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Dear Mr. Gall:

In accordance with your request, I have completed an appraisal of the Sherwood Recreation

Center facility which is commonly identified by a street address of20300 SW Pacific Highway,

Sherwood, Oregon. The property is specifically located immediately east of the intersection of
Pacific Highway (99W) and Sunset Boulevard approximately 1.2 miles west of the Sherwood

central business district. The 54,366 square foot recreation and aquatic facility was completed in

1998 together with a "Teen Center" addition in 2002.

The purpose of this appraisal assignment is to develop and support a market value estimate for

the subject real property fee simple ownership interest. The intended use of the assignment

results is to assist the City of Sherwood in decision-making relative to future operations and a

potential sale ofthe subject property. The client and sole intended user ofthe assignment results

is the City of Sherwood. There are no third-party beneficiaries. Possession of a copy of this

report does not create a client or intended user relationship with the appraiser. No one other than

the City of Sherwood may rely upon the assignment results in any manner without the express

wriffen consent of the appraiser.

The subject is legally described as Tract '04", 'Woodhaven, City of Sherwood, Washington

County, Oregon. For assessment purposes, it is identified as Tax Lot 9100 of Section 31CB,

Township 2 South, Range 1 West, Washington County, Oregon and as Assessor Parcel

R2046270.

Based upon my investigation and analysis of relevant market data, the market value of the

subject real property fee simple estate as of June 22,2017 has been estimated at $5,000,000

which includes land and improvements.
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Mr. Joseph Gall
City Manager
City of Sherwood, Oregon

July 20,2017

The hypothetical market value of the underlying land, as-if vacant, has been estimated to be

$2,565,000. The value opinions are subject to various assumptions and limiting conditions that

have been identified throughout the report and at its conclusion. The opportunityto be of service

is sincerely appreciated. Should you have any questions, please do not hesitate to contact me.

Respectfully submitted,

Richard P. Herman, MAI, FRICS
Member, R.P. Herman & Associates LLC
Oregon CertifTed Appraiser C000 I 90

Expiration Date: January 31,2018
Email Address: rick@rpherman.com
Date of Report: July 20,2017
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Executive Summary

City of Sherwood, Oregon
22560 SW Pine Street
Sherwood, Oregon 97140

J une 22, 201 7 (Y alue Estimate)
July 20, 2017 (Date of Report)

Fee Simple Estate

Develop and support a market value estimate for the subject land

and improvements notwithstanding the current YMCA of
Columbia-Willamette Sherwood Regional Facility Family

operation utilizing all relevant valuation methodology.

Additionally, develop and support a hypothetical value estimate

for the underlying land as-if vacant.

Narrative Appraisal Report

Sales Comparison Approach
Income Approach

LDR-PUD; Low Density Residential- Planned Unit Development

As improved: publicly or privately owned and/or operated

multi-purpose recreational center

55,000,000 (Land and Improvements as Currently Improved)

$2,565,000 (Land Only As-lf Vacant)

The subject property is the Sherwood Recreation Center which is

a multi-sport community recreation center which was constructed

in 1998. The structural improvement is a three-story steel-frame

and masonry block special purpose building. The ground floor
level is approximately 19,245 square feet in size and is the

location of an exercise area, mechanical room, storage and a

covered play arealgymnasium, as well as a weight room and

double-use area located underneath the "teen center." The main

floor level (19,287 square feet) supports two (3) locker rooms,

three (3) child care areas, lobby and reception area, multi-purpose

room and a natatorium that encloses a21-yard lap pool and water

recreation area. The upper floor level (10,636 square feet) is the

location of fitness and aerobic centers, and an indoor track. In
2002, a 10,296 square foot addition known as the "teen center"

was built on the northerly end of the building. The cumulative

floor area of the structure, including the pool enclosure area,

File 17059 R.P. Herman & Associates LLCO Page 6



Executive Summary. Cont'd.

Site Characteristics:

Locational
Differentiation:

approximates 54,366 square feet based upon a review of
construction plan sheets, whereas the building area excluding the

pool is approximately 46,466 square feet. All aspects of the

building are excellent quality.

The subject site is comprised of one tax lot which has an area of
approximately 8.73 acres as reflected on the most recent county

assessment map. Its northeasterly boundary is formed by a

riparian corridor associated with a tributary of Cedar Creek which

is heavily treed and the location of a Sherwood green space tract.

The southerly and westerly property boundaries are established by

SW Woodhaven Drive and SW Sunset Boulevard which are a

local collector and arterial, respectively. Adjoining to the norlh is

Pacific Highway (Highway 99W). The adjoining intersection of
Sunset Boulevard and Pacific Highway has a hard traffic control.

This is a high exposure location with an average dailytraffìc count

(ADT) along Pacific Highway of approximately 38,500 (2015).

The site is surrounded by an established residential community

known as "Woodhaven" which consumes approximately 185

acres,72 of which are preserved green space and walking paths.

Located approximately six blocks southeast is the 6-aqe

Woodhaven Park which has recently undergone substantive

renovation and expansion. The Stella Olsen Memorial Park is

accessible from Woodhaven by means of a paved walking path.

This is a 24-acre park facility that hosts a community summer

concert series. With the exception ofthe riparian corridor, the site

exhibits generally level topography. Access has been established

to Woodhaven Drive at the northeasterly extreme of its frontage.

The site was platted as an element ofthe Woodhaven development

(Tract "4") which is zoned Low Density Residential - Planned

Unit Development (LDR-PUD). The current land use is permitted

on an outright basis in this zone. As identified in the initial staff

report associated with the facility land use decision (File SP97-6

YMCA Recreational Facility), mandatory visual corridor setbacks

associated with Pacific Highway, Sunset Boulevard and

Woodhaven Drive are 25 feet, 15 feet and l0 feet, respectively.

There is also a21-footminimum setback relative to the adjoining

riparian corridor. Cumulatively, this reduces the developable area

of the parcel to approximately 7.61 acres.

The subject location is differentiated by its association with the

City of Sherwood, its Highway 99W frontage and contiguity with

Fite 17059 R.P. Herman & Associates LLCO Page 7



Executive Sum marv. Cont' d.

Market Area
Econometrics:

Ownership History:

Marketing History:

Extraordinary Valuation
Assumptions:

Occupancy Overview:

"'Woodhaven," which is an established, newer residential

neighborhood. The subject location is both vehicle and pedestrian

friendly. This stretch of Highway 99W has historically had limited

success relative to commercial development with the vast majority

of commercial development occurring north of Edy Road along

Highway 99W. Nonetheless, the subject market area is densely

populated and has a relatively affluent trade base which is
forecasted to grow and has the potential to support for limited and

selective commercial development. Considerable annexation and

infrastructure expansion is planned, as is a new high school

campus that will be proximate to the subject.

The driving force that has precipitated residential development

throughout the general area has been a combination of both

population growth and purchasing power. The City of Sherwood

population increased between 2010 and 2017 from 18,194 to

19,718 or 8.4percent. It is forecasted tobe20,922by 2022 which

is an increase of 6.1 percent. The 2017 median and average

household income were $87,0 I 5 and S I 11 ,199, respectively. The

former is forecasted to increase by l4.lpercent by 2022 to

599,269 and the latter by l5.2percent to 8128,122. The average

per capita income as of 2017 is $38,244.

Ownership of the subject property is vested with the City of
Sherwood as evidenced by a Bargain and Sale Deed recorded on

December 5,1996 as Document 96-108496. The grantor in that

conveyance was GSL Woodhaven Investors LLC and Diamontis

Woodhaven LLC, whereas the stated consideration was

$1,200,000. There do not appear to have been any subsequent

recorded conveyances.

The subject property has not been exposed to the marketplace at

any time during the three-year period preceding the valuation date

or date ofreport.

An extraordinary assumption is one directly related to a specific

assignment, which, if found to be false, could alter the appraiser's

opinions or conclusions. The value estimate repofted herein has

not been conditioned upon any extraordinary valuation

assumptions.

The subject property has been continuously occupied by the

YMCA ofColumbia-Willamette since its completion in 1998. The

File 17059 R.P. Herman & Associates LLCO Page 8



Executive mârv. Cont'd.

Assignment Conditions :

Hypothetical Conditions:

City of Sherwood passed a general obligation bond to construct

the YMCA facility in 1996. Occupancy and use of the subject

property is not subject to a formal lease agreement. Rather, it is
governed by a 2}-year operating agreement entered into by the

city and YMCA of Columbia-Willamette. It will expire on

October 31, 2017 coincidental with retirement of the debt

obligation which was largely assumed by YMCA. A constructive

leasehold therefore exists until the expiration of the agreement'

The initial agreement was signed in 1996 approximately two years

before the center was completed. Since that time there has been

only one recorded amendment in 1999. Pursuant to the agreement,

YMCA is responsible for the cost of all aspects of the building's

operations including staffing, operating supplies, contractual

services and capital replacement with the exception ofthe exterior

of the structure. All cleaning and maintenance functions

associated with the interior of the building are also the

responsibility of YMCA, as are the building's mechanical and

operating systems. The annual debt reduction payment

approximatedT4 percent ofthe cost of the construction loan. The

YMCA is also responsible for all facility and program equipment

costs, including fitness and aquatics, as well as maintaining the

grounds and parking lot. The City of Sherwood is obligated to pay

for basic grounds maintenance beyond the immediate landscape

and parking lot, building and property insurance as well as the

debt service payment on the construction loan.

There were no assignment conditions that adversely influenced the

reliability or credibility of the value opinion expressed herein.

A hypothetical condition is a value predication that is known to be

contrary to fact. For purposes of reasonable analysis, the value

opinion of the property as improved has disregarded an operating

agreement between the City of Sherwood and YMCA of
Columb ia-Wil lam ette that was executed in I 99 6, recognizing that

a sale of the subject property to another party or entity will not

occur until after the agreement expires on October 31,2017. Due

to the near-term expiration date, and atypical due diligence period

of up to 6 months, this valuation perspective does not represent a

hypothetical predication. The land value opinion as-if vacant is

hypothetical inasmuch as it is improved with the YMCA facility.

File 17059 R.P. Herman & Associates LLCO Page 9



Prelim rv l)ata

Legal Description

The subject property in its entirefy is legally described as Tract'04", Woodhaven, City of Sherwood,

Washington County, Oregon. For assessment purposes, it is identified as Tax Lot 9100 of Section

31C8, Township 2 South, Range 1 West, Washington County, Oregon and as Assessor Parcel

R2046270.

Purpose and Intended Use of Appraisal Assignment

The purpose of this appraisal assignment is to develop and support a market value estimate for

the subject real property fee simple ownership interest. The intended use of the assignment

results is to assist the client with decision-making regarding a potential sale of the subject

property and/or its operational structure subsequent to expiration of the current operating

agreement. Additionally, a hypothetical value opinion has been developed and supported for the

underlying land as-if vacant.

Ownership Riehts Valued

The property rights appraised represent the fee simple ownership interest.

Dates of Sisnificance

The value opinion expressed herein is based upon an effective date of June 22, 2017. The

appraisal report was prepared subsequently and completed on or about July 20,2017. This

represents the date ofreport.

Client/Intended User

This appraisal repoft has been prepared for the exclusive use and benefrt of the City of Sherwood

as the sole client and intended user. There are no third party beneficiaries. The assignmentresults

may not be used or relied upon by any other person or entity, for any purpose whatsoever,

without the express written consent of the appraisers. This report is incomplete and cannot be

relied upon without the letter of transmittal and limiting conditions.

Scope of Assignment/Appraisal Problem

The scope of work that is relevant to this assignment focuses upon the development of a
supportable market value estimate for the subject property as curently improved (land and

improvements) and as to the underlying land as-if vacant. The Income Approach is the most

relevant and reliable valuation method for this assignment based upon market participant

interviews and typical purchase decision influences. Given the age of the subject original

structure and subsequent addition, the Cost Approach would be weakened by a substantial and

unexacting depreciation adjustment. Similarly, the Sales Comparison Approach is weakened by a

lack ofhighly similar market comparisons and an irreconcilable unit value pattern compelled by

divergent purchase motivations. As evidenced by the market transactions cited in the Sales

Comparison Approach, typical purchasers of this property type are owner/users, local of national

branded club facility operators or investors motivated by the potential for repurposing or

File 17059 R.P. Herman & Associates LLCO Page 10



Preliminary Data. Cont'd.

redevelopment. Secondary reliance has therefore been placed upon both the Cost and Sales

Comparison Approaches inasmuch as both provide a comparably less meaningful and reliable

value indication. The income approach is generally recognized as being the most relevant

valuation method due to cost of occupancy considerations relative to either an investor (lease

revenue) or an owner/operator (opportunity cost of ownership). Relative to the land value

opinion, the sales comparison approach is the only relevant methodology.

The scope of research involved a review of all types ofmarket data pertaining to health, fitness,

racquet and wellness club facilities derived from the International Health, Racquet & Sportsclub

Association (IHRSA) as well as LoopNet, CoStar, Vertical Email and market participants. Due

to the unique physical and functional characteristics ofthe subject property, the geographic

scope of market data search included the entirety of Oregon and Washington. The scope of
reporting is a narrative appraisal report as defined in the 20 I 6- 1 7 edition of USPAP. The scope

of search for development land comparables primarily focused upon Washington County.

The physical and transactional characteristics of all of the comparables were verified with a

participant to the sale/listing. The scope of comparable verifìcation included a conversation with

aparty to the transaction as specifically identifìed in the market data summary charts presented

herein. While many of the verifying parties were generally candid, some were not. Much of the

additional information requested by the appraiser is not a maffer of public record, thus it can be

obtained only from these parties and typically cannot be crosschecked against other sources.

Thus, the physical and transactional data derived from these interviews are assumed to be

accurate. The quality and extent of the verification process should be carefully considered by the

reader/client when forming an opinion as to the credibility of the individual comparables, as well

as the cumulative database. The manner in which the verifyin g party is interviewed and the

substance of the questions asked may, in some instances, result in conflicting information;

independent verification ofthe data by the client is encouraged so that a full understanding of
each comparable can be developed.

Data Availabilitv

Information provided by the client and/or property owner which was relevant to the appraisal

assignment included the following:

o Plan set prepared by LSW Architects PE, 2300 Main Street, Vancouver, Washington

dated March30,1997;

¡ Plan set pertaining to the "YMCA Teen Center Addition" prepared by LSW Architects

PE, 1953 NE Kearney Street, Portland, Oregon dated March 1,2002 (Job 0l170);

o Staff report and notice of decision pertaining to the original site plan (File SP97-6) and

an exemption notice for the expansion in 2002 together with a summary of minor

amendments;

o Recreation and aquatic center feasibility study fìnal report prepared for the City of
Sherwood, Oregon by Ballard King & Associates, Ltd. dated January 30,2017.
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Preliminarv Data. Cont'd.

. Copies of responses to an RFP issued by the City of Sherwood which requested

proposals for the operation and management of the subject recreation and aquatic center.

All information utilized herein to describe the subject property and develop relevant market data

was developed by the appraisers utilizing public and proprietary resources that are believed to be

reliable.

Ownership Historv

Ownership of the subject property is vested with the City of Sherwood as evidenced by a
Bargain and Sale Deed recorded on December 5, 1 996 as Document 96-108496. The grantor in

that conveyance was GSL Woodhaven Investors LLC and Diamontis Woodhaven LLC, whereas

the stated consideration was $1,200,000. There do not appear to have been any subsequent

recorded conveyances.

Marketins Historv

The subject property has not been exposed to the marketplace at any time during the three-year

period preceding the valuation date or date of report.

Occu¡rancv Profile

The subject property has been continuously occupied by the YMCA of Columbia-Willamette

since its completion in 1998. The City of Sherwood passed a general obligation bond to

construct the YMCA facility in 1996. Occupancy and use ofthe subject property is not subjectto

a formal lease agreement. Rather, it is governed by a 2}-year operating agreement entered into

bythe city and YMCA of Columbia-Willamette. It will expire on October 31,2017 coincidental

with retirement of the debt obligation which was largely assumed by YMCA. A constructive

leasehold therefore exists until the expiration of the agreement. The initial agreement was signed

in 1996 approximately two years before the center was completed. Since that time there has been

only one recorded amendment in 1999 . Pursuant to the agreement, YMCA is responsible for the

cost of all aspects ofthe building's operations including staffing, operating supplies, contractual

services and capital replacement with the exception of the exterior of the structure. All cleaning

and maintenance functions associated with the interior ofthe building are also the responsibility

of YMCA, as are the building's mechanical and operating systems. The annual debt reduction

payment approximatedT4 percent of the cost of the construction loan. The YMCA is also

responsible for all facility and program equipment costs, including fitness and aquatics, as well

as maintaining the grounds and parking lot. The City of Sherwood is obligated to pay for basic

grounds maintenance beyond the immediate landscape and parking lot, building and property

insurance as well as the debt service payment on the construction loan.

Assignment Conditions

There were no assignment conditions that adversely influenced the reliability or credibility ofthe

value opinion expressed herein.

File 17059 R.P. Herman & Associates LLCO Page12



Preliminary Data. Cont'd.

Extraordinarv Val ation Assumntions

An extraordinary assumption is one directly related to a specific assignment, which, if found to

be false, could alter the appraiser's opinions or conclusions. The value estimate reported herein

has not been conditioned upon any extraordinary valuation assumptions.

Hvpothetical Conditions

A hypothetical condition is a value predication that is known to be contrary to fact. Forpurposes

of reasonable analysis, the value opinion has disregarded an operating agreement between the

City of Sherwood and YMCA of Columbia-Willamette that was executed in 1996, recognizing

that a sale of the subject property to another party or entity will not occur until after the

agreement expires on October 31,2017. Due to the near-term expiration date, and a typical due

diligence period of up to 6 months, this valuation perspective does not represent a hypothetical

predication. The land value opinion as-if vacant is hypothetical inasmuch as it is improved with

the YMCA facility.

Relevant Definitions

The following definitions cited in the Dictionarl¡ qf Real Estate Appraisal published by the

Appraisal Institute (2015) are relevant to this assignment and report:

Fee Simple Estate

Absolute ownership unencumbered by any other interest or estate, subiect only to îhe

lìmitations imposed by the governmental powers of taxation, eminent domain, police

power and escheat.

Market Value

The most probable price which a property should bring in a compelitive and open market

under all conditions requisite to afair 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 titlefrom

seller to buyer under condiÍions whereby:

. Buyer and seller are typically motivated;

o Both parties are well informed or well advised, and acting in what they

consider their best interests;

o A reasonable time is allowedfor exposure in the open market;

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

c The príce represents the normal considerationfor property sold unaffected

by special or creative financing or sales concessions granted by anyone

associated with the sale.
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Preliminarv Data. Cont'd.

Appraisal Report Transmittal and Acceptance

All persons and firms reviewing, utilizing or relying on this report in any manner bind

themselves to accept all attached restrictions, certifications, assumptions, and limiting

conditions. Do not use this report if you do not so accept. These conditions are apart of the

appraisal report; they are a preface to any certifîcation, definition, fact or analysis, and are

intended to establish, as a matter of record, that the function of this appraisal is to provide an

estimate of present market value for the subject property based upon the appraiser's

observations. This appraisal report is an economic study to estimate market value as defined

herein. An appraisal is not an engineering report, survey, or environmental assessment; expertise

in these areas, among others, is not implied.

File 17059 R.P. Herman & Associates LLCO Page14
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Aerial Photographs
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Economic and tional Influences

The subject property is located within the City of Sherwood which has historically been

identified as a suburban, "bedroom" comrnunity of Washington County. It is proximate to the

controlled intersection of Pacifìc Highway (Highway 99W) and Sunset Boulevard with the

former serving as a primary commuting route between the City of Portland located roughly 15

miles northwest as well as the peripheral commuter communities of Tigard, Sherwood and

Newberg. It provides a substantive exposure benefit with an average daily traffic (ADT) of
38,500 (2015). The latter serves as a primary feeder street to the surounding residential area as

well as Main Street (10 blocks SE). Intensive commercial development along Pacific Highway

occurs between Edy Road (1.2 miles NE) and Tualatin-Sherwood Road (1.6 miles NE) and is

typified by several freestanding commercial buildings, office complexes, retail strip centers and

multiple shopping centers including the grocery-anchored Sherwood Crossroads Neighborhood

Shopping Center and the Sherwood Market Center. Proximate to these centers are a Home Depot

and a Regal Cinema.

To the northwest of Highway 99W and the intersection of Sunset Boulevard, Kruger Road and

Elwert Road is an areathat is steadily transitioning from rural residential acreage and farmland

to single-family residential subdivisions. There is significant residential development planned or

currently under way along Elwert Road as well as a new high school to be constructed along

Haide Road (.5-mile northwest) by 2020.The City of Sherwood is one of several suburban

communities surrounding the southerly extreme of the Portland Metropolitan Area. It is

favorably situated relative to transportation infrastructure as well as being proximate to other

significant population centers. The City of Tigard, which is the third largest incorporated area of
Washington County, is located approximately 5 miles north, whereas the City of Tualatin is

situated a similar distance east. A direct link between Sherwood and Tigard is provided by

Highway 99W, which serves as a primary commuting route between the Portland Metropolitan

Area and the communities ofNewberg and McMinnville in nearby Yamhill County. Similarly,

Tualatin-Sherwood Road, which was completed in the early 1990s, provides a direct link to

nearby Tualatin as well as the I-5 Freeway system.

Signifìcant shopping and support services have emerged at the intersections of Edy Road and

Tualatin Sherwood Road to Highway 99W. At Edy Road, there are two primary retail

developments including the Marketplace at Sherwood which is anchored by a Kohls departments

store and McDonalds as well as the Sherwood Marketplace which is a community shopping

center anchored by Safari Sams, Taco Bell and Shari's Restaurant. Also located at this

intersection is a Providence Medical Plaza, Walgreens and the Sherwood Ice Arena. As to

Tualatin Sherwood Road, there are two primary shopping centers at this intersection including

the Safeway anchored Sherwood Crossroads which has several pad retail buildings with tenants

including a Starbucks, Sherman Williams and Gentle Dental. Located at the southeast corner of
this intersection is the Sherwood Market Center which was formerly anchored by a Haggen's

grocery store. Located immediately across Tualatin Sherwood Road is a Regal Cinemas which

has also been improved with several retail pad buildings. The most recent commercial

developments to emerge in Sherwood have occurred in the Langer Farms and Parkway Village

Shopping Centers. In 2005, construction was completed on roughly 146,000 square feet ofretail
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space at the Langer Farms Shopping Center which included a Target department store and retail

strip pad. In 2014, construction was completed on 190,000 square feet of retail space at the

Parkway Village Shopping Center which included a I 50,000 square foot Walmart and six retail-

strip buildings occupied by national credit tenants such as Starbucks, Chipotle and MOD Pizza.

The general land use pattern ofthe overall community
is predominantly residential with the exception of a

small industrial area located between Tualatin-

Sherwood Road and Oregon Street at the north-

easterly quadrant of the community. The Central

Business District offers limited commercial

enterprise. However, the Sherwood City Council

adopted an urban renewal plan in August,2000 forthe
purpose of restoring the Old Town Sherwood and

Washington Hill neighborhoods which substantially

form the Central Business District. Concurrently,

transportation projects have been completed,

including improvements to Oregon Street and

Sherwood Boulevard, as well as aesthetic

improvements to Highway 99W. The first project

funded within the urban renewal district was a new

library facility located at the "Old Cannery Site". Sherwood is currently analyzing three (3)

annexation areas identified as the "Tonquin Employment Area," "Sherwood 'West" 
and

"Brookman Area." The "Brookman Area" is located along the southerly city lirnits and is a 250-

acre plan area that will include residential housing, mixed-use commercial and ernployment

development. The "sherwood West" area will adjoin the westerly city limits and is a | ,291-acre

area that is proposed to be developed in phases over the next 50 years. A new high school is

located within Phase A of Sherwood West and is expected to be completed by 2020. However, it

is unclear if all of Phase A will be annexed atthal point. Lastly, the "Tonquin Employment

Area" was brought into the UGB in 2004 and is intended to provide significantjob opportunities

through employment-oriented development.

The driving force that has precipitated residential development throughout the general area has

been a cornbination of both population growth and purchasing power. The City of Sherwood

population increased between 2010 and 2017 from 18,194 to 19,718 or 8.4percent. It is
forecasted tobe20,922by 2022 which is an increase of 6.1 percent. The2017 median and

average household income were $87,015 and $111,199,respectively. The formeris forecastedto

increase by l4.1percent by 2022 to 599,269 and the latter by 15.2percent to 5128,122. The

average per capita income as of 201 7 is 538,244.

csrr¡i¡gfùa¡tooó :
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2016 Demographic and Income Profile
Sherwood Citv Washinqton County

2010 2017 2022 201 0 2017 2022

Population 18,194 19,718 20,922 529.710 587.29r 629,931

Households 6,316 6,735 7,110 200,934 220,028 235,269

Averase HH Size 2.88 2.93 2.94 2.60 2.64 2.65

Median HH Income $87,015 s99,269 $70,977 $80,392

Average HH Income $l r I,199 s128,122 $94.079 $107,137

Per Capita Income $38,244 $43,834 $35,539 s40,287

Source: U.S. Census Bureaq Census 2010 Sunmary File L Esri forecasts for 2017 and2022.

Washington County continues to be a fast-growing county within the Portland MSA and

between 2010 and20l7 its population has increased from 529,710 to 587,291. The population is

estimated to be approximately 629,937 by 2022. Over the same period, the number of
households increased substantively from 200,934to220,028 and is expected to total 235,269by

2022.Median household income as of 2017 was $70,977 as compared to a average household

income of $94,079. Both are forecasted to increase by the year 2022 to $80,392 and $107,137,

respectively.

As reported in the "Employment in the Portland Metro Area May 2017" publication bythe State

of Oregon Employment Department, "The Portland metro area's unemployment rate held steady

at 3.5 percent in May; the lowest rate since comparable records began in 1990. Overthe year, the

rate declined from 4.8 percent as the number of unemployed residents fell by 14,100 to 43,000.

Portland's jobless rate remains below the U.S. (4.3%) and about the same as Oregon statewide

(3.6%). Employers added 2,400 jobs in May (seasonally adjusted). Job growth has decelerated

sharply from 3.3 percent in May 2016 to 1.9 percent in May 2017 . Manufacturing is back on

track, adding jobs for the fourth consecutive month in May. Construction beat seasonal

expectations with a gain of 1,700 job. Leisure and hospitality saw solid gains, primarily in

restaurants. All other broad industries performed in line with historic norrns. Over the past 12

months, the Portland Metropolitan Area's total nonfarm payroll employment rose by 22,800

jobs, or 1.9 percent. Once again, the construction sector was the fastest-growing major industry

with a year-over-year gain of 10.6 percent (+6,500). Conversely, manufacturing recorded its

ninth consecutive month of over-the-year decline although the pace has eased somewhat (-.9%; -

1,100 jobs). Losses in semiconductors (-2,100jobs) and transportation equipment (-400 jobs)

have been partially offset by gains in machinery (+500 jobs) and food manufacturing (+200

jobs)."
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Source: Employment in lhe Portland MeÍro Area: May 2017

Overall, the subject location is differentiated by its location within the City of Sherwood fronting

Highway 99W surrounded by an established, newer residential neighborhood. The subject

location is both vehicle and pedestrian friendly. This stretch of Highway 99W has historically

had limited success relative to commercial development with the vast majority of commercial

development occuring north of Edy Road along Highway 99W. Nonetheless, the subject market

area is densely populated and has a relatively affluent trade base which is forecasted to grow and

has the potential to support for limited and selective commercial development. Considerable

annexation and infrastructure expansion is planned, as is a new high school campus that will be

proximate to the subject.
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Subiect Descrintion

Structural ImDrovements

The subject property is the Sherwood Recreation Center which is a multi-sport community

recreation centerwhich was constructed in 1998. The structural improvement is athree-story

steel-frame and masonry block special purpose building. The ground floor level is approximately

19,245 square feet in size and is the location of an exercise area, mechanical room, storage and a

covered play arealgymnasium, as well as a weight room and double-use area located undemeath

the "teen center." The main floor level (19,287 square feet) supports two (3) locker rooms, three

(3) child care areas, lobby and reception area, multi-purpose room and a natatorium that encloses

a2l-yard lap pool and water recreation area. The upper floor level (10,636 square feet) is the

location of fitness and aerobic centers, and an indoor track. In 2002, a 10,296 square foot

addition known as the "teen center" was built on the northerly end of the building. The

cumulative floor area of the structure, including the pool enclosure area, approximates 54,366

square feet based upon a review of construction plan sheets, whereas the building area excluding

the pool is approxim ately 46,466 square feet. All aspects of the building are excellent quality.

Exterior finish features include masonry block wall surfacing, steel column support structure,

membrane roof and extensive anodized double-pane fenestration. Interior finish features include

tile and commercial floor coverings together with painted drywall partitioning and suspended

acoustic tile/drywall ceiling. The gymnasium hardwood floor has been recently refinished.

Notable amenities include a25-year three-lane pool, recreational swimming pool, 65-foot water

slide, full-size basketball/volleyball court, 25-foot-high rock climbing wall, spin, dance and

gymnastics studios and a lll4rh-mile walking/running track. The improvement is competitively

maintained in all respects. Situated to the southeast of the site is a217-space asphalt surfaced

parking lot which has a circular drop-off area. Immediately surrounding the building is irrigated

landscape and an outdoor patio area.

Site Characteristics/ Influential Land Use

The subject site is comprised of one tax lot which has an area of approximately 8.73 acres as

reflected on the most recent county assessment map. Its northeasterly boundary is formed by a

riparian corridor associated with a tributary of Cedar Creek which is heavily treed and the

location of a Sherwood green space tract. The southerly and westerly property boundaries are

established by SW Woodhaven Drive and SW Sunset Boulevard which are a local collector and

arterial,respectively. Adjoining to the north is Pacifìc Highway (Highway 99W). The adjoining

intersection of Sunset Boulevard and Pacific Highway has a hard traffic control. This is a high

exposure location with an average daily traffic count (ADT) along Pacific Highway of
approximately 38,500 (2015). The site is surrounded by an established residential community

known as "Woodhaven" which consumes approximately 185 acres,72 of which are preserved

green space and walking paths. Located approximately six blocks southeast is the 6-acre

Woodhaven Park which has recently undergone substantive renovation and expansion. The

Stella Olsen Memorial Park is accessible from Woodhaven by means of a paved walking path.

This is a24-acrepark facility that hosts a community summer concert series. With the exception

ofthe riparian corridor, the site exhibits generally level topography. Access has been established

to Woodhaven Drive at the northeasterly extreme of its frontage. The site was platted as an
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element of the Woodhaven development (Tract "A") which is zoned Low Density Residential -
Planned Unit Development (LDR-PUD). The current land use is permitted on an outright basis

in this zone. As identified in the initial staff report associated with the facility land use decision

(File SP97-6 YMCA Recreational Facility), mandatory visual coruidor setbacks associated with

Pacific Highway, Sunset Boulevard and Woodhaven Drive are25 feet, 15 feet and l0 feet,

respectively. There is also a25-footminimum setback relative to the adjoining riparian coridor.

Cumulatively, this reduces the developable area of the parcel to approximately 7.61 acres.

Access/Transportation Connectivitv

Access to the subject property has been established to Southwest Woodhaven Drive near the

easterly extreme of its frontage in the form of a double-width concrete approach that connects to

an asphalt driveway that extends approximately 300 lineal feet to the southeast corner of a

surface parking lot. At this location, Woodhaven Drive is a fully improved bidirectional local

street residing within a 60-foot dedicated public right-oÊway. The westerly boundary of the

subject site is formed by Sunset Boulevard, which is a local collector residing within a 9O-foot

wide dedicated public right-of-way. It is fully improved with bidirectionaltravel lanes, periodic

landscape center island, and integrated turn lanes. The northerly boundary ofthe subject property

is formed by Pacific Highway (Highway 99W), which is 4-lane state highway that provides

connectivity between the Portland Metropolitan Area and southwest suburbs with the City of
Sherwood, as well as the communities ofNewberg and McMinnville in nearby YamhillCounty.

The travel lanes are separated by a median. The resulting exposure level is beneficial to the

subject property with the average daily traffic count on Pacific Highway being 38,500 as of
2015. The intersection of Sunset Boulevard and Pacific Highway has a 6-way hard control.

Infrastructure

As reflected in City of Sherwood GIS resources, an 8-inch sanitary sewer line is located within

Woodhaven Drive that has been stubbed to the subject property in order to provide gravity flow.

There is also an 8-inch sanitary sewer line located within Sunset Boulevard. City water is

available in Woodhaven Drive in the form of 8-inch and l2-inch water lines. A 24-inch storm

sewer line is located within Sunset Boulevard. Electricity, telephone and naturalgas services are

available at curbside through private vendors.

Zonins.

The subject property, as well as the entirety of the Woodhaven development, is zoned Low

Density Residential - Planned Unit Development (LDR-PUD). The base (LDR) zoningdistrict

"provides for single-family housing and other related uses with a density of 3.5 to 5 dwelling

units per acre!'Copies of the residential (Chapter 16.12) and PUD (Chapter 16,40) zoning code

excerpts has been included in the Addenda.
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Propertv Taxes

As reflected in information obtained from the Washington County Assessor's office, the

estimated real market value of the subject property for the 2016117 fiscal year was52,727,080.

The subject property has no property taxes as a result of public ownership.

Basements and Encroachments

A current title report was requested but not provided the client. A review ofthe site plan and City

of Sherwood GIS resources suggests that the only existing easements pertain to sanitary sewer

and water lines. There are no other apparent easements. An inspection of the property did not

reveal any obvious encroachments, although, the easterly boundary of the parcel is a heavily-

treed riparian corridor. A current professional survey and title report are strongly recommended.

Covenants" Conditions and Restrictions

The subject property is located within the Woodhaven development and is presumably subject to

a Declaration of Protective Covenants, Conditions and Restrictions for Woodhaven that was

recorded on December 21, 1994 as Document 94112621, and as amended and restated

(Document 99004554) which was recorded on January 14, 1999, a copy of which has been

included in the Addenda.

Bnvironmental Issues

The appraiser was not provided with an environmental assessment of the subject property. The

appraiser is not qualified to determine the presence of hazardous wastes/materials. A physical

inspection of the property revealed no obvious indications of hazardous materials, such as

chemical stains on floors or in the parking lot, and/or barrels used to store chemicals. Should

concerns involving the presence or absence of hazardous wastes/materials requiring factual

analysis arise, it is recommended that professional guidance be retained.

Soil Conditions

The appraiser was not provided with a soil engineering study. Should concerns involving soil

compaction and capacity require factual analysis, it is recommended that professional guidance

be retained.

Flood Hazard Area

As reflected on the most recent FEMA Federal Insurance Rate Map (Panel 41067C 0601E

effective November 4, 2016) the subject property appears to be located within an area of
minimal flood risk (Zone "X").

Remainine Physical Life

A review of Marshall Evaluation Service Life Expectancy Guidelines suggests that the subject

property should have a typical life expectancy of 45 to 50 years. The remaining economic life

may be different, as influenced by market conditions. Based upon floor area, approximately 83
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percent of the building has an actual and effective age of 16 years, having been completed in

1998. The balance of the building, which was completed in 2002,has an effective age of
approximately 15 years. The weighted actual and effective age of the improvements therefore

approximates 18 years. Consequently, the remaining physical life of the subject improvement

has been estimated at roughly 25 to 30 years.

Strengths and Weaknesses

The market position of the subject property exhibits the following strengths:

The subject property is located in what will soon become a high-growth area as a result

of considerable annexation activity and the imminent development of a nearby new high

school campus.

a

a

a

a

a

a

a

The architectural design of the facility is marketable, whereas, its floor plan on three

levels affords a high degree of space planning flexibility. Critical elements that have

been integrated into the building floor plan include a swimming pool/water recreation

area, gymnasium and indoor track.

All aspects of the property are competitively maintained, which is a critical element to

supporting membership growth and retention.

The space planning of the facility relative to various types of amenities is generally

proportional, although locker room accommodations are marginal;

The market area boundary capacity is capable of expanding well beyond thetypical 12-

minute travel time threshold that is generally recognized by the IHRSA as a result ofthe

most proximate competition being located in the communities of Tigard, Tualatin and

Wilsonville, all of which have a l5 to 3O-minute travel time, as influenced by a limited

number of connecting routes and relatively frequent traffic congestion.

The functional attributes of the facility are fundamentally competitive relative to a mid-

to-larger scale, non-franchise athletic, exercise and wellness facility with the swimming

pool, free weight room, yoga/Pilates open floor exercise areas, spin classroom, and

cardio studio all representing facility amenities that fall within the top l0 most

commonly expected by members based upon the most recent IHRSA survey; its

prominent location at the intersection ofthe Pacific highway and Sunset Boulevard offers

a high degree of visibility and market identify;

The subject property appears to have substantive surplus land, which would

accommodate expansion of the facility to the west, as well as the parking lot to the south.

The market position of the subject property is potentially weakened by the following

characteristics:
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The physical characteristics of the subject improvement are not generally adaptable to

other types ofoccupancy such as offrce, personal service andlor specialty retail.

It appears that the property may have substantive surplus land, which is not being

utilized in an economically beneficial manner.

a

a
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Hishest and Best Use

Highest and best use represents an anal¡ical process wherein the physical, legal, social, and

economic constraints placed upon the property are examined for the purpose of defining that use,

which is possible and, concurrently, the most financially productive. It is essentially a refinement

process wherein the broadest range of possible uses are identified and then examined for legal

appropriateness, as well as complementation to the neighborhood and the wealth maximization

ofthe property owner. An examination of the marketplace and land use trends in the general area

has led the appraiser to the following conclusions regarding the highest and best use of the

subject site as ifvacant.

The relevant tests for highest and best use are legally permissible, physically possible, financially

feasible, and maximally productive. The zoning of the subject site is single-family residential

with the low density residential zoningaccommodating a density range of approximately 3.5 to

5.0 lots per acre. This translates into a density range of approximately 3l to 44lots relative to a

gross area of 8.73 acres and approximately 27 to 38 lots relative to the developable area. The

resulting nexus is therefore a more likely range of approximately 31 to 38 lots, which meets the

minimum and maximum density requirement on both a gross and net developable area basis. The

physical adaptability of the site to residential subdivision land use is facilitated by its relatively

efficient shape, abundant street frontage, availability of all infrastructure needed to support

development, and gently sloping topography. This type of land use is also complementaryto the

surrounding land use, which is a large, well-established planned-unit development known as
o'Woodhaven."

As to demand, the subject property is located in close prcximityto the "Sherwood West" concept

plan area, which was adopted by the city council in February 2016.\t consists of 1,291-acre area,

generally west and north of Elwert Road and the existing city limits. The area is designed by

Metro as an urban reserve 58 and could be incorporated into the city over the next 50 years.

Annexation and phase development will lead to significant population increases.

The timing of annexation will be driven by the needs of the city's growing population. Metro is

forecasting 1,156 new households in Sherwood between 2015 and 2035. In March 2015

ECONorthwest published a report titled Sherwood Housíns Needs 20 I 5 to 203 5 for the City of
Sherwood and Cogan, Owens, Greene. The housing needs analysis is intended to comply with
requirements of statewide planning policies that govern planning for housing and residential

development, Goal 10, Metropolitan Housing Rule (OAR 660-007) and Metro's 2040 Functional

Growth Management Plan. The City's primary obligations from Goal 10 are to (l) designate

land in a way that half of new housing can be single-family detached and the other half
multifamily, (2) achieve an average density of six (6) dwelling units per acre, and (3) provide

sufficient land to accommodate forecasted housing needs through 2035. The consultants stated

that Sherwood's anticipated housing growth (1,156 new households) between20l5 and2035 can

likely be accommodated by existing land inventory in the city limits (606 new households) and

the Brookman Area (550 new households). Relative to forecasted demand (1,156 new

households), there is a slight surplus of buildable land supply which exhibits the capacity to

support 1,281 new dwelling units. However, the report stated that the buildable land inventory
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within the city limits is insufficient to meet forecasted demand and that new planning areas

(Brookman Area or Sherwood West) must be annexed.

While forecasts call for Sherwood household growth of 0.7 percent annually, this estimate falls

well below the city's historical growth rates. In comparison, Sherwood household averaged an

annual growth rate of 3.4 percent between 2000 and 2013 and 8 percent between 1990 and2013.

At these rates, Sherwood will not have sufficient land supply to accommodate growth without

annexation and development of both the Brookman Area and Sherwood West. The report noted

that at growth rates between2to 4 percent annually, both existing land supply within the city

limits and the Brookman Area will be exhausted within 4 to 10 years. The Brookrnan Area is

defined by Brookman Road to the south, the city limits to the nofth, Highway 99W to the west

and Ladd Hill Road to the east. It is a 25O-acre concept plan area that has been under planning

development by the City of Sherwood since 2002 when it was incorporated into the regional

Urban Growth Boundary. City Council adopted the concept plan in June 2009 which includes

multiple land use zones such as residential housing, mixed-use commercial, employment, parks

and open space. The development will require transportation, utility and trail infrastructure

system upgrades. There is currently apartialannexation application for72 acres within the plan

areawhich is expected to go before City Councilvote byApril 2017.The"Tonquin Employment

Area" was brought into the UGB by Metro in2004 and the City of Sherwood adopted a concept

plan for the area in 2010. An implementation plan for the area funded by a grant through Metro

was accepted by Sherwood City Council in June 2015. The city is currently seeking

recommendations and conducting research for development of office and industrial land uses. In

November 2016, Sherwood voters narrowly passed Ballot Measure 34-254 which will increase

Sherwood School District student capacity by 2,000 through the construction of a new high

school with a target construction completion date of 2020. The total cost of the project is

estimated to be $247.5 million. The Sherwood School District has selected multiple tax lots

immediately north and northwest of the subject as the site for the new high school.

Infrastructure development within Sherwood West will include substantive construction of
transportation and utility infrastructure. Elwert Road, Edy Road, Kruger Road and Chapman

Road will all be classified as "Collector" streets by the City of Sherwood. Additionally, asecond

collector road will need to be constructed west and parallel to Elwert Road. The Sherwood West

concept plan describes four (4) primary subareas: North District, West District, Far West District

and Southwest District, all of which have been described below.

The North District will consist of a mixed housing neighborhood situated around a new

school, neighborhood park and mixed-use commercial node. The area is bounded by

Scholls-Sherwood Road to the north, Roy Rogers Road to the east and fingers of
Chicken Creek to the south and west. There will be sports and recreation facilities near

the intersection of Scholls-Sherwood Road and Roy Rogers Road. The area will also be

developed with interconnected walking trails.

a
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The West District is confined by Edy Road to the north, Elwert Road to the east, Kruger

Road to the south and rural properties to the west. This district is in the middle of the

planning areaandwill consist of mixed housing districts organizedaround a new school,

neighborhood park and mixed-use commercial node together with hillside residential

development. A new neighborhood collector road running parallel to Elwert Road will
wind through the center as well as complementary trails utilizing corridors of Chicken

Creek. The subject is located within Plan Area A which is part of the West District and is

anticipated to be the first development phase due to infrastructure availability.

The Far West District is located west of Chicken Creek and adjacent to Edy Road. This

area will consist of hillside residential development as it features sloping topography. A

nature park will be set aside at its northeast corner to capitalize on existing habitat values

and sensitive areas. The district will include a reconstruction ofthe Edy and Elwert Road

intersection.

o

a The Southwest District is located north of Chapman Road and south of Goose Creek

The area will host varying intensities of hillside residential development with steeper

slopes and higher elevations than other areas in the concept plan. The district willbe the

"Gateway to Wine Country" and feature a commercial node near its southeast corner

adjacent to Highway 99W. Commercial development will provide opportunities for

lodging, restaurants, tourism and agricultural related business.

Infrastructure development will need to be phased in order to accommodate the required

developer funding participation. The location and rate ofphasing development will be dependent

on many factors including property owners, funding availability, buildable lands and growth in

the City of Sherwood as a whole. The subject is located in "Phase Area A" which has the most

infrastructure currently in place and represents the best near-term opportunity for development in

Sherwood West. Development of infrastructure in the area will cost an estimated $35 to $50

million.

Washington County is curently planning a $5.9 million Elwert Road/Kruger Road/Sunset

Boulevard/Highway 99W Intersection Project that will be funded through phase 3d ofthe Major

Streets Transportation Improvement Program (MSTIP). The project will consist of a roundabout

roughly 600 feet nofth of the current T-intersection nearthe midpoint of the subject easterly

boundary. Following project completion, Elwert Road willbe designed to City of Sherwood road

standards including 12-foot travel lanes, 5-foot sidewalks, 6-foot bike lanes, street lighting and

5-foot landscaping lplantingthat equate to a 56-foot-wide improved right-of-way. Kruger Road

will be constructed to typical rural road standards with 12-foot travel lanes and 6-foot shoulders

which equate to a 36-foot improved right-of-way. In orderto accommodate future development,

total dedications of 90 and 50 feet will be acquired for Elwert Road and Kruger Road,

respectively, that will support improved and unimproved right-of-way. The project is approved

for up to 30 percent design with construction anticipated to begin in2018 or 2019. Project
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exhibits depicting the general location of proposed roundabout and realignment have been

included herein.

Over the past decade, the population growth of Sherwood has been somewhat tethered by the

availability of development land and the consequential impact ofthe 2008 recession. Regardless,

its population nonetheless increased 18,194to 19,718 between 2010 and 2017.\t is forecasted to

continue to increase to 20,922 by the year 2022.It is a relatively affluent community with the

median and average household income as of 2017 being $87,015 and $111,199, respectively.

Demand for housing in the City of Sherwood continues to be positive with median sale price

increasing from $380,000 to $385,000 between the second quarter of 2016 and the same period

of 2017. Sales volume has also remained consistent with 237 homes sold during the first 6

months of 2016, as compared to 243 during the same period of 2017. Time on market has been

relatively briet with a median of 7 days and 12 as to the frrst 6 months of 2016 and 2017,

respectively.

In the final analysis, it is therefore evident that the highest and best use of the subject site, as if
vacant,would be that of single-family residential subdivision development, which is consistent

with currentzoning,physically adaptable to the site, as well as being a complementary land use

relative to the surrounding Woodhaven development. It also represents a land use that is in high

demand, as evidenced by growing population and a comparatively strong local residential

housing market.

The highest and best use of the subject property, as improved, is mostly like that of some

iteration ofthe current use as a health, wellness and fitness facility. As reflected in the following

tabulation, the location of the subject property generally meets the IHRSA target requirements

with the population density within both a l0-minute and 12-minute radius exceeding the 50,000

to 100,000 population. Similarly, median household income marginally approximates the

S75,000 per year target level at both the 1O-minute and 12-minute radius at$73,197 and574,164,

respectively.The25 to 50-year age bracket target of 10.8 percent is substantially exceeded

within all three concentric travel time radiuses, as is the $50,000 to $75,000 income level. The

$75,000 and above household income is significantly exceeded at 584,059 to $93,145. Based

upon average household income, the monthly dues structure range that the local market can

support is approximately $70 to $78 per month. Proximate competition is limited relative to

multi-sport fitness facilities with a majority of local establishments being small-scale specialty

operators. The nearest multi-sport/fitness centers are primarily located in Tigard and Tualatin

and include LA Fitness, Stafford Hills Club, Z4-Hour Fitness, and Club Sports. All are located

significantly beyond the 12-minute travel time radius, with the principalroute of connectivity

between Sherwood and Tualatin being the Tualatin-Sherwood Road, which experiences frequent

congestion. This is also the case relative to Tigard (Club Sports), with the primary route of
connectivity being Highway 99W, which also experiences frequent congestion. In the final

analysis, therefore, the current use represents one form ofhighest and best use. It is likely there

is some degree of surplus land, which could accommodate expansion ofthe facility and parking
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Hishest and IIse. Cont'd.

lot, or alternatively, satellite structures. There is no alternative use of the subject property that

wouldìustifu razingthe existing improvements in order to accommodate redevelopment.

Source: ESRI, US Census Bureaq 2009-2013 American Communþ Survey

Fitness Club Target Demographic Study

IHRSA Target
She rwood Re creation Ce nte r Commute

5 Minutes l0 Minutes l2 Minutes

Densrty 12,634 64,906 97,150 Yes

Household Income (HHI)

Median $64.1 l6 s73,197 s74.164 Yes

$25.000 - s49"999 20.7% 19.3Vr 19.2% Yes

$s0,000 - s74,999 17.1% 16.\Yo 16.8o/o Yes

$75,000 + 33.0o/o 49.1o/o 49.6Yr Yes

Average Household Income (AHI) 84.059 s92,873 $93,14s $70-$78/Month

Advanced Degree 11.3Vo 13.lYo 13.\Yr Yes

Travel Time 85% densþ within

l2 minutes
Yes
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SUIIJECT PHOTOGRAPHS
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Sunset Boulevard ct
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Childcare
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Flgure 6. Floodplâlns end Wetlânds (Tltle l3 Lends lnventory), Sherwood West
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Valuation bv Sales narison Annroach

A diligent search ofthe marketplace revealed several meaningful market comparisons, the more

substantive physical and transactional characteristics of which have been summarized in the

following tabulation.

The first comparable is the former
located

in the of close-in

It consisted of a

32,586 square foot athletic club

comprised of exercise areas,  -lane

indoor swimming pool, locker rooms,

indoor track, bistro, kitchen and

administrative offices. It was situated

upon a 1.7 acre site that was zoned

Commercial Storefront. It also had six
racquetball coutts and a full-size
basketball coutl. The improvements

were built in 1983 and were reportedly in generally average condition. The land to building ratio

was approximately 2.27:1, whereas the improvement coverage ratio was roughly 44 percent.

There were 60 on-site parking spaces which resulted in a ratio of 1.84 spaces per 1,000 square

feet of floor area. The property was exposed to the marketplace through a regional broker at an

asking price of $5,900,000 without success. The asking price was reduced to $3,700,000

coincidental with the listing being placed with another regional broker. The club had reportedly

been struggling subsequent to the 2008 recession. A private loan was made to the owner/operator

which defaulted. The property was foreclosed upon by the lender and the marketing plan

reformed based upon a and best use as a redevel site. The property was eventually

was considered to be market value as to land only. There was no value attributed to the existing

improvements. This was reported to be an open market transaction in all respects.

The in close-in

The curved building
and was desi Stan Boles to blend into an adjoining hillside. The building has

approximatel of floor area and was initially constructed in 1977 .It is situated

upon a that is zoned Neighborhood Commercial. There are 99 on-site (under

building) parking spaces. It was initially as a net lease

investment based upon a I capitalization rate. The lease was negotiated at a starting

rent of This was a sale lease-back transaction. Sub

during the 2008 recession and the owner replaced the tenant with which was
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Valuation by Sales Comparison Approach" Conttd.

Health/Fitness Club Comparative Sale Summary
4

Exercise rooms. pool, courts, locker rooms

33.000

Average

Fl rees

l-- cMU
I tVcc: commercialv 3 r8

I 38"52 I

23.82%

4.20

Competitive

Surrounded bv Box Retailers

198

6.00

Net lease tenânt

$402.000

$12. r8
+/- I Year

Leased June.20l4

-

Listins Broker

-

3

Exercise rooms. pool,

indoor/outddr ::^iff;J::'*.*

a

CMU aa

117
ompetitrve

Close-in SW Portlancl

99

1.44

+/- I Year
Market - Cash to seller

Confidential

PDX Under Armour HOs

I
Listins Broker

-

rI1.7),-, /

97'

t/
7l

CM:l

tl

I

I

)

Exercise rooms, pool. courts, locker rooms,

indoor/outdoor track. ofïìces

68.600

Average

t977

CMU
Ne

I.09

hnd F\
T

t
tgnant

/ $8 r 6"000

s I t.90
+/- I Year

Market - Cash to seller

Investor

I
Listins BrokerI

Clqe-in SW h

I

1.4,

.. l/
]\T

I

Exercise rooms, pool, locker rooms, courts.

indoor track. offices, restaurant, kitchen

32.586

Average

r 983

CMU
CS: Commercial Storefront

1.70
'74.052

M.00o/n

2.27

Competitive

Close-in SW Portland

60

1.84

--. .1

+l-3Years 7
Market - Cash to seller

Redeveloþment

I
Listing Broke r

-

f l¡
lt

Comoarable

APN
Location

Branding

Status

Amenitþs

Gross Blds Area SF

Condition

Year Buift

Construction Tvoe

Zonine

Site Size AC
Site Size SF

Coverage Ratio

Land/Buildine Ratio

utiliw
Svnerw
On-Site Parkine Spaces

Parkine Soaces/1.000 SF

Gross Income

ExÞenses

Net Income

Net Income/SF

Time on Market

Terms of Sale

Seller

Btryer

Document

Sale Date

Effective Sale Price

Price/SF GBA
Capitalzation Rate

Purchase Motrvation

Source
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Valuation bv Sales Comnarison Anproach. Cont'd.

Health/Fitness Club Comparative SaIe Summary
I

Exercise rooms, pool, locker rooms, "Flow

Rider". snack bar. rock climbine wall
29.t35

Averaqe.,t 2005

-t CMU

- SUCN. Commercial

10. t7

443,005

6 58%

15.21

Sun River Resort

132

4.53

+/- 2 Years

Market - Cash to seller

Reposition

-

Listing BrokerI

7

tl, courts, locker rooms

ls.ooo
'eÇe - Good

2008

56

lÉt{ -7zsñw
345

Pahns Plaza

203

4.5t

Net lease tenant

$850,500

s I 8.90

+/- I Month

Market - Cash to seller

Investor

-

Co-Listing Broker

I

exercise¡oo-s, ¡l
.JJ

f tt

^71'II l-.¿

6

Exercise rooms, pool, courts, locker rooms

67.238 I

Average -nl
2000

l3v t
¡18.t5

2.81

ffiil"î\v-
I n+l

I 1.2.59

Net lease tenant

s664.1 r I

$9.88

Over I Year

Expired listins

Expired llstine

Exoired listine

Available

-

Lsting Broker

I

r
I tl

\ TI
\rl.t

5

Exercise rooms, pool, locker rooms

55462

Fair-Average

1986 / 2007 remodel

CMU
CXdg; Commercial
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88.862

62.41%

1.60

Close-in SW Portland/Waterfront
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1.50

\

a

+/- fMonths

Investor

-

Listing Broker

I

Netle4lnt^â
f-- tf

Comnarable

APN
Location
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Status

Amenitþs

Gross Bldg Area SF

Condition

Year Built

Construction Tvpe

Zontng

Site Size AC

Site Size SF

Coverase Ratio

Ratio

Svnergy

On-Site Parking Spaces

Parking Spaces/1.000 SF

Gross Income

Expenses

Net Income

Net Income/SF

Trme on Market

Terms of Sale

Seller

Buyer

Document

Sale Date

ElTective Sale Price

Price/SF GBA
Caprtalizatbn Rate

Purchase Motivation

Source
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Valuation bv Sales Com rison Annroach. Conttd.

based in Seattle at the same lease rate.

After one that tenant failed and was

The

purchaser in 2007 anticipated a long-

term repurpose/redevelopment plan.

Improving market conditions resulted in
an agreement being negotiated with

That transaction was negotiated in April

through base rent in addition to alltenant improvements. Concurrently,

was leased on a month to month basis but

not included in the sale. The parking lot had been available during the recession when the

adjoining ADP occupied building went vacant. The initial transaction was considered to be

market only on the basis of a net lease investment, as was the most recent transaction. The

interceding were considered to be

"placeholder" tenants until redevelopment could be justified.

The fourth comparable is a former Ball

Avenue which is a moderately traveled

corridor. The building resides upon a 3.1

acre site that is zoned Town Center

Commercial. The building was

constructed in 1998 and is attractively
designed concrete block construction.

The building has approximately 23,000
square feet of floor area and was

designed to accommodate an upper floor
level if needed. The location of the property is proximate to the Gresham Central Business

District. The land to building ratio is approximately 4.2:1, whereas lot coverage approximated24

percent. There are 198 on-site parking spaces (6/1,000 SF). The property was purchased by an

investor in October 1998 for $4,250,000 as a build-to-suit. It was initially leased to Bally Fitness

at $402,000 annually ($12.18/SF). The facility was subsequently closed in order to increase the

market share/penetration for the Gresham LA Fitness facility. It was subsequently placed on the

market through a regional broker at an asking price of $4,995,000 and as a lease opportunity at

$33,500 per month (N|IN). The listing broker reported that there has been no interest in either a

sale or lease other than a placeholder agreement to a church which began in June 2014 at
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Valuation bv Sales Comparison @

The likely highest and best use ofthe property was considered to be eventual

repurposlng

The f,rfth comparable is of the

situated in the

District. This is the purchase of a 55,462

SF single-tenant, special-purpose

commercial buildin that was

by
frame structure was built

Exterior finishes and

appointments included lap siding, vinyl
windows, architectural roof with
composition shingle surfacing and a

decorative entry corridor. The interior

has been built-out to support a gym and spa with open workout areas, indoor lap pool, soaking

pool, spa, basketball and racquetball courts, locker rooms, group exercise areas and

administrative offices. Interior finishes, systemics and appointments were reported to be highly

competitive in support of its sport/recreational use and in average condition. The improvements

reside upon land with the balance of the site improved with
perimeter landscaping, concrete pathways The property also has

access to an additional400 parking spaces. It was exposed to the m for nlne

months before selling at a negotiated purchase

The purchase was conditioned
confirmed that the property was

1031 exchange. An interview with the li broker

The lease was based a triple net expense structure with
scheduled rent The listing

broker confirmed that atthe time of the sale the tenant had negotiated a short-term reduction in

the to help mitigate capital improvement expenditures. The contract lease

rate was to resume within 12 months. The tenant was seasoned, but local with a personal

guaranty. The overall rate reflects the creditworthiness of the tenant. It should be noted that the

tenant subsequently defaulted on the lease. Notwithstanding this circumstance, the cash to seller

transaction was reported to be market in all respects.
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Valuation bv Sales Comn rison Annroach. Conttd.

The sixth le is the former
which is

located in close

surrounding the

The building was

constructed in I and has approxi-
mately I square feet of floor area

on two levels. It is situated upon a 4.33-

acre site that is zoned Business Park. It is
within

I. There is an adjointng 174-

space parking lot in addition to
rec ng agreements with adjoining properties. The athletic club operation reportedly

after for several years after the 2008 recession. It reopened in March

" It is being operated by a contract manager in the interim

The lease rate is equivalent to on a triple net basis. Membership declined from a peak

of 2,000 to 1,100 prior to failure. It had also been exposed to the market as a repurposing

opportunity at an asking price

below market at approximately
of The capitalization rate at current rent is well

Consequently, the asking price is not justifìed. An
interview with the listing broker revealed that there has predictably been no interest in the

property as an athletic facility on either a purchase or lease basis. It is that the

buil will be eventual into

The seventh comparable is a

is a heavily
traveled arterial. The tenant is the

world's largest privately owned and

operated fitness center chain with over

countries. It has

and over

The improvement was constructed in

2008 and has approximately 45,000

square feet of floor area. It adjoins a

newer ne retail center and was originally a build-to-suit. Other tenants in the center

include is bein

offered as a net lease investment with corporate guarantee. The lease

The lease
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Valuation by Sales Comnarison Ap . Cont'd.

is structured on an absolute net basis with 10 increases at five-year intervals. The lease

income for
corresponding capitalization rate for each period is

The property was

investment. The broker believes that the property could

capitalization rate given current market conditions. The purchase motivation was purely that of a

net lease investment based upon the credit strength of the tenant.

The eighth is located

adjacent to

Development

amenities

horseback

include golf courses,

water on the

hiking, biking, tennis and

The facil formerly
andoccupied as

consists of two buildings which

cumulative have approximately 29,135

square feet of floor area. The larger building is a recreational facility, whereas the smaller is a

mechanical/storage structure. The buildings are wood-frame construction on a concrete slab

foundation together with a standing seam metal roof and wood siding. The facility amenities and

outdoor hot tub, great room capable ofsupporting large gatherings and receptions, a 3,500 square

foot cardio and weight room, 1,000 square foot indoor rock climbing wall, wireless cardio

theater, basketball half-court, locker rooms, saunas, juice bar and 132 on-site parking spaces.

The improvements reside upon a
.TheinitialphaseofthebuildingwaScompletedin

2005 which was a renovation of an existing building that was constructed for use as a church.

The second phase was completedin2007. Use of the property subject to a deed restriction can

include general commercial, offi ce, retail and other non-residential uses such as a recreational

faci I ity. The improvements utilize

space

and undeveloped open

it has shared access and

property as an assisted liv facility. However, that of land use was not permiffed in the

with which

parking. A local lender obtained title to the property in 2015 by means of a deed in lieu of
foreclosure. It was subsequently exposed to the marketplace through a regional commercial

broker and sold in . An interview

with the listing broker revealed that it was the purchaser's initial intention to reposition the
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Valuation bv Sales Com Annroach. Contod.

operated in a more cost-effective manner

" This was reported to be an open markettransaction in all respects with the

accepted offer being the only offer submitted during the course of marketing.

An analysis of this market presents a highly refined and relatively narrow range of purchase

motivation, that being redevelopment/repositioning or, alternatively, acquisition as a net lease

investment that was justified by a lease to a credit strength tenant. Interviews with numerous

market participants did not result in the identification of any health club purchases by local

private partylnon-credit strength tenants that were even generally similar to the subject property

as to age, condition, size, or quality. Net income per square foot can serve as a meaningful basis

of comparison since rent typically arbitrates most property characteristic differences. However, it
does not reconcile with this property type due to significant differences in perceived occupancy

risk with the lowest NOI/SF having one of the highest price per square foot indications. Due to

the fundamental lack of relevant market comparisons, the Sales Comparison Approach is

considered to be a secondary valuation method that can be used only to establish broad unit

value range thresholds with credit strength net lease deals falling at or above $200/SF and non-

credit at roughly $100 to $175lSF. The market position of the subject property is primarily

influenced and defined by its comparatively large size and location within what is essentially a

well-defined, captured market areathat is largely dependent upon the City of Sherwood and its

immediately surrounding environs. As a result of frequent traffic congestion and a limited

number of connecting transportation routes, migration to the nearby Tigard and Tualatin market

areas is significantly tethered by a base travel time range of l2 to 15 minutes. Notwithstanding

the strong likelihood of significant local population growth over the next decade as a result of
aggressive annexationo the subject property will nonetheless continue to compete within a local

trade base. Due to the unique branding requirements of the major health club operators, such as

LA Fitness, 24-Hour Fitness and Club Sports, is it is more likely that the subject property would

be purchased by a non-credit tenant. Due to these cumulative influences, it is the appraiser's

opinion in conclusion that the subject property would likely be competitive at a unit value that

falls near the lower extreme of the range reflected the comparables, or $100/SF. This translates

into a market value indication by the sales comparison approach of $5,450,000 (rounded).
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Valuation bv Income Annroach

The Income Approach is a valuation method that focuses upon the economic benefits of
ownership which are then monetized into a value estimate utilizing direct capitalization. The

subject property would most likely compete in the marketplace as a net lease investment

opportunity if it were not purchased by an owner/operator. The followingtabulation summarizes

the operational history ofthe subject property for the calendar years 2013 through 2016.

Historic Operating Data

Revenues

Total Expenses

Occupancy

Occ/SF

Occ 7o Rev

EBIDTA
Expense Ratio

2013
$2233,477
(s2,292,9ss)

s364,643

$6.7 I

16.3o/o

$s9,478

9730%

2014
s2,2s6,207
($2,3s5,s5 l)

s357,206

$6.s7

15.8%

s99,344

9s.æ%

201s
s2,3s4,L77
(s2A27,766)

$372,138

$6.85

15.8%

$73,589

96.90%

2016
52,47O,632

(s2,s22,966)

$371,852

$6.84

15.1%

($s2,344)

t02.10%

As reflected in the preceding tabulation, revenues from all sources have steadily increased over

the past 4 years with the exception of 2014. For calendar year 2016 gross revenues were

52,470,632, whereas, costs of operation excluding occupancy were $2,151,114. Costs of
operation roughly approximated revenues, which is consistent with the YMCA mission

statement. The cost of occupancy was 5371,852, which was equivalent to $6.84/square foot

relative to a gross facility area of 54,366 square feet. The cost of occupancy approximated 1 5.1

percent of gross revenues. Net operating income, excluding depreciation, was $64,957. The

operating trend of the facility has remained relatively consistent since 2013, with cost of
occupancy falling within a relatively narrow range of $6 .57 per square foot to $6.84 per square

foot. As a percentage of revenue, cost of occupancy ranged from 15.1 to 16.3 percent, with the

most recent full year of operation falling at the lower extreme of that range. However, net

operating income has remained essentially negligible, ranging from $5,708 in 2014 to 564,957

during 2016.|t is therefore evident that underthe current operational regime, cost ofoccupancy,

which includes utilities and debt service but does not include property taxes inasmuch as YMCA
is an exempt organization, cannot exceed roughly $7 per square foot annually in order to

maintain fìnancial feasibility without raising dues substantively.

As reflected in the Ballard King report, cost of occupancy during 2016, excluding constructive

debt service, was $240,500. If that figure is subtracted from the total cost of occupancy of
5371,852, the residual of $131,352 is available for debt service or lease payment. This is

equivalent to roughly 52.42 per square foot of gross floor area.

The subject costs of operation are substantially inconsistent with the survey benchmarks

associated with the 2016 IHRS A Pro.frles o_f Success survey (2015 data). The subject facility has

physical, functional and operational characteristics that are representative of two uniquely

different survey categories associated with the IHRSA survey, those being club facilities ranging

in size from 35,000 to 60,000 square feet and a multipurpose club. The median rent (not total

cost of occupancy) waslsquare foot and I/square foot, respectively. It is evident that

current YMCA operations cannot support a typical market rent obligation. This can be largely
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Valuation by Income Approach, Cont'd.

attributed to revenues falling significantly below that associated with each of the club types.

Based upon the typical revenue per membership unit for each facility type, the corresponding

gross membership dues revenue was approximately $3,126,550 for clubs 35,000 to 60,000

square feet in size, whereas revenue for multipurpose clubs was 53,144,050. At the historical

relationship ofcost ofoccupancy to gross revenues ofroughly 15 percent to 16 percent, the

corresponding cost ofoccupancy allocation relative to typical revenues generated by the club

types would generally approximate S500,000 annually.

As reflected in the following tabulation based upon information published in the Ballard King
report, membership growth has consistently increased for the YMCA facility over the past four
years, with the number of memberships as of September 30,2016 being 2,813. This represented

roughly a12.3 percent increase relative to2015. Membership retention is comparatively high at

70 percent as of September 30, 2016. It is nonetheless evident that even with positive

membership growth, revenues are still insufficient to support a competitive market rent

consistent with the IHRSA survey data. This can be attributed to a variety of reasons, including

but not limited to, the generally below-market membership cost structure and broad range of
recreational opportunities supported by the YMCA.

Membership Unit Trend

Membership Units

Change (%)

Retention

Attrition

2013
2,390

2014
2,378

NR

NR

2015
2,506

+5.4

NR

NR

20I6
2,8L3

+12.3

70%

30%

NR

NR

Health, wellness and fitness clubs are generally categorized by independent or franchise

operations as further defined by "fitness only," o'chain clubs," "multi-purpose clubs" and

"independent clubs." Each has unique physical, functional and operational attributes. This

circumstance, combined with the subject fringe suburban community location, results in a
fundamental lack of relevant lease rate comparisons. Consequently, an economic rent estimate

for the subject property has been developed utilizing the 2016IHRSA market survey (2015

calendar year). As reflected in the following tabulation, the subject property is physically and

functionally most similar to the 35,000 to 60,000 square foot and multipurpose categories. As

reflected in the following tabulation, the median rent/lease expense allocation for a multipurpose

facility was L8 percent of gross revenue, which was equivalent tof annually. The mean

building size for this category was I square feet, with the resulting nominal rent/lease

figures approximating !/square foot annually on a net expense basis. As to the 35,000 to

60,000 square foot building category, the rent/lease expense allocation was lpercent of gross

revenue, which was equivalent tol. The mean building size was 51,042 square feet, with
the resulting nominal rent per square foot equivalent beingl. On the basis of revenue per

member, the number of subj ect membership units as of Septemb er 2016 was 2,8 1 3, as reflected

in the Ballard King report. As verified with management, the current membership level
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approximates 3,000. For both the 35,000 to 60,000 square foot and multipurpose facility

categories, the median number of members wasf. The revenue per member was I
(35,000 to 60,000 square foot category) and I(multipurpose), which translates into a

revenue range of I to I. Under a typical operational regime, market

membership revenues should therefore approximat.I annually. This is bracketed by

the IHRSA survey revenue equivalents of I (35,000 to 60,000 square foot category)

and I(multipurpose). Consequently, it can be reasoned that the subject facility would

be operationally competitive at an annual lease rate ofl/square foot on a triple net basis.

The functional configuration ofthe subject facility is most similar to that of a multipurpose club,

inasmuch as it can support a broad range of different recreational and other activities

simultaneously on three floor levels and in numerous dedicated rooms. It is a comparatively

large facility by most market standards, with large-scale national chain facilities being the only

exception. It is important to note that very large facilities are commonly build-to-suit structures

or industrial buildings that have been adapted to this type of use. Perhaps the most meaningful

and relevant example of a large-scale multipurpose facility that was not located in a structure that

could be placed to adaptive reuse was the YMCA facility located at Dunaway Park at the fringe

of the Portland Central Business District. This facility ultimately failed and has since been

redeveloped as a corporate headquarters.

As a test of reasonableness, the following health/fitness club lease rate survey has been

developed utilizing the comparables cited in the Sales Comparison Approach. There are

essentially two fundamental types of occupancy. First, credit tenants such as 24-Hout Fitness

and Team Fitness typically lease on a long-term basis at arange of approximatelyftolper
square foot on an absolute net basis. Commonly, the lease rate is the result of a sale and

leaseback/build-to-suit arrangement. Alternatively, placeholder tenants, such as the church

leasing the and facilities that are repositioning, typically

lease at a significantly lower rate

35-60K SF 6OK+ SFMultiperpose Fitness ChainCategory All Clubs

0.10.6 0.94.8 1.8 13.6Renll-ease
1.9 2.90.6 2.1RE Taxes 2.0 2.4

5.5 5.7 5.25.0 5.4 2.8uriliries
0.9 1.40.9 1.4Insurance 1.2 1.5

0.7 5.1 1.83.2 0.8Other 2.4
11.418.7 10.3 14.5% EBITDA 15.4 14.3

Revenue (M)

$ Equipenpnt

Mean Bldg SF

COO/SF
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Health/Fitness Club Lease Rate Survey
Brandins
Address

Age/Remodel 't977 /2009 2000 2008 1998

Size (SF) 68,600 67238 45,000 33.000

Commence 2007 2015 2008 2014

Term Failed 2008 Unknown l5 Years Short Term

Rent/SF/Year $l 1.90 $9.88 $l 8.90 $10.80

Expenses NNN NNN NNN NNN

Options Unknown Unknown 3 x 5 Years Unknown

Strength Credit Non-Credit Credil Non-Credit

Valuation bv Income Annroach- Conf'd.

The lease rate associated

market as a result of the The lease rate negotiated for
is also considered to be to the ect as a result of

its favorable location in close to

facility lease rate is also above that which can be reasonably anticipated

for the subject as a result of its short-term nature. There is no similarity between the subject and

which was a net-leased investment.

located in the greater Portland Metropolitan Area have closed subsequent to the 2008 recession

Bnnd

Bnnded
Non-

8Ènd€d BÊnded
closêd

1 1

1

1 l
Y€s Closed 1

1

No
No 1

No Closed

No Closed

ooerat¡ns

No closed

closed

No clos€d
7 (

St¡ll Operatina 11 ?5%

Perc€ntas€ of Heâlth Clubs Eranded 41 750Á

Branded SuNivoF 6WA
Noñ-Arãndêd Suruivors ûwa

Branded Closed

Non-Branded Closed

There is no survey dataavailable as to health/athletic club vacancy rates. Based upon a review of
leasing activity and the market data presented in the Sales Comparison Approach, it is evident

that fitness-only facilities are typically a build-to-suit for national chain operations with the
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Valuation bv Incom Annroach. Cont'd.

initial lease term typically being 10 years with options to extend. It is also evident that the

operational sufficiency of a facility is the sole basis for the exercise of subsequent options to

extend or to vacate. Once vacated, it is typically possible to locate a replacement tenant although

that is commonly associated with a significant reduction in rent. As evidenced by several of the

health/athletic club facilities identified in the Sales Comparison Approach, tumover can, in many

instances, be at highly imponderable intervals. Many health/athletic clubs failed between 2008

and2012 which can in part, be attributed to a severe economic recession that commenced in

2008. Regardless, it can be reasonably concluded that a knowledgeable purchaser would budget

at least a one-year contingent vacancy allowance at the end of an initial 10-year lease term so as

to mitigate risk associated with the inability to negotiate a satisfactory extension period lease

rate. This would mathematically result in a l0 percent vacancy allowance.

In regard to costs ofoperation, all ofthe leases investigated, including the subject, are structured

on a net basis wherein the tenant/lessee is responsible for all costs of occupancy. The

landlord/investor will still nonetheless incur unrecoverable expenses as to structural reserves and

executive management, each of which have been budgeted at2percenl.ofeffective revenue. The

following annual property operating data (APOD) schedule has therefore been developed for the

subject property utilizing information available to an informed purchaser as ofthe valuation date

and reasonable forecasts:

Annual Property Operating Data
Market Rent $9.00/SF x54,366 SF (RFA)

[æss: Vacancy/Tumover Allowance 10.0%

Effect iv e/C-o llected Rev en u e

[¡ss: Nonreimbursable Costs of Operation 4.V/o

Estimated/Forecas ted Stab ilized Net Operatin g Income

s489,294

t$48.9291

$440,365
(s 17.6r 5)

s422,750

In regard to capitalization rates, the transactions that were cited in the Sales Comparison

Approach demonstrated a relatively narrow range of approximately 8.0 to 9.0 percent. However,

three of the four comparisons were associated with credit-strength tenants. The purchase of the

in20l4 ultimately resulted in closure of the facility and lease failure.

The sale of Comparable 7 was influenced by market conditions at the time of sale with the

capifalization rate falling at the upper extreme of the range at I percent notwithstanding a

credit-strengthtenantD.TheFourthQuarter20l6PriceWaterhouseCooper
(PWC) National Net Lease Market Survev revealed an overall capitalization rate range ofl
percent as to all property types relative to an average of 8 percent. It is important to recognize

that the survey data was associated with an institutional credit tenant, 10- to l5-year leases and

primary single-tenant occupancy. As ofthe valuation date, the subject property is fully occupied

and stabilized as to membership. However, it is not leased to an institutional grade, credit-

strength tenant. The operational profile ofthe subject property, counterbalanced by non-credit

tenant risk and small trade base location which creates challenges for repositioning and/or

rebranding, influences the appraiser to a capitalization rate near the upper extreme of that

demonstrated and supported by the direct market comparisons andl survey, or 9.0 percent.
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Valuation bv Income Annroach. Conttd.

Dividing the previously estimated net operating income of 5422,7 50 by that capitalization rate

results in a value indication by the Income Approach of $4,700,000 (rounded).

The preceding analysis is relevant only in the context of the subject property being leased to a
qualified health club operator at market rent. The city of Sherwood recently issued a request for
proposals in an attempt to evaluate options alternatives recognizing that the cuffent agreement

with the YMCA were not to be extended beyond its original 20 year term which in zone October

31,2017 .In addition to the YMCA, there were responses to the RFP submitted by health fitness

located in Minneapolis, Minnesota sports facilities management LLC located in Clearwater,

Florida the Tualatin Hills Park and Recreation District, which is a local agency local public

agency and United pool management of Roswell, Georgia. The responses were redacted in order

to protect confidentiality. However, it was nonetheless evident that the responders, with the

exception of Tualatin Hills Park and Recreation District, were seeking to enter into a long-term

fee-based management agreement which would not impose any equity obligation on the part of
the operator. While it may have been outside the perceived scope of the RFP, it is nonetheless

interesting to note that there were no apparent expressions of interest as to an outright purchase

of the property by any local, regional or national health club operator. As discussed in the

highest and best use analysis, the locational attributes of the subject property generally meet all

of the fundamental criteria established by IHRSA in the current market environment.

Recognizing that the city will undergo considerable expansion over the next decade, it would

seemingly be a foregone conclusion that the Sherwood market characteristics would only

become more favorable to a larger scale multi purpose club operation primarily due to extremely

limited proximate competition and transportation infrastructure challenges that constructively
result in a relatively small geographic trade base. Access to the subject property can only be

accommodated from the north and south by Highway 99 or from the east and west by Tualatin

Sherwood Road. Further west is a low density rural area, whereas a majority of what could be

reasonably considered primary competition is located to the east in and about Tigard, Tualatin

and Wilsonville. Traffic congestion on Highway 99 and Tualatin Sherwood Road would likely
frustrate club member migration from any of the nearby communities.

The subject property may also represent an owner/user opportunity as evidenced by a majority of
the comparables cited in the Sales Comparison Approach having that purchase motivation. The

purchase motivation can be investment when there is a credit strength tenant. The Income

Approach is given primary consideration inasmuch as the market rent estimate is well supported

by the factual operating profile of the subject which is generally consistent with performance

benchmarks established by the IHRSA survey. The risk profile of the subject, given its
established location and the likelihood of strong local population growth, reconciles with the

capitalization rate selected. Conversely, most ofthe comparables cited in the Sales Comparison

Approach likely exhibit an unachievable value threshold for the subject as net lease credit tenant

investments, or are distressed sales at depressed pricing. Given all considerations, it is therefore

the appraiser's opinion and conclusion that the subject property consisting of both land and

improvements would be competitive in the marketplace at a value that falls essentially mid-point
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Valuation bv Income Approach. Cont'd.

of that reflected by the sales and income approaches, or $5,000,000 under a market based third
party operational regime.
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Hvpothetical Land Valuation

Consistent with the scope of work associated with this assignment, a market value estimate of
the subject property underlying site, as if vacant and available for development, is to be

developed and supported. Inasmuch as the subject site is currently improved with the YMCA
facility, the value opinion is necessarily hypothetical in nature inasmuch as it represents a value

opinion that is based upon a predication that is contrary to fact. As previously described ,the area

ofthe subject site is approximately 8.73 acres, whereas its developable area likely approximates

7 .61 acresafter adjustment for riparian corridor and visual corridor setbacks imposed by zoning.

It is zoned Low Density Residential which accommodates a density range of approximately 3.5

to 5.0 lots per acre which translates into a density range of approximately 3 I fo 44lots relative to

the gross area of 8.73 acres and approximately 27 to 38 lots relative to the developable area. The

resulting nexus is therefore a more likely range of approximately 3l to 38 lots which meets the

minimum and maximum density requirement on both a gross and net developable area basis. The

relevant valuation method is the Sales Comparison Approach. Inasmuch as land cannot be

created, the Cost Approach is not applicable. Similarly, residential development land is not

purchased as a long-term income producing investment, thus it is also not applicable. The

appraiser has conducted relevant research focusing upon the acquisition of residential

development land having a similar development potential to that of the subject with the

following market comparisons considered to be the most meaningful to this analysis.
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Hvpothetical Land Valuation" Cont'd.

Residential Development Land Comnarables
8

Residence,surplus land

Paved public/private

All available

Gentle slope

R-4 5: Residential

2.66

t2
4.51

4.51

SFR (to be retained)

DND

$899.998

$338.34s

$338.345

s8l -8I t
Solicitation

cash to Seller

$509.950 - 5560.000

7B

Residence, surplus land

Paved public/private

Allava¡lable

Level

R-4.5: Residential

3.45

3.30

t3

317
3.93

SFR (to be raæd)

$t.500.000

$434.783

$453.968

$l t5.385
Solic itatio¡

cash to Seller

s500.000

1^

Residence, surplus land

Paved publjc/private

All availabie

Level

R-4.5: Residential

3.45

3.30

l5

4.35

4.54

SFR (to be razed)

$1.100,000

$376.812

$393.439

s86.667

Solic itation

Cash to Seller

s500.000 |

6

Residence, surplus land

Pavecl public/prirete

All available

Gentle sloæ

R-5: Residential

2.3 t5

1.85

l2

5. l8
6.49

(2) SFR (to be raæd)

1939/1950

1,,461/896

Fair

Garages

None
Prclinin¡ru annrowal

$750,000

s323.9't4

$405.844

s62.500
Solicitation

Cash to Seller

iJ7i.000 - 85J0.000

5

Residence, surplus land

Paved public

Allavailable

Gentle slope

R-4.5: Residehtial

6.08

5.82

26

4.23

4.4'l

(3) SFR (l retaihed)

1930

1,736

Average

Garaqe

$400.000

Þrelinrin¡ru annrnval

$1,700.000

$279.605

$291.096

$68.000

Solicitation

CTS +NTD
sí75.0ù0 - s500,00(l

4

Residences, surp[u land

Paved public

Allavailable

Level

R-7: Residential

l8
1.53

tl
6.l l
7.20

(2) SFR (l tetained)

t989

2,46t

Fair

s370.000

Prelinrin¡n annroval

$700,000

$388,389

$458.409

$63.636

RMLSÆroke¡

Cash to seller

6J75,0ù0 - 5515,000

3

Former OMD Armory

Paved public

All awilable

Gentle domslope

R-4 5: Residential

6.62

5.99

28

4.23

4.67

Special purpose

l97l
40,043

Fai¡

4.379 SF shop

None of valt¡e

$1,632,425

$246,590

$172.525

$58.301

Solicitation

Cash to seller

$J50.000

Residences, surplu land

Paved publìc

All available

Gentle slope

R-6t Residential

5.70

4.97

30

5.26

6.04

(2) SFR (to be raæd)

1959 / r 987

2,889 /3,849
Average

Garaee/Shop

None

Prelimin¡ru ¡onrov¡l

$2,2'18,375

$399,7t 5

$458.426

$75.9,16

Soliciation

Cash to seller

s195,000 - t;5¿t5,000

I

Residence, surplu land

Paved oublic

All available

Gentle sloDe

R-4.5; Residential

2.25

t.43

9

4.00

6.29

SFR - no value

None
Þreliminaru annrnw¡l

$630,000

$?80.000

$440.559

$70.000

Solicitation

Cash to seller

iJ75,000 -:;550,000

Comparable

Assessor Parcel

Development

Location

Use at Sale

{ccess

Utilities

fopographv

Zoning

Site Area (Acres)

Usable Area {Acres)

Anticimted Lot Yield

Goss Densitv

Net Densitv

lmprovements

Built

AGLA (SF)

Condition

Outbuildi¡es

lmÞroveme¡t Value

Enthlenìe nts

Seller

Buyer

Document

Date

Price

Price/Goss Acre

Price,òJet Acre

Price/Proiected Lot
Ma¡ketins

Ierms

Vertical Buil¿l Value

Souce
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Hvoothetical Land Valuation. Cont'd.

Residential Development Land Comparable Sale Location Map
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Hvpothetical Land Valuation. Cont'd.

The first comparable is located within a
predominantly residential area near the

southeasterly city limits of Tigard,

Oregon. The market position of this

location is differentiated by its convenient

access to the I-5 Freeway as well as the

Highway 99WHighway 217 Freeway

interchange (both located within 1 mile).
This is the purchase of I
residentially zoned site (R-4.5) that is

irregular in shape and exhibits level to
gently sloping topography. It had been

improved with a single-family residence

that was attributed no material value. All necessary infrastructure was proximate. The property

was not exposed to the marketplace as the purchaser privately solicited the seller. The buyer

agreed to retain the seller's residence and complete renovations to the home. The resulting

effective price per raw lot was S70,000. The transaction closed in June, 2015 and was considered

to be market in all respects. The buyer is an experienced developer who obtained preliminary

approval for t homesites prior to closing at his sole expense. The buyer motivation was near-

term development of single-family residences with a targeted vertical build price range of
$475,000 to S550,000. The seller carried $120,000 in private funding with balance financed

through a conventional lender. The developer reported that the development conditions imposed

by the City of Tigard were onerous and the resulting development costs led to a reduction in the

originally negotiated purchase price. A recent interview with the developer revealed that the

vertical build agenda ofthe project has since increased to 5525,000 and $675,000.

The second comparable it I
subdivision known

I It is comprised by two tax lots

which have a cumulative area of
approximately 5.7 acres. All infra-
structure needed to support development

is available and contiguous. Each tax lot
was improved with a residence, one

being built in 1959 and the other in

1987, with each having a shop building.
It is zoned R-6. The purchase was

privately solicited and at a purchase

price of $2,325,000. The originally
proposed veftical build consisted of homes ranging in price from $495,000 to 5585,000 that

would have a living arearange of 2,400 to 2,800 square feet. However, initial sales support a

median sale price of $566,500 with several listings at above $600,000. The property exhibited
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Hvnothetical Land Valuation. Cont'd.

gently sloping topography and was considered to be relatively efficient to develop. It went under

contract in May and July of 2013. The transaction closed in July, 2014 at52,278,375 which was

equivalent to $75,946 per raw lot and 5458,426 per net acre. This was reported to be an open

market transaction in all respects.

The third le is a residentially
zoned,

Tigard. It is situated approximately .6

mile north of Highway 99W which is an

intensively developed commercial strip

and a primary transpoftation route.

Immediately surrounding land uses are

exclusively detached residential in

character.

facil and was improved with a derelict
The parcel exhibits

downsloping topography from south to north with its elevation ranging from approximately 355

feet to 275 feetASL. The northerly extreme of the site slopes steeply downward which results in

a developable area of approxim afely 5.99 acres. All infrastructure is available and contiguous.

The property is located within the City of Tigard and is zoned R-4.5 which accommodates

detached single-family residential housing. The development plan was that of a 28-lot residential

subdivision with the homesites ranging in size from 6,014 square feet to 12,500 square feet,

averaging 7,51 I square feet. The resulting density per gross and net developable acre was

approximately 4.23 and 4.67, respectively. The property was exposed to the marketplace

between March, 2012 and March, 2013 through a local broker at an aski of $ 1,900,000.

That listi ultim
The minimum cash

was not conditioned upon the purchaser obtaining land use approvals prior to closing. The

purchase price was equivalent to $58,301 per raw lot and 5272,525 per net acre with the

transaction closing
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Hvpothetical Land Valuation. Cont'd.

The fourth comparable is a 12-lot
residential development tract that has

The

development tract consisted of three (3)

tax lots which had a cumulative area of
1.8 acres. All exhibit level topography.

An existing residence situated near the

southeasterly corner of the development

site was retained on Lot 12. The 11

remaining lots range in size from 4,479 to
5,385 square feet with the average and

median being 4,871 and 4,803 square feet,

respectively. All offer a competitive

building envelope with a median width and depth of 56 feet and 93 feet, respectively. The

project density is approxim ately 6.7 lots per acre. The proposed vertical build agenda will focus

upon trade-up, detached single-family residences that will have an average size of approximately

2,700 square feet and be priced at a range of $475,000 to $525,000 based upon information

provided by the developer. The transaction closed in August, 2015 but purchase contract was

negotiated several months earlier. The total acquisition price was $1,070,000. However,

$370,000 ofthe acquisition price was allocated to the retained residence. The resulting price per

raw lot for the remaining (11) lots was $63,636. This was transaction was on a cash to seller

basis and reported to be market in all respects.

The fifth comparable is a 26-lot single-

fam residential subdivision known as

It is located

within an established residential area of
southwest Tigard approximately .6 mile
west of Highway 99W. Immediately
surrounding land uses are exclusively
detached residential in character. The

property consists of four (4) tax lots

which have a cumulative area of
approximately 6.08 acres. Existing
single-family residences situated upon

the southerly and easterly tax lots were

razedin accommodation of development, whereas a residence situated on the westerly tax lot
(2000) was retained. The remaining homesites range in size from 6,000 square feet to 14,825

square feet. The average and median lot size are approximately 7,950 square feet and 7,176

square feet, respectively. Access through the development is accommodated by a single roadway

that will culminate in a cul-de-sac. The originally proposed vertical build agenda focused upon

upscale, detached single-family residences priced at $475,000 to 5500,000. Initial sales have
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supported a median sale price of over $625,000. The project was approved prior to closing at the

sole expense of the buyer for 26 detached residential lots. The westerly tax lot was purchased in

July, 2013 at a negotiated price of $800,000 and the easterly in May, 2014 at $1,300,000. The

cumulative purchase price was $2,100,000 with an existing residence allocated a value of
$400,000. The residual of $1,700,000 was equivalent to $68,000 per raw lot based upon the

remaining 25 lots.

The sixth comparable was developed

into a l}-lot single-family residential

The development tract consisted of two
non-contiguous tax lots which have a
cumulative area of approximately 2.315

acres. Each tax lot was improved with a

single-family residence. All existing
improvements were to be razed in

accommodation of the development.

The homesites range in size from 5,536

square feet to 10,298 square feet and an

average size of 6,383 square feet. With
the exception of one oversize homesite (Lof 7), all of the lots exhibit a relatively high degree of
physical and functional similarity with a width range of 53 feet to 60 feet and a depth range of
1 00 feet to I 1 6 feet. The project density is approximately 5.1 8 lots per acre. The site required a

fair amount of development cost including an extension 

-. 

The vertical

build agenda focused upon upscale, detached single-family residences which will range in size

from approximately 2,7 00 to 3,500 uare feet and in from roughly $475,000 to $525,000
The tract was purchased

2014 for $62,500 per lot. The transaction was on a cash to seller basis and reported to be market

in all respects.

The seventh comparable is a 13-lot

fami residential subdivision
It is located

within an established residential area of
southwest Ti gard approximate 1.5 mile
west of Highway 99W

I Immediately surrounding land

uses are exclusively detached residential.

The property consists of two (2) tax lots

which have a cumulative area of
approximately 3.45 acres. There was an

existing single-family residence that was

razed in order to accommodate
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development. The site is zoned R-4.5; Low Density Residential by the City of Tigard. The

homesites will range in size from 6,186 square feet to 9,691 square feet. The average lot size will
be approximately 7,500 square feet. Access through the development will be accommodated by a

single roadway that will connect with the The

proposed vertical build agenda will focus upon upscale, detached single-family residences

starting at a price of $500,000 based upon information provided by the developer. Prior to
development, the site had sewer infrastructure installed through the center of the parcel tn 1999.

Level topography and private setting attracted substantial market interest. ln May, 2014

15 which equated to a price per raw lot of $86,667. That offer was rejected. There were

reportedly multiple offers above that submitted by Riverside Homes due to relatively low
development costs. eventually purchased the site for Sl 15,385 perraw

lot in July, 2015. The ultimate lot yield was 13, which equated to a density of 3.77 homes per

acre.

The eighth comparable is a proposed 12-

lot single-family residential subdivision
known as It is
located within an established residential

area of southwest Tigard approximately

2.3 miles west of Highway 99W near the

Walnut Street/1 35th Avenue intersection.

Immediately surrounding land uses are

exclusively detached residential. The

property consists of one (l) tax lot which
has an area of approximately 2.66 acres.

There is an existing single-family
residence that will be razed. The site is

zoned R-4.5; Low Density Residential by the City of Tigard
The buyer completed

a preliminary feasibility study, held a pre-application conference withtheCity
of Tigard and removed the feasibility contingency in February, 2016. The proposed vertical build

agenda will focus upon upscale, detached single-family residences that are between 2,600 and

3,300 square feet in size priced between S509,950 and $560,000 based upon information
provided by the developer. The site is level and will be relatively efficient to develop. The

transaction will reportedly be on a cash to seller basis and is considered to be market in all

respects.

In regard to market trend, all ofthe comparables are considered to be effectively current having

competed in a market environment that is generally similar to that of the current circumstance

based upon the market trend statistical analysis presented in the preceding overview. Similarly,

all had zoning and infrastructure which could support development. While there had been

appreciation over the last few years, raw lot pricing varies greatly depending upon site
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characteristics, development costs, vertical build value capacity and location. Thus, a market

trend adjustment is extremely difficult to isolate and support. The comparables reflected a unit

value range of $58,301 to $1 15,385 per (raw) lot. The median and average price per (raw) lot

was $70,000 and $75,806, respectively.

The indications of Comparables 3 (S58,301) and 6 ($62,500) establish a lower value threshold

for the subject as each required substantial development and demolition costs. The indication of

Comparable 7Al7B ($86,667 / $115,385) conversely establish an extreme upper unit value

threshold for the subject as it required minimal site development, is in a superior location and

offered a more aesthetically desirable setting. Comparable I ($81'818) serves as further support

of upper value threshold as it also required minimal site development and is in a superior

location. Additionally, both developments will support a higher vertical build value than that

anticipated for the subject. Comparables 2 ($75,946) and 5 ($68'000) credibly establish a

meaningful upper value threshold due to slightly superior location and vertical build pricing.

While Comparable 1 ($70,000) is similar in location to the subject, it also establishes a

meaningful upper value threshold due to superior development efficiency. Comparable 4

(S63,636) is similarto the subject in terms of building envelope characteristics and location.

However, the raw lot cost establishes a lower value threshold for the subject since the developer

was able to recapture some of the land acquisition cost through the resale of a retained residence.

None of the comparables had highway proximity influence such as the subject.

Given all considerations, the appraiser is influenced to a raw lot value that falls between

Comparable 4 and Comparable 5, or $63,636 and $68,000. Given the positive market trend of
the past 2-3 years, the appraiser is influenced to a raw lot value of $67,500 per raw lot. Based

upon an optimum anticipated lot yield of 38 lots, a market value estimate of $20565,000 would

appear to be reasonable and supportable.
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Certificate Annraisal

The undersigned does hereby certify as follows:

Richard P. Herman, MAI has inspected the interior and exterior of the subject property and

viewed all of the comparables cited herein.

The undersigned has performed no services, as an appraiser or in any other capacity, regarding

the property that is the subject of this report within the three-year period immediately preceding

acceptance of this assignment.

No one other than the undersigned provided significant professional assistance in the

development of the value opinions expressed herein.

I have no present or contemplated future interest in the real estate that is the subject of this

appraisal report. I have no personal interest or bias with respect to the subject matter of this

appraisal report or the parties involved.

To the best of my knowledge and belief, the statements of fact contained in this appraisal report,

upon which the analyses, opinions, and conclusions expressed herein are based, are true and

correct. The appraisal report sets forth all ofthe limiting conditions imposed by the terms ofthis
assignment affecting the analyses, opinions, and conclusions contained in this report.

Employment of the appraiser was not conditioned upon the appraisal producing a specifìc value

or a value within a given range. My compensation is not contingent upon the reporting of a
predetermined value or direction in value that favors the cause of the client, the amount of the

value estimate, the attainment of a stipulated result, or the occurrence of a subsequent event. The

appraisal assignment was not based on a requested minimum valuation, a specific valuationo or

the approval ofa loan.

The use of this report is subject to the requirements of the Appraisal Institute relating to review

by its duly authorized representatives. I certify that, to the best of my knowledge and belief, the

reported analyses, opinions and conclusions were developed, and this report has been prepared,

in conformity with the requirements ofthe Code of Professional Ethics ofthe Appraisal Institute

and the t-lniform Standards o.f Prqfessional Appraisal Practice'

As of the date of this report, Richard P. Herman has completed the requirements of the

continuing education program for Designated Members of the Appraisal Institute.

Richard P. Herman, MAI, FRICS
Member, R.P. Herman & Associates LLC
Oregon Certified Appraiser C000 I 90

Expiration Date: January 31,2018
Email Address: rick@rpherman.com
Date of Report: July 20,2017
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Limiting Conditions and Assumptions

General Assumptions

This appraisal is based on the following general assumptions, except as otherwise noted in the

report.

1. The title is marketable and free and clear of all liens, encumbrances, encroachments,

easements and restrictions. The property is under responsible ownership and competent

management and can be utilized at its highest and best economic use.

2. There are no existing judgments or pending or threatened litigation that could affect the

value of the property.

3. There are no hidden or undisclosed conditions of the land or of the improvements that

would render the property more or less valuable. Furthermore, there are no

environmental regulation violations or actionable conditions'

4. The property is in compliance with all applicable building, environmental, zoning, and

other federal, state and local laws, regulations and codes.

5. All information furnished by others, including proprietary third party resources, is

believed to be reliable, but no warranty is given for its accuracy.

Limitine Conditions

This appraisal is subject to the following limiting conditions, except as otherwise noted in the

report.

1. The appraisers and client agree that the following mutual limitation of liability is agreed

to in consideration ofthe fees to be charged and the nature ofappraisers' services. The

appraisers and client agree that to the fullest extent permitted by applicable law, each

party's and its personnel's maximum aggregate and joint liability to the other party for

claims and causes of action relating the appraiser's selices shall be limited to the higher

of$25,000 or the total offees and costs charged by appraiser for the services that are the

subject of the claim(s) or cause(s) of action. This limitation of liability extends to all

types of claims or causes of action, whether in breach of contract or tort, including

without limitation claims/causes of action for negligence, professional negligence or

negligent misrepresentation on the part of either party or its personnel, but excluding

claims/causes of action for intentionally fraudulent conduct, criminal conduct or

intentionally caused injury. The personnel of each party are intended third-party

beneficiaries ofthis limitation of liability. "Personnel," as used in this paragraph, means

the respective party's staff, employees, contractors, members, partners and shareholders.

Appraiser and client agree that they have each been free to negotiate different terms than

stated above or contract with other parties'

2. Client shall defend, indemnify and hold harmless, RP Herman & Associates LLC, its

agents, officers and employees from and against any and all claims, demands and

judgments (including attorney fees) made or recovered against them arising out of or

resulting from Client's (including its employees, agents and subcontractors) negligent act
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Limitins Conditions and Assumntions. Cont'd.

or willful misconduct as to this assignment and obligations imposed upon the Client by

this relationship. Additionally, Client agrees to defend, indemnify and hold harmless RP

Herman & Associates LLC from any third party claims regardless of any negligent act by

Client.

3. An appraisal is inherently subjective and represents our opinion as to the value estimate

of the property appraised.

4. The conclusions stated in our appraisal apply only as of the effective date of the

appraisal, and no representation is made as to the effect ofsubsequent events.

5. No changes in any federal, state or local laws, regulations or codes are anticipated.

6. No environmental impact studies were either requested or made in conjunction with this

appraisal, and we reserve the right to revise or rescind any of the value opinions based

upon any subsequent environmental impact studies. If any environmental impact

statement is required by law, the appraisal assumes that such statement will be favorable

and will be approved by the appropriate regulatory bodies.

7. Unless otherwise agreed to in writing, we are not required to give testimony, respond to

any subpoena or attend any court, governmental or other hearing with reference to the

property without compensation relative to such additional employment.

8. We have made no survey ofthe property and assume no responsibility in connection with

such matters. Any sketch or survey of the property included in this report is for

illustrative purposes only and should not be considered to be scaled accurately for size.

The appraisal covers the property as described in this report, and the areas and

dimensions set forth are assumed to be correct.

9. No opinion is expressed as to the value of subsurface oil, gas or mineral rights, if any,

and we have assumed that the property is not subject to surface entry for the exploration

or removal of such materials, unless otherwise noted in our appraisal.

10. We accept no responsibility for considerations requiring expertise in other fields. Such

considerations include, but are not limited to, legal descriptions and other legal matters

such as legal title, geologic considerations such as soils and seismic stability, and civil,

mechanical, electrical, structural and other engineering and environmental matters.

1 1 . The appraisal report shall be considered only in its entirety. No part of the appraisal

report shall be utilized separately or out ofcontext.

12. Neither all nor any parf of the contents of this report (especially any conclusions as to

value, the identity of the appraisers, or any reference to the Appraisal Institute) shall be

disseminated through advertising media, public relations media, news media or any other

means of communication (including without limitation prospectuses, private offering

File 17059 R.P. Herman & Associates LLCO Page 86
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memoranda and other offering material provided to prospective investors) without the

prior written consent of the person signing the report.

13. Information, estimates and opinions contained in the report and obtained from third palty

sources are assumed to be reliable and have not been independently verified.

14. If applicable to the assignment, any income and expense estimates contained in the

appraisal report are used only for the purpose of estimating value as defined in the

appraisal and do not constitute predictions of future operating results.

15. No consideration has been given to personal propefty located on the premises or to the

cost of moving or relocating such personal property; only the real property has been

considered.

16. The current purchasing power of the dollar is the basis for the value stated in our

appraisal; we have assumed that no extreme fluctuations in economic cycles will occur.

17. The value opinion stated herein is subject to these general assumptions and to any

extraordinary assumptions or hypothetical conditions as may be specifically identified in

the body of this report.

18. The analyses contained in the report necessarily incorporate numerous estimates and

assumptions regarding property performance, general and local business and economic

conditions, the absence of material changes in the competitive environment and other

matters. Some estimates or assumptions, however, inevitably will not materialize, and

unanticipated events and circumstances may occur; therefore, actual results achieved

during the period covered by our analysis will vary from our estimates, and the variations

may be material.

19. The Americans with Disabilities Act (ADA) became effective January 26, 1992. We

have not made a specific survey or analysis of the property to determine whetherthe

physical aspects of the improvements meet the ADA accessibility guidelines. We claim

no expertise in ADA issues, and render no opinion regarding compliance of the subject

with ADA regulations. Inasmuch as compliance matches each owner's financial ability

with the cost to cure the non-conforming physical characteristics of a propefty, a specific

study of both the owner's financial ability and the cost to cure any deficiencies would be

needed for the Department of Justice to determine compliance.

20. The appraisal report is prepared for the exclusive benefit of the Client. It may not be used

or relied upon by any other party. There are no third party beneficiaries.

21. No studies have been provided to us indicating the presence or absence of hazardous

materials on the subject property or in the improvements, and our valuation is predicated

upon the assumption that the subject property is free and clear of any environment

hazards including, without limitation, hazardous wastes, toxic substances and mold. No

representations or warranties are made regarding the environmental condition of the
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subject propefty and the person signing the report shall not be responsible for any such

environmental conditions that do exist or for any engineering or testing that might be

required to discover whether such conditions exist. Because we are not expefts in the

field of environmental conditions, the appraisal report cannot be considered as an

environmental assessment of the subject property.

22.Publicly available flood maps noted in the appraisal report have been relied upon as to

the subject property being located in an identified Special Flood Hazard Area. However,

we are not qualified to detect such areas and therefore do not guarantee such

determinations. The presence of flood plain areas and/or wetlands may affect the value of
the property, and the value conclusion is predicated on the assumption that wetlands are

non-existent or minimal.

23.The appraisers are not a building or environmental inspector. The appraisers do not

guarantee that the subject property is free of defects or environmental problems. Mold

may be present in the subject property and a professional inspection is recommended.

24. RP Herman & Associates, LLC, an independently owned and operated company, has

prepared the appraisal for the specific purpose stated elsewhere in the report.

The intended use of the appraisal is stated in the Description of Scope of Work section of
the report. The use of the appraisal report by anyone other than the Client is prohibited

except as otherwise provided. Accordingly, the appraisal report is addressed to and shall

be solely for the Client's use and benefit unless we provide our prior written consent. We

expressly reserve the unrestricted right to withhold our consent to your disclosure of the

appraisal report (or any part thereof including, without limitation, conclusions of value

and our identity), to any third parties. Stated again for clarification, unless our prior

written consent is obtained, no third party may rely on the appraisal report (even if their

reliance was foreseeable).

25.The conclusions of this report are estimates based on known current trends and

reasonably foreseeable future occurrences. These estimates are based partly on property

information, dala obtained in public records, interviews, existing trends, buyer-seller

decision criteria in the current market, and research conducted by third parties, and such

data are not always completely reliable. RP Herman & Associates, LLC and the

undersigned are not responsible for these and other future occurrences that could not

have reasonably been foreseen on the effective date ofthis assignment. Furthermore, it is

inevitable that some assumptions will not materialize and that unanticipated events may

occur that will likely affect actual performance. While we are of the opinion that our

findings are reasonable based on current market conditions, we do not represent that

these estimates will actually be achieved, as they are subject to considerable risk and

uncertainty. Moreover, we assume competent and effective management and marketing

for the duration of the projected holding period of this property.
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26. This appraisal report is intended to comply with the reporting requirements set forth

under the 2016-17 edition of the Uni.form Standards o-f Prqfessional Appraisal Practice.

The depth of discussion contained in this report is specific to the needs of the client and

for the intended use stated below. The appraiser is not responsible for unauthorized use

of this report. Possession of this report or any copy thereof does not carry with it the right

of publication, nor may it be used for other than its intended use; the physical report(s)

remain the property of the appraiser for the use of the client, the fee being for the

analytical services only.

27.The Bylaws and Regulations of the Appraisal Institute require each Member and

Candidate to control the use and distribution of each appraisal report signed by such

Member or Candidate; except as hereinafter provided, the client may distribute copies of
this appraisal report in its entirety to such third parties as they may elect; however,

selected portions of this appraisal report shall not be given to third parties without the

prior written consent of the signatories of this appraisal report. Neither all nor any part of
this appraisal report shall be disseminated to the general public by the use of advertising

media, public relations, news, sales or other media for public communication without the

prior written consent of the appraiser.

28. This appraisal is to be used only in its entirety and no part is to be used without the

whole report. No change to the report shall be made by anyone other than the Appraiser.

The appraiser and firm shall have no responsibility if any such unauthorized change is

made to the work product.

29.The appraiser(s) may not divulge the material (evaluation) contents of the report,

analytical findings or conclusions, or give a copy of the report to anyone other than the

client or his designee as specified in writing, except as may be required by the Appraisal

Institute as they may request in confidence for ethics enforcement, or by a coutt of law or

body with the power of subpoena.

30. This appraisal was obtained from R.P. Herman and Associates LLC and/or its individuals

or related independent contractors, and consists of "trade secrets and commercial or

financial information, " which is privileged, confidential and exempted from disclosure

under 5 USC 552(b)(4). Notify the appraiser signing the report of any request to

reproduce this appraisal in whole or in part.

31. The appraisal is based on the premise that there is full compliance with all applicable

federal, state and local environmental regulations and laws unless otherwise stated in the

report; further, that all applicable zoning,building, and use regulations and restrictions of
all types have been complied with unless otherwise stated in the report. Further, it is
assumed that all required licenses, consents, permits or other legislative or administrative

authority, local, state, federal and/or private entity or organization have been, or can be,

obtained or renewed for any use considered in the value estimate.
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32.The distribution of the total valuation in this report between land and improvements

applies only under the existing program of utilization. The separate valuations for land

and building must not be used in conjunction with any other appraisal and are invalid if
so used.

33. The fair market value estimated, and the costs used, are as ofthe date of value estimate.

All dollar amounts are based on the purchasing power and price of the dollar as of the

date of the value estimate.

34. The fee for this appraisal or study is for the service rendered and not for the time spent

on the physical report or the physical report itself.

File 17059 R.P. Herman & Associates LLCO Page 90


