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July 8, 2022

Ms. Dawn A. Collins
Town Administrator/Clerk
Town of Palmer Lake

Re: Appraisal Report
Elephant Rock Property
290 CO-105
Palmer Lake, El Paso County, CO 80133

Dear Ms. Collins:

At yourrequest, we have prepared an appraisal for the above referenced property, which
is briefly described as follows: The subject consists of approximately 28.64 acres with aged
various structures; cabins, garage, gymnasium, hall with lodging and/or office space that is
accessible from Hwy 105.

This valuation contains analyses, opinions, and conclusions along with market data and
reasoning appropriate for the scope of work detailed herein. It was prepared solely for the
intended use and infended user(s) explicitly identified in the attached report. This appraisal
report is infended to conform with Uniform Standards of Professional Appraisal Practice
(USPAP), the Code of Professional Ethics and Standards of Professional Appraisal Practice of
the Appraisal Institute, and applicable state appraisal regulations.

Based on the appraisal described in the accompanying report, subject to the limiting
conditions and assumptions, extraordinary assumptions and hypothetical conditions (if
any), the following value conclusion(s) are as follows:

Interest /e [11)
Appraised Conclusion
Current As Is Fee Simple May 23, 2022 $1,550,000 12 months

Date of Value Exposure Time

Appraisal Premise
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Please reference Scope of Work section (page 24) of this report forimportant information
regarding the scope of research and analysis for this appraisal, including property
identification, inspection, highest and best use analysis and valuation methodology. We
also direct your attention to the impacts of COVID-19 Pandemic section (page 23) and
Limiting Conditions and Assumptions section (page 79). Acceptance of this report
constitutes an agreement with these conditions and assumptions. In particular, we note the
following:

Extraordinary Assumptions:

There are no extraordinary assumptions for this appraisal.

Hypothetical Conditions:

There are no hypothetical conditions for this appraisal.

Thank you for your business. If you have any specific questions or concerns regarding the
attached appraisal report, or if we can be of additional assistance, please let us know.

Respectfully submitted,

Opteon Appraisal, Inc

Chlpdent

24

Christopher E. Kokott Meridith Weitzenfeld
Certified Residential Appraiser Certified General Real Estate Appraiser
CO#CR200000887 CO #Pending

Exp: December 31, 2022 Exp: Pending
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Subject Photographs

Subject street view

Street alt view

Main entry

Front of Main building

Fire Hydrant on the property

Access to accessory buildings
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Peeling paint Peeling paint

Peeling paint Peeling paint

Front of building peeling paint Front, main entry
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Rear Rear, side

Front, side Front of main building alt view

Main building photos: Garage Office 1
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Office 2 Attic construction

Attic construction alt view Electrical panels

Electrical panels Boiler heaters
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Crawl space Rear deck

Congregation room Meeting room
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Meeting room, fireplace Hallway, glass boarded prevent break-in

Suite 1 Family room Kitchen 1

Kitchen 2 Suite 2 family room
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Eating area Second floor, bedroom

Bedroom Bedroom

T

Hallway Second floor layout
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Second floor: Woman's bathroom Stalls/Showers

Bathtub Men'’s bathroom

Urinals Shower stalls
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Kitchen

Kitchen

Kitchen

Walk-in freezer

Walk-in refrigerator
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Preachers cabin

Alt view

Separate water heater
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Bedroom Full bath

Full bath alt view Rear view from Preachers cabin

Sewer View from Preachers cabin
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Inground pool Pool changing room
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Work shop 1 Workshop 2
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Tractor
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Cabin section of photos Exterior peeling paint, broken windows and screens

Bedroom Bedroom
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Cabin detdails Bedroom

Roof and interior damage (2) cabins

Full bath area Hallway

File #22-04-0263 Opteon Appraisal, Inc 19



290 CO-105
Palmer Lake, CO 80133

™) OPTEON

Full bath

EEs e
LIS P

e L rn"f'\.'
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Paneled off door to the full bath

Cabin layout
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Interior view Ceiling detail

Exterior detail Covered picnic area
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Executive Summary

Salient Information

Subject: Elephant Rock Property
290 CO-105,
Palmer Lake, El Paso County, CO 80133

The subject consists of approximately 28.64 acres with
aged various structures; cabins, garage, gymnasium, hall
with lodging and/or office space that is accessible from

Hwy 105.
GPS Coordinates: 39.115047 -104.906481
Site Size: 28.64 acres
Building Size: 31,243 SF
Owner: Town of Palmer Lake
Report Preparation Date: July 8, 2022
Effective Value Date: May 23, 2022
Zoning: PUD & R-3
Highest and Best Use: As Though Vacant: Mixed Use
As Improved: Redevelopment consistent

with the highest and best use
as though vacant

Value Indications

Land Value: $1,550,000

Appraisal Premise: | Value Conclusion(s)  Effective Date(s) | Property Rights
As ls $1,550,000 May 23, 2022 Fee Simple

File #22-04-0263 Opteon Appraisal, Inc 22
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Impact of COVID-19

The impact of the COVID-19 pandemic continues fo unfold globally. The rapid pace at
which the pandemic spread and global actions to curtail it are having an unprecedented
impact on the way we live and do business. The following discussion provides insight and
analysis to the current health crisis and macroeconomic market trends.

The coronavirus pandemic caused severe economic disruptions last year as households,
governments, and businesses adopted a variety of mandatory and voluntary measures
(social distancing) to limit in-person interactions that could spread the virus. The impact
was focused on particular sectors of the economy, such as fravel and hospitality. Job
losses were concentrated mostly among lower-wage workers. However, over the course of
the coming year, vaccination is expected to greatly reduce the number of new cases of
COVID-19. As aresult, the extent of social distancing is expected to decline.

In its new economic forecast, which covers the period from 2021 to 2031, the Congressional
Budget Office (CBO) projects that the economic expansion that began in mid-2020 will
continue for the foreseeable future. Specifically, real gross domestic product (GDP) is
projected to return to its pre-pandemic level this year and projected to grow by 3.7% in
2021.In CBQO'’s projections, the unemployment rate gradually declines through 2026, and
the number of people employed returns to its pre-pandemic level in 2024.

In the meantime, however, the economy is following a two-track path. Those parts of the
economy that require in-person interactions and face-to-face contact remain well below
pre-pandemic levels due torisks of infection. The commercial real estate sectors that are
associated with these activities, such as lodging/resorts, restaurants, retail, skilled nursing,
and senior living, have also experienced more significant weakening during the pandemic,
and face a longer, slower recovery in the months and years ahead.

There are also sectors of commercial real estate that show sustained activity during the
pandemic. These include warehouses for e-commerce, self-storage facilities, and certain
retail spaces for grocery stores and pharmacies. Consequently, many investors have
remained active in the market throughout the pandemic, even though issues around site
visits, appraisals and document signing can sometimes slow the process down.

As of the date of this report, the nation, region, and market area are impacted by the
COVID-19 pandemic. This could have a prolonged effect on macroeconomic conditions,
though at this time the length of duration is unknown. The perceived impact on real estate
varies based on several factors including asset class, use, tenancy, and location. Our
analysis and conclusions consider any perceived risk associated with the coronavirus
pandemic as of the effective date of the report.

File #22-04-0263 Opteon Appraisal, Inc 23
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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 intfended user(s).

Scope of work is the type and extent of research and analyses involved in an assignment.
To determine the appropriate scope of work for the assignment, we considered the
intended use of the appraisal, the needs of the user, the relevant characteristics of the
subject property, and other pertinent factors. Our concluded scope of work is summarized
below, and in some instances, additional scope details are included in the appropriate
sections of the report

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.

Client Town of Palmer Lake

Intended Use To assist the client with internal planning purposes.
Intended User(s) Client

Other Intfended User(s) None

Property Identification: The subject has been identified by the assessor's

parcel identification number(s), legal description,
and its common and civic address.

Inspection: An adequate interior and exterior observation of
the subject property was performed by one or
nmore appraisers signing this report.

Analysis: A review of the micro and/or macro market
environments with respect to physical and
economic factors relevant to the valuation
process. This process included, but was not limited
to, interviews with regional and/or local market
participants, available published data, and other
various resources. Also researched the regional
and/or local market with respect to applicable real
estate tax data, zoning requirements, flood zone
status, demographics, income and expense data,
comparable listing, sale, and rentalinformation, as

File #22-04-0263 Opteon Appraisal, Inc 24
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applicable. Information gathered was analyzed
through the use of appropriate and accepted
appraisal methodology to arrive at a probable
market value indication via each applicable
approach to value.

Highest and Best Use Analysis:  An inferred highest and best use analysis of the
subject as though vacant and as improved has
been made. An inferred analysis uses local frends
and patterns to infer a general highest and best
use for the subject. For this analysis, market
dynamics that are considered include prices,
market exposure times, rents, vacancy, and listings
of similar real estate.

Type of Value: Market Value

Valuation Analyses
Cost Approach: A cost approach was not applied based on the
highest and best use of the property as determined
within. Alternative methods of valuation would be

used.
Sales Comparison A sales comparison approach was applied as there
Approach: is adequate market data to develop a value

estimate and this approach reflects market
behavior for this property type.

Income Approach: An income approach was not applied based on
the highest and best use of the property as
determined within. Alternative methods of
valuation would be used.

File #22-04-0263 Opteon Appraisal, Inc 25
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Reporting Requirements

This appraisal is intended to conform to the requirements of the following:

o Uniform Standards of Professional Appraisal Practice (USPAP)

o Code of Professional Ethics and Standards of Professional Appraisal Practice of
the Appraisal Institute

o Applicable state appraisal regulations

o Appraisal requirements of Title Xl of the Financial Institutions Reform, Recovery
and Enforcement Act of 1989 (FIRREA), revised June 7, 1994 v) Interagency
Appraisal and Evaluation Guidelines

o Appraisal guidelines of the client/lender

Extraordinary Assumptions

An extraordinary assumpftion is defined by the USPAP to be “an assumption, directly related
to a specific assignment, as of the effective date of the assignment results, which, if found
to be false, could alter the appraiser’s opinion or conclusions.” Extraordinary assumptions
presume as fact otherwise uncertain information. In other words, this type of assumption
involves uncertainty about an underlying premise. An example is new construction. If the
improvements are built to different standards or with different materials, then the value
conclusion may be negatively affected.

USPAP Standard Rule 1-2(f) requires the identification of all extraordinary assumptions that
are necessary for credible assignment results.

There are no extraordinary assumptions for this appraisal.

This appraisal does not address unforeseeable events that could alter the proposed subject
property and/or the market conditions reflected in these analyses

Hypothetical Conditions

USPAP defines a hypothetical condition as “a condition, directly related to a specific
assignment, which is contrary to what is known by the appraiser to exist on the effective
date of the assignment results but is used for the purpose of analysis."

Hypothetical conditions assume conditions that are contrary to known fact. Anillustration
is the current valuation of a proposed home. For the purpose of a rational analysis, it is
assumed the home exists on the effective as is value date, but it is known the home is
nonexistent. Another example is a new zoning classification, that a property does not have
today, but the new zoning is assumed for the purpose of a logical current valuation.
Uncertainty is not involved with a hypothetical condition. An essential premise underlying
the valuation is known not to exist on the effective value date.

USPAP Standard Rule 1-2(g) requires the identification of all Hypothetical Conditions that
are necessary for a credible value opinion.

File #22-04-0263 Opteon Appraisal, Inc 26
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There are no hypothetical conditions for this appraisal.

The above Extraordinary Assumptions and/or Hypothetical Conditions as well as other
assumptions anywhere herein are integral premises upon which the conclusions in this
document are based. If any of these assumptions are later found to be materially untrue
or inaccurate, then this report’s assignment results may or may not be affected.

Personal Property and Intangibles

Personal property is movable and not permanently affixed to the real estate. Examples of
personal property are freestanding ranges, refrigerators, tables, desks, chairs, beds, linen,
siverware, hand tools, and small utensils. An intangible is a nonphysical asset like
franchises, tfrademarks, patents, goodwill, and mineral rights. Personal and intangible
property included in this appraisal's value opinion, if any, is considered typical for this type
of real estate, yet insignificant to the value opinion. Therefore, non-realty is not itemized or
valued herein. Moreover, this report’s final value conclusion(s) excludes unaffixed
equipment, detached trade fixtures, and chattel unless specifically stated to the contrary.

Competency

The persons signing this report are licensed to appraise real property in the state in which
the subjectislocated. They affirm they have the experience, knowledge, and education
to value this type of property sufficient to produce a credible report. They have previously
appraised similar real estate.

File #22-04-0263 Opteon Appraisal, Inc 27
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Definition of Market Value

The definition of market value is used in all federally regulated transactions that exceed a
minimum amount. This definition is mandated by Title XI of the Financial Institutions Reform,
Recovery, and Enforcement Act (FIRREA) of 1989. The exact same definition was published
in the Federal Register several times by different federal agencies. (Some printings are: 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; and 59 Federal Register 29499, June 7, 1994.)

Market Value is defined as:

“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:

Virtually the same definition is also cited in the most recent version of the USPAP.

buyer and seller are both typically motivated;

both parties are well informed or well advised and acting in
what they consider their own best interests;

a reasonable time is allowed for exposure in the open market;

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

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."

File #22-04-0263 Opteon Appraisal, Inc
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Market Analysis

Geographical Location

The Colorado Springs, Metropolitan Statistical Area (MSA) is located in the Colorado
Springs region of the State of Colorado. It is located just east of the geographic center of
the state and 61 miles south of the Denver. Colorado Springs is situated near the base of
one of the most famous American mountains, Pikes Peak, at the eastern edge of the
southern Rocky Mountains.

Population

The Colorado Springs MSA is the 79th most populous MSA in the United States. The
Colorado Springs MSA encompasses El Paso County and Teller County, Colorado. The
below chart and table of population show the level and growth rate for the Colorado
Springs metro area from 1950 to 2021. United Nations population projections are also
included through the year 2035. The current metro area population of Colorado Springsin
2021is 677,000, a 1.35% increase from 2020. The metro area population of Colorado Springs
in 2020 was 668,000, a 1.37% increase from 2019. The metro area population of Colorado
Springs in 2019 was 659,000, a 1.38% increase from 2018. The metro area population of
Colorado Springs in 2018 was 650,000, a 1.72% increase from 2017.

From: 1950 To: 2037 Zoom: 10Y | 20Y | 30Y @ 40Y | 50v | Al |

Historical U.N. Projections

600,000
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Data Source: United Nations - World Population Prospects

Pikes Peak Area Council of Governments developed a socioeconomic forecast used to
model the location of population and employment within El Paso and Teller counties from

File #22-04-0263 Opteon Appraisal, Inc 29
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2015-2045. We note tha maijority of the area is expected to increase jobs during that time
period. Looking closer at the local area of Palmer lake and surrounding communities, some
pickets west of I-25 including portions of Palmer Lake are forecast to lose jobs over the time
period.
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El Paso County expects 250,000 people to move in during the next 30 years. The projected
growth -- most of it on the eastern side of the county -- will settle in just 10% of the county
but could bring countywide implications.

Transportation

Mountain Metropolitan Transit operates more than 20 local bus routes throughout Colorado
Springs. Over the past several years, Colorado Springs has become a more bike-friendly
city with more than 100 miles of on-street bike lanes, 120 miles of paved urban bike paths
and more than 60 miles of mountain bike trails. The city's bike-share program, called
PikeRide, rents bike. There are 28 stations scattered throughout the city, with the highest
concentration in the downtown area. Denver International Airport (DEN) islocated 85 miles
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south to Colorado Springs. Colorado Springs is primarily served by two interstate highways,
I-25 and US-24. The city is also served by multiple state which are: State Highway 21,
Highway 83, State Highway 94 and State Highway 115.

Education

In Colorado, school district boundaries are independent of city or other political
boundaries. For K-12 education, there are 17 public school districts within El Paso County.
Some of these districts extend outside the city limits into rural areas. Nine of the school
districts located within the city of Colorado Springs or in close proximity. Colorado Springs
has numerous private, parochial and charter schools.

Employment

In Colorado jobless rate fell to 3.7% in May as employment grew faster than the labor force,
the agency’s data showed. More than 700 people jumped into the area’s job market in
June, and the number holding jobs grew by more than 1,300 during the same period,
reducing the number looking for work by nearly 600. The area’s unemployment rate has
declined a full percentage point since January. There were 293,900 jobs in Colorado
Springs, Colorado in March 2021 according to the CES (Consumer Effort Score) survey of
employers. The CPS (Current Population Survey) of households showed 339,682 employed
persons for the month. Colorado Springs added 1,400 jobs in March 2021 according to the
CES survey while the broader CPS measure of employment rose by 278.

The charts below show the monthly job growth for Colorado Springs as measured by the
CES and CPS surveys. To illustrate the trend, the 3-month moving average change in
employment is shown in green.

CES Employment Change: 1 Month, Rolling 3 Month

10,000
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CP3 Employment Change: 1 Month, Rolling 3 Month

15,000

Colorado Springs' culture and economy are heavily influenced by the military, with a
significant number of defense corporations and bases located in the area. The metro area
is home to Fort Carson, Peterson Air Force Base, Schriever Air Force Base, North American
Aerospace Defense Command, or NORAD, and the U.S. Air Force Academy. Higher
education institutions include Colorado College, the University of Colorado — Colorado
Springs and Pikes Peak Community College.

Unemployment

In the Colorado Springs Metropolitan Statistical Area, which includes El Paso and Teller
counties, above-average concenfrations of employment were found in many of the
occupations within the computer and mathematical group. For instance, information
security analysts were employed at 4.0 times the national rate in Colorado Springs, and
systems software developers, at 2.9 times the U.S. average. On the other hand, computer
systems analysts had a location quotient of 0.9 in Colorado Springs, indicating that this
particular occupation’s local and national employment shares were similar. These statistics
are from the Occupational Employment Statistics (OES) survey, a federal-state cooperative
program between BLS and State Workforce Agencies, in this case, the Colorado
Department of Labor & Employment, that measures nonfarm employment, hours and
earnings by industry.

Unemployment Rate: Colorado Springs, Colorado, Mational

15

T 1995 1997 1999 2001 2003 2005 2007 2009 2011 2013 2015 2017 2019 2021

MNote: Recessions shown in gray.

Unemployment Rate March 2021 Month/Month Year/Year
MNational 6.0% -0.2 +1.6
Colorado 6.4% 0.0 +1.7
Colorado Springs 6.7 % 0.0 +0.9
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Note: Metro level datais now seasonally adjusted. All comparisons are made with March 2021 data
as April metro level unemployment data has not yet been released.

Colorado Springs, Colorado Unemployment History
MNMational Colorado Colorado Springs Colorado
Date Unemployment Unemployment Unemployment Springs
Rate Rate Rate Unemployed

Aol 6 196 o o o
2021

hareh 6.0% 6. 4% 6.7% 24 225
2021 :
February & 29 6. 49 & 7o 24 455
2021

Januany 6.3% 6.6% 6.7% 24, 174
2021

December 6. 7o 6. 0% a8 7o 31,879
zo0z0

Nowvember 6. 7% 6.9% 6.2% 22 426
2020

October 6. .09, & oo & 395 22,445
zoz0

September 7.8% 7.0% 6.3% 22 372
2020

A t

Haus 8.4% T.1% &.3% 22,409

zoz0

Jul

g 10. 29 7. 1946 &.89% 24 064

2020

June 11.1%6 11.3% 10.3% 37.067
2020

hey 13 395 11._ 69 o 99 34,151
2020

The number of people unemployed in Colorado Springs decreased from April 2020, when it
was 43,328, t0 24,225, in March of 2021. There are now 19,103 fewer people unemployedin
the metropolitan area. So, the unemployment suggests that there may be more slack in
the labor market than evident in the unemployment rate.

Economy

Colorado Springs has seen the job market increase by 4.1% over the last year. Future job
growth over the next ten years is predicted to be 48.4%, which is higher than the US
average of 33.5%. The city's economy is driven primarily by the military, the high-tech
industry, and tourism, in that order. The city is experiencing growth in the service sectors. Its
unemployment rate as of October 2015 was 3.9%, a decrease from 4.8% in October 2014
and 7.3% in November 2013, compared to 3.8% for the state and 5.0% for the nation.

The defense industry forms a significant part of the Colorado Springs economy, with some
of the city'slargest employers being defense confractors. A large segment of thisindustry is
dedicated to the development and operation of various projects for space and missile
defense. With its close ties to defense, the aerospace industry has also influenced
Colorado Springs's economy. On January 13, 2021, the Air Force announced a new
permanent home for Space Command, moving it from Colorado Springs to Huntsville,
Alabama. Political leaders in Colorado plan to ask President Biden's administration to
review the merits of the decision. Huntsville also has to pass an environmental review
before the decision is final. Air Force documents show Alabama ranked higher than
Coloradoin 11 of 21 comparisons used by the government in seeking the best site for the
new U.S. Space Command’s permanent headquarters. In the Space Command
headquarters comparison, Alabama ranks in top third in nine of the 21 categories.
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Coloradoranksin the top third in five categories. Alabama ranks in bottom third in three of
the 21 categories and Colorado ranks in bottom third in 10 of the 21 categories.

A large percentage of Colorado Springs's economy is still based on manufacturing high-
tech and complex electronic equipment. The high-tech sector in the Colorado Springs
area has decreased its overall presence from 2000 to 2006 (from around 21,000 to around
8,000), with notable reductions in information technology and complex electronic
equipment. Current trends project the high-tech employment ratio will confinue to
decrease.

High-tech corporations with connections to the city include: Verizon Business, a
telecommunications firm, at its height had nearly 1300 employees in 2008. Hewlett-
Packard still has some sales, support, and SAN storage engineering center for the computer
industry. Storage Networking Industry Association is the home of the SNIA Technology
Center. Keysight Technologies, spun off in 2014 from Agilent, which was itself spun off
from HP in 1999 as anindependent, publicly traded company hasits oscilloscope research
and development division based in Colorado Springs. Intel had 250 employeesin 2009.The
Intel facility is now used for the centralized unemployment offices, social services, El Paso
county offices, and a bitcoin mining facility. Microchip Technology (formerly Atmel), is a
chip fabrication organization. Cypress Semiconductor Colorado Design Center is a chip
fabrication research and development site. The Apple Inc. facility was sold to Sanmina-SCl
in 1996.

The National Cybersecurity Center(NCC) was established in Colorado Springs in March
2016. Its core purpose is to provides collaborative cybersecurity knowledge and services to
the United States. Currently, the NCC has four active collaboration initiatives: Secure the
Vote, NCC Student Alliance, Space ISAC Operations, and its annual Cyber Symposium.

Commercial Property Price Index (CPPI)

The Moody’s/REAL commercial property index (CPPI) is a periodic same-property round-trip
investment price change index of the U.S. commercial investment property market based
on data from MIT Center for Real Estate industry partner Real Capital Analytics, Inc. (RCA).
The methodology for index construction has been developed by the MIT/CRE through a
project undertaken in cooperation with a consortium of firms including RCA and Real
Estate Analytics, LLC (REAL). The index has been developed with the objective of
supporting the trading of commercial property price derivatives. The index is designed to
tfrack same property realized round-trip price changes based purely on the documented
prices in completed, contemporary property transactions. The index uses no appraisal
valuations.

The RCA CPPI National All-Property Index climbed 20.3% in January from a year earlier,
extending a rally of accelerating double-digit price growth. The index rose 1.6% from
December.

The price index for industrial properties rose a record 28.1% from a year ago, the fastest
annual rate among the major property sectors.
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Apartment sector prices posted annual gains of 22.5%, the ninth consecutive month of
double-digit price growth and the highest rate for this sector in RCA history. Apartment
property prices in January were 136% higher than the peak set ahead of the Global
Financial Crisis, far outpacing industrial, the next highest sector index.

The retail index posted a 20.4% annual increase in January. This index has registered a
double-digit pace of price growth since August. Like the industrial and apartment sectors,
retail prices are growing at a record pace.

The office index increased 11.8% YOY in January, a fourth consecutive month of ebbing
annual price growth. CBD office prices grew at a pace below the generalrate of inflation
in January. The RCA CPPI for CBD office assets was up 5.0% in January from a year earlier
while the consumer price index was up 7.5%.

The spread between suburban office and CBD office prices has narrowed since its peakin
Q3'20. Suburban office price growth eased again in January, posting an 11.5% annual
increase.

Prices in the 6 Major Metros accelerated to a 14.6% YOY rate of growth, a far cry from the

3.2% gain seen in January of 2021. Still, prices in the Non-Major Metros outpaced the 6
Major Metros, rising 21.9% from a year ago.

Vicinity Description — Palmer Lake

Palmer Lake is a Statutory Town in El Paso County, Colorado. It is about 30 miles north of
Colorado Springs and 50 miles south of Denver. The population was 3,104 at the 2020
census. In 2020, the median household income of Palmer Lake households was $89,671 with
1.6% of families below poverty. Palmer Lake was incorporated in 1889.

3200

3000

2800

Population

2600

2400
2011 2012 2013 2014 2015 2016 2017 2018 2019 2020

<@~ 2020 Census =#- Population Estimates - American Community Survey

Palmer Lake is one of  three communities  in the Tri-Lakes region
between Denver and Colorado Springs. The three lakes are Palmer Lake, Monument Lake,
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and Lake Woodmoor. Located off Interstate 25 near two major metropolitan centers,
Palmer Lake is a growing community on the Front Range of the Rocky Mountains.

Downtown Palmer Lake, though small, features restaurants and coffee shops on Colorado
Highway 105. There is also a library, town hall, and a historical museum. The Tri-Lakes Center
for the Arts, a nonprofit fine arts venue, features rotating art exhibitions and concert events
with nationally recognized artists. Library services for the city are provided by the Palmer
Lake Branch Library, located at 66 Lower Glenway in Palmer Lake.

Palmer Lake is adjacent to the 15-mile (24 km) Santa Fe Regional Trail, which runs south
through Monument to the southern boundary of the Air Force Academy and follows part of
the old Afchison, Topeka and Santa Fe Railway. One of the largest continuous trails in El
Paso County, the graveled route supports a wide variety of activities such as biking, hiking
and horseback riding.

The town's water comes from two reservoirs in the mountains behind the town and from
wells. The town is bordered by the Greenland Open Space Preserve to the north, Pike
National Forest to the west, Monument to the south, and Ben Lomond and the I-25 corridor
to the east. Palmer Lake sits at the north edge of El Paso County.

Market Conditions

Introduction

The market area is the physical area where similar properties effectively compete. It can
also be envisioned as the area that contains the all the primary competition, and in certain
cases, some secondary competition. Market areas may contain one or more
neighborhoods, districts, cities, counties, or states.

General Market Area Boundaries

North Cook Creek

East Interstate 25

West Cook Creek

South County Road 320
Demographics

Physical Area Palmer Lake

Recent Population Level 2,701

Household Income $89.671

Local Unemployment
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Physical Area Palmer Lake
Recent Pattern About stable
Approx. Current Percent 6.1%
Financing (for real estate like subject)
General Loan Availability Ample availability; reasonable requirements
Interest Rate Range 4.50% to 6.50%
Typical Loan-to-Value Ratio  70% to 75%
Typical Amortization Years 25 to 30 years
Loan Maturity / Balloon 5 years

Local housing is a good barometer of general consumer confidence, and ofteninfluences
activity in non-residential real estate and the larger economy. Non-residential real estate
often experiences price movement in the same direction.

County records show the average lot area in the Tri-Lakes region is é acres, considered
large lot of ranchette style. The maijority of housing is owner occupied.

Detached Single-Family Housing Statistics (Palmer Lake, CO)
Median Home Price
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Days on Market

Source: Zerodown

The data indicates the median sale price for detached single-family homes increased
65.53% from 2019 through 2021, indicating a 28.80% annual average increase. The table
also indicates that the average marketing times ranged from 31 to 117 days with an
average of 67 days. The data suggests significantly improved market conditions in recent
years for detached single-family housing in the subject market.

Expected Near Future Price Change Expected to increase to stable

Overall Supply and Demand of Housing Near Equilibrium

Real Estate Like Subject

Rental Market

Inventory of Competing Property for Rent  Near Equilibrium

Rent Confrols None
Rent Concessions Not Prevalent
Expected Near Future Rent Change Expected to mildly increase

Sales Market
New Constfruction Some
Inventory of Competing Property For Sale  Near Equilibrium

Expected Near Future Price Change Expected to remain about stable
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Marketing Times About stable
Overall Market Conditions Stable

Real Estate Cycles

Real estate markets are characterized by cycles. Real estate cycles typically involve
successive periods of expansion, peak levels of activity, contraction, and troughs. Factors
that cause markets to change are distinctly different from symptoms of change. Examples
of symptoms of change include changes in vacancy rates (a leading indicator), falling or
rising property prices, increases in the frequency of concessions and seller financing, sales
prices exceeding listing price, and other conditions symptomatic of larger, more basic
problems. Factors that cause markets to change are generally the product of macro-level
forces. They influence market psychology and drive behavior in profound, sometimes
dramatic ways. Such causative factors can involve a single defining event or a slower
moving series of events that are evolutionary in nature and sometimes notreadily apparent
to real time observers. Whether they consist of a single defining event or series of related
events, these causative factors are indicative of shifts in underlying political and social as
well as economic conditions. The subject’s market, as of the effective date of the report, is
considered to be in an 'expansion’, which is characterized by growing demand, increasing
rentalrates, decreasing vacancy, and profit potential, which stimulates new construction.
However, we refer back to the COVID-19 discussion earlier in the report which discusses the
current crisis & potential for disrupting the current market trends.
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Subject Property

Site Details
Location: 290 CO-105, Palmer Lake, El Paso County, CO 80133
Site Size: Total: 28.64 acres
Parcel ID Land Acres
7108101001 0.90
7105400005 6.23
7108100016 21.12
7108126009 0.39
Total 28.64
Shape: Irregular
Frontage/Access: The subject property has average access with frontage as
follows:
e CO-105: 290 feet
Visibility: Average
Topography: The subject has gently downward sloping topography from north

Soil Conditions:

Utilities:

Site Improvements:

Encumbrance/
Easement Issues:

Environmental:

to south and no known areas of wetlands.

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

Sewer: Public

Water: Public

Overall Utilities: The subject's utilities are typical and adequate
for the market area. Public water and sewer lines are adjacent
to property lines.

Streetlights
Sidewalks

Curbs and Gutters
Typical Landscaping

Representatives of the Town report that stipulations of the sale
require a portion be set aside for community use and that the
property may not be sold for ten years. Please reference the
Limiting Conditions and Assumptions section of this report.

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

Surrounding Uses: The subject is located on CO-105, and is surrounding uses
include commercial, residential, and vacant land.

Site Comments: The subject site has typical physical features and locational
atfributes relative to competitive parcels.

Legal Description

A professional surveyor and / or legal counsel should verify the following legal
description before relying upon, or using it as part of any conveyance, or any other
document. This legal description was obtained from sources deemed reliable and is
assumed accurate.

THAT PART OF NE4NE4 LY NELY OF PINE CREST TRI-DIST ASSEMBLY
GRDS ADD 1 SEC 8-11-67 EX THOSE POR CONV TO TOWN OF PALMER
LAKE BY REC #209128930

TRACT IN SE4SE4 SEC 5-11-67 AS FOLS, BEG AT SE COR OF SD SEC,
THN 202 FT TO STATE HWY 103, NWLY ALG SLY LN OF SD HWY 775.8
FT,S646.2FTTO SLN OF SD SEC, THEON SD SLN 640 FT TO POB

ALL OF BLK 5 PINE CREST TRI-DIST ASSEMBELY GRDS ADD 1 PALMER
LAKE

LOT 4 BELK 1 PINE CREST TRI-DIST ASSEMEBELY GRDS ADD 1 PALMER
LAKE, TOG WITH VAC ORD 4-93 BY BK 6193-651, EX THAT PR CONV
TO TOWN OF PALMER LAKE BY REC #209128930
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Assessor's Tax Map

The subject is further identified in the El Paso County taxrecords as 710540005, 7108100016,
7108101001, 7108126009. A copy of the relevant section of the tax map is shown below.

FE

PLAT #9016

TOLBERT

PLAT 213280 H

ISIO

LAT #13714

06014 DNINIOIQY
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Sales History

On-line public records and / or a private data-reporting service were used to search for
prior sales of the subject real estate.

Our research discovered no recorded conveyance of the subject during the three-years
preceding this report's effective value date. Moreover, the subject was not offered "For
Sale" in the local MLS or other major data-reporting services during this same period. No
sale or option agreements are now pending. The subject is currently owned by Town of
Palmer Lake. Parcel 7108101001 is owned by the town and has been for almost 30 years,
per public records. It is located within a flood plain. All of other parcels were transferred in
a non-arm’s length transaction on July 22, 2021. Instrument number 221139680.
Representatives of the Town report that stipulations of the sale require a portion be set
aside for community use and that the property may not be sold for ten years.

The town reports multiple interested parties and they are currently deciding what to do
with the property based on community input.
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Flood Zone

The subject is located in an area mapped by the Federal Emergency Management
Agency (FEMA). According to the appropriate flood map, which is identified below, the
subjectislocated in FEMA flood zone X, which is not classified as a flood hazard area, and
AE, which is a flood zone.

FEMA Flood Map Number 08041C0256G
FEMA Flood Map Date December 7, 2018

Flood Zone Comments: The subject is partially located in a flood zone. The southern
perimeter of the site is in the flood plan and does not impair development or value
because this area would be included in setbacks and/or open space upon
redevelopment.

Flood map interpretation is believed accurate but cannot be guaranteed. If you need a
precise determination of the subject's flood hazard classification, you should consult a
professional engineer, licensed surveyor, or local governmental authority to make an exact
determination.

FEMA Flood Map

National Flood Hazard Layer FIRMette @ FEMA Legend
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Building Sketches

21 Ey
|
1
Hallway
n D Haating Roam
e
" KRchen
- Cengregation Room
Utility
B
Family Full Bath Woman's Bath Men's Bath x
Badrooen Badroom
121" Bath
E’..
First Fla gin . =
Pt :'I Family g
- Kitchan
g Kitchan
Family
Badnoam Badroom
£ Bath
Office Offica
an
= 2 Car Attached ]
[620 5q ft]
L
ES
Living Area Calculation Details
First Floor 8834 5q ft 136 = 78
43 = 121= 5203
107 = 25= 2675
11 =34 = 374
3Bx6 = 210
49 x6 = 204
Total Living Area (Rounded): 8834 5qft
Non-living Area
2 Car Attached 620 5q ft 31x20 = 620
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11"
L
M |€
5
Bedroom
Bedroom
=
o0
Second Floor
[4297 Sg ft]
Bedroom Bedroom
Laundry Bedroom
15'
Woman's Bath Bedraom
-4
-
Hen's Bath Badroonm ~
15
Badroom Bedroom
Bedroom Bedroom
i Bead room Bedroom
Bedroom Badnosom
Bedroom Bedroom
31
Liwing #res Calrulation Details
Second Floor 4257 Sq ft 24 x15 = 360
127 = 3= 3937
Total Living Area (Rounded): 4297 Sq ft
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Bedroom Bedrocm Bath Bedracm Bath Badroam Bath Bedroam Bath Bedream Benth
Bath
) Cabin & Cabin & Cabin o Cabin -] Cabin % 9 Cabin &
[1395 5q ft] [1355 5q ft] (1395 5q ft] (1385 5q ft] (1355 5q ft] [1395 5q ft]
Bedracm Beh Bedroom Bath Bedroam Bath Sadromm e Bedroom Bath Bedroom Bath
EES RS a 3 1 TS
L)
7%
7
5 Covered picnic area i
(600 Sq ft]
& Children's Chapel 3 =4 Outbuliding =
[169€ 5q &) 1540 5q ft] =
i
]
Non-living Area
Cabin 1395 5q ft 45 x 31= 1395
Cabin 1395 5q ft 45 x 31= 1395
Children's Chapel 1898 Sq ft 26 x 73= 1898
Cabin 1395 5q ft 45 x 31= 1395
Cabin 1395 Sq ft 45 x 31= 1395
Cabin 1395 5q ft 45 x 31= 1395
Cabin 1395 5q ft 45 x 31= 1395
Qutbuilding 1540 Sq ft 20 x 77= 1540
Covered picnic area 600 Sq ft 20 x 30= 600
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Gymnasium

[3200 Sq ft]
80"
Preacher's Cabin
Heater Heater [780 Sq ft]
30
N z
z
Kitchen Bath
=) Eating Full Basketball Court/Volleyball F
=+ Area = R Laundry
L]
2 @
Family Bedroom
Heater Heater
(1 *
B80'
66'
L/ -
18’
. Maintenance Building
o~ [1704 Sq ft] -
Storage &
0 dl N —F
66"
Non-living Area
Preacher's Cabin 780 5q ft 26 x 30= 780
Maintenance Building 1704 Sq ft 14 x 18= 252
22 x 66= 1452
Gymnasium 3200 Sq ft 40 x 80= 3200
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Aerial Map
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Improvements Description

The property consists of the following structures:

e Main building has approximately 13,000 sq ft consisting of a complete commercial
kitchen, sanctuary, and several dormitory style /office rooms (full utilities).
Gymnasium consists of a 2 court and lounge area (electric only).

Tool shed has room for storage of all maintenance equipment (electric only).
Residence is a full living space (full utilities).

Chapel/meeting area is approximately 24’ x 75’ (electric only).

Plus 8 outbuildings (former cabins, uninhabitable).

Pool house with outdoor in-ground pool has extensive damage.

Buildings are mostly wood frame. Foundations are slab, piers or pole construction. Roofs are
mostly gable with asphalt construction. Cabin roofs in particular are in need or
replacement. No mold was evident at inspection, mostly due to the dry climate. Radiant
heating was present, function unknown. Gas heat in gymnasium.

Prior to the Town acceptance of the property, water lines were damaged including the
boiler heating system. The Town replaced water lines through the sanctuary of the main
building, realizing additional funds are required to repair the entire system. Work ceased
and the main building was closed and secured; however, structures contfinue to be
vandalized. Although the property is covered by Town insurance, the structures do not
comply to code requirements, the area is unsafe and not recommended for public use as
is.

Property Analysis

Design and Functional Utility:  The properties were previously operated as a religious
facility with some event and retreat functions.
Redevelopment/renovation would be necessary for most
commercial uses. At inspection, shells of some buildings
appeared to be functional for renovation to another use,
but any code violations would need to be mitigated to
current buildings code.

Deferred Maintenance: As noted, there was evidence of deferred maintenance
and vandalism at inspection and based on conversations
with town representatives. We are not experts in the
matter of curing and recommend an expert opinion of
actual costs to cure. To our knowledge, no construction
estimates have been performed by alicensed contractor
or inspector.

Capital Improvements: None known.
Overall Condition: Fair relative to competitive properties
Appeal/Appearance: Fair as compared to nearby buildings
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American With Disabilities See Limiting Conditions and Assumptions section below.
Act:

Real Estate Taxes

The subject property has been assessed and taxed by the governmental agencies that
have authorization to levy taxes within the jurisdiction. The figures below represent the most
recent data available.

El Paso County, Lewis-Palmer School
Taxing Authority  District, Pikes Peak Library and Town of
Palmer Lake

710540005, 7108100016, 7108101001,
7108126009

Tax Year 2022
Total Assessed Value  $1,255,670

Parcel ID #

Real estate taxes are a primary mechanism used by local government to gather the
monies needed to fund operations. Too little funds can limit governmental services.
Excessive tax burden can hinder real estate values.

According to the County Treasurer’s Office, there are no delinquent taxes associated with
the subject. Based on the scope of this assignment, any pending tax liens are not
considered in the value conclusion. The subject is owned by The Town Palmer Lake and is
exempt from taxes. However a sale to a non-exempt entity would cause the subject to be
taxed and the current assessments are shown below. The 2021 millage rate was 71.625.

Parcel ID Assessment
7108101001 $82,600
7105400005 $108,551
7108100016 $998,419

7108126009 $66,100
Total $1,255,670
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Zoning Code:

Zoning Description:

Zoning Density/FAR:

Current Use Legally
Conforming:

Zoning Change:

Set Back Distance:

Side Yard Distance:

Zoning Comments:

PUD & R-3

Planned Unit Development is intended to provide means
through which land may be developed for flexibility and
innovations in design and mixed use. Permitted uses include
detached, attached, or multi-family structures or any
combination; non-residential uses of a cultural, recreational,
religious, non-profit or commercial character; or a mix of uses.

Medium Density Residential Zone is intfended for single family
dwelling and foster homes.

Maximum of 15 DU/acre attached housing and 8 DU/acre
detached housing. Minimum of 30% open drea.

The current use as a religious facility is permitted under PUD
zoning.

A zoning change is unlikely.

25- 50 feet

None

The majority of the site is zoned PUD. Areas zoned R-3 are

located fully or mostly within a flood plain and would be
included in setbacks and/or open space upon redevelopment.
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Zoning Map
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Highest and Best Use

Highest and best use may be defined as the reasonably probable and legal use of vacant
land orimproved property, which is physically possible, appropriately supported, financially
feasible, and that results in the highest value. The concept of Highest and Best Use is based
upon four maijor criteria, which are summarized below.

1. Legally Permissible: The use must be legal or probable. That is, the use must
conform to existing zoning restrictions, or there must be a reasonable likelihood a
rezoning or varionce may be granted. Private deed restrictions must not be
violated

2. Physically Possible: The use must also be physically possible to develop. Physical
attributes commonly considered include size, shape, access, flood potential,
topography, and availability of ufilities.

3. Financially Feasible: Land may be developed with different uses. Only those uses,
which produce a positive net return over time with acceptable risk, are deemed
financially viable. This use must not depress surrounding property values.

4. Maximally Productive: Of all uses that survive the first three tests, there is only one
use, which produces the greatest return with the least risk. This single use represents
the property’s Highest and Best Use. Supply and demand are constantly
fluctuating, so it is common for a property’s highest and best use to change

The following tests must be met in estimating the highest and best use of the subject as
though vacant: the potential use must be physically possible and legally permissible, there
must be a profitable demand for such a use, and it must return to the land the highest net
return for the longest period of time. These tests have been applied to the subject site and
are discussed as follows:
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Highest and Best Use As Though Vacant

Legally Permissible

The site is zoned PUD & R-3. The majority of the site is zoned PUD. Areas zoned R-3 are
located fully or mostly within a flood plain and would be included in setbacks and/or open
space upon redevelopment. Therefore, the site would be developed under PUD
regulations. Permitted usesinclude a variety of residential, civic, recreational, commercial
uses and otherrelated accessory uses. Representatives of the Town report that stipulations
of the sale require a portion be set aside for community use and that the property may not
be sold for ten years.

Physically Possible

The physical characteristics of the site do not appear to impose any unusual restrictions on
development. Overall, the physical characteristics of the site and the availability of utilities
result in functional utility suitable for a variety of uses.

Financially Feasible

The determination of financial feasibility is dependent primarily upon the relationship of
supply and demand. Based on our analysis, demand for most property types allowed
under the current zoning classification is adequate and overall price levels are sufficient to
support new construction in the overall market.

The following chart of industry jobs, historical, current and expected growth in Colorado
Springs indicates that government, education and health services, and leisure and
hospitality are the industries with the highest expected growth over the next five years.

NAICS Industry CURRENT JOBS CURRENT GROWTH 10 YR HISTORICAL 5YR FORECAST
JOBS La MARKET us MARKET us MARKET us
Manufacturing 12K 0.5 2.64% 3.68% 0.22% 0.68% -0.99% -0.17%
Trade, Transportation and Utilities 45K 0.8 -0.40% 2.76% 1.55% 0.97% 0.34% 0.24%
Retail Trade 33K 1.0 -0.71% 1.88% 1.18% 0.45% 0.51% 0.18%
Financial Activities 19K 1.0 -3.39% 1.71% 1.93% 1.43% 0.16% 051%
Government 55K 1.2 6.07% 2.02% 1.47% 0.01% 1.14% 0.67%
Natural Resources, Mining and Construction 19K 1.1 2.93% 3.07% 4.72% 2.46% 0.69% 0.50%
Education and Health Services 44K 0.9 2.32% 3.49% 3.76% 1.57% 1.65% 0.99%
Professional and Business Services 51K 1.2 7.13% 4.28% 2.68% 1.96% 0.36% 0.96%
Information 5.3K 0.9 1.01% 5.36% -2.75% 0.55% 0.83% 1.30%
Leisure and Hospitality 40K 1.2 17.91% 17.41% 2.47% 1.51% 1.67% 1.77%
Other Services 19K 1.6 0.79% 5.61% 2.15% 0.72% 0.06% 0.47%
TOTAL EMPLOYMENT 309K 1.0 4.69% 4.56% 2.20% 1.17% 0.80% 0.72%

A Palmer Lake Community Profile report from 2020 indicates that over 1/3 of residents are
employed in management, business, science, and arts occupations. Anotherroughly 1/3is
employed in service or sales/office occupations. About 11% are within industrial industries:
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Natural resources, construction, and maintenance occupations and 10% in logistics. These
industries are projected to grow positively in the next 5 years.

The following map from El Paso County Planning and Development indicates that while the
town of Palmer lake is not tracked, there are some areas surrounding nearby with
expected new development. However the maijority is developed with minimal change
expected.
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Transition

There are two large parcels nearby that have recently been re-zoned or are in the process
of being re-zoned for single family residential which indicates that the near term supply will
increase and decreases the feasibility of this use.

The following charts follow rents and vacancy of various commercial uses in the county,
per Costar.com. Forecasting takes recent and planned construction into account, as well
as inflation forecasts and economic frends of the area.
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We begin with office use which has been appreciating to stable after the effects from
COVID-19 in 2020. Cushman and Wakefield note minimal new speculative office projects

and they have seen positive absorption in 2022.
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Retail properties have substantially recovered from temporary increases in vacancy and
now appear at some of the lowest levels in the last five years with minimal change

forecast. Rents are expected to continue steady increases.
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Industrial and flex properties are at historic low vacancies. Rents are expected to continue
steady increases. High demand for industrial product is driving rent growth. However, the
pace of rent growth here remains below the national average.
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Quantum Commercial Group notes that since El Paso County does not have an East-West
Interstate like I-70 in Denver and the Industrial market in the area has always been short on
demand and supply for warehouse/distribution buildings. However, the same day and next
day fulfillment centers of Amazon, Home Depot, Lowes, Target, and others has changed all
that for the Colorado Springs area. Cold storage demand is increasing, with little available
in existing buildings. They believe that there will likely be more development of industrial
properties asrental rates increase and vacancy rates decline. Well located, new industrial

properties with long-term credit leases will sell for aggressive cap rates.
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Multifamily occupancy is at 94% but expected to decrease to stable, likely due to an
increase in recent construction. Rents are expected to continue to increase.
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Based on the Costar data, industrial and retail properties are curently seeing the lowest
vacancy. Rents are expected to continue to increase across all property types.

Maximally Productive

We will now use market data to analyze each of the potential commercial uses. We have
used rental data of EI Paso County and the Tri-Lakes area, asreported by Costar, asshown
above with additional support in the addenda. As mentioned, growth here is expected to
be minimal or even negative in some areas. However, the supply of suitable commercial
properties is low. The vacancy rates have therefore been input at current county rates.
Historical vacancy in the Tri-Lakes area of all commercial properties has been around 5%.
Non reimbursable expenses have been input based on market data, as shown in the
addenda.

The following chart is a simple analysis of the resulting value/SF of building area. We have
used $/SF since density would likely be similar across the property types. Obviously actual
development size and scope will vary and affect prices/SF, but this analysis gives us a good
idea of feasibility of each use.

Office Retail Industrial Multifamily

PGI $18.50 $15.00 $8.00 $19.20
Vacancy 2% 5% 5% 6%
EGI $16.84 $14.25 $7.60 $18.05
Expense Ratio 56% 65% 32.50% 40%
NOI/SF $7.41 $4.99 $5.13 $10.83
Cap Rate 8.25% 7.25% 7.00% 5.50%
Value/SF $89.79 $68.79 $73.29 $196.89

The resulting value of multifamily is higher than the other possible uses on a price/SF basis.
This would be tempered by the fact that the maijority of housing in Palmer Lake is owner
occupied. However, there is new construction multifamily in nearby Monument which
further supports the feasibility. Office would be a secondary use and this use is supported
by the fact that 2/3 of residents are employed in office based professions and government,
education and health services are expected to be amongst the fastest growing industries
in the county. Given that new resident growth in the town is expected to be low, a mixed
use combining multifamily and commercial would likely be the most feasible.

Based on the three criteria previously discussed, we are of the opinion that the most
prudent use of the subject site as though vacant would be mixed use. Accordingly, it is our
opinion that is the maximally productive use of the property would be mixed use.

Representatives of the Town report that stipulations of the sale require a portion be set
aside for community use and that the property may not be sold for ten years. While we are
unaware of the exact portion that must be a community use, we note that these types of
uses are not typically the highest and best use of a commercially zoned site. They do serve
a purpose in the community and must be considered based on community need and
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services that that they provide. Nonetheless, these users must pay the value of highest and
best use of the site.

We note the 2017 purchase of 65 acres in Palmer Lake by ElPaso County for openspace. It
is known as Santa Fe Open Space and is upland ranchland with thick stands of scrub oak,
mature tfrees and meadows. The price isreported to have been $340,000 or $5,231/acre. It
is zoned Agricultural Residential. This would bracket the low end of market value as a strictly
conservation site.

The ten year hold time that is stipulated for the subject according to the 2021 sale, is
inherent in final value and adjusted via the Location adjustment since the most likely
scenario of most sites in locations similar to the subject would be a hold scenario until
development is warranted by the market. From our understanding, the property could be
leased during this ten year period.

Conclusion

Development of the site for mixed use is the only use that meets the four tests of highest
and best use. Therefore, it is concluded to be the highest and best use of the property as
though vacant. The most probable buyer of the subject as though vacant would be a
developer and timing for development would be future (3 - 10 years).
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Highest and Best Use As Improved

Legally Permissible

The properties were previously operated as areligious facility with some event and retreat
functions. The existing improvements generally comply with the underlying zoning
ordinance; however buildings are not up to current build codes, per town representatives.

Planned Unit Development is infended to provide means through which land may be
developed for flexibility and innovations in design and mixed use. Permitted uses include
detached, attached, or multi-family structures or any combination; non-residential uses of
a cultural, recreational, religious, non-profit or commercial character; or a mix of uses.

Physically Possible

As improved, it is physically possible to reconfigure the subject improvements for an
alternative legal use or to raze and make ready for redevelopment. As noted, there was
evidence of deferred maintenance at inspection and based on conversations with tfown
representatives. Redevelopment/renovation would be necessary for most commercial
uses.

Financially Feasible

Atinspection, shells of some buildings appeared to be functional for renovation to another
use, but any code violations would need to be mitigated to current buildings code. We are
not experts in the matter of curing and recommend an expert opinion of actual costs to
cure. To our knowledge, no construction estimates have been performed by a licensed
confractor or inspector.

There is marginal evidence of redevelopment occurring in the local area. Without a
construction budget to cure all deferred maintenance and bring properties up to code, it
is virtually impossible to measure the financial feasibility of converting them to some
alternative uses. The gymnasium and L-shaped main building appear to be in the best
condition compared to other buildings on site. The cabins roofs are in disrepair which has
led to further deterioration and the costs to cure may be greater than their value as
complete.

The following summarizes our estimate of the replacement cost of the remaining buildings.
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In arriving at an estimate of the replacement cost of the subject’simprovements, we have
considered the type and quality of construction, building perimeters, and construction
details, as described herein. When estimating costs forimprovements, we have considered
various components of construction cost to determine an average construction cost in
terms of published data for new improvements of similar use and construction in-line with
the subject’s market. Analyzing costs of similar buildings incorporates several factors. First
and foremost, the scope of the project must be determined, including, but not limited to,
the structural and mechanical requirements, the quality of finish, and the project location.
This cost can be attained from former appraisals of similar new buildings, a professional cost
estimator, knowledgeable contractor, or cost estimating reporting services. Ininstances
that we were provided with actual construction costs for the subject, they were reviewed
and compared with national cost manuals and/or interviews with local builders and
developers in order to determine reasonableness and appropriateness. If determined
reasonable and appropriate, actual costs were used in our analysis. In determining
construction costs for the subject, we have considered the Marshall and Swift Valuation
Guide

Several indirect cost items are not included in the direct building cost figures derived
through the Marshall and Swift Valuation Guide. These items include developer overhead
(general and administrative costs), property taxes, legal and insurance costs, local
development fees and contingencies, lease-up and marketing costs and miscellaneous
costs. According to ourresearch, an allowance for additional indirect costs of about 7.5%
of building costs was considered appropriate.

ltems not included in the direct building cost estimate include site preparation, concrete
paving, landscaping, and miscellaneous site improvements. Our estimate for sitework is 20%
of building costs, although these costs have risen in the past year or so due to effects of
COVID-19.

Entrepreneurial profit is required to compensate a developer for risk and is separate from
confractor’'s overhead and profit. This factor reflects the profit necessary for the developer
to undertake the management, responsibility and risks of construction associated with the
subject property. A premium of 5.0% to 15.0% return is typically expected for a
development of this type during normal market conditions. An entrepreneurialincentive of
5% was considered appropriate for the subject given that religious facilities are retreats are
almost always owner occupied.
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Marshall Valuation Service

Cost Source: Marshall Valuation Service

No. of Stories Muliiplier: 1.000 Local Mulliplier: 0.970

Height/Story Multiplier: 1.000 Current Cost Mulfiplier: 1.100

Perimeter Mulliplier: 1.000 Combined Muliipliers: 1.067

Building Improvements
ltem| Unit Type Cost| Quantity Mulfiplier Total
Main Building-1st Floor Multipurpose SF $96.50 8,834 1.067 $909,597
Main Building 2nd Floor SF $87.50 4,297 1.067 $401,179
Garage SF $35.75 620 1.067 $23,650
Chapel SF $16.35 1,898 1.067 $33,111
Outbuilding SF $13.75 1,540 1.067 $22,594
Gymnasium SF $59.00 3,200 1.067 $201,450
Maintenance Building SF $45.00 1,704 1.067 $81,818
Cabins SF $51.00 8,370 1.067 $455,470
Preacher's Cabin SF $80.50 780 1.067 $66,997
Tofal Building Improvement Costs ~ $2,195,866|
Price per SF Gross Building Area $70.28
Site Improvements and Soft Costs

ltem Percent Type Total
Soft Costs vovvvvvivinnnntn, 7.5% % of Building Cost $164,690
Site Preparation & Improvements ................. 20.0% % of Building Cost $439,173
Total Soft Costs $603,863
Insurable Value (Excludes Site Improvements, related Site Soft Costs and Developer's Profit) $2,360,555
Subtotal: Building, Site & Soft Costs $3,238,902
Entrepreneurial Profit 5.0% $161,945
Total Cost  $3,400,847|
Price per SF Gross Building Area $108.85

As shown above, total replacement cost new of the remaining structures is $108.85/SF.
However this does not include depreciation. Depreciation is very difficult to accurately
measure, particularly with older buildings. There are three types of depreciation: physical
depreciation, which results from deterioration from wear and tear and use; functional
obsolescence, which results from a lack of utility or desirability due to design or market
perception of the improvements. In the case of the subject, the improvements were built
for a specific user and use and would need to be adapted for most other users. Both type
of depreciation may be curable or incurable.

The third type of depreciation is external obsolescence, which is due to circumstances
outside the property itself, such as industry, demographic and economic conditions or an
undesirable proximate use. This type of depreciation is rarely curable. This depreciation
may also exist for the subject due to its location in an area expected to see minimal to
negative growth in the future.
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If the buildings were to be renovated, alternative uses would be another religious facility,
school, or other community uses. More commercial oriented uses include live/work spaces,
convention space or a camp or campground, given the existing pool and other
recreational facilities. Without known costs to cure, the actual depreciation of the
improvements is difficult to estimate based on our physical inspection and discussion with
Town representatives only. Instead we offer estimates based on low and high estimates of
depreciation based on our observations and known issues.

Depreciation High End of Estimate

Component| Eff. Age Life Percent Amount

Physical Depreciation: Building 30 40 75% $2,204,786
Physical Depreciation: Site 12 15 80% $368,905
Functional Obsolescence Bulding ........cccoviiiiiiiniiiiiiinnn 5% $146,986
External Obsolescence Bulding .........cccoveviieviiiieiiiienine 0% $0
Total Depreciation $2,720,677 |

Depreciated Value of Improvements $680,1 69|

Cost Per Square Foot Gross Building Area $21.77

In the low end of estimates, shown above, this assumes that “As Is” buildings are 75%
depreciated with 10 years of remaining economic life. Sitework, which has a shorter
economic life, is estimated to be 80% depreciated. We include minimal functional
obsolescence and no external obsolescence. The resulting “Asls” value of improvementsiis
$21.77/SF.

The following chart of the high end of depreciation estimates assumes that buildings and
sitework are almost fully depreciated and functional and external obsolescence do exist. In
this case, the value of the improvements “As Is” is minimal.

Depreciafion High End of Esfimate

Component| Eff. Age Life Percent Amount

Physical Depreciation: Building 35 40 88% $2,572,251
Physical Depreciation: Site 15 15 100% $461,132
Functional Obsolescence BuIlding ........cevvviiiiiiiiiiiiins. 5% $146,986
External Obsolescence Bulding ..........cooeviviviiiiiiiiiiien, 5% $138,340
Total Depreciation $3,318,708 |

Depreciated Value of Improvements $82,13¢9

Price per SF Gross Building Area $2.63

Marshall and Swift Valuation Guide estimates demolition expenses for this class of
construction and size to be $4.66 to $7.20 per SF of building area. Therefore, the cost of
demolition is likely less the depreciated value of improvements.

Maximum Productivity

In light of the depreciated replacement cost of the existing improvements versus
demolition costs, we have concluded that the highest and best use of the subject is to
demolish existing improvements and redevelop consistent with the highest and best use as
vacant.

File #22-04-0263 Opteon Appraisal, Inc 64



( OPTEON

Palmer Lake, CO 80133

Conclusion

The subject’s current improvements were designed to serve a particular use and they are
not compatible with nearby uses or current market ideals. Local costs, prices, andrentsdo
not justify major building alterations. Any use of the existing improvements would be
considered an interim use. Therefore, the subject’s highest and best use as improved is
redevelopment consistent with the highest and best use as though vacant. The most
probable buyer of the subject as improved would be a developer.
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Valuation Analysis

Appraisal Process

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

2. Income Approach
3. Sales Comparison Approach

Cost Approach

The cost approach requires the estimation of a current reproduction or replacement cost
for the subject's physical improvements. From total cost new, an amount must be
deducted for depreciation. Depreciation is a loss in value due to any cause. It can be
classified info three main ftypes - physical deterioration, functional obsolescence, or
external obsolescence. Land value is then added to the depreciated cost of the
improvements thereby completing this approach.

Income Approach

The income approach is based on the premise that value is directly related to income. This
approach to value converts the anticipated flow of future benefits (income) to a present
value estimate through a capitalization or discounted cash flow (DCF) analysis.
Capitalization is the process of converting projected income into a capital sum, whereby a
single year's net income is translated into a value indication via an overall capitalization
rate. However, when the forecasted income pattern is irregular, or it is advisable to
analyze net income for every year of the ownership period, yield capitalization, or
discounted cash flow (DCF) analysis is generally employed, which converts a series of
income streams into a present worth estimate, or value indication, via a discount rate.

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 arange of value for the subject.
By process of correlation and analysis, a final indicated value is derived.

Reconciliation

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

Applicable Approaches

The applicable approaches for this analysis were detailed within the Scope of Work section
of the report.
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Land Value

Introduction

The best method of valuing vacant land is the sales comparison approach. Sales of similar
sites are gathered and compared to the parcel being appraised. Differences affecting
value are noted. Adjustments to compensate for dissimilarities are applied to applicable
transactions. Adjusted comparables produce an indication of market value for the subject
site.

We searched for sites of similar physical characteristics in similar locations with zoning that
would allow for a similar use as the subject’s highest and best use as vacant. We have
considered four comparables for this analysis, which are summarized on the following
pages. All sales have been researched through various sources, adequately verified, and
considered a reliable indication of market expectations.

Land Sales Location Map
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Land Comparable Data Sheets

Comparable 1

1D 36014 Date 5/18/2022

Address Arroya Lane Price $1,950,000

City Black Forest Price Per Acre $55,841.92

County El Paso Properily Rights Fee Simple

State CO Financing Cash or Equivalent
Grantor Atticus Land LLC Conditions of Sale Private

Grantee Timberridge Development Verification Public record/Costar
Tax ID 5222000023 Days on Market N/A

Book/Page or Reference 222070955 Map/Grid/Parcel

Land SF 1,521,115 Topography Level to Sloping
Acres 34.92 Zoning PUD

Road Frontage Good Flood Zone No

Shape Irregular/Adequate Encumbrance or Easement None Noted
Utilities Public Available Environmental Issues None Noted

Comments
This parcel is a portion of approved plat of The Retreat @ TimberRidge. This portion is planned for homes on 2.5 and 5 acre
lots. Wateris currently available adjacent to the property. Wastewater will be extended to
the property from the south by the developer. Sold previously in 2019 prior to approvals for $550,000.
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Land Comparable 2

1D 36009 Date 12/21/2021

Address Red Rock Ranch Drive & Price $2,600,000

City Palmer Lake Price Per Acre $47,645.23

County El Paso Property Rights Fee Simple

State CO Financing Conventional

Grantor JIS Land Development, LLC Conditions of Sale Private

Grantee GTG Red Rock, LLC Verification Public record/Costar

Tax ID 7109014003/7109000024 Days on Market N/A

Book/Page or Reference 221231271 Map/Grid/Parcel

Land SF 2,377,069 Topography Sloping to Level

Acres 54.57 Zoning Single Family Residential

Road Frontage Good Flood Zone Yes, See Narrative

Shape Irregular/Adequate Encumbrance or Easement None Noted

Utilities Public Sewer Available Environmental Issues None Noted
Comments

Two adjacent parcels just outside town limits. Monument Creek cuts through the property and splits the north and south
portions. Contingent on seller getting north parcel re-zoned from RR-5 (residential rural),: 5.37 acres on the northern part of
the property to RR-0.5 and the remaining 15.51 acres to RR-2.5. The developer plans to build seven single-family homes on V-
acre lots on about 5 acres on the north side of the property, and three homes on 2 .-acre lots on about 15 % acres on the
south side of the property. The new zoning allows for approximately six more lots than permitted under the previous 5-acre
zoning. The southern parcel is already zoned R-0.5. About 37 homes would be built in total. Parcels were previously acquired
in two separate transactions in 2018 and 2020 for total of $1,052,000.
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ID 35898 Date 9/30/2021

Address 445 Highway 105 Price $975,000

City Palmer Lake Price Per Acre $75,000.00

County El Paso Property Rights Fee Simple

State CO Financing Cash or Equivalent

Grantor PPF Newco LLC Conditions of Sale Normal

Grantee Montebello 2205, LLC Verification Public record/Costar

Tax ID 7109012011 Days on Market 5.5 years

Book/Page or Reference 221183026 Map/Grid/Parcel

Land SF 566,280 Topography Level to Sloping

Acres 13.00 Zoning PUD

Road Frontage Average Flood Zone No

Shape Irregular Encumbrance or Easement None Noted

Utilities Public Available Environmental Issues None Noted
Comments

The land is zoned for planned unit developments within Palmer lake boundaries. 1,087' feet of street frontage. Adjacent to
large training facility. Public utilities available and nearby.
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Comparable 4

ID 35999 Date 9/23/2021
Address 14010 Judge Orr Road Price $2,450,000
City Falcon Price Per Acre $61,250.00
County El Paso Property Rights Fee Simple
State CO Financing Conventional
Grantor Prairie Stone LLC Conditions of Sale Private
Grantee Phils Boys Falcon, LLC Verification Public record/Costar
Tax ID 4233000027 Days on Market N/A
Book/Page or Reference 218043063 Map/Grid/Parcel
Land SF 1,742,400 Topography Mostly level
Acres 40.00 Zoning RVP
Road Frontage Good Flood Zone No
Shape Rectangular Encumbrance or Easement None Noted
Utilities Private Environmental Issues None Noted
Comments

This 40 acre parcel is zoned RVP (RV Park) and surrounded by agricultural and PUD zoned sites. It is located east of
Highway 24 just north of Falcon. Currently improved with a small home on the property and 8 permanent RV rental pads
and storing of RVs. Previously proposed site plan for 120 sites and 429 RV & Boat storage pad sites and pods. Purchased by
TX based RV operator who financed $5.6 million. The El Paso County Land Development Code allows for up to 25 RV units
per acre for Recreational Vehicle Parks.
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Summary of Comparable Land Sales and Adjustments

Land Analysis Grid Subject Comp 1 Comp 2 Comp 3 Comp 4
Red Rock Ranch
Address 290 CO-105 Arroya Lane Drive & Rockbrook 445 Highway 105 14010;;§§e or
Road
City Palmer Lake Black Forest Palmer Lake Palmer Lake Falcon
State CO CO CO CO CO
Date 5/23/2022 5/18/2022 12/21/2021 9/30/2021 9/23/2021
Price - $1,950,000 $2,600,000 $975,000 $2,450,000
Acres 28.64 34.92 54.57 13.00 40.00
Acre Unit Price - $55,842 $47,645 $75,000 $61,250
Location Palmer Lake Similar Similar Similar Similar
Topography Slight sloping Level to Sloping Sloping to Level Level to Sloping Mostly level
Shape Irregular/Adequate Iregular/Adequate Irregular/Adequate Irregular Rectangular
Approved No Yes Yes No No
Utiities  Public Available  Public Available Public Sewer 5 i Available Private
Available
. Single Family
Zoning PUD PUD Re%idenﬂcl PUD RVP
Transaction Adjusiments
Property Rights 0.0% 0.0% 0.0% 0.0%
Financing 0.0% 0.0% 0.0% 0.0%
Conditions of Sale 0.0% 0.0% 0.0% 0.0%
Expend. After Sale $0 $0 $0 $0
Adjusted Acre Unit Price $55,842 $47,645 $75,000 $61,250
Time/Mkt Conditions  5/23/2022 0.0% 0.0% 0.0% 0.0% 0.0%
Adjusted Acre Unit Price $55,842 $47,645 $75,000 $61,250
Location 0% 0% 0% 0%
Acres 0% 10% -10% 5%
Topography 0% 0% 0% -10%
Shape 0% 0% 0% 0%
Approved -10% -10% 0% 0%
Utilities 0% 0% 0% 5%
Zoning/Denisty 20% 20% 0% 10%
Adjusted Acre Unit Price $61,426 $57,174 $67,500 $67,375

Comparable Land Sale Adjustments

The subject and all cited comparable sales share generally similar characteristics and are
considered comparable to the subject. These commonalities justify inclusion of these
transactions in this analysis. Often there are differences between the property appraised
(the subject) and a comparable sale. When the dissimilarity affects value, an adjustment
to the sale price of the comparable is necessary.

Property Rights

Agreements or laws create partial interests in real estate. A deed restriction or life estate
usually reduces rights and value. If the subject is not affected by these limitations and a
comparable is, then the comparable's sale price needs an upward property rights
adjustment. In another situation, unfavorable leases eliminate a landlord's right to collect
market rent, so the real estate sells for a below-market price. If the property appraised has
no lease adversities and a comparable does have unfavorable leases, then the

File #22-04-0263 Opteon Appraisal, Inc 72



( OPTEON

Palmer Lake, CO 80133

comparable requires upward adjustment. All of the sales sold with fee simple property
rights and no adjustments were required.

Financing

Sub-market financing is a common technique used to finance the acquisition of real estate
during periods of high interest rates. When non-market financingis used, the financing may
be favorable to the buyer, so the sale price is inflated. The escalated price can be
envisioned as a composite of the worth of real estate plus the value of advantageous
financing. Since value created by financing is not real property, the contribution of the
advantageous financing must be deducted from total sale price to derive market value for
just the realty. On the opposite hand, there are instances where the buyer assumes
unfavorable financing, so the sale price is diminished. In the latter case, an upward
adjustment must be applied to the sale price of the comparable thusly deriving the market
value of the real estate. No extraordinary financing was known for any of the
comparables; thus no adjustments were required.

Conditions of Sale

An adjustment for conditions of sale is necessary when a criterion of market value is
violated. It could compensate for unusual buyer or seller motivations. Forinstance, when a
seller gives a buyer an atypicalrebate, discount, credit, or something of value to induce a
conveyance, the sale price is usually inflated. In this case, it is logical to deduct the worth
of the giveback from the sale price. Residual sums represent the property's market value.
In another scenario, a buyer may pay a premium to facilitate an assemblage. In this
instance, the premium must be deducted from the sale price to derive market value for
that conveyance. No adjustments were necessary.

Expenditure Post Sale

This is a sifuation when a buyer is compelled to invest additional money intfo a property
immediately after acquisition for some atypical reason. Post-sale invested sums are
appropriately added to a comparable’s sale price thereby producing an adjusted sale
price. Examples are demolition costs or building-code compliance costs. In this case, no
additional costs were estimated. There were existing improvements on Sale 4, but they
appear to be functional for future development and so no adjustment was made.

Market Conditions

Adjustments for market conditions are commonly referred to as time adjustments, but thisis
misleading. Value does not change due to the passage of time; sometimes it remains
stable. Oftenreal estate values fluctuate due to changes in supply and demand, interest
rates, employment, and/or inflation. This type of adjustment compensates for change in
market conditions between a sale’s fransaction date and a later point in fime.

In order to determine an appropriate adjustment for marketing conditions, we have
researched the market and observed general market conditions. Our research has
revealed that market conditions have remained generally stable within the local area
between the effective date and date of the oldest sale. While market conditions have
rebounded in Colorado Springs industrial markets, excess demand in the city center has
yet to reach the local area. Therefore, no adjustments were necessary.
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Location

Each property was rated to the subject for locational aspects such as value growth
potential, access, and general desirability. Comparables are in mostly similar locations and
no adjustments were necessary.

Physical Attributes

Myriad physical characteristics can affect land value. Some examples are lot size, shape,
site orientation, availability of utilities, and soil conditions. Those sales with superior physical
qualities warrant downward adjustment and vice versa.

Land Size

Property size is an influential variable. Often an inverse relationship exists between
price and size. That is, the larger the allowable areaq, the lower the price per unit
square foot selling price, all other things being equal. Sales were adjusted
accordingly.

Topography
Topography of land specifically involves the terrain, the three-dimensional quality of

the surface and the identification of specific landforms. Properties with flat
topography are generally more desirable as opposed to rolling or sloped
topography, which can limit development and use of the site. Sale 4 is mostly level
and adjusted down.

Shape

Property shape can have a significant effect on market value where it pertains to
overall development potential and overall site efficiency. The subject and sales are
of adequate shape for development and no adjustments were necessary.

Approvals

Approvals in place can enhance attractiveness to buyers in the market if the use is
maximally feasible. Sales 1 and 2 sold with some approvals for development in place and
were adjusted down.

Utilities

Sale 4 was adjusted up for the additional cost of private versus public utilities.

Zoning

The zoning classification assigned to a particular property can have a significant effect on
value. Sales 1 and 2 are proposed for lower density uses than those allowed by right at the
subject and they were adjusted up. Sale 3 has similar zoning, and no adjustment was
made. Sale 4 is proposed for a similar density use as the subject PUD zoning would allow
but the RVP zoning limits the variety of uses and it was adjusted up.
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Land Value Conclusion

Land Value Ranges and Reconciled Value

Number of Comparables: 4 Unadjusted Adjusted
Low: $47,645 $57,174
High: $75.,000 $67,500
Average: $59,934 $63,369
Median: $58,546 $64,401
Reconciled Value/Unit Value: $60,000
Subject Size: 28.637
Indicated Value: $1,718,216
Less: Demolition ($187,458)
Market Value "As Is": $1,530,758
Reconciled Final Value: $1,550,000

One Million Five Hundred Fifty Thousand Dollars

This adjusted sales prices vary from $57,174/Acre to $67,500/Acre, with an average price of
$63,369/Acre and a median price of $64,401/Acre. Comparable 2 is very proximate but
planned for single family residential use. Comparable 3 is proximate with similar zoning as
the subject. After consideration of all factors pertaining fo and influencing land values, we
have concluded a market value for the subject site as though vacant at the lower end of
adjusted prices/acre due to the requirement to include community space with future
development which would inhibit income potential. Our opinion of $60,000/Acre, less
demolition costs of $6.00/SF of existing building area equates to a Market Value “As Is” of
$1,550,000.

Demolition Costs
Item SF Cost/SF Cost
Demolition All Other Structures 31,243 $6.00 $187,458
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Exposure and Marketing Time

Term Definition Explanation

“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.”

Backward looking, ends
on the effective value
date. Based on factual,
past events

Exposure Time
(Statement 6)

"An opinion of the amount of time it might take | Forward looking, starts
Marketing Time fo sellareal or personal property interest at the | on the effective value

(Advisory concluded market value during the period | date. A forecast based
Opinion 7) immediately affer the effective date of the | on expectancies of
appraisal.” future occurrences.

Marketing time and exposure time are both influenced by price. Thatis, a prudent buyer
could be enticed to acquire the property in less fime if the price were less. Hence, the fime
span cited below coincides with the value opinion(s) formed herein.

USPAP Standard rule 1-2(c)(iv) requires an opinion of exposure time, not marketing time,
when the purpose of the appraisal is to estimate market value. In light thereof, an
estimated exposure fime for the subject is 12 months assuming competitive pricing and
prudent marketing efforts.

A marketing time estimate is a forecast of a future occurrence. History should be
considered as a guide, but anticipation of future events and market circumstances should
be the prime determinant. Overall market conditions are expected to
remain essentially stable, so a marketing time of 12 months is predicted for the subject.
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Certification

The appraisers signing this report make the following certifications to the best of their
knowledge and belief.

@)

O

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

Reported analyses, opinions, and conclusions are limited only by the assumptions
and limiting conditions contained within this report, and are the appraisers' personal,
impartial, and unbiased professional analyses, opinions, and conclusions.

The appraisers have no present or prospective interest in the property that is the
subject of this report, and no personal interest with respect to the parties involved.

The appraisers have no bias with respect to the property that is the subject of this
report, or to the parties involved with this assignment.

This engagement is not contingent upon developing or reporting predetermined
results.

Compensation paid to the appraisers is not contingent upon the development or
reporting of a predetermined value, or direction in value that favors the cause of the
client, the amount of the value opinion, the attainment of a stipulated result, or the
occurrence of a subsequent event directly related to the intended use of the
appraisal.

Reported analyses, opinions, and conclusions were developed, and this report was
prepared in conformity with the Uniform Standards of Professional Appraisal Practice
(USPAP)

A statement regarding personal inspection of the subject property by each
appraiseris listed below. None of the appraisers is a professional property inspector.
Furthermore, none of the appraisers has formal training in the use of tools or
instruments as part of a professional property inspection. Personalinspection by one
or more of the appraisers was limited to just those physical features and attributes
that are not hidden or obscure in any fashion by any object or weather condition.
None of the appraisers used any tools or instruments, beyond those typically used by
appraisers, to probe, study, investigate, detect, or discover any physical feature or
afttribute that was not clearly visible on the date the property was observed.

Appraisers Personal Inspection
Christopher E. Kokott Adequate Interior and Exterior
Meridith Miller Weitzenfeld None
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No one provided significant real property appraisal assistance to the appraiser(s)
signing this certification.

The appraisers have not performed any services, as an appraiser or in any other
capacity, regarding the property that is the subject of this report during the three-
year period immediately preceding acceptance of this assignment

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

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

After careful consideration of all factors pertaining to and influencing value, the
data and analysis thereof firmly supports a final value opinion(s) for the subject
property as of May 23, 2022 at $1,550,000.

Christopher E. Kokott Meridith Miller Weitzenfeld

Certified Residential Appraiser Certified General Real Estate Appraiser
CO#CR200000887 CO #Pending

Exp: December 31, 2022 Exp: Pending
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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.

1.

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
Opteon Appraisal, Inc. 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 stated in this report, the existence of hazardous substances, including without limitation
asbestos, polychlorinated biphenyl, petroleum leakage, or agriculfural 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 orknowledge 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 withrespect
fo accuracy. Due diligence has been exercised in inferpretfing 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
maftters of a legal nature.

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.

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

. The Appraiser is not required to give testimony or produce documents because of having prepared this

report unless arrangements are agreed to in advance. If the Appraiser is subpoenaed pursuant to court
order or required o produce documents by judicial command, the client agrees to compensate the
Appraiser for his appearance time, preparation fime, travel time, and document preparation time at the
regular hourly rate thenin effect plus expenses and attorney fees. In the event the real property appraised
is, or becomes the subject of litigation, a condemnation, or other legal proceeding, it is assumed the
Appraiser will be given reasonable advanced notice, and reasonable additional time for court
preparation.
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1.

14.

Features of the subject site such as legal description, dimensions, size, etc. were obtained from public
records, information provided by the client, professional surveys, and/or other applicable sources. All
information obtained therefrom is assumed reasonably correct

. Details of the improvements thereon including yet not limited to floor plans, construction materials,

dimensions, etc. were obtained from appraiser observation and/or measurement, or other sources
considered reliable. All are assumed reasonably correct.

. Any unseen spaces are assumed to have physical condition and construction quality similar to that in

observed spaces. Itis further assumed the subject has no hidden defects. The appraiser(s) did not attempt
fo study, dig, probe, investigate, detect, remove materials, or discover unfavorable physical features.

If applicable, income information was provided by ownership, their representatives, or the client. Real
estate tax information for the subject was obtained from a reputable source and is assumed correct. All
information from any credible source is assumed reasonably correct. Moreover, this informationis assumed
the most recent that is expeditiously available to the public.

. Unless stated otherwise, this appraisal assumes any water systems to the subject possess sufficient capacity

to serve the intended use of the improvements, if any. This appraisal also assumes the wateris potable and
non-contaminated. If these systems were inadequate to serve the subject's infended use, then the
subject's value and marketability could be adversely affected.

. Appraisals are based on the data available at the fime the assignment is completfed.

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.

Effective January 26, 1992, the Americans with Disabilities Act (ADA) - a national law, affects all non-
residential real estate or the portion of any property, which is non-residential. The Appraiser has not
observed the subject property to determine whether the subject conforms to the requirements of the ADA.
Itis possible a compliance survey, together with a detailed analysis of ADA requirements, could reveal the
subject is not fully compliant. If such a determination was made, the subject's value may or may not be
adversely affected. Since the Appraiser has no direct evidence, or knowledge pertaining fo the subject's
compliance or lack of compliance, this appraisal does not consider possible noncompliance or its effect
on the subject's value.

. Flood hazards are detailed elsewhere in this report. Except as enumerated herein, the appraiser(s) were

not given the results of any environmental testing on or near the property being appraised. Neither
observation of the subject property, or research conducted as part of a typical real estate appraisal
suggest the presence of any hazardous substance or defrimental environmental condition affecting the
subject. Nearby sites were not investigated to determine whether they are contaminated. Public
information and other Internet sources were not researched to determine the presence of hazardous
substances or detrimental environmental conditions in the subject's vicinity.

. Federal, State, and local laws concerning any hazardous substance or gas are sometimes contradictory.

Therefore, any needed clean up should comply with the most stringent laws. The appraiser(s) are not
informed or trained in environmental legalities. It is assumed no hazardous substance or gas adversely
affects the subject real estate. If the subject is adversely influenced by a hazardous condition, then the
subject's market value would be impaired. The presence of any hazardous condition usually diminishes
market value. The value opinion formed in this report assumes there is no environmental hazard affecting
the subjectreal estate. No responsibility is assumed by the appraiser(s) or the company for any hazard, or
for any expertise required to discover any environmentally hazardous condition. Our client is urged to
retain an expert in this field, if desired.
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Addenda

Market Data
Office Data

ReahyRates.com MARKET SURYEY - Z2nd Quarter 2022
Nationwide - Class A & B Office Buildings

1stQ@ 2022 4th@ 2021
Operating Data
Income
Asking Rent $24.02 $23.83 $24.08 $23.79| 02 0.2%
Effective Fent 2123 $2004  $2108 $2001  0.2% 0.2y
Other Inc ome $106 $1.00 $1.08 00 02 0.23%
Total Income $22.249 $21.05 2224 $210 02 0.2
Yacancy Rate HE% 1267 1483 127 -13% -15%
Effective Gross Income [EGI) $13.04 $18.40 $£13.95 $18.34  05% 043
Ezpenses
Total Expenses #1166 $10.38 #1145 #1019 193¢ 18%
Expense Ratio B1.28% 5639 60414 65,600 142 142
Met Operating Income [ NOI) $7.37 $8.03  $750 $8M -ATx 14
Investment Data
Avg Sale Price $37 $35 38 $36 15 100
Owerall Cap. Rate [DAR) TEx 85 TEM 85  -03% 0.4
Gross Rent Multiplier [ GRM) 457 472 465 477 ATx L1
Effective Gross Income Multiplier [EGIM) 508 514 620 5.21 -19% 1.3%
“Iat Guarter 2022 Datay Copyright 2022 RealtyRat es.com™
MARKET CAP RATE
Mt e e e e s e i RO e e U et R R e O e e e et s T e

N X

5%
02 03 04 05 06 O7 08 09 10 11 12 13 14 15 16 17 18 19 20 21 22 23 24 25 26

B Colorado Springs Office B United States Office
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7 $21.25 10.8% 7.8%

12 Google

Vacancy Rate 0.8% T.B% EA% BO.0%
 Bwallabiry Rate 0% ' 108% Y T45%
Star Fiating Khhkhhk |hhkhkza | hhkhk | khkhn
Avaliniia Space Amibutes Low r— Madisn High
Available 5F 130 2247 o0 7,504
Direct Asking RenbSF $13.00 £21.25 $1B.50 £24.00
e : i : —— L o =
Floor Mumber | 1 1 z |
BIZ9RI22
{:_-_T"T-h:j & 222 CoSer Grous - | to Trica 5 LLE - 128560 '3 CoStar- td
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Industrial

RealtyRates_ com MARKET SURVEY - 2nd Quarter 2022~
Mationwide - Class A & B Office Buildings

1st@ 2022 4thq 2021

Operating Data

Income

Asking Rent $24.12 $2383 $£24.06 $2379 0.2% 0.2
Effective Fent $21.23 $2004  $2112 g2001  0.2% 0.2%
Oither Income $1.08 $100 #1068 $100  0.2% 0.2%
Total Irve: ome $22.29 $2105 $22.24 2101 023 0.2
WVacancy Rate 4.6 1269 148% 127 13 -1.5%
Effective Gross Income [EGI) $13.04 $12.40 £1255 $1834 05 0.4
Ezpenses

Total Expenses $16e $10.38 #1146 #1019 19 18%
Expense Ratio Bl.28% 5639 6041 55600 14% 143
Met Dperating Income [NOI) $7.37 $003 4750 $314 AT -14%
Investment Data

Avg Sale Price a7 $35 $498 $96 <15 1.0
Dwerall Cap. Rate [DAR) TE% a8 TEM a8 -03% 04
Gross Rent Multiplier [GRM) 457 472 465 477 1T L
Effective Gross Income Multiplier [EGIM]) 5,09 514 520 521 19 1.3
“Iot @uarter 2022 Daty Copyright 2022 RealtyRates.com™

MARKET CAP RATE

| [ 1 OSSO g SR E SRR g

9.0%

8.5%

8.0%

5.5%

02 03 04 05 06 07 08 09 10 11 12 13 14 15 16 117 18 19 20 21 22 23 24 25 26

B Colorado Springs Industrial B United States Industrial
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PEER LOCATIONS
T A i~ Castle Rock Bl e
izal BE}
L] A -@ (_- :
st b5
- @
Dieckars
Elbert
Wistereek
rryall
Eastonvilla
Paylan .!—_)T'_;
HER Black Forest ]
Wﬂﬂ:l _ t-.lr-||r|15'
Park ACEDEMY
Lake Georgs &
Florissant (4] Divide Falcon
il Cascade-Chipita &)
b7 s i
7) Pisrk ! B

¥ Subject Property ’ Peers with Availability © Peers with No Availabillty 11 Mile Radius

PEER SUMMARY STATISTICS
Property Attributes Lowr Avworage Modian High
Building SF B, 265 16.916 11,852 39,184
Year Built 1983 1085 2003 2004
Clear Height =z 159" 148" 24
Docks ] 1 ] 4
Typical Floor SF 8,265 16,0116 11,8582 36,194
Vacancy Rate 0% 0 0% 0%
Availability Rate 96.1% 14.2% 96.1% 96.1%
Star Rating L8 L8 21 L& LB &
Available Space Attributes Low Avorage Median Hiigh
Available SF 24,000 24,000 24,000 24,000
Asking Rent’5F . - -
Months On Market 1.3 13 1.3 1.3
& G200
(aiunine) © 2022 CoStar Group - Licenssd to Trice Vakation Services LLC - 1245602 i"‘: CoStar- i
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2 $7.99 $10.99 5

LEASE COMPARABLES
7 " =
o | 5 £a E’ B
'._1':'5' 3 e
Palmer Lake =
Palmer F-!:dgce Ehi
{105} High Schoal
i Waadmaar iy
The Ascent Church o
Balanced anke Woodmaor 5
)
L
{105) |
Monument 7
% U
335 4, &
Mt Hermano e B :fh Leu-:.«is FPalmer
High Schaol
Highy Rd by Ad
F
-
(Google § Subject Property {) Lease Comparables
SUMMARY STATISTICS
Rent Doals Low Aveorage Modian High
Asking Rent Per 5F 2 £7.99 s7.04 5709 5709
Starting Rent Per S5F 1 51090 51099 §10.09 $10.00
Effective Rent Per 5F 1 510,90 510.99 $10.89 $10.90
Asking Rent Discount 1 -37.5% -37.5% -37.5% -37.5%
Tl Allowance - - - - -
Maonths Free Rent - - - - -
Maonths on Market 2 1 5 5 ]
Deal Size 2 16,100 16,100 16,100 16,100
Lease Deal in Months. 1 B0.0 80.0 B80.0 &0.0
Floor Mumber 2 1 1 1 1
Bra92022
(aimaning) £2022 CoStar Group - Licersed ta Trice Valuation Services LLC - 1245682 oy .
?, » CoStar gt
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Retail

Peer Pr rties Summary

MMM Market Rent'SF Axailability Rato

17 $16.84 - 0%

@ 22 CoSter Grougp - | o Trica 5 LLE - 12858 {: Gﬂ&ﬂl" Paga 14
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RealtyRates.com MARKET SURYEY - Znd Quarter 2022"

MNationwide - Class A & B Neighborhood, Community & Strip R etail Centers

Operating Data

Income

Bzking Rent $17.08 $1663 $16.38 $16.56 04 0.4
Effective Rent $1e20 21573 $E04 $BEE 04X 0.4
Other Inc ame $0.31 $0.73 3031 $0.78 0.4 0.4
Total I ome 7.0 $1651 $16.94 $16.45 04x 0.4
WYacancy Rate 85 A 4 241 -14% 14
Effective Gross Income [EGI) £15.56 $15105 $£1547 #1508 05% 0.5
Ezpenses

Total Expenses £10.39 $3.77 #1020 $369 19% 19%
Expenze Ratio EE. 782 E4.52 EDSZM E3ET 13% 13%
Met Operating Income [NDI) $5.17 $5.37 ¢6.27 $547 -2.0% 185
Investment Data

Avg Sale Price 372 73 373 74 20 16
Dverall Cap. Rate [DAR) 7.2% T4 TEM 4K 0.0 0.2%
Gross Rent Multiplier [ GRM) 442 464 453 474 24 2.0
Effective Gross Income Multiplier [EGIM] 4 &0 482 472 4483 -25% 2.1
“ist Guart er 2022 Data Cop yright 2022 RealtyRat es.com™™

MARKET CAP RATE

9.0%

7.0%

6.0%
07y 08 0% 10 11 12 13 14 15 16 17 18 19 20 21 22 23 24 25 26

M Colorado Springs Retall B United States Retall
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. .
Multifamily
Propaity Sae Aaking Rt Per Mherth Pat Lisa
Propaity NSl At Rating ¥r Buil Lt Avg Unit BF ‘Budis 1 Baad 2 Bad 3 Bad Ri=t/SF
Springs at Allson Valley
2018 260 oa1 1,568 | 51,933 | 52 404 | 5210
Q 14320 New Vioyager Heig... | W % % % 81, 51, szIed | 2, ]
? Springs at Faohil Farms *kkk 20 264 1,048 $1581 | S1963 | 52308 | S2.495 | $206
1203 Affirmed View ’ ' ' ' '
Bella Springs Apariments
Q 1050 Mitar B * k& ok 2002 564 B5E . S1873 | 31881 | 52,104 | 3206
Q The Overlook al Interquest 2017 264 o7 1,763 | 52,008 e | $201
11124 Cadar Glen View * ok ok ok - $1, 3z 82, 3
Volta at Vayager ** % 20 200 o2 S1880 | $10831 | S2680 | $201
Q 11275 Nahealite Point T : ' ' '
Tator 20086 276 04 1831 | 52010 458 | %195
0 1840 Peregrine Vista s | W X W - 81, 52, 8, 51
0 Vistas al Jacksen Creek *hkk 2015 267 o9 $1781 | $1967 | 52,312 | $143
18112 Oid Farest Pt ' ' ' '
Ridgepoinie A1 Gleneagle
2000 240 a1 1 1350 | $1500 | §1,085 | 3188
Q13&315|-=purde Wk ok el b # s #

VACANCY RATES
22%
20%
18%
16%
14%
12%
10

8%
B
4%

I
2017 2018 2019 2020 2021 2022

B Rent Comparables o Northwest El Paso County Calorade Springs 3-5 Star
3-6 Star
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: Forecast

%

&%

5%

oy gl e B b b e bl b b dasa b b aabas o loaa begs s basap ey Riaa by boaalasalaial
3%
L | 1 | 1 1 1 1 1 1 I | 1 1 I | 1 1 ] 1 | 1 ] 1 1 1 I

02 03 04 05 06 OF OB 09 10 11 12 13 14 15 16 17 18 19 20 21 22 23 24 25 26
B Colorado Springs Multi-Family B United States Multi-Family

ReahgyRates.com MARKET SURYEY - Znd Quarter 2022~
Nationwide - Class A & B Apartments - 90« Units

1stQ@ 2022 4thQ 2021
Operating Data
Income
Azking Rent §1522 §1450 495
Effective Fent $1.394 $1.329 485
Other Income $4 §4 49%
Total Inc ome #1398 $1,333 485
Yacancy Rate 5.1 5.2% 153
Effective Gross Income [EGI) $1.326 $1.264 495
Ezpenses
Total Expenses #0524 £513 2.0
Espense Ratio 33.50 4062 -2.8%
Met Dperating Income [NOI) 3803 $751 B9
Investment Data
Avg Sale Price $121.388 $114.508 B0
Owerall Cap. Rate [DAR]) T i 08
Gross Rent Multiplier [ GRM) 726 718 113
Effective Gross Income Multiplier [EGIM] TE3 .55 1.0%
*ist Guarter 2022 Data Copyright 2022 RealtyRat ec.com™

Letter of Engagement
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' ' OPTEON 5500 Peorl 51, Sulie 250 Main: 773-4467-4444

Rosemont, IL 40078 commerciol@OpteonUSA.com

ACKNOWLEDGEMENT AND APPROVAL FOR REAL ESTATE APPRAISAL:

Property o be appraised:
Property 1: 290 and 350 Highway 105, Palmer Lake, CO
Property 2: 10 Acres of Vacant Land on County Line Rd -
{Next to the Santa Fe to Greenland Trdil Link), Palmer Lake, CO

FEE: $9,500.00 (50% retainer payable in advance)

Accepted ﬁ ¢
Signature: W o by’ Print Name: __ DAWINA- Colling

Date: MJ—L
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County Assessor Record

710540005
OVERVIEW
Owner: TOWN OF PALMER LAKE
Mailing Address: PO BOX 977 PALMER LAKE CO, 80133
Location: 290 HIGHWAY 105
Tax Status: Exempt
Zoning: PUD
Plat No: -
Legal Description: TRACT IN SE4SE4 SEC 5-11-67 AS FOLS, BEG AT SE COR OF SD SEC, TH N 202 FT TO STATE HWY 105, NWLY ALG SLY LN

OF SD HWY 7735.8 FT, S 646.2 FT TO S LN OF SD SEC, THEON SD SLN 640 FT TO POB

MARKET & ASSESSMENT DETAILS 2

Market Value Assessed Value
Land $108,551 S0
Improvement sSo S0
Total $108,551 S0
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7108100016
OVERVIEW
Owner: TOWN OF PALMER LAKE
Mailing Address: PO BOX 977 PALMER LAKE CO, 80133
Location: 350 HIGHWAY 105
Tax Status: Taxable
Zoning: -
Plat No: -
Legal Description: THAT PART OF NE4ANE4 LY NELY OF PINE CREST TRI-DIST ASSEMBLY GRDS ADD 1 SEC 8-11-67 EX THOSE POR CONV TO

TOWN OF PALMER LAKE BY REC #209128930

MARKET & ASSESSMENT DETAILS 2

Market Value Assessed Value
Land $459,994 $133,400
Improvement $538,425 $66,730
Total $998,419 $200,130
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OVERVIEW
Owner: PALMER LAKE TOWN OF
Mailing Address: PO BOX 208 PALMER LAKE CO, 80133-0208
Location: EPWORTH HWY
Tax Status: Exempt
Zoning: R3
Plat No: 907
Legal Description: ALL OF BLK 5 PINE CREST TRI-DIST ASSEMBLY GRDS ADD 1 PALMER LAKE
MARKET & ASSESSMENT DETAILS 2
Market Value Assessed Value
Land $82,600 $0
Improvement S0 $0
Total $82,600 $0
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7108126009
OVERVIEW
Owner: TOWN OF PALMER LAKE
Mailing Address: PO BOX 977 PALMER LAKE CO, 80133
Location: LAUGHING WATER DR
Tax Status: Taxable
Zoning: -
Plat No: 907
Legal Description: LOT 4 BLK 1 PINE CREST TRI-DIST ASSEMBLY GRDS ADD 1 PALMER LAKE, TOG WITH VAC ORD 4-93 BY BK 6193-651, EX

THAT PR CONV TO TOWN OF PALMER LAKE BY REC #209128930

MARKET & ASSESSMENT DETAILS 2

Market Value Assessed Value
Land $66,100 $19,170
Improvement S0 $0
Total $66,100 $19,170
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Appraisers Qualifications & Licenses

MERIDITH MILLER WEITZENFELD
Certified General Real Estate Appraiser - Commercial Valuation

Office Address: 600 Glen Avenue, Suite 103, Salisbury, Maryland, 21804
Phone: 888.450.8258; Fax: 410.543.92100;

Mobile: 954.326.1617

Email: mmiller@valucentric.com

Web: www.valucentric.com

0O000Q

EXPERIENCE:

1 2018-Date:  Appraiser; Commercial Valuation; Valucentric/Opteon USA
0 2017-2018:  Certified General Appraiser; Shackelford & Associates

O 2006-2016:  Senior Commercial Appraiser; Roe Minor Realty Consultants
PROFESSIONAL AFFLIATIONS:

O Maryland State Certified General Appraiser: 33337 (10-9-2024)

O Florida State Certified General Real Estate Appraiser: RZ3282 (11-30-2022)

O Pennsylvania State Certified General Real Estate Appraiser: GA004467 (6-30-2023)
0 Delaware State Certified General Real Estate Appraiser: X1-0010761 (10-31-2023)
0 Colorado State Certified General Real Estate Appraiser: Pending

EDUCATION:

O Florida State University, Bachelor of Science Finance & Multinational Marketing

APPRAISAL EDUCATION:

0 Various providers including Calypso Education, McKissock and the Appraisal Institute
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Christopher E Kokott State of Colorado
770 Lake Cook R Suite 300 Department of Regulatory Agencies
Deerfield, IL 60015 B 2

Division of Real Estate

Board of Real Estate Appraisers

Christopher E Kokott

ht License #: CR200000887
Mm AW Certified Residential Appraiser Status: Active

Director: Marcia Waters Expires: 12/31/2023

For the most up to date information regarding this credential, visit http://dora.colorado.gov/dre
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Glossary

This glossary contains the definitions of common words and phrases, used throughout the appraisal
industry, as applied within this document. Please refer to the publications listed in the Works Cited

section below for more information.

Works Cited:

Appraisal Institute. The Appraisal of Real Estate. 14th ed. Chicago: Appraisal Institute, 2013.
Appraisal Institute. The Dictionary of Real Estate Appraisal. éth ed. 2015.

Band of Investment

A technique in which the capitalization rates
attributable to components of an investment
are weighted and combined to derive a
weighted-average rate attributable to the
total investment (i.e., debt and equity, land
and improvements).

(Dictionary, 6t Edition)

Common Area

1. The total area within a property that is not
designed for sale or rental but is available
for common use by all owners, tenants, or
their invitees, e.g., parking and its
appurtenances, malls, sidewalks,
landscaped areas, recreation areas,
public foilets, fruck and service facilities.

2. In a shopping center, the walkways and
areas onfto which the stores face and
which conduct the flow of customer
traffic. (ICSC) (Dictionary, 6t Edition)

Common Area Maintenance (CAM)

1. The expense of operating and maintaining
common areas; may or may not include
management charges and usually does
not include capital expenditures on
tenant improvements or other
improvements to the property.

o CAMcanbe aline-item expense fora
group of items that can include
maintenance of the parking lot and
landscaped areas and sometimes the
exterior walls of the buildings.

o CAM can refer to all operating
expenses.

o CAM can refer to the reimbursement
by the tenant to the landlord for all
expenses reimbursable under the
lease. Sometimes reimbursements

have what is called an administrative
load. An example would be a 15%
addition to total operating expenses,
which are then prorated among
tenants. The administrative load, also
called an  administrative  and
marketing fee, can be a substitute for
or an addition to a management fee.
2. The amount of money charged to tenants
for their shares of maintaining a center’s
common area. The charge that a tenant
pays for shared services and facilities such
as electricity, security, and maintenance
of parking lots. ltems charged to common
area maintenance may include cleaning
services, parking lot sweeping and
maintenances, snow removal, security,
and upkeep. (ICSC) (Dictionary, 6t
Edition)

Debt Coverage Ratio (DCR)

The ratio of net operating income to annual
debt service (DCR = NOI/Im), which measures
the relative ability of a property to meet its
debt service out of net operating income;
also called debt service coverage ratio
(DSCR). A larger DCR indicates a greater
ability for a property to withstand a downturn
in revenue, providing an improved safety
margin for a lender. (Dictionary, éth Edition)

Discount Rate

A rate on return on capital used to convert
future payments or receipts info present
value; usually considered to be a synonym for
yield rate. (Dictionary, 6t Edition)

Effective Age
The age of property that is based on the
amount of observed deterioration and
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obsolescence it has sustained, which may be
different from its chronological age.
(Dictionary, éth Edition)

Effective Date

1. The date on which the appraisal or review
opinion applies. (SVP)

2. In a lease document, the date upon
which the lease goes into effect.

Excess Land

Land that is not needed to serve or support
the existing use. The highest and best use of
the excess land may or may not be the same
as the highest and best use of the improved
parcel. Excess land has the potential to be
sold separately and is valued separately.
(Dictionary, éth Edition)

Exposure Time

1. The fime 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; aretrospective estimate based
on an analysis of past events assuming a
competitive and open market.
(Dictionary, 6th Edition)

External Obsolescence

A type of depreciation; a diminution in value
caused by negative externalities and
generally incurable on the part of the owner,
landlord, or tenant. The external influence
may be either temporary or permanent
(Dictionary, éth Edition).

Extraordinary Assumption

An assumption, directly related to a specific
assignment, as of the effective date of the
assignment results, which, if found to be false,
could alter the appraiser's opinion or
conclusion. Comment: 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 tfrends;
or about the integrity of data used in an
analysis. (USPAP, 2016-2017 ed.) (Dictionary,
6th Edition)

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. (Dictionary, éth Edition)

Functional Obsolescence

The impairment of functional capacity of a
property according to market tastes and
standards. (Dictionary, éth Edition)

Functional Utility

The ability of a property or building to be
useful and to perform the function for which it
isinfended according fo current market tastes
and standards; the efficiency of a building's
use in tferms of architectural style, design and
layout, traffic patterns, and the size and type
of rooms. (Dictionary, 6t Edition)

Gross Building Area (GBA)

Total floor area of a building, excluding
unenclosed areas, measured from the exterior
of the walls of the above grade area.
(Dictionary, éth Edition)

Gross Leasable Area (GLA)

Total floor area designed for the occupancy
and exclusive use of tenants, including
basements and mezzanines; measured from
the center of joint partitioning to the outside
walll surfaces. (Dictionary, 6t Edition)

Highest and Best Use

The reasonably probable use of property that
results in the highest value. The four criteria
that the highest and best legal use must meet
are legal permissibility, physical possibility,
financial feasibility, and maximum
productivity. (Dictionary, 6™ Edition)

Hypothetical Condition

A condition, directly related to a specific
assignment, which is contrary to what is
known by the appraiser to exist on the
effective date of the assignment results, but it
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is used for the purpose of analysis. Comment:
Hypothetical conditions are contrary fo
known facts about physical, legal, or
economic characteristics of the subject
property; or about conditions external to the
property, such as market conditions or frends;
or about the integrity of data used in an
analysis. (USPAP, 2016-2017 ed.) (Dictionary,
6th Edition)

Leased Fee Interest

The ownership interest held by the lessor,
which includes the right to receive the
contract rent specified in the lease plus the
revisionary right when the lease expires.
(Dictionary, 6th Edition)

Market Area

The geographic region from which a majority
of demand comes in which the majority of
competition is located. Depending on the
market, a market area may be further
subdivided into components such as primary,
secondary, and fertiary market areas, or the
competitive  market area may be
distinguished from the general market area.
(Dictionary, ét Edition)

Market Rent

The most probable rent that a property should
bring in a competitive and open market
reflecting the conditions and restrictions of a
specified lease agreement, including the
rental  adjustment and  reevaluation,
permitfed uses, use restrictions, expense
obligations, term, concessions, renewal and
purchase options, and tenant improvements
(Tls). (Dictionary, éth Edition)

Market Value

A type of value that is the major focus of most

real property appraisal assignments. Both

economic and legal definitions of market
value have been developed and refined,
such as the following:

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, orin
terms equivalent to cash, or in other
precisely revealed terms, for which the

3.

specified property rights should sell after a
reasonable exposure in a competitive
market under all conditions requisite to a
fair sale, with the buyer and seller each
acting prudently, knowledgably, and for
self-interest, and assuming that neither is
under undue duress.

Market value is described, not defined, in
the Uniform Standards of Professional
Appraisal Practice (USPAP) as follows: A
type of value, stated as an opinion, that
presumes the fransfer 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
tferm identified by the appraiser as
applicable in an appraisal.

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:

¢ |dentfification 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 fterms
are assumed as the basis of the
appraisal.

o If 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 e clearly set forth; their
contribution fo, 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 that a

property should bring in a competitive

and open market under all conditions
requisite to a fair sale, the buyer and the
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5.

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
motivated;

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

e A reasonable fime 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
consideratfion 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)
The International Valuation Standards
Council defines market value for the
purpose of infernational standards as
follows: The estimated amount for which
an asset or liability should exchange on
the valuation date between a wiling
buyer and a willing seller in an arm'’s
length fransaction, after proper marketing
and where the parties had each acted
knowledgably, prudently and without
compulsion. (IVS)

The Uniform Standards for Federal Land

Acquisitions defines market value as

follows: Market value is the amount in

cash, or on terms reasonably equivalent to
cash, for which in all probability the
property would have sold on the effective
date for the appraisal, after a reasonable
exposure time on the open competitive
market, from a wiling and reasonably
knowledgeable buyer, with neither acting
under any compulsion to buy or sell, giving
due consideration to all available
economic uses of the property at the time
of the appraisal. (Uniform Standards for

typically

Federal Land Acquisitions) (Dictionary, éth
Edition)

Marketing Time

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
the appraisal. Marketing time differs from
exposure time, which is always presumed to
precede the effective date of an appraisal.
(Advisory Opinion 7 of the 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). (Dictionary, ét Edition)

Net Operating Income (NOI)

The actual or anticipated net income that
remains affer all operating expenses are
deducted from effective gross income but
before mortgage debt service and book
depreciation are deducted. Nofe: This
definition mirrors the convention used in
corporate finance and business valuation for
EBITDA (earnings before interest taxes,
depreciation, and amortization) (Dictionary,
6th Edition)

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. (Dictionary, 6 Edition)

Parking Ratio

A ratio of parking area or parking spaces to
an economic or physical unit of comparison.
Minimum required parking ratios of various
lond uses are often stated in zoning
ordinances. (Dictionary, éth Edition)

Rentable Area

For office 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
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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 magjor vertical
penetrations of the floor. Alternatively, the
amount of space on which the rent is based;
calculated according fo local practice.
(Dictionary, éth Edition)

Replacement Cost

The estimated cost to construct, at current
prices as of the effective appraisal date, a
substitute for the building being appraised,
using modern materials and current
standards, design, and layout. (Dictionary, 6
Edition)

Scope of Work

The type and extent of research and analyses
in an appraisal or appraisal review
assignment. (USPAP, 2016-2017 ed.)

Stabilized Occupancy

An expression of the average or typical
occupancy that would be expected for a
property over a specified projection period or
over its economic life. (Dictionary, é™ Edition)

List of Abbreviations

Surplus Land

Land that is not currently needed to support
the existing use but cannot be separated
from the property and sold off for another use.
Surplus land does not have an independent
highest and best use and may or may not
contribute value to the improved parcel.
(Dictionary, éth Edition)

Tenant Improvements (Tls)

1. Fixed improvements to the land or
structures installed and paid for use by a
lessee.

2. The original installation of finished tenant
space in a construction project; subject to
periodic change for succeeding tenants.
(Dictionary, éth Edition)

Vacancy and Collection Loss

A deduction from potential gross income
(PGI) made to reflectincome reductions due
to vacancies, tenant turnover, and non-
payment of rent; also called vacancy and
credit loss or vacancy and contingency loss.
(Dictionary, éth Edition)

.................................................................... Average
................................. Common Area Maintenance
....................................................... Cash Equivalent
.......................................... Commercial Real Estate
........................................................ Days on Market
.......... Federal Emergency Management Agency
.................................................................. Front Foot
........................................ Linear Feet or Linear Foot
............................................. Multiple Listing Service
............................ Not Applicable or Not Available
.................................... Square Feet or Square Foot
........................................................ Per Square Foot
Uniform Standards of Professional Appraisal Practice
............................................................. Year to Date

End of Report
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