 4,200+ square
feet that will be all climate-controlled. Per the buyer, the exact number of units has not
been determined at this time for the proposed climate-controlled building. There will
also be 40 non-climate-controlled storage pods; 20 - 10 x 10 units and 20 - 10 x 15 units
for a gross building area of 5,000+ square feet and a rentable area of 5,000+ square feet.
This will give the proposed gross building area of 10,250+ square feet and a rentable
area of 9,200+ square feet. After completion, the total rentable area will be 20,200+
square feet with a total gross building area of 25,670+ square feet. Therefore, we will
include all spaces that are climate controlled together and all spaces that are to be non-
climate controlled together in the income analysis.
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The first table summarizes the subject’s existing potential gross income based on the
market rents utilized after researching the local market.

Annual Income Summary - As Is

Unit/Space Type Amount
Existing climate-controlled $143,000
Uncovered outdoor spaces $13,440
Covered outdoor spaces $9,360

Totals $165,800

The second table summarizes the subject’s existing and proposed potential gross income
based on the market rents utilized after researching the local market.

Annual Income Summary - As
Complete & Stabilized

Unit/Space Type Amount
Existing climate-controlled $143,000
Proposed climate-controlled $54,600
Non climate-controlled $40,000
Uncovered outdoor spaces $13,440
Covered outdoor spaces $9.,360

Totals $260,400

Market Rental Rates for Self-Storage Units

In the market rent analysis section, we will provide multiple charts showing national
averages and local averages in order to determine what the market rental rate for the
different sizes and types of self-storage units. This analysis will also help us to determine
if the current rents in place at the subject’s self-storage facility fall in line with the
national and regional averages.

National Asking Rental Rates

Pricing mainly comes down to size (bigger units cost more) and availability. Storage
units cost approximately $190.00 per month. Seven self-storage companies were asked
for more than 2,500 quotes and found that monthly prices range from about $90.00 per
month for a small storage unit to nearly $300.00 per month for a large storage unit.
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Market Rental Rates for Self-Storage Units in the Subject’s Area

I have researched numerous comparable properties and have utilized the following
comparable rents for this analysis. The following chart details comparable facilities that
layout the different sizes for climate and non-climate-controlled units with the price per
square foot prices listed for review. Because there are different unit types, we have
researched comparable storage facilities in the local area and surrounding areas to try to
determine a price per square foot paid for climate and non-climate -controlled units
similar to the subject.
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Comp # Address Mini Storage Facility Name Rent/Monthly

City/State Tenant Rent/SF Comments
! 112 Benton Way Subject This is the subject property 'as is'. The facility currently has climate-
(10 x 20) Individual tenant $11.70 controlled storage units, covered and uncovered boat and RV storage. The
10 x 10 climate-controlled units rent for $120.00 mo.; $14.40 per sf, the 10
(05 115 ToraForidhoa| v $13.60 x 15 climate-controlled units rent for $170.00 mo.; $13.60 per sf, the 10 x
20 climate-controlled units rent for $195.00 mo.; $11.70 per sf. (Avg price
per sf: $13.23) The covered boat/RV parking rents for $130.00 per month
(10 x 10) Individual tenant $14.40 and uncovered boat/RV parking rents for $70.00 per month.
2 2530 Georgetown
Road NW
The 10 x 10 climate-controlled units rent for $112.00 mo.; $13.44 per sf, 10
Cleveland, TN (10 x 10) Individual tenant $13.44 x 15 climate-controlled units rent for $150.00 mo.; $12.00 per sf, the 10 x
20 climate-controlled units rent for $ 180.00 mo.; $10.80 per sf (Avg rent
(10 x 15) Individual tenant $12.00 per sf: $12.08)
(10 x 20) Individual tenant $10.80
3 3300 Davy Crockett
RANE This is Posey's Storage located at Davy Crockett Road NE and 20th Street
Cleveland, TN (10 x 10) Individual tenant $11.40 NE in Cleveland, TN. This facility has climate controlled storage units,
which range in price from $9.60 to - $11.40 per square foot. The per month
(10 x 15) Individual tenant $10.00 / per sq. ft. breakdown is as follows: 10 x 10 = $95.00/mo; $11.40/sf, 10 x
15 = $125.00 per mo.; $10.00/sf and 10 x 20 = $160.00 per mo.; $9.60/sf.
(10 x 20) Individual tenant $9.60
4 125 Poplar Street - .
This is Crossover Self-Storage located on Poplar Street in Benton, TN.
This facility has non-climate controlled which range in price from $60.00-
Benton, TN (5 x 10) Individual tenant $14.40 $165.00 per month. The per month / per sq. ft. breakdown for the non-
climate controlled units are as follows: 5 x 10 = $60.00/mo.; $14.40/sf and
1052 200 TorFeidhe| $9.90 10 x 20 = $165.00/mo.; $9.90/sf. ($12.15 avg per sf monthly rent)
5 3307 Davy Crockett
RANE This is Posey's Storage located at Davy Crockett Road NE and 20th Street
Cleveland, TN (10 x 10) Individual tenant $7.80 NE in Cleveland, TN. This facility has non-climate controlled storage
units, which range in price from $7.60 to $7.80 follows: 10 x 10's rent for
(10 x 15) Individual tenant $7.60 $65.00 mo.; $7.80 per sf, 10 x 15's rent for $95.00 mo.; $7.60 per sfand 10
(0 200} bt et $7.80 x 20's rent for $130.00 mo.; $7.80 per sf. (Avg price per sf: $7.70)

[3 2501 20th Street NE
The 10 x 10 non-climate controlled units rent for $45.00 mo.; $5.40 per sf,

Cleveland, TN (10 x 10) Individual tenant $5.40 the 10 x 20 non-climate controlled units rent for $69.00 mo.; $4.14 per sf.
(Avg price per sfrent: $4.77)

(10 x 20) Individual tenant $4.14
7 6358 Waterlevel
Hwy
Cleveland, TN (Covered) Individual tenant $130.00 This is a storage facility that has covered and uncovered boat and RV
storage. Covered rents for $130 per month and uncovered rents for $70 per
(Uncovered) Individual tenant $70.00 month.
8 2610 20th St NE
Cleveland, TN (Covered) Individual tenant $160.00 This is a storage facility that has covered and uncovered boat and RV
storage. Covered rents for $160 per month and uncovered rents for $100
(Uncovered) Individual tenant $100.00 per month.
9 112 Benton Way Subject

This is the subject property 'as is'. The facility currently has climate-
Benton, TN (Covered) Individual tenant $130.00 controlled storage units, covered and uncovered boat and RV storage. The
10 x 10 climate-controlled units rent for $120.00 mo.; $14.40 per sf, the 10
x 15 climate-controlled units rent for $170.00 mo.; $13.60 per sf, the 10 x
20 climate-controlled units rent for $195.00 mo.; $11.70 per sf. (Avg price
(Uncovered) Individual tenant $70.00 per sf: $13.23) The covered boat/RV parking rents for $130.00 per month
and uncovered boat/RV parking rents for $70.00 per month.
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Lease Comparable 1

Location

Address 112 Benton Way Name Storage Facility 112 Benton
City Benton Condition Average

State TN

Comments

This is the subject property 'as is'. The facility currently has climate-controlled storage units, covered
and uncovered boat and RV storage. The 10 x 10 climate-controlled units rent for $120.00 mo.;
$14.40 per sf, the 10 x 15 climate-controlled units rent for $170.00 mo.; $13.60 per sf, the 10 x 20
climate-controlled units rent for $195.00 mo.; $11.70 per sf. (Avg price per sf: $13.23) The covered
boat/RV parking rents for $130.00 per month and uncovered boat/RV parking rents for $70.00 per
month.

*SUBJECT
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Lease Comparable 2

Location Building
Address 2530 Georgetown Road NW  Name 2530 Georgetown Road NW
City Cleveland Condition Average
State TN
Comments

The 10 x 10 climate-controlled units rent for $112.00 mo.; $13.44 per sf, 10 x 15 climate-controlled
units rent for $150.00 mo.; $12.00 per sf, the 10 x 20 climate-controlled units rent for $ 180.00 mo.;
$10.80 per sf (Avg rent per sf: $12.08)
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Lease Comparable 3

Location Building
Address 3300 Davy Crockett RANE  Name Posey's Storage
City Cleveland Condition Average
State TN
Comments

This is Posey's Storage located at Davy Crockett Road NE and 20th Street NE in Cleveland, TN.
This facility has climate controlled storage units, which range in price from $9.60 to - $11.40 per

square foot. The per month / per sq. ft. breakdown is as follows: 10 x 10 = $95.00/mo; $11.40/sf, 10

x 15 =3$125.00 per mo.; $10.00/sf and 10 x 20 = $160.00 per mo.; $9.60/sf.
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Lease Comparable 4

Location Building
Address 125 Poplar Street Name Crossover Self-Storage
City Benton Condition Average
State N
Comments

This is Crossover Self-Storage located on Poplar Street in Benton, TN. This facility has non-climate
controlled which range in price from $60.00-$165.00 per month. The per month / per sq. ft.
breakdown for the non-climate controlled units are as follows: 5 x 10 = $60.00/mo.; $14.40/sf and

10 x 20 = $165.00/mo.; $9.90/sf. ($12.15 avg per sf monthly rent)
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Lease Comparable 5

Location Building
Address 3307 Davy Crockett RANE  Name Posey's Storage - Non-
City Cleveland Condition Average
State TN
Comments

This is Posey's Storage located at Davy Crockett Road NE and 20th Street NE in Cleveland, TN.
This facility has non-climate controlled storage units, which range in price from $7.60 to $7.80

follows: 10 x 10's rent for $65.00 mo.; $7.80 per sf, 10 x 15's rent for $95.00 mo.; $7.60 per sf and

10 x 20's rent for $130.00 mo.; $7.80 per sf. (Avg price per sf: $7.70)

Williamson Group, LLC

104




Lease Comparable 6

Location Building
Address 2501 20th Street NE Name 20th Street Storage - Non-
City Cleveland Condition Average
State TN
Comments

The 10 x 10 non-climate controlled units rent for $45.00 mo.; $5.40 per sf, the 10 x 20 non-climate
controlled units rent for $69.00 mo.; $4.14 per sf. (Avg price per sf rent: $4.77)
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Lease Comparable 7

Location Building
Address 6358 Waterlevel Hwy Name 6358 Waterlevel Hwy
City Cleveland Condition Average
State TN
Comments

This is a storage facility that has covered and uncovered boat and RV storage. Covered rents for
$130 per month and uncovered rents for $70 per month.
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Lease Comparable 8

Location Building
Address 2610 20th St NE Name Toy Yard RV & Boat
City Cleveland Condition Average
State TN
Comments

This is a storage facility that has covered and uncovered boat and RV storage. Covered rents for
$160 per month and uncovered rents for $100 per month.
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Lease Comparable 9

Location Building
Address 112 Benton Way Name Storage Facility 112 Benton
City Benton Condition Average
State TN
Comments

This is the subject property 'as is'. The facility currently has climate-controlled storage units, covered

and uncovered boat and RV storage. The 10 x 10 climate-controlled units rent for $120.00 mo.;

$14.40 per sf, the 10 x 15 climate-controlled units rent for $170.00 mo.; $13.60 per sf, the 10 x 20
climate-controlled units rent for $195.00 mo.; $11.70 per sf. (Avg price per sf: $13.23) The covered
boat/RV parking rents for $130.00 per month and uncovered boat/RV parking rents for $70.00 per

month.

*SUBJECT
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Lease Analysis Grid
Address

City

State

Rent/SF

Lease Type

Term
Type

Conditions of Lease

112 Benton Way
Benton
™N

Transaction Adjustments

Normal

Comp 1

112 Benton Way

Benton
N
$11.70 - $14.40
($13.23 avg)
Monthly
Monthly

10x10-10x 20
Climate Controlled

units

0%

Comp 2
2530 Georgetown
Cleveland
TN
$10.80 - $13.44
($12.08 avg)
Monthly
Monthly
10x 10-10x 20
Climate Controlled
units

Normal

0% Normal

Comp 3
3300 Davy Crockett
Cleveland
N
$9.60 - $11.40
($10.33 avg)
Monthly
Monthly
10x10-10x 20
Climate Controlled
units

0% Normal

Comp 4
125 Poplar Street
Benton
N
$9.90 - $14.40
($12.15 avg)
Monthly
Monthly
10x 10-10x 20
Non-Climate
Controlled units

0% Normal

Comp 5
3307 Davy
Cleveland

TN
$7.60 - $7.80
(87.70 avg)
Monthly
Monthly
10x 10-10x 20
Non-Climate
Controlled units

0%

Comp 6
2501 20th Street
Cleveland
TN
$4.14 - $5.40
($4.77 avg)
Monthly
Monthly
10x 10-10x 20
Non-Climate
Controlled units

Normal 0%

Comp
6358 Vaterlev
[Clevelan
TN

$70.0D (uncov

$139.00 (cov
Monthly
Monthly
Odtdoor Sp:

Other Similar 0% Similar 0% Similar 0% Similar 0% Similar 0% Similar 0% |Simild
$11.70 - $14.40 $10.80 - $13.44 $9.60 - $11.40 $9.90 - $14.40 $7.60 - $7.80 $4.14-$5.40 | $70.0D (uncov
Adjusted Rent ($13.23 avg) ($12.08 avg) ($10.33 avg) ($12.15 avg) ($7.70 avg) ($4.77 avg) $134.00 (cov
Location Average Similar Similar Similar Similar Similar Similar Similar
% Adjustment] 0% 0% 0% 0% 0% 0% 0%
$ Adjustment $0.00 $0.00 $0.00 $0.00 $0.00 $0.00 $0.00
[1] Average [2] Proposed [3] Similar Similar Similar Similar Similar Similar Similar
% Adjustment| 0% 0% 0% 0% 0% 0% 0%
$ Adjustment $0.00 $0.00 $0.00 $0.00 $0.00 $0.00 $0.00
$11.70 - $14.40 $10.80 - $13.44 $9.60 - $11.40 $9.90 - $14.40 $7.60 - $7.80 $4.14 - $5.40 | $70.0p (uncov:
Adjusted Rent ($13.23 avg) ($12.08 avg) ($10.33 avg) ($12.15 avg) ($7.70 avg) ($4.77 avg) $134.00 (cov

Market Rent Reconciliation

Based on the above analysis, I have reconciled to a market rent of $13.00 per square foot
for climate-controlled units, $8.00 per square foot for the non-climate-controlled units,
$70.00 per month for the uncovered outdoor spaces and $130.00 per month for the covered
outdoor spaces. We will utilize these market rental rates in the income analysis for the ‘as
is” and prospective ‘as complete and stabilized’ values.
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Occupancy Trends

The Charts below shows the National Occupancy Rate through the 2"¢ quarter of 2021
based on the 2022 Self Storage Almanac.

The Charts below shows the South Atlantic Occupancy Rate through the 2" quarter of
2021 based on the 2022 Self Storage Almanac.
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Vacancy and Collection Loss

Given the survey data on the previous pages and the local comparable occupancy rates
shown below, we have projected a vacancy and collection loss at 5% for the subject
property mainly due to its location.

Local Occupancy Rates
5658 Georgetown Road 2530 Georgetown Rd 3303 Davey Crockett Dr
NW, Cleveland, TN NW, Cleveland, TN NE, Cleveland, TN

95% 85% 100%

Expenses

The following tables detail the subject’s expenses for the property ‘as is’ and ‘as
complete and stabilized’ based on information provided by the owner along with some
expenses being estimated based off of the market and your appraiser’s local knowledge
of similar properties within the immediate subject area. This is due to the fact that we
were not provided with any historical expense data.

Annual Expense Summary - As Is

Expense Amount
Taxes $10,640
Insurance $6,000
Utilities $7,000
Repairs & Maintenance $5,000
Miscellaneous $2,000
Management $9.,451
Reserves $3,150

Totals $43,241

Annual Expense Summary - As
Complete & Stabilized

Expense Amount
Taxes $17,710
Insurance $8,000
Utilities $9,000
Repairs & Maintenance $8,000
Miscellaneous $4,000
Management $14,843
Reserves $4,948

Totals $66,500
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In an effort to project the subject’s expenses for the projection period, we have included
the following data was taken from the 2022 Self-Storage Expense Guidebook.

Williamson Group, LLC 112




Williamson Group, LLC

113




We have analyzed and included local comparable properties for which operating expense
ratios are available in the chart below. The expense ratios for the storage facilities listed
below range from 22% to 32%. The subject’s expense ratio of 27.45% for the subject ‘as
is’ falls within the range and therefore appears reasonable and the subject’s expense ratio
0f26.88% for the subject’s prospective ‘as complete and stabilized’ falls within the range
and therefore appears reasonable.

Local Expense Ratios

Highway 11 S 125 Stuckey Dr NW 3005 Overlook Dr NE
Calhoun, TN Cleveland, TN Cleveland, TN
32% 22% 22%

Fixed Expenses

Fixed expenses are expenses that do not vary depending on production or sales levels,
such as rent, property tax, insurance, or interest expense.

Variable Expenses

Variable expenses are expenses that do vary depending on production or sales levels,
such as water, maintenance and utilities.

Replacement Allowance
A fund set aside for replacement of common property in a project particularly that which

has a short life expectancy, such as carpeting, furniture, heating and cooling system
(HVAC) etc.

Annual Estimated Expenses 'As Is'

M Taxes

M Insurance

M Utilities

M Repairs & Maintenance
H Miscellaneous

B Management

M Reserves

The expenses have been estimated
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Annual Estimated Expenses 'As Complete & Stabilized'

W Taxes

M Insurance

m Utilities

M Repairs & Maintenance
B Miscellaneous

B Management

H Reserves
The expenses have been estimated
Q 1 1
Income Profile 'As Is
165,800
? $157,510
$114,269
$43,241
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Effective Gross Exp. Reim-

Potential Gross Income Income Expenses  bursements
$165,800 $157,510 $43,241 $0 $114,269

*the income has been estimated based on market rents
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Income Profile 'As Complete & Stabilized'
5260,400 $247,380
$180,880
$66,500
S0
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Effective Gross Exp. Reim-

Potential Gross Income Income Expenses  bursements
$260,400 $247,380 $66,500 $0 $180,880

*the income has been estimated based on market rents

Capitalization Rate

In determining an appropriate capitalization rate for a property multiple sources can be
utilized. The four most commonly used techniques are recent comparable sales, Investor
Surveys, Market Participant Interviews, and the Band of Investment Technique. Source:
2022 Self-Storage Almanac

The capitalization rate is the factor that coverts the stabilized net operating income (NOI)
to a present value. It is the ratio of net income to value or sale price.

NOI =+ Sale Price = Capitalization Rate

For example, if a property sells for $500,000, and has a stabilized NOI of $50,000, the
indicated capitalization rate is 10%.

Band of Investment

This technique utilizes lender and real estate investor investment criteria to develop, or
synthesize a capitalization rate. There are four key inputs necessary for this method:

1. The loan-to-value ratio (M)

2. The mortgage interest rate (i)

3. The loan term (n)

4. The equity cap rate or equity dividend rate (Rg)
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The mortgage variables are used to build the mortgage constant (Rn), which is the total
amount of the payments made in one year, expressed as a percentage of the original loan
amount.

Payments x 12 / Original Loan Amount = Mortgage Constant (Rwm)

The equity cap rate is the annual return to the investor, expressed as a percent of the
original amount invested. The annual return to the investor is also known as the equity
dividend rate; it is the profit remaining after debt service and all other expenses.

After Debt Service Profit / Equity Investment = Equity Cap Rate (Rg)

Note that the equity cap rate is not the same (usually, that is) as the equity yield rate. The
equity yield rate reflects the total return to the investor over the life of the investment.
Factors such as appreciation and mortgage pay down affect and usually increase this
return to a point higher than the equity dividend rate. In markets where substantial
appreciation is expected, investors will often accept a low or even negative equity
dividend rate, anticipating a compensating payoff when the property is eventually sold.
In markets where little appreciation is expected, much more weight is given to the annual
equity dividend.

Formula:
RvxM = rate
Re x (1-M) = rate

= Cap Rate (Ro)

Debt Coverage Ratio Analysis

This technique develops a capitalization rate based on typical mortgage terms. There are
four variables necessary for this method:

The loan-to-value ratio (M)
The mortgage interest rate (i)
The loan term (n)

The debt coverage ratio (DCR)

b=

Items 1 through 3 are discussed above under the Band of Investment section. In this
method it is also used to develop the mortgage constant (Rm). The debt coverage ratio is
the factor by which income exceeds debt on an annual basis.

Formula:
Debt Coverage Ratio x Loan to Value Ratio x Mortgage Constant = R,
or: DCR x M x Rm =R,

I have researched mortgage rates and terms typical for the subject within the market area.
The table below details the Band of Investment and Debt Coverage Ratio Analyses
calculations.
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Survey of Overall Rate (OAR) Data

An overall rate for the subject was estimated. It should be noted that it is very difficult
to derive local comparable rates due to the owner’s confidentiality that they try and
maintain when your appraiser calls to discuss their net operating income. However, we
were able to obtain capitalization rates from the comparable sales utilized in the Sales
Comparison Approach and local market extracted rates. Therefore, the capitalization
rates from the comparable sales and the local market extracted capitalization rates have
been relied upon heavily in determining the appropriate overall capitalization rate for the
subject property along with support by the national averages. Below and on the following
pages is a portion of the research we utilized in order to determine an appropriate

capitalization rate for the subject.

Capitalization Rate Calculations

Capitalization Rate Variables

Mortgage Interest Rate 6.00%
Loan Term (Years) 20
Loan To Value Ratio 80.%
Debt Coverage Ratio 1.5
Equity Dividend Rate 10.00%

Band of Investment Analysis

Mortgage Constant Loan Ratio Contributions
0.085971727 X 80.% = 6.88%
Equity Dividend Rate Equity Ratio
10.00% X 20.% = 2.00%
Band of Investment Capitalization Rate 8.88%
Debt Coverage Ratio Analysis
Debt Coverage Ratio x Loan to Value Ratio x Mortgage Constant

1.5x 0.8 x 0.0859717270173798 = 10.32%
Debt Coverage Ratio Capitalization Rate ~ 10.32%

Investor Surveys

Emphasis is also given to the investor survey published by RealtyRates.com Investor
Survey — 1st Quarter 2023 (*4th Quarter 2022 data). This data is derived from a quarterly
investment survey of market participants to include real estate lenders, investment

advisors and portfolio managers.
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RealtyRates.com INVESTOR SURYEY - 1st Quarter 20237

Item
Minimum

Spread Owyer 10-Year Treasury
Debt Cowerage Ratio

Interest FRate
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Loan-to-Yalue Ratio
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Spread Oyer 10-Year Treasury
Debt Cowerage Ratio

Interest Fate

Amortiz ation

Martgage Constant
Loan-to-Walue Ratio

Equity Oividend Rate
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Shown in the chart, is a range from 5.73% to 11.89% overall capitalization for Self-
Storage — Mini Storage with an average approximately 10.56%. Variances in the
capitalization rates are a function of numerous property and market specific
characteristics to include supply/demand equilibrium, tenant credit worthiness, lease
term and investment risk characteristics.
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Overall Capitalization Rate — 2022 Self Storage Almanac
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Market Extracted Rates

The following table details the local capitalization rates extracted from the market of
similar self-storage facilities within a 150 mile radius that have been used to help
determine an overall rate for the subject properties.

Property Address Property City Property State Property Type Sale Status Building SF  Year Built  Sale Date Sale Price  Price Per SF  Actual Cap Rate
7935 Senoia Rd Fairburn GA Self Storage Sold 114,000 2021 4/12/2023  $20,200,000 $177.19 7.00
5859 Rutledge Pike Knoxville N Self Storage Sold 86,966 2022 3/29/2023  $11,750,000 $135.11 5.20
324 Wears Valley Rd Pigeon Forge TN Self Storage Sold 22,000 1988 2/14/2023 $3,600,000 $163.64 6.05
15 Fallen Spruce Dr Asheville NC Self Storage Sold 21,000 2004 1/19/2023 $2,600,000 $123.81 5.58
6497 Andrew Johnson Hwy E Afton N Self Storage Sold 39,500 1989 1/10/2023  $4,230,000 $107.09 6.00
209 Rock Hill Fair Play Ne Self Storage Sold 6,000 1985 8/28/2022 7.30
2916 Pelzer Hwy Easley sC Self Storage Sold 7,400 1990 6/28/2022 $500,000 $67.57 7.00
605 US-29 Bypass Byp Anderson sC Self Storage Sold 6,000 1985 6/20/2022 $749,000 $124.83 7.00
1991 US 70 Hwy Swannanoa NC Self Storage Sold 25,525 1995 2/14/2022  $2,450,000 $95.98 7.00
125 Saco-lowell Rd Easley SC Self Storage Sold 17,934 1995 1/3/2022 $1,050,000 $58.55 9.00

Capitalization Rate Conclusion

Indications for an appropriate capitalization rate were derived from the locally extracted
rates, the Investor’s Survey, as well as the Band of Investment Technique. Therefore,
with consideration to the data presented and researched, I have selected an overall
capitalization rate of 8.00% for the subject property. This rate is supported by the local
averages and is considered reasonable based on the subject’s location, access, current
market conditions, historical income and vacancy loss and the potential quality of

income stream.

Capitalization Rate Summary

5.20% - 9.00%
5.73%- 11.89%

Market Extracted Rates
Realty Rates Investor Survey-Mini Storage
Band of Investments Analysis

8.88%

Williamson Group Utilized Rate

8.00%

Williamson Group, LLC

123




Capitalization to Value — As Is

Income Capitalization Analysis - As Is

Unit/Space Type Income Method Units/SF Annual % of PGI
Existing climate-controlled ~ $13.00 $/SF/Year 11,000 $143,000 86.2%
Uncovered outdoor spaces ~ $70.00 $/Month 16 $13,440 8.1%
Covered outdoor spaces $130.00 $/Month 6 $9,360 5.6%
Potential Gross Income: $165,300 100.0%
Vacancy & Collection Loss 5.00% $8,290
Other Income: $0
Eftective Gross Income (EGI): 95.0%
Expense Amount Method Annual $/SF
Taxes $10,640 $/Year $10,640 $0.69
Insurance $6,000 $/Year $6,000 $0.39
Utilities $7,000 $/Year $7,000 $0.45
Repairs & Maintenance $5,000 $/Year $5,000 $0.32
Miscellaneous $2,000 $/Year $2,000 $0.13
Management 6% % of EGI $9,451 $0.61
Reserves 2% % of EGI $3,150 $0.20
Total Expenses: $43,241 $2.80
Expense Ratio (Expenses/EGI): 27.45%
Expense Reimbursements: $0
Net Expense Ratio 27.45%
Net Operating Income (NOI): $7.41
Capitalization Rate: 8.00%
Value (NOI/Cap Rate):| $1,428,365 $92.63
Rounded:| $1,430,000 $92.74

Direct Capitalization Analysis Conclusion — As Is

Based on the analysis detailed above, as of May 16, 2023, I have reconciled to a direct
capitalization approach value ‘as is’ of:

$1,430,000
One Million Four Hundred Thirty Thousand Dollars
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Capitalization to Value — As Complete & Stabilized

Income Capitalization Analysis - As Complete and Stabilized

Unit/Space Type Income Method Units/SF Annual % of PGI

Existing climate-controlled  $13.00 $/SF/Year 11,000 $143,000 54.9%

Proposed climate-controlled  $13.00 $/SF/Year 4,200 $54,600 21.0%

Non-climate controlled $8.00 $/SF/Year 5,000 $40,000 15.4%

Uncovered outdoor spaces ~ $70.00 $/Month 16 $13,440 52%

Covered outdoor spaces $130.00 $/Month 6 $9,360 3.6%
Potential Gross Income: $260,400 100.0%

Vacancy & Collection Loss 5.00% $13,020

Other Income:

$0
Eftective Gross Income (EGI): $247,380 95.0%

Expense Amount Method Annual $/SF
Taxes $17,710 $/Year $17,710 $0.69
Insurance $8,000 $/Year $8,000 $0.31
Utilities $9,000 $/Year $9,000 $0.35
Repairs & Maintenance $8,000 $/Year $8,000 $0.31
Miscellaneous $4,000 $/Year $4,000 $0.16
Management 6% % of EGI $14,843 $0.58
Reserves 2% % of EGI $4,948 $0.19

Total Expenses: $66,500 $2.59

Expense Ratio (Expenses/EGI): 26.88%
Expense Reimbursements: $0
Net Expense Ratio 26.88%

Net Operating Income (NOI): $180,880 $7.05

Capitalization Rate: 8.00%
Value (NOI/Cap Rate):|  $2,260,995 $88.08
Rounded:|  $2,260,000 $88.04

Direct Capitalization Analysis Conclusion — As Complete &
Stabilized

Based on the analysis detailed above, as of November 16, 2023, I have reconciled to a
direct capitalization approach value ‘as complete and stabilized’ of:

$2,260,000
Two Million Two Hundred Sixty Thousand Dollars

Williamson Group, LLC 125




Final Reconciliation

The process of reconciliation involves the analysis of each approach to value. The quality
of data applied the significance of each approach as it relates to market behavior and
defensibility of each approach are considered and weighed. Finally, each is considered
separately and comparatively with each other.

Value Indications

Cost Approach: $2,110,000 As Complete

Sales Comparison Approach: $1,430,000 As Is
$2,260,000 As Complete & Stabilized

Income Approach - Direct
Capitalization: $1,430,000 As Is
$2,260,000 As Complete & Stabilized

Cost Approach

The Cost Approach was applied as while the age of the improvements that are already
there makes the depreciation difficult to accurately measure once the renovations are
complete. This approach needs to be, and has been done to help determine and validate
if the project is financially feasible. This approach will also bring added support to the
overall report.

Sales Comparison Approach

The Sales Comparison Approach is predicated on the principle that an investor would
pay no more for an existing property than for a comparable property with similar utility.
This approach is contingent on the reliability and comparability of available data.

The Sales Comparison Approach was considered as we were able to find comparable
sales that have sold within the last few years. However, less weight will be placed on the
Sales Comparison Approach in the final analysis as it was indicated that the typical
market participant would look more to the Income Approach to value properties such as
the subject.

Income Approach — Direct Capitalization

If accurately applied, the Income Approach is often quite reliable in valuing properties
of this type, as they are typically exchanged based on their income-generating potential.
The reliability of this approach is enhanced when adequate data are available to assure
proper development of the income, expense, and capitalization rate analysis.
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The value derived from the Income Capitalization Approach is supported by a large
quantity of market data regarding, expenses and capitalization rates; and is considered
consistent with market indications.

The Income Capitalization Approach was given the greatest weight in the final value
estimate since this type of property would typically be purchased for its income
producing capabilities and there is adequate data to develop a value estimate with this
approach.

Value Conclusion

The final value conclusion and the approaches relied upon give strong consideration to
the behavior of the typical buyer/investor and current market environment of the

property.

Based on the data and analyses developed in this appraisal, I have reconciled to the
following value conclusion(s), as of May 16, 2023, subject to the Limiting Conditions
and Assumptions of this appraisal.

Reconciled Value(s): Premise: As Is Market Value
Interest: Leased Fee
Effective Date: May 16, 2023
Value Conclusion: $1,430,000
One Million Four Hundred Thirty Thousand Dollars

Premise: Prospective Market Value As Complete
Effective Date: November 16, 2023

Interest: Leased Fee

Value Conclusion: $2,110,000

Two Million One Hundred Ten Thousand Dollars

Premise: Prospective Market Value As Complete & Stabilized
Effective Date: November 16, 2024

Interest: Leased Fee

Value Conclusion: $2,260,000

Two Million Two Hundred Sixty Thousand Dollars
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Certification Statement
I certify that, to the best of my knowledge and belief:

The statements of fact contained in this report are true and correct.

The reported analyses, opinions and conclusions are limited only by the reported assumptions and
limiting conditions, and are my personal, unbiased professional analyses, opinions and conclusions.

I have no present or contemplated future interest in the property that is the subject of this report, and
have no personal interest or bias with respect to the parties involved.

My compensation is not contingent upon the reporting of a predetermined value or direction in value
that favors the cause of the client, the amount of the value estimate, the attainment of a stipulated
result, or the occurrence of a subsequent event.

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

As of the date of this report, Michael E. Williamson is a candidate for designation member of the
Appraisal Institute;

My analyses, opinions, and conclusions were developed and this report has been prepared in
conformity with the Uniform Standards of Professional Appraisal Practice (USPAP).

To the best of my knowledge, this report was performed in accordance with the requirements of Title
XI of FIRREA and any implementing regulations.

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 Appraisal Practice
of the Appraisal Institute.

As of the date of this report, I have completed the Standards and Ethics Education Requirement of the
Appraisal Institute for Associate Members.

Tuwana Commons assisted Michael Williamson in all aspects of the report other than the physical
inspection of the property. No one else outside of the signatories below provided significant
professional assistance in the development of the conclusions contained in this report.

I certify sufficient competence to appraise this property through education and experience, in addition
to the internal resources of the appraisal firm.

The value conclusion(s) and other opinions expressed herein are not based on a requested minimum
value, a specific value or approval of a loan.

Michael Williamson has made an exterior inspection of the subject property. It should be noted that
none of the units were inspected on the interior.

In the last three years, my firm has not prepared an appraisal in connection with the property nor
provided any other services of any kind in connection with the property.

The use of any and all extraordinary assumptions or hypothetical conditions if found to be false may
have a direct effect on the assignment results.

Michael Williamson, CG
TN - 2819
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Definitions

Market Value: As defined by the Office of the Comptroller of Currency (OCC) under
12 CFR, Part 34, Subpart C-Appraisals, 34.42 Definitions, the Board of Governors of
the Federal Reserve System (FRS) and the Federal Deposit Insurance Corporation in
compliance with Title XI of FIRREA, as well as by the Uniform Standards of Appraisal
Practice as promulgated by the Appraisal Foundation, is as follows.

Market value means the most probable price which a property should bring
in a competitive and open market under all conditions requisite to a fair sale,
the buyer and seller each acting prudently and knowledgeably, and assuming
the price is not affected by undue stimulus. Implicit in this definition is the
consummation of a sale as of a specified date and the passing of title from
seller to buyer under conditions whereby,

1. Buyer and seller are typically motivated;

2. Both parties are well informed or well advised, and acting in what
they consider their own best interest;

3. A reasonable time is allowed for exposure in the open market;

4. Payment is made in terms of cash in U.S. dollars or in terms of
financial arrangements comparable thereto; and

5. The price represents the normal consideration for the property sold
unaffected by special or creative financing or sales concessions
granted by anyone associated with the sale.

A Fee Simple interest is defined” as:
Absolute ownership unencumbered by any other interest or estate, subject
only to the limitations imposed by the governmental powers of taxation,
eminent domain, police power, and escheat.

A Leased Fee interest is defined? as:
The ownership interest held by the lessor, which includes the right to receive
the contract rent specified in the lease plus the reversionary right when the
lease expires.

3 Appraisal Institute, The Dictionary of Real Estate Appraisal, 7th ed. (Chicago: Appraisal Institute, 2022).
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Marketing Time is defined* as:
An opinion of the amount of time it might take to sell a real or personal
property interest at the concluded market value level during the period
immediately after the effective date of an appraisal. Marketing time differs from
exposure time, which is always presumed to precede the effective date of an
appraisal. (Advisory Opinion 7 of the Appraisal Standards Board of The
Appraisal Foundation and Statement on Appraisal Standards No. 6,
“Reasonable Exposure Time in Real Property and Personal Property Market
Value Opinions” address the determination of reasonable exposure and
marketing time.)

Exposure Time is defined* as:
1 The time a property remains on the market.

2. [The] estimated length of time that the property interest being appraised would
have been offered on the market prior to the hypothetical consummation of a sale
at market value on the effective date of the appraisal. Comment: Exposure time
is a retrospective opinion based on an analysis of past events assuming a
competitive and open market. (USPAP, 2016-2017 ed.)

Gross Building Area (GBA) is defined* as:
1. Total floor area of a building, excluding unenclosed areas, measured from the
exterior of the walls of the above grade area. This includes mezzanines and
basements if and when typically included in the market area of the type of
property involved.

2. Gross leasable area plus all common areas.

3. For residential space, the total area of all floor levels measured from the
exterior of the walls and including the super-structure and substructure basement;
typically does not include garage space.

Rentable Area is defined* as:
For office or retail buildings, the tenant’s pro rata portion of the entire office
floor, excluding elements of the building that penetrate through the floor to the
areas below. The rentable area of a floor is computed by measuring to the inside
finished surface of the dominant portion of the permanent building walls,
excluding any major vertical penetrations of the floor. Alternatively, the amount
of space on which the rent is based; calculated according to local practice.

4 Appraisal Institute, The Dictionary of Real Estate Appraisal, 7th ed. (Chicago: Appraisal Institute, 2022).
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Gross Leased And Occupied Area (GLOA) is defined® as:
The amount of area leased and occupied by tenants; relates to determination of
common area expenses for vacant space in a shopping center. If stipulated in the
lease, landlords may calculate a tenant’s pro rata share for expense
reimbursement based on the percentage of GLOA.

As Is Market Value is defined” as:

The estimate of the market value of real property in its current physical condition,
use, and zoning as of the appraisal date. (Interagency Appraisal Guidelines) Note
that the use of the “as is” phrase is specific to appraisal regulations pursuant to
FIRREA applying to appraisals prepared for regulated lenders in the United
States. The concept of an “as is” value is not included in the Standards of
Valuation Practice of the Appraisal Institute, Uniform Standards of Professional
Appraisal Practice, or International Valuation Standards.

Prospective market value “as completed” and “as stabilized” is defined® as:

A prospective market value may be appropriate for the valuation of a property
interest related to a credit decision for a proposed development or renovation
project. According to USPAP, an appraisal with a prospective market value
reflects an effective date that is subsequent to the date of the appraisal report.
Prospective value opinions are intended to reflect the current expectations and
perceptions of market participants, based on available data. Two prospective
value opinions may be required to reflect the time frame during which
development, construction, and occupancy will occur. The prospective market
value—as completed—reflects the property’s market value as of the time that
development is expected to be completed. The prospective market value—as
stabilized—reflects the property’s market value as of the time the property is
projected to achieve stabilized occupancy. For an income-producing property,
stabilized occupancy is the occupancy level that a property is expected to achieve
after

the property is exposed to the market for lease over a reasonable period of time
and at comparable terms and conditions to other similar properties. (See USPAP
Statement 4 [retired] and Advisory Opinionl7.) (Interagency Appraisal and
Evaluation Guidelines)

Prospective Opinion of Value is defined’ as:
A value opinion effective as of a specified future date. The term does not define
a type of value. Instead, it identifies a value opinion as being effective at some
specific future date. An opinion of value as of a prospective date is frequently
sought in connection with projects that are proposed, under construction, or under
conversion to a new use, or those that have not yet achieved sellout or a stabilized
level of long-term occupancy.

5 Appraisal Institute, The Dictionary of Real Estate Appraisal, 7th ed. (Chicago: Appraisal Institute, 2022).
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Deficit Rent is defined® as:
The amount by which market rent exceeds contract rent at the time of the
appraisal; created by a lease favorable to the tenant, resulting in a positive
leasehold, and may reflect uninformed or unusually motivated parties, special
relationships, inferior management, a lease executed in a weaker rental market,
or concessions agreed to by the parties.

Destination Shopping is defined® as:
1. A classification of retail tenant and a type of shopping experience for which
consumers have planned a specific purchase and trip to a store. A destination
shopping experience often involves comparison shopping, and it can be
considered the opposite of convenience shopping.

2. A shopping excursion to a commercial area combining complementary
entertainment, dining, and retail functions.

Going Concern Value is defined® as:
An outdated label for the market value of all the tangible and intangible assets of
an established and operating business with an indefinite life, as if sold in
aggregate; more accurately termed the market value of the going concern or
market value of the total assets of the business.

Going Concern Premise is defined® as:
One of the premises under which the total assets of a business can be valued; the
assumption that a company is expected to continue operating well into the future
(usually indefinitely).

Going Concern is defined® as:
1. An established and operating business having an indefinite future life.
2. An organization with an indefinite life that is sufficiently long that, over time,
all currently incomplete transformations [transforming resources from one form
to a different, more valuable form] will be completed.

Market Value of the Going Concern is defined as:

The market value of an established and operating business including the real
property, personal property, financial assets, and the intangible assets of the
business.

Interim Use is defined® as:
The temporary use to which a site or improved property is put until a different
use becomes maximally productive.

6 Appraisal Institute, The Dictionary of Real Estate Appraisal, 7th ed. (Chicago: Appraisal Institute, 2022).
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Limiting Conditions and Assumptions

Acceptance of and/or use of this report constitutes acceptance of the following limiting
conditions and assumptions; these can only be modified by written documents executed
by both parties.

This appraisal is to be used only for the purpose stated herein. While distribution of this
appraisal in its entirety is at the discretion of the client, individual sections shall not be
distributed; this report is intended to be used in whole and not in part.

No part of this appraisal, its value estimates or the identity of the firm or the appraiser(s)
may be communicated to the public through advertising, public relations, media sales,
or other media.

All files, work papers and documents developed in connection with this assignment are
the property of Williamson Group, LLC. Information, estimates and opinions are verified
where possible, but cannot be guaranteed. Plans provided are intended to assist the client
in visualizing the property; no other use of these plans is intended or permitted.

No hidden or unapparent conditions of the property, subsoil or structure, which would
make the property more or less valuable, were discovered by the appraiser(s) or made
known to the appraiser(s). No responsibility is assumed for such conditions or
engineering necessary to discover them. Unless otherwise stated, this appraisal assumes
there is no existence of hazardous materials or conditions, in any form, on or near the
subject property.

Unless otherwise state in this report, the existence of hazardous substances, including
without limitation asbestos, polychlorinated biphenyl, petroleum leakage, or agricultural
chemicals, which may or may not be present on the property, was not called to the
attention of the appraiser nor did the appraiser become aware of such during the
appraiser’s inspection. The appraiser has no knowledge of the existence of such materials
on or in the property unless otherwise stated. The appraiser, however, is not qualified to
test for such substances. The presence of such hazardous substances may affect the value
of the property. The value opinion developed herein is predicated on the assumption that
no such hazardous substances exist on or in the property or in such proximity thereto,
which would cause a loss in value. No responsibility is assumed for any such hazardous
substances, nor for any expertise or knowledge required to discover them.

Unless stated herein, the property is assumed to be outside of areas where flood hazard
insurance is mandatory. Maps used by public and private agencies to determine these
areas are limited with respect to accuracy. Due diligence has been exercised in
interpreting these maps, but no responsibility is assumed for misinterpretation.

Good title, free of liens, encumbrances and special assessments is assumed. No
responsibility is assumed for matters of a legal nature.
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Necessary licenses, permits, consents, legislative or administrative authority from any
local, state or Federal government or private entity are assumed to be in place or
reasonably obtainable.

It is assumed there are no zoning violations, encroachments, easements or other
restrictions which would affect the subject property, unless otherwise stated.

The appraiser(s) are not required to give testimony in Court in connection with this
appraisal. If the appraisers are subpoenaed pursuant to a court order, the client agrees to
pay the appraiser(s) Williamson Group, LLC’s regular per diem rate plus expenses.

The use of any and all extraordinary assumptions used in this report may have a direct
effect on the assignment results if found to be false or unattainable.

Appraisals are based on the data available at the time the assignment is completed.
Amendments/modifications to appraisals based on new information made available after
the appraisal was completed will be made, as soon as reasonably possible, for an
additional fee.

Americans with Disabilities Act (ADA) of 1990

A civil rights act passed by Congress guaranteeing individuals with disabilities equal
opportunity in public accommodations, employment, transportation, government
services, and telecommunications. Statutory deadlines become effective on various dates
between 1990 and 1997. Williamson Group, LLC has not made a determination
regarding the subject’s ADA compliance or non-compliance. Non-compliance could
have a negative impact on value, however this has not been considered or analyzed
in this appraisal.
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Subject Deed
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receipt of which is hereby acknowledged, have bargained, sold and conveyed unto the Grantee the
following described premises, to-wit:

SITUATED in the First Civil District of Polk County, Tennessee, and being more particularly
described as follows:

BEING all of Lot Two (2), consisting of 2.05 acres, more or less, and Lot Three (3), consisting
of 0.30 acre, more or less, as set forth on Survey Final Plat of Welcome Valley Crossing, of
record in Plat Book 12, Page 39, Register’s Office of Polk County, Tennessee.

SUBJECT to any setback lines, drainage and/or utility easements and conditions and limitations
depicted and/or noted on or attached to the referenced recorded plat and prior plats recorded in
Plat Book 12, Page 25: Plat Book 12, Pages 22; and Plat Book 8, Page 362.

SUBJECT to all prior easements, rights of way and restrictions, visible or otherwise, and further
subject to any governmental zoning or regulations and subdivision ordinances or regulations in
effect with respect to the property.

SUBJECT to and CONVEYED herewith a permanent, perpetual and non-exclusive easement
along and with that area designated on the referenced plat as proposed Benton Way, to be dedicated
by the Grantors herein to the City of Benton and maintained by the City per the plat.

SUBJECT to and CONVEYED herewith, a permanent, perpetual, and non-exclusive easement
for ingress, egress, and utilities. The easement being 50 feet in width and extending to the property
in a northeastwardly direction from Welcome Valley Road as set forth on the referenced plat.

BEING the same property conveyed to Timothy Cathey by Special Warranty Deed from PNB
Holding Co. 1, Inc. a Tennessee Corporation, recorded on March 2, 2020 in Deed Book 321, Pages
118-120, Register’s Office of Polk County, Tennessee.

WITH THE HEREDITAMENTS and appurtenances thereto appertaining, hereby releasing all
claims to homestead and dower therein. TO HAVE AND TO HOLD THE said premises to the
said Grantee, their heirs and assigns forever.

And said Grantor, for themselves and for their heirs, executors and administrators do
hereby covenant with said Grantee, their heirs, and assigns, that they are lawfully seized in fee
simple of the premises above conveyed and have full power, authority and right to convey the
same, and that said premises are free from all encumbrances and that they will forever
WARRANT and DEFEND the said premises and the title thereto against the lawful claims of all
persons whomsoever.

Whenever in this instrument a pronoun is used it shall be construed to represent either

singular or plural, as the case may demand.

20-05-079

Book WD323 Page 101
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Engagement Letter
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GLOSSARY OF TERMS

Appraisal (1) An analysis, opinion, or
conclusion relating to the nature, quality,
value, or utility of specified interest in, or
aspects of, identified real estate; (2) The
act or process of estimating value; an
estimate of value.

Appraisal Types (1) Appraisal Report
(2) Restricted Appraisal Report

Appraisal Formats

Appreciation An increase in property
value resulting from an excess of demand
over supply.

Assessed Value 1.A value set on real
estate and personal property by a
government as a basis for levying taxes.
(IAAO)

2.The monetary amount for a property as
officially entered on the assessment roll
for purposes of computing the tax levy.
Assessed values differ from the assessor's
estimate of actual (market) value for three
major reasons: fractional assessment
ratios, partial exemptions, and decisions
by assessing officials to override market
value. The process of gathering and
interpreting economic data to provide
information that can be wused by
policymakers to formulate tax policy.
(IAAO)

Assessment 1.The official valuation of
property for ad valorem taxation.

2.A single charge levied against a parcel
of real estate to defray the cost of a public
improvement that presumably will
benefit only the properties it serves, e.g.,
assessment for the installation of
sidewalks, curbs, or sewer and water
lines.3.An official determination of the

amount to be paid by or to the owners of
real estate to defray the cost of a public
improvement that is presumed to benefit
the properties it serves in an amount at
least equal to the cost of the
improvement, e.g., assessment of benefits
and/or damages for public sewer or water
lines.

Assumption That which is taken to be
true.

Business Enterprise Value (BEV)

A term applied to the concept of the value
contribution of the total intangible assets
of a continuing business enterprise such
as marketing and management skill, an
assembled work force, working capital,
trade names, franchises, patents,
trademarks, contracts, leases, and
operating agreements.

Capitalization Rate (R) Any rate used to
convert income into value.

Cash Equivalency A price expressed in
terms of cash, as distinguished from a
price expressed totally or partly in terms
of the face amounts of notes or other
securities that cannot be sold at their face
amounts. Calculating the cash-equivalent
price requires an appraiser to compare
transactions involving atypical financing
to transactions involving comparable
properties financed at typical market
terms.

Comparables A shortened term for
similar property sales, rentals, or
operating expenses used for comparison
in the valuation process; also called
comps.

Contract Rent The actual rental income
specified in a lease.
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Curable Functional Obsolescence An
element of depreciation; a curable defect
caused by a flaw in the structure,
materials, or design.

Curable Physical Deterioration An
element of depreciation; a curable defect
caused by deferred maintenance.

Debt Coverage Ratio (DCR) The ratio
of net operating income to annual debt
service; measures the ability of a property
to meet its debt service out of net
operating income; also called debt service
coverage ratio (DSCR).

Deed A written, legal instrument that
conveys an estate or interest in real
property when it is executed and
delivered.

Deed Restriction A limitation that passes
with the land regardless of the owner;
usually limits the property's type or
intensity of use. See also restrictive
covenant; title defect.

Deferred Maintenance Curable,
physical deterioration that should be
corrected immediately, although work
has not commenced; denotes the need for
immediate expenditures, but does not
necessarily suggest inadequate
maintenance in the past.

Depreciation 1. In appraising, a
loss in property value from any cause; the
difference between the cost of an
improvement on the effective date of the
appraisal and the market value of the
improvement on the same date.

2.In accounting, an allowance made
against the loss in value of an asset for a
defined purpose and computed using a
specified method.

Developer's Profit The profit anticipated
by the developer of a subdivision.

Direct Costs 1. Expenditures for
the labor and materials used in the
construction of improvements; 2.The
labor, material, subcontractor, and heavy
equipment costs directly incorporated
into the construction of physical
improvements. (R.S. Means)

Also called hard costs.

Discounted Cash Flow (DCF) analysis

The procedure in which a discount rate is
applied to a set of projected income
streams and a reversion. The analyst
specifies the quantity, variability, timing,
and duration of the income streams as
well as the quantity and timing of the
reversion and discounts each to its
present value at a specified yield rate.
DCF analysis can be applied with any
yield capitalization technique and may be
performed on either a lease-by-lease or
aggregate basis.

Discount Rate An interest rate used to
convert future payments or receipts into
present value. The discount rate may or
may not be the same as the internal rate
of return (IRR) or yield rate depending on
how it is extracted from the market and/or
used in the analysis.

Easement An interest in real property
that conveys use, but not ownership, of a
portion of an owner's property. Access or
right of way easements may be acquired
by private parties or public utilities.
Governments dedicate conservation,
open space, and preservation easements.

Economic Life The period over which
improvements to real property contribute
to property value.
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Effective Age The age of property that is
based on the amount of observed
deterioration and obsolescence it has
sustained, which may be different from
its chronological age. (USPAP, 2002 ed.)

Effective Gross Income (EGI)

The anticipated income from all
operations of the real property after an
allowance is made for vacancy and
collection losses. Effective gross income
includes items constituting other income,
1.e., income generated from the operation
of the real property that is not derived
from space rental (e.g., parking rental or
income from vending machines).

Effective Rent The rental rate net of
financial concessions such as periods of
no rent during the lease term; may be
calculated on a discounted Dbasis,
reflecting the time value of money, or on
a simple, straight-line basis.

Entrepreneurial Incentive A market-
derived figure that represents the amount
an entrepreneur expects to receive for his
or her contribution to a project and risk.
See also entrepreneurial profit.

Entrepreneurial Profit 1.A market-
derived figure that represents the amount
an entrepreneur receives for his or her
contribution to a project and risk; the
difference between the total cost of a
property (cost of development) and its
market value (property value after
completion), which represents the
entrepreneur's compensation for the risk
and expertise associated with
development.

2.In economics, the actual return on
successful management practices, often
1dentified with coordination, the fourth
factor of production following land,

labor, and capital; also called
entrepreneurial return or entrepreneurial
reward.

Escalation Clause A clause in an
agreement that provides for the
adjustment of a price or rent based on
some event or index, e.g., a provision to
increase rent if operating expenses
increase; also called expense recovery
clause.

Estate A right or interest in property.

Exposure Time 1.The time a property
remains on the market. 2.The estimated
length of time the property interest being
appraised would have been offered on the
market prior to the hypothetical
consummation of a sale at market value
on the effective date of the appraisal; a
retrospective estimate based on 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. (Appraisal Standards Board
of The Appraisal Foundation, Statement
on Appraisal Standards No. 6,
"Reasonable Exposure Time in Real
Property and Personal Property Market
Value Opinions")Market value estimates
imply that an adequate marketing effort
and reasonable time for exposure
occurred prior to the effective date of the
appraisal. In the case of disposition value,
the time frame allowed for marketing the
property rights is somewhat limited, but
the marketing effort is orderly and
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adequate. With liquidation value, the time
frame for marketing the property rights is
so severely limited that an adequate
marketing  program  cannot  be
implemented. (The Report of the
Appraisal Institute Special Task Force on
Value Definitions qualifies exposure time
in terms of the three above-mentioned
values.)

Expense Stop A clause in a lease that
limits the landlord's expense obligation
because the lessee assumes any expenses
above an established level.

External Obsolescence An clement of
depreciation; a defect, usually incurable,
caused by negative influences outside a
site and generally incurable on the part of
the owner, landlord, or tenant.

Extraordinary Assumption An
assumption, directly related to a specific
assignment, which, if found to be false,
could alter the appraiser's opinions or
conclusions. Extraordinary assumptions
presume as fact otherwise uncertain
information about physical, legal, or
economic characteristics of the subject
property; or about conditions external to
the property such as market conditions or
trends; or about the integrity of data used
in an analysis. An extraordinary
assumption may be used in an assignment
only if:

o It is required to properly develop
credible opinions and conclusions;

o The appraiser has a reasonable basis
for the extraordinary assumption;

o Use of the extraordinary assumption
results in a credible analysis; and

0 The appraiser complies with the
disclosure requirements set forth in
USPAP for extraordinary
assumptions.(USPAP, 2002 ed.)

Fee Simple Estate Absolute ownership
unencumbered by any other interest or
estate, subject only to the limitations
imposed by the governmental powers of
taxation, eminent domain, police power,
and escheat.

FIRREA The financial Institutions
Reform, Recovery, and Enforcement Act.
Legislation enacted in 1989 to bail out the
savings and loan industry; FIRREA
created the office of the Thrift
Supervision (OTS), the Resolution Trust
Company (RTC), and the Appraisal
Subcommittee to implement Title IX of
FIRREA mandating state certification
and licensing of appraisers.

Fixed Expenses Operating expenses that
generally do not vary with occupancy and
that prudent management will pay
whether the property is occupied or
vacant.

Floor Area Ratio (FAR) The
relationship between the above-ground
floor area of a building, as described by
the building code, and the area of the plot
on which it stands; in planning and
zoning, often expressed as a decimal, e.g.,
a ratio of 2.0 indicates that the
permissible floor area of a building is
twice the total land area. See also land-to-
building ratio.

Franchise A privilege or right that is
conferred by grant on an individual or a
group of individuals; usually an exclusive
right to furnish public services or to sell a
particular product in a certain
community.

Frictional Vacancy Vacancy unrelated
to disequilibria in supply and demand, but
rather due to tenant relocations as leases
roll over and expire. Frictional vacancy is
considered a typical vacancy rate in a
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given market operating in equilibrium.
Typically used in demographic analysis
or supply and demand studies. Closely
related but distinct from the concept of
vacancy and collection loss as it relates to
a single property. See also vacancy.

Functional Obsolescence An element of
depreciation resulting from deficiencies
or super-adequacies in the structure.

Functional Utility The ability of a
property or building to be useful and to
perform the function for which it is
intended according to current market
tastes and standards; the efficiency of a
building's use in terms of architectural
style, design and layout, traffic patterns,
and the size and type of rooms.

Furniture, Fixtures, and Equipment
(FF&E) The movable property of a
business enterprise not classified as stock
or inventory or leasehold improvements;
frequently found in the ownership of
hotels or motels, restaurants, assisted-
living facilities, service stations, car
washes, greenhouses and nurseries, and
other  service-intensive  properties.
Furniture, fixtures, and equipment
frequently wears out much more rapidly
than other components of those
properties.

Going-Concern Value 1.The market
value of all the tangible and intangible
assets of an established and operating
business with an indefinite life, as if sold
in aggregate; also called value of the
going concern.2.Tangible and intangible
elements of value in a business enterprise
resulting from factors such as having a
trained work force, an operational plant,
and the necessary licenses, systems, and
procedures in place. The value of an
operating business enterprise. Goodwill

may be separately measured but is an
integral component of going-concern
value. (USPAP, 2002 ed.)

Gross Building Area (GBA)

The total floor area of a building,
including  below-grade space but
excluding unenclosed areas, measured
from the exterior of the walls. Gross
building area for office buildings is
computed by measuring to the outside
finished surface of permanent outer
building walls without any deductions.
All enclosed floors of the building
including basements, mechanical
equipment floors, penthouses, and the
like are included in the measurement.
Parking spaces and parking garages are
excluded.

Gross Income

Income from the operation of a business
or the management of property,
customarily stated on an annual basis.

Gross Leasable Area (GLA)

The total floor area designed for the
occupancy and exclusive use of tenants,
including basements and mezzanines, and
measured from the center of interior
partitioning to outside wall surfaces; the
standard measure for determining the size
of shopping centers where rent is
calculated based on the GLA occupied.
The area for which tenants pay rent.

Williamson Group, LLC

147




Gross Lease A lease in which the
landlord receives stipulated rent and is
obligated to pay all or most of the
property's operating expenses and real
estate taxes. See also lease.

Highest and Best Use The reasonably
probable and legal use of vacant land or
an improved property, which 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.

Hypothetical Condition That which is
contrary to what exists but is supposed for
the purpose of analysis. Hypothetical
conditions assume conditions contrary to
known facts about physical, legal, or
economic characteristics of the subject
property; or about conditions external to
the property, such as market conditions or
trends; or about the integrity of data used
in an analysis. A hypothetical condition
may be used in an assignment only if:

1. Use of the hypothetical condition is
clearly required for legal purposes, for
purposes of reasonable analysis, or for
purposes of comparison;

2. Use of the hypothetical condition
results in a credible analysis; and

3. The appraiser complies with the
disclosure requirements set forth in
USPAP for hypothetical conditions.
(USPAP, 2002 ed.)

Income Capitalization Approach

A set of procedures through which an
appraiser derives a value indication for an
income-producing property by

converting its anticipated benefits (cash
flows and reversion) into property value.
This conversion can be accomplished in
two ways. One year's income expectancy
can be capitalized at a market-derived
capitalization rate or at a capitalization
rate that reflects a specified income
pattern, return on investment, and change
in the value of the investment.
Alternatively, the annual cash flows for
the holding period and the reversion can
be discounted at a specified yield rate.

Incurable Functional Obsolescence

An element of depreciation; a defect
caused by a deficiency or super adequacy
in the structure, materials, or design,
which cannot be practically or
economically corrected.

Incurable Physical Deterioration

An element of depreciation; a defect
caused by physical deterioration that
cannot be practically or economically
corrected.

Indirect Costs

Expenditures or allowances for items
other than labor and materials that are
necessary for construction, but are not
typically part of the construction contract.
Indirect costs may include administrative
costs; professional fees; financing costs
and the interest paid on construction
loans; taxes and the builder's or
developer's all-risk insurance during
construction; and marketing, sales, and
lease-up costs incurred to achieve
occupancy or sale. Also called soft costs.

Intangible Property Nonphysical assets,
including but not limited to franchises,
trademarks, patents, copyrights,
goodwill, equities, mineral rights,
securities, and contracts, as distinguished
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from physical assets such as facilities and
equipment. (USPAP, 2002 ed.)

Intended Use The use or uses of an
appraiser's reported appraisal, appraisal
review, or  appraisal  consulting
assignment opinions and conclusions, as
identified by the appraiser based on
communication with the client at the time
of the assignment. (USPAP, 2002 ed.)

Intended User

The client and any other party as
identified, by name or type, as users of the
appraisal, appraisal review, or appraisal
consulting report by the appraiser on the
basis of communication with the client at
the time of the assignment. (USPAP,
2002 ed.)

Land-to-Building Ratio

The proportion of land area to gross
building area; one of the factors
determining comparability of properties.

Leased Fee Interest An ownership
interest held by a landlord with the rights
of use and occupancy conveyed by lease
to others. The rights of the lessor (the
leased fee owner) and the lessee are
specified by contract terms contained
within the lease.

Leasehold Interest The interest held by
the lessee (the tenant or renter) through a
lease transferring the rights of use and
occupancy for a stated term under certain
conditions.

Liquidation Value

The most probable price that a specified
interest in real property is likely to bring
in all of the following conditions:

1. Consummation of a sale will occur
within a severely limited future
marketing period specified by the client.

2. The actual market conditions currently
prevailing are those to which the
appraised property interest is subject.

3. The buyer is acting prudently and
knowledgeably.

4. The seller is wunder extreme
compulsion to sell.

5. The buyer is typically motivated.

6. The buyer is acting in what he or she
considers his or her best interest.

7. A limited marketing effort and time
will be allowed for the completion of a
sale.

8. Payment will be made in cash in U.S.
dollars or in terms of financial
arrangements comparable thereto.

9. The price represents the normal
consideration for the property sold,
unaffected by special or creative
financing or sales concessions granted by
anyone associated with the sale.

This definition can be modified to
provide for valuation with specified
financing terms. See also disposition
value; distress sale; forced price; market
value.

Market Area The geographic or
locational delineation of the market for a
specific category of real estate, i.e., the
area in which alternative, similar
properties effectively compete with the
subject property in the minds of probable,
potential purchasers and users. See also
trade area.
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Market Rent The most probable rent that
a property should bring in a competitive
and open market reflecting all conditions
and restrictions of the specified lease
agreement including term, rental
adjustment and revaluation, permitted
uses, use restrictions, and expense
obligations; the lessee and lessor each
acting prudently and knowledgeably, and
assuming consummation of a lease
contract as of a specified date and the
passing of the leasehold from lessor to
lessee under conditions whereby:

1. Lessee and lessor are typically
motivated.

2. Both parties are well informed or well
advised, and acting in what they consider
their best interests.

3. A reasonable time is allowed for
exposure in the open market.

4. The rent payment is made in terms of
cash in United States dollars, and is
expressed as an amount per time period
consistent with the payment schedule of
the lease contract.

5. The rental amount represents the
normal consideration for the property
leased unaffected by special fees or
concessions  granted by  anyone
associated with the transaction.

Marketing Time

1. The time it takes an interest in real
property to sell on the market sub-sequent
to the date of an appraisal.

2. Reasonable marketing time is an
estimate of the amount of time it might
take to sell an interest in real property at
its estimated market value during the
period immediately after the effective
date of the appraisal; the anticipated time

required to expose the property to a pool
of prospective purchasers and to allow
appropriate time for negotiation, the
exercise of due diligence, and the
consummation of a sale at a price
supportable by concurrent market
conditions. Marketing time differs from
exposure time, which is always presumed
to precede the effective date of the
appraisal. (Advisory Opinion 7 of the
Appraisal Standards Board of The
Appraisal Foundation and Statement on
Appraisal Standards No. 6, "Reasonable
Exposure Time in Real Property and
Personal  Property  Market Value
Opinions" address the determination of
reasonable exposure and marketing time.)

Market Study

A macroeconomic analysis that examines
the general market conditions of supply,
demand, and pricing or the demographics
of demand for a specific area or property
type. A market study may also include
analyses of construction and absorption
trends.

Market Value

The major focus of most real property
appraisal assignments. Both economic
and legal definitions of market value have
been developed and refined. Continual
refinement is essential to the growth of
the appraisal profession.

1. The most widely accepted components
of market value are incorporated in the
following definition:

The most probable price, as of a specified
date, in cash, or in terms equivalent to
cash, or in other precisely revealed terms,
for which the specified property rights
should sell after reasonable exposure in a
competitive market under all conditions
requisite to a fair sale, with the buyer and
seller each acting prudently,
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knowledgeably, and for self-interest, and
assuming that neither is under undue
duress.

2. Market value is defined in the Uniform
Standards of Professional Appraisal
Practice (USPAP) as follows:

A type of value, stated as an opinion, that
presumes the transfer of a property (i.e., a
right of ownership or a bundle of such
rights), as of a certain date, under specific
conditions set forth in the definition of the
term 1identified by the appraiser as
applicable in an appraisal. (USPAP, 2002
ed.)

USPAP also requires that certain items be
included in every appraisal report.
Among these items, the following are
directly related to the definition of market
value:

e Identification of the specific
property rights to be appraised.

e Statement of the effective date of
the value opinion.

e Specification as to whether cash,
terms equivalent to cash, or other
precisely described financing
terms are assumed as the basis of
the appraisal.

e I[f the appraisal is conditioned
upon financing or other terms,
specification as to whether the
financing or terms are at, below or
above market interest rates and/or
contain unusual conditions or
incentives. The terms of above- or
below-market  interest rates
and/or other special incentives
must be clearly set forth; their
contribution to, or negative
influence on, value must be
described and estimated; and the
market data supporting the

opinion of value must be
described and explained.

The following definition of market value
is used by agencies that regulate federally
insured financial institutions in the
United States:

The most probable price which a property
should bring in a competitive and open
market under all conditions requisite to a
fair sale, the buyer and seller each acting
prudently and knowledgeably, and
assuming the price is not affected by
undue stimulus. Implicit in this definition
is the consummation of a sale as of a
specified date and the passing of title
from seller to buyer under conditions
whereby:

e Buyer and seller are typically
motivated;

e Both parties are well informed or
well advised, and acting in what
they consider their best interests;

e A reasonable time is allowed for
exposure in the open market;

e Payment is made in terms of cash
in U.S. dollars or in terms of
financial arrangements
comparable thereto; and

e The price represents the normal
consideration for the property
sold unaffected by special or
creative financing or sales
concessions granted by anyone
associated with the sale. (12
C.F.R. Part 34.42(g); 55 Federal
Register 34696, August 24, 1990,
as amended at 57 Federal Register
12202, April 9, 1992; 59 Federal
Register 29499, June 7, 1994)

4. In 1993, the Appraisal Institute
Special Task Force on Value
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Definitions put forward the
following definition of market
value:

The most probable price which a
specified interest in real property is likely
to bring under all of the following
conditions:

e Consummation of a sale occurs as
of a specified date.

e An open and competitive market
exists for the property interest

appraised.

e The buyer and seller are each
acting prudently and
knowledgeably.

e The price is not affected by undue
stimulus.

e The buyer and seller are typically
motivated.

e Both parties are acting in what
they consider their best interest.

e Marketing efforts were adequate
and a reasonable time was
allowed for exposure in the open
market.

e Payment was made in cash in U.S.
dollars or in terms of financial
arrangements comparable thereto.

e The price represents the normal
consideration for the property
sold, unaffected by special or
creative financing or sales
concessions granted by anyone
associated with the sale.

This definition can also be modified to
provide for wvaluation with specified
financing terms.

5. The International Valuation
Standards Committee defines
market value for the purpose of
international standards as
follows:

Market value is the estimated amount for
which a property should exchange on the
date of valuation between a willing buyer
and a willing seller in an arm's-length
transaction after proper marketing
wherein the parties had each acted
knowledgeably, prudently, and without
compulsion. (International Valuation
Standards 2001. London: International
Valuation Standards Committee, 2001,
92.)

Persons performing appraisal services
that may be subject to litigation are
cautioned to seek the exact definition of
market value applicable to the
jurisdiction where the services are being
performed. For further discussion of this
important term, see The Appraisal of Real
Estate, 12th ed. (Chicago: Appraisal
Institute, 2001), 21-24

Market Value “As Is” The value of
specific ownership rights to an identified
parcel of real estate in the condition
observed upon inspection and as it
physically an legally exists without
hypothetical conditions, assumptions, or
qualifications as of the date of the
appraisal.

Neighborhood A group of
complementary land uses; a congruous
grouping of inhabitants, buildings, or
business enterprises.

Net Lease

Generally a lease in which the tenant pays
for utilities, janitorial services, and either
property taxes or insurance, and the
landlord pays for maintenance, repairs,
and the property taxes or insurance not
paid by the tenant. Sometimes used
synonymously with single net lease but
better stated as a partial net lease to
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eliminate confusion. Also called single
net lease; modified gross leassingle net
lease; modified gross lease. See also
lease.

Net Operating Income (NOI)

The actual or anticipated net income that
remains after all operating expenses are
deducted from effective gross income,
but before mortgage debt service and
book depreciation are deducted; may be
calculated before or after deducting
replacement reserves.

Net Rentable Area (NRA) (1) The area
on which rent is computed, (2) The
rentable area of a floor as measured to the
inside of the finished surface of the
dominant portion of the permanent outer
building walls, excluding any major
vertical penetrations of the floor. No
deductions shall be made for columns and
projections necessary to the building.
Includes spaces such as mechanical
rooms, janitorial rooms, restrooms, and
lobby areas.

Obsolescence One cause of depreciation;
an impairment of desirability and
usefulness caused by new inventions,
changes in design, improved processes
for production, or external factors that
make a property less desirable and
valuable for a continued use; may be
either functional or external.

Operating Expenses

The periodic expenditures necessary to
maintain the real property and continue
production of the effective gross income,
assuming prudent and competent
management. See also total operating
expenses.

Overall Capitalization Rate
An income rate for a total real property

interest that reflects the relationship
between a single year's net operating
income expectancy and the total property
price or value; used to convert net
operating income into an indication of
overall property value.

Personal Property

1. Identifiable tangible objects that are
considered by the general public as being
"personal," for example, furnishings,
artwork, antiques, gems and jewelry,
collectibles, machinery and equipment;
all tangible property that is not classified
as real estate. (USPAP, 2002 ed.)

2. Consists of every kind of property that
is not real property; movable without
damage to itself or the real estate;
subdivided into tangible and intangible.
(IAAO)

Present Value (PV) The value of a future
payment or series of future payments
discounted to the current date or to time
period zero.

Prospective Value Opinion

A forecast of the value expected at a
specified future date. A prospective value
opinion is most frequently sought in
connection with real estate projects that
are proposed, under construction, or
under conversion to a new use, or those
that have not achieved sellout or a
stabilized level of long-term occupancy at
the time the appraisal report is written.

Prospective Future Value ‘“upon
completion of construction” The value

presented assumes all  proposed
construction, conversion, or
rehabilitation is hypothetically

completed, or under other specified
hypothetical conditions, as of the future
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date when such construction completion
is projected to occur. If anticipated
market  conditions indicated  that
stabilized occupancy is not likely as of
the date of completion, the estimate shall
reflect the market value or the property in
the then “as is” leased state. For
properties where individual units are to
be sold over a period of time, this value
should be represent that point in time
when all construction and development
cost have been expended for that phase,
or those phases under valuation.

Prospective Future Value “upon
reaching stabilized occupancy”

The value presented assumes the property
has attained the optimum level of long-
term occupancy, which an income-
producing real estate project is expected
to achieve under competent management
after exposure for leasing in the open
market for a reasonable period of time at
terms and conditions comparable to
competitive offerings.

Real Estate

Physical land and appurtenances attached
to the land, e.g., structures. An identified
parcel or tract of land, including
improvements, if any.

Real Property

All interests, benefits, and rights inherent
in the ownership of physical real estate;
the bundle of rights with which the
ownership of the real estate is endowed.
In some states, real property is defined by
statute and is synonymous with real
estate. See also personal property; real
estate.

Remaining Economic Life

The estimated period during which
improvements will continue to contribute
to property value; an estimate of the

number of years remaining in the
economic life of the structure or
structural components as of the date of
the appraisal; used in the age-life method
of estimating depreciation.

Replacement Allowance

An allowance that provides for the
periodic  replacement of building
components that wear out more rapidly
than the building itself and must be
replaced during the building's economic
life.

Replacement Cost

The estimated cost to construct, at current
prices as of the effective appraisal date, a
building with utility equivalent to the
building being appraised, using modern
materials and current standards, design,
and layout.

Report

Any communication, written or oral, of
an appraisal, appraisal review, or
appraisal consulting service that is
transmitted to the client upon completion
of an assignment. (USPAP, 2002 ed.)

Reproduction Cost

The estimated cost to construct, at current
prices as of the effective date of the
appraisal, an exact duplicate or replica of
the building being appraised, using the
same materials, construction standards,
design, layout, and quality of
workmanship and embodying all the
deficiencies, super adequacies, and
obsolescence of the subject building.
Reversion

A lump-sum benefit that an investor
receives or expects to receive at the
termination of an investment; also called
reversionary benefit.

Scope of Work
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The amount and type of information
researched and the analysis applied in an
assignment. Scope of work includes, but
is not limited to, the following:

e The degree to which the property is
inspected or identified;

e The extent of research into physical
or economic factors that could
affect the property;

e The extent of data research; and

eThe type and extent of analysis
applied to arrive at opinions or
conclusions.

Shell Rent

The typical rent paid for retail, office, or
industrial tenant space based on minimal
"shell" interior finishes (called plain
vanilla finish in some areas). Usually the
landlord delivers the main building shell
space or some minimum level of interior
build-out, and the tenant completes the
interior finish, which can include wall,
ceiling, and floor finishes; mechanical
systems, interior electric, and plumbing.
Typically these are long-term leases with
tenants paying all or most property
expenses.

Super-adequacy

An excess in the capacity or quality of a
structure or structural component;
determined by market standards.

Terminal Capitalization Rate

The rate used to convert income, e.g.,
NOI, cash flow, into an indication of the
anticipated value of the subject real
property at the end of an actual or
anticipated holding period. The terminal
capitalization rate is used to estimate the
resale value of the property. Also called
reversionary capitalization rate or going-
out capitalization rate.

Usable Area

The area available for assignment or
rental to an occupant, including every
type of usable space; measured from the
inside finish of outer walls to the office
side of corridors or permanent partitions
and from the centerline of adjacent
spaces; includes subdivided occupant
space, but no deductions are made for
columns and projections. There are two
variations of net area: single occupant net
assignable area and store net assignable
area.

Use Value

1. In economics, the attribution of value
to goods and services based upon their
usefulness to those who consume them.

2 In real estate appraisal, the value a
specific property has for a specific use;
may be the highest and best use of the
property or some other use specified as a
condition of the appraisal; may be used
where legislation has been enacted to
preserve farmland, timberland, or other
open space land on urban fringes.

USPAP  Uniform Standards of
Professional Appraisal Practice
Current standards of the appraisal
profession, developed for appraisers and
the users of appraisal services by the
Appraisal Standards Board of The
Appraisal Foundation. The Uniform
Standards set forth the procedures to be
followed in developing an appraisal,
analysis, or opinion and the manner in
which an appraisal, analysis, or opinion is
communicated. They are endorsed by the
Appraisal Institute and by other
professional appraisal organizations.

Vacancy and Collection Loss

An allowance for reductions in gross
potential income attributable to projected
vacancy (physical or economic) and
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potential collection loss considerations.
Vacancy is an expected loss in income as
a result of periodic vacant space
attributable to un-rented space and tenant
turnover.  Credit  loss  considers
nonpayment of rent and can consider
units rented at below-market rates (also
known as lag vacancy). Vacancy and
collection loss is usually estimated on a
property-specific basis as part of the
reconstructed operating statement in the
income capitalization approach and
applied, as a percentage, to potential
gross income or as a percentage of
rentable area of the property; may also
refer to a study of vacancy and collection
loss in a defined market or submarket.

Yield Rate (Y)

A rate of return on capital, usually
expressed as a compound annual
percentage rate. A yield rate considers all
expected property benefits, including the
proceeds from sale at the termination of
the investment.
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