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*Contractor/Vendor Name/Grantor (DBA):

Infinite Concepts, LP, a Vermont limited partnership

*Project Title/Description:

4051 E. Paradise Falls Dr,, Pima County, Arizona/Development Agreement

*Purpose:

To enter into a Development Agreement between Infinite Concepts, LP, a Vermont limited partnership {“IC”) and Pima County as authorized by
A.R.S. § 11-1101 for the development of 6.919 acres of vacant land located at 4051 E. Paradise Falls Drive, Tucson Arizona, 85712
(RPS: Sale-0078)

*Procurement Method:
Exempt per Pima County Code Section 11.04.020
*Program Goals/Predicted Outcomes:

The goal of this Development Agreement is to allow IC to plan {Pre-development Phase), construct (Construction Phase) and operate
(Operations Phase) a mixed-use commercial project on approximately 6.919 acres of land located along a portion of the Chuck Huckelberry
Loop (“Loop”). The land is on the south side of the Loop/Rillito River, on the north side of Paradise Falls Drive, east of Alvernon Way and south
of the Catalina Foothills, known more specifically as 4051 E. Paradise Falls Drive. The predicited outcome will be a Loop centric commerciai
development that provides users of the Loop, constituents and visitors with access to a development that offers a hospitality component as
well as mixed retail and commercial uses,

*Public Benefit:

To facilitate economic development through capital investment, property tax collection, and development of County-owned property which
creates jobs and generates visitation. An additional benefit is to enhance Loop’s user experience and to increase Loop usage with additional
commercial amenities adjacent to the Loop.

*Metrics Available to Measure Performance:
Metrics identified within the Development Agreement.
*Retroactive:
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4051 E. PARADISE FALLS DR.
DEVELOPMENT AGREEMENT

Pima County, Arizona

THI5 4051 E. PARADISE FALLS DR. DEVELOPMENT AGREEMENT (this “ Agreement”) is
made and entered into by and between Pima County, a political subdivision of the
State of Arizona (the “County”), and INFINITE CONCEPTS, LP, a Vermont limited
partnership (“Developer”). The County and Developer are sometimes collectively
referred to as the “Parties,” either one of which is sometimes individually referred to
as a “Party.”

RECITALS

The County owns and operates the Chuck Huckelberry Loop (“Loop”), a park
system of approximately 137 miles of paved, shared-use paths that encircles the
Tucson metro-area. The Loop has become a major amenity for local residents while
attracting tourists from around the country and beyond.

Adjacent to the Loop and east of the Alvernon Bridge, the County owns
approximately 6.919 acres of land at 4051 E. Paradise Falls Dr., as depicted and
described at Exhibit A (the “Property”). The Property currently contains a parking
lot with approximately 33 parking spaces and public restrooms that serve Loop
users during operating hours (“Loop Facilities”).

The Developer is a Tucson-based hospitality development company that desires to
develop a mixed-use commercial project along a portion of the Loop adjacent to the
Rillito River between the City of Tucson (“City”) and the Catalina Foothills.

The County desires to enhance the Loop’s user experience and increase Loop usage
by encouraging additional commercial amenities adjacent to the Loop. To further
this purpose, the County issued on August 6, 2021, a “Request for Proposals for Sale
or Lease and Development of Pima County Owned Property Located at 4051 East
Paradise Falls Drive, Tucson AZ” (the “RFP”). The County’s purpose for issuing
the REP was to seek proposals from qualified developers to develop the Property
to provide a mix of uses to serve users of the adjacent Loop and the nearby
neighborhoods, to attract both local and tourist users to the Loop, and to provide
economic and community benefits as set forth in the RFP (the “REFP Purpose”). The

County desires the Property to be an activity center that provides additional
amenities to the Loop.

The Property includes approximately 5.299 acres that will be developed as a mixed-
use development (the “Building Area”) and approximately 1.62 acres located in the
floodplain that will not contain habitable structures (“Non-Buildable Area,”) which
may include resttooms or other structures as allowed by the Pima County Flood
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Control District (“PCFCD”). Exhibit A describes and depicts the location of the
Building Area as “Parcel 1” and Non-Buildable Area as “Parcel 2.” The County
received an appraisal for the Building Area, dated March 9, 2021, providing a
market value of $265,000.00, and later received an appraisal for the Non-Buildable
Area, dated September 22, 2022, providing a market value of $16,200.00 (collectively
referred to as the “ Appraisal” and attached at Exhibit B).

On December 17, 2021, Developer submitted its RFP response, attached at Exhibit
C. The County awarded the RFP to Developer on February 25, 2022. Based on the
RFP, the Developer and the County desire that Developer construct a mixed-use
development that will meet the RFP Purpose by including uses that serve and
complement the Loop and nearby neighborhoods (the “Project”).

As contemplated by the RFP, the County will provide the Property for lease or sale
to the Developer with the goal of allowing the Project to meet the RFP Purpose. The
Developer will be solely responsible for the management and cost of pre-
development design and entitlements, financing, construction, and operation of the
Project. The Parties desire for there to be consistent communication throughout the
Project lifecycle.

Although the County owns the Property, it is in the City of Tucson (“City”) limits
and once under private ownership will be subject to City zoning regulations. The
Property currently is zoned Suburban Ranch (SR), a low-density residential zoning
district that does not permit the commercial uses the Project requires. Therefore,
Developer will apply for a rezoning to a zoning district that permits the mix of uses
contemplated by the RFP, likely a Planned Area Development (the “Zoning
Entitlements”).

The County and Developer are entering into this Agreement to define the rights
and obligations of each during the three phases of the Project’s development: (a) the
“Predevelopment Phase” during which the Developer designs the Project and
obtains Zoning Entitlements; (b) the “Construction Phase” during which the
Developer obtains Project development approvals and builds the Project; and (c)
the “Operations Phase” during which the Developer begins Project operations.

The County is authorized by A.RS. § 11-1101 to enter into a development
agreement with a landowner or other person or entity having an interest in real
property located within the County to facilitate development of the property. The
Board of Supervisors (“Board”) has authority under A.R.S. § 11-254.04 to engage in
any activity that it “has found and determined will assist in the creation or retention
of jobs or will otherwise improve or enhance economic welfare of the inhabitants of
the county,” including specifically the “acquisition, improvement, leasing or
conveyance of real or personal property.”
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AGREEMENT

NOW, THEREFORE, in consideration of the foregoing recitals, which are
incorporated into this Agreement as though fully restated here, and the mutual covenants
set forth in this Agreement, the Parties hereby agree as follows:

Article I: General Development

Certain Definitions. The following definitions apply to this Agreement and are not
otherwise defined within the Agreement:

(A)
(B)
©)

(D)

(E)

(F)

©)

“Approved Design” is Project design approved by the County, as described
in Article I, Section 7.

“CO” is the City-issued Certificate of Occupancy that allows the Project to
begin operating, whether it is a temporary or final approval.

“Construction Commencement Date” is the first day the Developer requires
full control of the Property to begin significant grading activity on the
Property.

“Construction Permits” include the Project’s development package (i.e., site
construction permit) and building construction permits, including all
applications and drawings necessary to obtain the City required site and
building permits for the Project.

“Predevelopment Work” includes all activities necessary to begin
construction of the Project, including but not limited to Project pre-design and
design, zoning entitlements, site construction and building plans, and
financing.

“Project Liaison” is the County employee or contractor designated as the
Developer’s primary point of contact with the County, who will be
responsible for any design approvals and other communication with County
staff and leadership.

“Significant Design Change” is any change to the Project’s Approved Design
that affects at least ten percent (10%) of the total area of the Property or
changes the uses contemplated by the RFP Purpose. Examples of materially
and substantially changes that are not Significant Design Changes are the use
of alternate materials or manufacturers of materials, relocation of design
elements within the Project, or adjustments required by any public entity with
jurisdiction over the Project’s construction.

Exclusive Right to Develop. Until this Agreement is terminated, the Developer shall
have the exclusive right to: (a) serve as the exclusive developer the Project; (b) enter
into an agreement for the purchase of the Property and the development of the
Project; and (c) enter into any ground leases or other agreements with the County
necessary for the Project’s development (collectively the “Exclusive Rights”). The
County agrees to not engage in any conduct that may lead to the appointment of
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another person or entity as the developer of the Project or the Property, or result in
an agreement, either written or oral, that will provide another person or entity
rights to develop the Project or Property.

Consideration for Exclusive Rights. The County agrees that the Developer’s RFP
Response and agreement to develop the Project, including solely bearing the cost of
Predevelopment Work, financing, and construction, are adequate consideration for
the Exclusive Rights and represent substantial time, effort, and financial
commitment by the Developer, and that without the Exclusive Rights the Developer
would not be willing to pursue and bear the costs of developing the Project.

Development Team. Developer shall select and assemble a consultant and
contractor team to include, without limitation, an architect (design and production),
civil engineer (including traffic and drainage engineering), landscape architect, and
general contractor, and any other consultants the Developer deems necessary for
the successful design, development, and construction of the Project.

Project Liaison. The County shall assign Heath S. Vescovi-Chiordi, who serves as
the Economic Development Director for the County, as the Project Liaison. In the
event the person serving as the Project Liaison is no longer able to serve in this role,
the County shall fill that role with a qualified County employee or contractor within
thirty (30) days of the vacancy.

Partnership Opportunities. The Parties acknowledge that the Property is not in an
existing commercial corridor, the Project is the first “Loop-centric development” in
the region, and the Developer is taking on risk in developing the Project in this
location and additional costs with unpredictable returns on such investment in
order to fulfill the public benefit component of the RFP Purpose. Therefore, the
Parties agree to explore and identify ways that they may partner to ensure the
Project is successful in meeting the RFP Purpose. These potential opportunities
include:

(A) Flexibility in lease terms and structure that recognize the time that may be
necessary for the Project to become commercially viable;

(B) Utilize, if available, the County’s reclaimed water irrigation lines for irrigation
of the portions of the Project landscape that will be utilized by the public;

(C) The County will process Construction Permits through the County Planning
and Development Services Department during the time the Property is County
owned. This does not apply to Zoning Entitlements that must be processed by
the City;

(D) Explore the ability for the County to install directional signage to the Project for
both vehicles from the Alvernon Way, and for pedestrians and bicyclists from
the Loop. This may include the County engaging with the City to determine the
feasibility of providing directional signage to the Project’s Loop access;

(E) Explore contribution to the cost of landscaping and/or public art, and
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associated maintenance, in the areas of the Project that are subject to public
access rights; and /or

(F) County and Developer will meet in good faith within three months of the
execution of this Agreement regarding approximately 4.1 acres of land at 3291
N. Walnut Ave. (the "Vacant Lot Parcel"), which is currently owned by a third
party. At that meeting, County and Developer will discuss options regarding
the potential acquisition of the Vacant Lot Parcel to serve Loop Users and the
nearby Property with additional parking space.

(G) Any other partnering opportunities identified by the Parties.

(H) The Parties acknowledge that any agreement entered into by the Developer and
County, whether noted above or negotiated in the future, must comply with the
Gift Clause of the Arizona Constitution.

County Design Approval. Until the Project is complete and operational, the County
retains the right to consent to the general design and land uses proposed for the
Project for the sole purpose of ensuring that the Project is designed to meet the
Approved Design, subject to the following:

(A) Approval Scope. The County’s right of Project design approval applies to
overall uses and general site design, and does not extend to any specific design
elements, architecture, materials, landscaping, site layout, tenants and tenant
mix, outdoor amenity spaces and art, and other specific details of the Project,
unless otherwise stated in this Agreement, and the Developer retains the right
to make all design, construction and operational decisions related to the Project
as long as the overall nature of the Project meets the RFP Purpose.

(B) Cooperation. The Parties agree to work together in good faith to find a
reasonable and mutually agreeable Approved Design.

(C) Approval Timing. The Developer shall present to the County updates to the
Project design and use mix, and the County shall provide such approval in
writing to the Developer, at the following milestones:

() In the Predevelopment Phase, prior to the submittal to the City of an
application for Zoning Entitlements for the Project;

(i)  Inthe Construction Phase, prior to submitting the plans and applications
for the Project’s Construction Permits; and

(iti) At any point during the process of obtaining Zoning Entitlements or
Construction Permits, if it becomes necessary to modify the Approved
Design in a way that causes a Significant Design Change.

(iv) The County shall respond to Developer within ten (10) business days of
receipt of the Project design with either written approval, or if approval
is not given, written specific reasons as to why approval is withheld.
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Negotiation of Conveyance Agreement. The Parties agree to negotiate and enter
into a separate Purchase and Sale Agreement (“PSA”) or Ground Lease and
Purchase Option (“Ground Lease”), subject to the following;:

(A) Agreement Choice. The Developer, in its sole discretion and after the
completion of Zoning Entitlements, may choose to either enter into a PSA with
the County, or enter into a Ground Lease (with an option to purchase) with the
County. If the Zoning Entitlements are not approved, or the Developer, in its
sole discretion, believes the Zoning Entitlements are not sufficient to adequately
develop the Project, the Developer may terminate this Agreement with no
further obligations.

(B) County Reversionary Right. Either the PSA or Ground Lease shall include
provisions giving the County a reversionary right to fee simple ownership in
the Property if any of the following occur:

(i)  The Project design is so significantly modified from the Approved Design
that the Project no longer meets the RFP Purpose;

(i)  The Project’s Construction Commencement Date does not occur within
the timeframe established by the Parties in the PSA or Ground Lease,
except the Parties agree to negotiate a reasonable extension if the original
date cannot be met;

(iii)) The Project's CO issuance date does not occur within the timeframe
established by the Parties in the PSA or Ground Lease, except that the
Parties will agree to negotiate a reasonable extension if the original date
cannot be met; or

(iv) The Property does not meet the baseline property valuation increased
defined by an economic analysis of the Project’s projected Property value
increase, as defined prior to the Construction Commencement Date.

(v)  The County’s reversionary right shall terminate upon the issuance of the
CO, assuming that construction timeframes and economic development
metrics are met.

(C) Negotiations Timing. The Parties shall commence negotiations for the PSA or
Ground Lease within twelve (12) months after the Effective Date, but in no case
shall the Parties finalize the terms and enter into a PSA or Ground Lease until
after the City’s approval of the Zoning Entitlements.

(D) PSA Terms. If the Developer chooses to directly purchase the Property, the
Parties shall negotiate a PSA that shall include the following terms:

(i)  Escrow. The County and Developer will open escrow with a mutually
agreeable title company. The County will convey the Property via a
special warranty deed to Developer or its related entity.

(i) Purchase Price: The Developer’s cost of acquiring the Property from the
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County (“Purchase Price”) shall be the value set by the Appraisal, along
with a reasonable annual land valuation adjustment based on an index of
regional land values, agreed to by the Parties, and that value adjustment
shall begin at the execution of the PSA.

(E) Ground Lease Terms. If the Developer chooses to initially lease the Property,
the Parties shall negotiate a Ground Lease that shall include the following
terms:

(i) Rent payments for the Property shall commence on the effective date of
the Ground Lease and shall initially be set at a reduced rate consistent
with state law commensurate with the use of the Property and the fact that
the Project will not yet be producing revenue.

(i) At the beginning of the Operations Phase, rent will be based on market
rates.

(ifi) The Parties shall negotiate a term for the Ground Lease that provides the
Developer enough time to achieve a reasonable return on investment,
which is typical in the marketplace.

(iv) Purchase Option. The Ground Lease shall include a purchase option that
allows Developer to acquire the Property (the “Purchase Option”). The
Purchase Option shall include the following terms:

1. County Reversionary Right. If the Purchase Option is exercised prior
to the issuance of the CO, the County shall continue to have the
reversionary rights defined herein at Sec. I(8)(b). If the Purchase
Option is exercised after the issuance of the CO, the RFP Purpose is
presumed to have been met and the County shall not have any
reversionary rights to the Property.

2.  Escrow. Upon the exercise of the Purchase Option, the County and
Developer will open escrow with a mutually agreeable ftitle
company. The County will convey the Property via a special
warranty deed to Developer or its related entity.

3.  Purchase Price: The Purchase Option, as part of the Ground Lease,
shall establish the Purchase Price for the Property as the value set by
the Appraisal, along with a reasonable annual land valuation
adjustment based on an index of regional land values, agreed to by
the Parties, and that value adjustment shall begin at the execution of
the Ground Lease.

Financing. The Developer may obtain a loan to finance the construction of the
Project and the development of the Property in an amount satisfactory to the
Developer (“Development Loan”), subject to the following;:

(A) The Developer, and not the County, shall be responsible for all debt service for
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the Development Loan.

(B) The Parties desire for the Development Loan to be secured by an encumbrance
on the Developer’s interest in the Ground Lease and Operating Agreement, and
not by an encumbrance on the County’s interest in the Property.

(C) The County shall cooperate with Developer in obtaining the Development Loan
and shall provide all information reasonably required by lender necessary for
the lender to evaluate the collateral for the Development Loan. The County
shall provide any consents and estoppels with respect to the Ground Lease, the
Operating Agreement, and this Agreement in form and content reasonably
required by the Lender in connection with the Development Loan.

(D) At time of Development Loan closing, the County shall cooperate with
Developer to the extent reasonably necessary to facilitate the loan closing.

Atrticle II: Predevelopment Phase

Project Design. Developer has prepared a concept design showing the proposed
initial location of the Project improvements, attached at Exhibit D, which is a
conceptual design layout and subject to change. The Developer has full authority
over the Project design and may modify the Project design for any reason
whatsoever, subject to: A) the County’s right to approve the Project design, as stated
in Article ], Section 7; and B) the Developer’s and County’s commitment to include
in the Project the same level of Loop Facilities available to the public as of the
Effective Date. The Parties acknowledge that the Loop Facilities may be relocated
to other portions of the Project as long as the amenities provided by the Loop
Facilities as of the Effective Date are maintained at the same or similar level by the
Project.

Design Review Coordination. The Developer shall provide updates of the Project
design to the Project Liaison upon request and as required for County Design
Approval described in Article I, Section 7.

Entitlement Responsibility. The Developer shall be fully responsible for obtaining
Zoning Entitlements from the City sufficient to allow for the Project’s development,
including all applications, stakeholder outreach, coordination with City staff, and
public meetings and hearings necessary to obtain the Zoning Entitlements.

Entitlement Coordination and Communication. The Parties agree to the following
regarding Zoning Entitlements:

(A) As both Parties desire for Zoning Entitlement approval, the Parties agree to
coordinate and communicate during the Zoning Entitlement process.

(B) The Developer shall have full and final authority regarding the applications,
strategy, and outreach related to the Zoning Entitlements.

(C) The Developer shall be fully responsible for all costs related to the Zoning
Entitlements, and the County shall incur no costs for the Zoning Entitlements,
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other than allowing County staff to assist with the rezoning process as needed.

(D) Upon request by the Developer, the County will provide the appropriate staff
to participate in any formal or informal outreach with stakeholders, including
attending neighborhood meetings or informal stakeholder meetings.

(E) The Parties acknowledge that stakeholder outreach may result in changes to the
Project design, and the Parties will work together to accommodate Project
design changes that will mitigate stakeholder concerns, which shall be reflected
in the County’s Design Approval described in Article 1, Section 7.

Article III: Construction Phase

Site and Construction Design. Developer, at its sole cost and expense, shall cause
to be performed all work necessary to obtain the Construction Permits, including
design, engineering and architectural drawings, exhibits, and applications
necessary to obtain the permits for the Project’s construction. All Project exhibits
and drawings shall be prepared in accordance with the Approved Design.

County Development Review. If the County owns the Property at the time the
Developer submits its applications for review and approval of the Construction
Permits, the County agrees, upon the request of the Developer, to coordinate and
perform all Project development reviews necessary to obtain Construction Permits.
The Parties shall coordinate with City Planning and Development Services staff
regarding the County reviews.

Project Construction. Developer, at its sole cost and expense, shall cause to be
performed all work necessary to complete the Project’s and Property’s
improvements in order to open the Project for business.

Design Changes During Construction. The Parties acknowledge the potential for
the Project design to change due to factors such as, but without limitation, the
availability of materials, costs or availability of materials or labor, or design
feasibility. Developer shall make the Project Liaison aware of any Slgmﬁcant
Design Change to the Project design.

Environmental Representations. If any environmental inspection reveals the
presence of contamination or the need to conduct any environmental clean-up of
the Property, County shall remediate all contamination within the Property to bring
it into compliance with all applicable Federal, State, or local environmental
regulations.

Article IV: Operations Phase

Project Operations. Upon the issuance of the CO, Developer shall have the sole
right to operate the Project-as it deems necessary for its successful operation, which
shall include without limitation the right to lease tenant spaces, contract for
services, repairs, and maintenance, and control access to the Project and Property.

Operating Agreement. The Parties shall negotiate an agreement to define each
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Party’s obligations and rights related to the operation of the Project (“Operating
Agreement”). The Operating Agreement shall be negotiated and executed by the
earlier of the issuance of the Project CO or the conveyance of the Property to the
Developer pursuant to the Purchase Option. The Operating Agreement shall
include, without limitation, provisions to memorialize the following:

(A) Define each Party’s obligations regarding the maintenance of the area where
the Property borders the Loop;

(B) Use of reclaimed water facilities, if any, to provide irrigation for areas with
public access from the Loop;

(C) Maintenance of drainage facilities within and adjacent to the Property;

(D) Define any easements that will be required for the Project, including drainage
easements or public access easements over the Property for the Loop Facilities
and adjacent public amenity areas within the Project; and

(E) Other opportunities as mutually agreed upon by the Parties pursuant to Article
I, Section 6.

Easements. Any easements negotiated as part of the Operating Agreement shall be
executed and recorded in the Official Records of Pima County in conjunction with
the Operating Agreement execution. Any easement that is recorded prior to the
conveyance of the Property to Developer shall be drafted to avoid the merger and
extinguishment of the easement (e.g., an anti-merger clause).

Article V: General Terms

Effective Date and Term. This Agreement shall become effective upon the latter of
its execution by all the Parties or the effective date of the Board of Supervisors
resolution approving this Agreement (the “Effective Date”).

Agreement Term: The term of this Agreement (“Term”) shall begin on the Effective
Date and shall automatically terminate and shall thereafter be void for all purposes
on the 5% anniversary of the Effective Date, except that the Parties will work
together in the event that an extension of the Agreement is reasonably necessary.

Governing Law: This Agreement shall be governed by and interpreted in
accordance with the laws of the State of Arizona, and any lawsuit to enforce any
provision of this Agreement or to obtain any remedy with respect to this Agreement
shall be brought in the Pima County Superior Court, and for this purpose the Parties
expressly and irrevocably consent to the jurisdiction of the Pima County Superior
Court.

Recording of Memorandum of Agreement: Upon the execution and approval of this
Agreement, Developer and County shall execute, acknowledge, and cause to be
recorded in the official records of Pima County, Arizona a memorandum of this
Agreement, substantially in the form attached to this Agreement as Exhibit E (the
"Memorandum"). The Developer shall be responsible for recording the
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Memorandum, including all costs and expenses associated therewith.

Amendments to Agreement. The County and Developer agree to cooperate and in
good faith pursue any amendments to this Agreement that are reasonably
necessary to accomplish the goals expressed herein. Any amendment to the
Agreement shall only be made in writing and signed by both Parties.

Entire Agreement: This Agreement and any exhibits attached to this Agreement
constitute the sole, entire and only agreement between the County and the
Developer with regard to the subject matter hereof. This Agreement supersedes all
prior discussions and agreements, written or oral, between the County and the
Developer with respect to the subject matter hereof.

Counterparts: This Agreement may be executed in identical counterparts, each of
which shall be deemed to be an original, but all of which shall constitute one and the
same instrument. In addition, this Agreement may contain more than one
counterpart of the signature pages and this Agreement may be executed by the
affixing of the signature pages, and all of such counterpart signature pages shall be
read as though one, and they shall have the same force and effect as though all the
signers had signed a single signature page.

Non-Waiver: No waiver of any condition or provision of this Agreement shall be
deemed, or construed, to have been made unless expressed in writing and signed by
the party against whom such waiver has been charged. The failure of any party to
insist in any one or more cases upon the performance of any of the provisions,
covenants or conditions of this Agreement or to exercise any option or right set forth
in this Agreement shall not be deemed, or construed, as a waiver or relinquishment
for the future of any such provisions, covenants or conditions. The acceptance of
performance of anything required by this Agreement to be performed with
knowledge of the breach or failure of a covenant, condition or provision hereof shall
not be deemed or construed to be a waiver of such breach or failure. No waiver by
any party of one breach by another party shall be construed or deemed to be a waiver
with respect to any other subsequent breach. Failure of a party to declare any default
immediately upon its occurrence, or delay in taking any action in connection with a
default shall not constitute a waiver of such default, nor shall it constitute an estoppel
against such party, but such party shall have the right to declare the default at any
time and take such action as is lawful or authorized under this Agreement.

Notices. All notices, requests and other communications under this Agreement
shall be given in writing and either (i) personally served on the party to whom it is
given, or (ii) mailed by registered or certified mail, postage prepaid, return receipt
requested, or (iii) sent by private overnight courier such as Federal Express or
Airborne, or (iv) transmitted by facsimile (provided that a confirming copy of the
facsimile transmission is mailed on the date of such transmission), addressed as
follows:
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10.

11.

12,

If to the County:
PIMA COUNTY
¢/ o0 Heath S. Vescovi-Chiordi
201 N. Stone Avenue, 2nd Floor
Tucson, AZ 85701

Email: Heath.Vescovi-Chiordi@pima.gov

If to Developer:
INFINITE CONCEPTS, LP
¢/ o Mark Erman
220 N. 4th Avenue
Tucson, AZ 85705
E-Mail: mark@inf.co

With a Copy to:
Lazarus & Silvyn, PC
5983 East Grant Road, Suite 290
Tucson, AZ 85712
Telephone: 520-207-4464
E-Mail: rjuneman@Islawaz.com

All notices shall be deemed given when delivered or transmitted by facsimile or, if
mailed as provided above, on the second day after the day of mailing, and if sent by
overnight courier, on the next day after the date of deposit with the courier. Any
party may change its address for the receipt of notices at any time by giving written
notice thereof to the other parties in accordance with the terms of this section. The
inability to deliver notice because of a changed address of which no notice was given,
or rejection or other refusal to accept any notice, shall be deemed to be the effective
receipt of the notice as of the date of such inability to deliver or rejection or refusal
to accept.

No Third-Party Beneficiary. This Agreement is entered into solely for the benefit of
the Parties to this Agreement and their assigns. No Party (other than assigns
permitted under Article V, Section 19 of this Agreement) shall be deemed a third-
party beneficiary of this Agreement.

Cooperation and Additional Instruments. Each Party to this Agreement agrees to
promptly sign or join in the signing of all applications, requisitions, certifications and
other documents reasonably necessary and proper to give effect and enable the
purposes of this Agreement to be performed. Each Party agrees to render such
assistance as the other Party may reasonably request in connection with the
foregoing.

Severability. If any provision of this Agreement would be held in any jurisdiction to
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13.

14.

15.

16.

17.

18.

be invalid, prohibited or unenforceable for any reason, such provision, as to such
jurisdiction, shall be ineffective, without invalidating the remaining provisions of
this Agreement or affecting the validity or enforceability of such provision in any
other jurisdiction. Notwithstanding the foregoing, if such provision could be more
narrowly drawn so as not to be invalid, prohibited or unenforceable in such
jurisdiction, it shall, as to such jurisdiction, be so narrowly drawn, without
invalidating the remaining provisions of this Agreement or affecting the validity or
enforceability of such provision in any other jurisdiction.

Time is of the Essence. Time is of the essence of this Agreement, and of each
provision thereof of which time is an element, except as otherwise expressly
provided in this Agreement.

No partnership or joint venture. Nothing in this Agreement shall be understood or
construed to create or imply a partnership or joint venture between the Developer
and the County.

Headings & Captions. The headings and titles to the paragraphs of this Agreement
are for convenience only and shall have no effect upon the construction or
interpretation of any part of this Agreement.

Language Interpretation. This Agreement represents the result negotiations
between the County and the Developer, each of which is represented by counsel of
its own selection, and neither of which has acted under duress or compulsion.
Consequently, the County and the Developer agree that the language in all parts of
the Agreement shall in all cases be construed as a whole according to its fair meaning
and neither strictly for nor against the County or the Developer.

Approvals and Consent. Wherever this Agreement requires any Party to approve or
consent to any document or other matter, such approval or consent shall not be
unreasonably withheld, delayed or conditioned, except as otherwise expressly
provided in this Agreement.

Estoppel Certificate. The Owner and the Developer (each a “Certifying Party”)
agree, at any time and from time to time during the Project’s development, upon
not less than ten (10) business days prior written notice from the other Party (the
“Requesting Party”), to execute, acknowledge and deliver to the Requesting Party
a statement certifying to substantially the following provisions (recognizing that
any of such statement may be modified by the Certifying Party to reflect the then
state of facts), with any such statement delivered pursuant hereto, being able to be
relied upon by the Requesting Party or its successors or permitted assigns and the
Lender:

(A) A statement that this Agreement is unmodified and in full force and effect (or
if there have been modifications, that this Agreement is in full force and effect
as modified and stating the modifications);

(B) A statement of whether or not, to the knowledge of the Certifying Party, the

4051 E. PARADISE FALLS DR. DEVELOPMENT AGREEMENT
13



19.

20.

21.

22.

23.

24.

Requesting Party is in default in performing any of its material obligations
under this Agreement, and if so, describing each such default of which the
Certifying Party may have knowledge in reasonable detail;

(C) A statement of the address to which notices to the Certifying Party should be
sent; and

(D) Such other statement or statements as the Requesting Party may reasonably
request or that the Lender shall require pursuant to the Development Loan.

Successors and Assigns: This Agreement shall be binding upon and shall inure to the
benefit of the Parties to this Agreement, their successors and permitted assigns. The
County shall not have the right to assign this Agreement without the prior written
consent of the Developer: Developer shall have the right to assign its obligations
under this Agreement to a qualified developer with the prior written consent of
County, which shall not be unreasonably withheld. Developer may, without County
consent, assign this Agreement pursuant to a collateral assignment to the Lender and
Developer may assign this Agreement to a special purpose entity affiliate of the
Developer formed in association with the development of the Project.

Brokers: The County and Developer each represents and warrants that it has not
dealt with any broker in this transaction and each agrees to defend, indemnify, save
and hold the other Party harmless from and against any and all fees, commissions,
other liabilities, damages, costs or expenses (including, without limitation,
reasonable attorneys' fees and disbursements) suffered by the other Party as a result
of acts of the Party or any of its agents that would constitute a breach of its
representation and warranty in this Section. The provisions of this Section shall
survive the termination or expiration of this Agreement.

Exhibits and Recitals: The Recitals set forth above, and the Exhibits attached
hereto, form an integral part of this Agreement and are hereby incorporated by this
reference as if fully set forth in this Agreement.

Americans with Disabilities Act: Developer will comply with all applicable
provisions of the Americans with Disabilities Act (Public Law 101-336, 42 U.S.C.
12101-12213) and all applicable federal regulations under the Act, including 28 CFR
Parts 35 and 36.

Non-Discrimination: Developer will comply with all provisions and requirements
of Arizona Executive Order 2009-09, which is hereby incorporated into this
Agreement, including flow-down of all provisions and requirements to any
subcontractors. During performance of this Agreement, Developer will not
discriminate against any employee, client or any other individual in any way
because of that person's age, race, creed, color, religion, sex, disability or national
origin.

Cancellation for Conflicts of Interest: Notwithstanding anything to the contrary set
forth in this Agreement, this Agreement is subject to cancellation for conflict of

4051 E. PARADISE FALLS DR. DEVELOPMENT AGREEMENT
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25.

26.

interest pursuant to A.R.S. § 38-511, the pertinent provisions of which are
incorporated into this Agreement by reference.

Non-Appropriation: Notwithstanding any other provision in this Agreement,
County may terminate this Agreement if for any reason there are not sufficient
appropriated and available monies for the purpose of maintaining County or other
public entity obligations under this Agreement. In the event of such termination,
County will have no further obligation to Developer, other than to pay for services
rendered prior to termination.

Compliance with Immigration Laws: Developer hereby warrants that it will at all
times during the term of this Agreement comply with all federal immigration laws
applicable to its employment of its employees, and with the requirements of A.R.S.
§ 23-214(A) (together the "State and Federal Immigration Laws"). Developer will
further ensure that each subcontractor who performs any work for Developer under
this Agreement likewise complies with the State and Federal Immigration Laws.
County has the right at any time to inspect the books and records of Developer and
any subcontractor to verify such party's compliance with the State and Federal
Immigration Laws. Any breach of Developer's warranty or any subcontractor's
warranty of compliance with the State and Federal Immigration Laws, or of any
other provision of this section, is a material breach of this Agreement subjecting
Developer to penalties up to and including suspension or termination of this
Agreement If the breach is by a subcontractor, and the subcontract is suspended or
terminated as a result, Developer will be required to take such steps as may be
necessary to either self-perform the services that would have been provided under
the subcontract or retain a replacement subcontractor, as soon as possible so as not
to delay project completion. Any additional costs attributable directly or indirectly
to such remedial action are the responsibility of Developer. Developer will advise
each such subcontractor of County's rights, and the subcontractor's obligations,
under this Section 18.29 by including in each subcontract substantially the following
form: “Subcontractor hereby warrants that it will at all times during the term of this
contract comply with all federal immigration laws applicable to Subcontractor's
employees, and with the requirements of A.R.S. § 23-214(a). Subcontractor further
agrees that the County may inspect the Subcontractor's books and records to ensure
that Subcontractor is in compliance with the requirements. Any breach of this
paragraph by Subcontractor is a material breach of this contract subjecting
Subcontractor to penalties up to and including suspension or termination of this
contract.”

IN WITNESS WHEREOF, the Parties have executed this Agreement as of the last date set
forth below their respective signatures.

4051 E, PARADISE FALLS DR. DEVELOPMENT AGREEMENT
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THE "COUNTY":

Pima County,
a political subdivision of the State of Arizona

By:

Name: Adelita Grijalva

Its: Chairof the. Board of Supervisors ...

Date: . e .

ATTEST:

Melissa Manriquez, Clerk of Board

APPROVED AS TO CONTENT:

Name: Heath S. Vescovi-Chiordil

S

Director of Economic Development

APPROVED AS TO FORM:

boiz G

Deputy Coﬁnty ﬁ‘t’tomey

Name:

State of ARIZONA )
58

County of PIMA )

The foregoing instrument was acknowledged before me on

by

. . the |
COUNTY, a political subdivision of the State of Arizona.

(Seal)

PIMA

Notary Public

4051 1 PARADISE FALLS DR, DEVELOPMENT AGREEMENT
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THE “DEVELOPER":

Infinite Concepts, LP
a Vermont limited partnership

By: M&E Paradise, LLC
a Vermont limited liability company
Its:  General Partner

Vel it

By:  Mark Erman
Its: Managing Member

STATE OF ARIZONA )
) ss.
COUNTY OF PIMA )

I HEREBY CERTIFY that on this & day offﬂmm% 2024, before me, a Notary

Public for the state aforesaid, personally appeared Mark Erman, known to me or
satisfactorily proven to be the person whose name is subscribed to the foregoing
Memorandum of Agreement, who acknowledged that he is the Managing Member of
M&E Paradise, LLC, a Vermont limited liability company, which is the General Partner
for Infinite Concepts, LP, a Vermont limited partnership, and that he has been duly
authorized to execute, and has executed, such instrument on its behalf for the purposes
therein set forth.

u%/%%ﬁ) e

Notary Public

- ey

TANISHA J. BLAND

ma Coung‘
My Commission Expires
August 11, 2025
Commigsion # 613388

Nolag Public - Arizona
[
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Exhibit A
Property Legal Description
and Depiction

Parcel 1
All that postion of that parcel described as Parcel 2 in Docket 8364 at Page 1762 recorded in the
office of the Pima County Recorder and bring a portion of the Nonthwest Quarter of the Southwest
Quarier of Scction 27, Township 13 South, Range 14 East, Gila & Salt River Mcridian, Pima
County, Arizona, more particularly described as follows:

COMMENCING at a found BCSM “R1.822245" on the centerline of Paradise Folls Drive as
described in Docket 12215 at Page 82 at the intersection of the east line of said Northwest
Quarter of the Southwest Quarter of Section 27 and (0 which a found BCSM “RES17479” at the
PC of said Paradisc Falls Drive bears South 89232705 West a distance of 552.98 feet;
THENCE along said cast line of the Northwest Quarter of the Southwest Quarter North
01°16°32" West a distance of 39.50 feet to the southeast comer of said Parcel 2 and the POINT
OF BEGINNING;

THENCE along the south line of said Parcel 2 and the north right of way line South 89°32°05”
West a distance of 519.05 feet 10 the southwest comer of suid Parce) 2

THENCE along the west line of said Parcel 2 North 01°17°04” West a distance of 491.24 fect:
THERNCE North 89°32°05" East a distance of 170.00 feet;

THENCF. South 45°28°05™ liast a distance of 75.00 feet;

THERNCE North 89°32°05" East u distance of 110.00 feet;

THENRCE South 45°28°05" Last a distance of 60.00 feet;

THENCE North 89°32°05" Eust a distunce of 145.01 feet to a point on the cast line of suid
Parcel 2:

THENCE along said cast line South 01°16°32" Iast a distance of 395.79 feet to the POINT OF
BEGINNINCG.

Said portion contains 5.29% acres., more or less.

Together with and subject to an Ingress/ligress casement over the cast 50.00 feet, parailel and

adjucent (o the cast line of said portion of Parcel 2;

Also, together with and subject to a Drainage Fasement over the west 40.00 feet, parnllel and
adiacenmt to the west line of said portion of Parcel 2.

4051 E. PARADISE FALLS DR, DEVELOPMENT AGREEMENT
18



Parcel 2

Al that portion of that parcel described as Parcel | and Parcel 2 in Docket 8364 at Page 1762
recorded in the office of the Pima County Recorder and being a portion of Lots 4 and 5 of Scetion
27, Township 13 South, Range 14 East. Gilu & Salt River Mcridinn, Pima County, Arizona,
more particularly described as follows:

COMMENCING at a found BCSM “RLS 22245" on the centerline of Paradise Falls Drive as
described in Docket 12215 at Page 82 at the intersection of the cast line of Lots 4 and S of
Scetion 27 and to which a found BCSM “RLS 17479 at the PC of said Paradise Falls Drive bears
South 89°32°05 West, a distance of 552.98 feet:

THENCE along said cast line of said Lots 4 and 5, North 01°16°32™ West, a distance of 39.50
feet to the southeast corner of said Parcel 2;

THENCE continuing along said cast line, North 01°16°32" Weslt, a distance of 395.79 feet 1o the
POINT OF BEGINNING;

THENCE South 89°31°55” West, a distance of 145,01 feet;
THENCE North 45°28°05" West, a distance of 60.00 fect;
THENCE South 89°31°55™ West, u distance of 110.00 feet;
THENCE North 45°28°05 West, a distance of 75.00 fect;
THENCE South 89°31°55" West, a distunce of 170.00 feet;
THENCE North 01°17'04™ West,  distance of 11.49 feet;
THENCE North 67°34°18™ East, a distance of 17318 feet;

THENCE North 62°48°51" last, a distance of 173.42 feet to the beginning of a tangent curve,
concave (o the southwest, and having a radius of 70.00 feet:

THENCE along the arc of said curve to the right, through a central angle of 95°55°27", a
distance of 117.19 feet:

THENCE South 21°15°42” East, a distance of 26.64 feel (o the beginning ol a tangent curve,
concave o the northeast, and having a radius of 60.00 fect;

THENCE along the are of said curve to the lefi, through a central angle of 70°00°50", » distance

0l 73.32 feet;
oAl R,
RE

TREMBLA

THENCE North 88°43°28™ Fast, a distance of 39.71 feet,

THENCE South 01°16°32% Jast, u distance of 148.98 feet;

4051 E. PARADISE FALLS DR. DEVELOPMENT AGREEMENT
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Parcel 1 Depiction
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Parcel 2 Depiction
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Exhibit B
Property Appraisals

-document on following page-
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PAUL HENDRICKS REAL ESTATE APPRAISAL & COUNSELING
Appraisal Service, Litigation Support, Counseling
Voice &Fax (520) 325-6512
Email PaulHendricksMAI@gmail.com

COVER PAGE

APPRAISAL REPORT

Opinion of Value of
A site known as 4051 E Paradise Falls Dr., south side of the Loop.
Tucson, AZ
Pima County, 85712

As Of March 9, 2021

Owner: Pima County RFCD
Tax Parcel: Portion of 110-03-070B
Sec 27, T13S, R14E

Prepared For Use By

Pima County
201 N. Stone Avenue, Floor 6,
Tucson, Arizona 85701-1215
Attention: Mr. Jeffrey Teplitsky, Manager
Pima County Real Property Services

Appraisal Prepared By
PAUL HENDRICKS REAL ESTATE APPRAISAL & COUNSELING

Paul D. Hendricks, MAI
Arizona Certified General Real Estate Appraiser 30197

Assignment Reference 2021184




Pima County Site 2021184,
4051 E Paradise Falls Dr, Page 2

PAUL HENDRICKS REAL ESTATE APPRAISAL & COUNSELING
Appraisal Service, Litigation Support, Counseling
Voice & Fax (520) 325-6512
Email paulhendricksmai@gmail.com

Letter of Transmittal

March 11, 2021

Mr. Jeffrey Teplitsky, Manager

Pima County Real Property Services
201 N. Stone Avenue, 6" Floor
Tucson, AZ 85701-1215

Re:  Opinion of value, 4051 E Paradise Falls Site.

In response to your request | have completed an appraisal analysis of the above referenced
property; this letter of transmittal is part of the appraisal report. This appraisal report conforms to
Uniform Standards of Professional Appraisal Practice (USPAP) and Pima County appraisal
guidelines.

Problem Identification: The purpose of the appraisal is to opine market value and site lease rate of
the above identified property for potential disposition. Effective date of the appraisal is March 9,
2021, the date of site visit.

Relevant subject characteristics: the property is located on the north side of Paradise Falls Drive,
east of Alvernon Way, on the south bank of the Rillito River Park Loop. The site is indicated by
legal description and exhibit to be 5.299 +/-acres. It is largely undeveloped, currently zoned SR
and indicated to be entirely FEMA-AE (special flood hazard areas, 1% chance of annual flood,
elevations determined); however, an approximately 2.9 acre portion of the site has been filled and
a letter of map revision (LOMR) has been filed which is anticipated to take this part of the site out
of the flood zone.

My opinion of site market value is:  $265,000

My opinion of a site lease rate is 8% to 10%.

Assignment Conditions. It is reported, this analysis is under the assumption, that Pima County will
restrict development through the RFP process, followed by development agreement, precluding
residential development (sfr/apartment complex), office development (single or multi-tenant),
preferring retail development that is a fit with the public amenity (The Loop), as well as neighbors
and the public accessing the site other than by The Loop. It is an extraordinary assumption that
the LOMR will result in the approximate 2.9 acre portion of the site being taken out of FEMA flood
zone AE and that added soil has been property compacted and is suitable for development. The
site is considered to have reasonably good potential for rezoning to a zone permitting mixed
use/commercial development, an extraordinary assumption. The use of these extraordinary
assumptions may have affected assignment results. Please also see my limiting conditions and
assumptions.

At the writing of this report there is continued anxiety related to COVID-19 and its effect on the various
real estate markets; please see discussion following.

Please call if you have any questions regarding the following appraisal report. Thank you for the
opportunity to be of service.

Sincerely,

St o’

Paul D. Hendricks, MAI
Arizona Certified General Real Estate Appraiser 30197

HENDRICKS APPRAISAL & COUNSELING
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APPRAISAL REFERENCE:
PROBLEM IDENTIFICATION:

CLIENT:

APPRAISER:
PURPOSE, INTENDED USE:

INTENDED USERS:

SUBJECT CHARACTERISTICS:

TAX CODE:
INTEREST CONSIDERED:
HIGHEST AND BEST USE;

OPINION OF VALUE:
Opinion of market lease rate:

Assignment Conditions:

EFFECTIVE DATE OF
VALUATION:

DATE OF APPRAISAL REPORT:
TYPE OF APPRAISAL REPORT:

Pima County Site 2021184,
4051 E Paradise Falls Dr, Page 5

PREFACE & SUMMARY
2021184 PC Paradise Falls Dr.

The following 7 parameters are considered, client, intended users,
intended use, type of opinion, effective date, relevant subject
characteristics and assignment conditions:

Pima County, Real Estate Division
Attn: Mr. Jeffrey Teplitsky, Manager, Pima County Real Property
Services.

Paul D. Hendricks, MAI
Arizona Certified General Real Estate Appraiser 30197

The purpose of the appraisal is to opine market value and site
lease rate; the intended use is for potential disposition.

Pima County, Pima County RPS and /or designated users are the
only intended users; however, it is understood that following review
and acceptance of this report by client, this report will become
public information

Located north side of Paradise Falls Drive, east of Alvernon Way,
on the south bank of the Rillito River Park Loop. Indicated by legal
description and exhibit to be 5.299 +/-acres. It is a largely
undeveloped, currently zoned SR and indicated to be entirely
FEMA-AE (special flood hazard areas, 1% chance of annual flood,
elevations determined); however, an approximately 2.9 acre portion
of the site has been filled and a letter of map revision (LOMR) has
been filed which is anticipated to take this portion of the site out of
the flood zone.

Ptn of 120-03-070B
Fee Simple

As Vacant, speculative/investment during Covid-19 market
conditions; rezoning for potential mixed use development upon
stabilized market conditions.

Market Value $265,000
8% to 10%

There are extraordinary assumptions noted in the letter of
transmittal; the use of these extraordinary assumptions may have
affected assignment results. Please also see my limiting conditions
and assumptions.

March 9, 2021; date of site visit.

March 11, 2021

Report.

HENDRICKS APPRAISAL & COUNSELING



Pima County Site 2021184,
4051 E Paradise Falls Dr, Page 6

PURPOSE OF THE APPRAISAL

The purpose of the appraisal is to opine market value of the site and a market lease rate.

INTENDED USE OF THE APPRAISAL
The opinion of value will be used by the client, Pima County, for potential disposition.

INTENDED USER
The Client, Pima County Real Property Services, is the only intended user; however, it is understood
that following review and acceptance the appraisal will become public record.

INTEREST APPRAISED
The interests appraised are the fee simple. Fee Simple is defined as “absolute ownership
unencumbered by any other interest or estate, subject only to the limitations imposed by the
governmental powers of taxation, eminent domain, police power, and escheat”.

PROPERTY IDENTIFICATION

The property is known as 4051 E Paradise Falls Drive; it is on the north side of the street, east of
Alvernon Way. A portion of 110-03-070B; it is indicated by the flowing exhibit and legal description:

DEPICTION OIF EXHIBIT "A"

i

LY
1

401 g
17

M1

M PIMA COUNTY SURYEY

3 A PORION OF A PARTCEL PER DOUKET 8304 FAGE 1762

l LECATED N SECTION 27, TEWHSEID 13 SOUTH, RANGE 14 EAST,

- GILA MO H4LT RIVER MERITIAH, PIA COUNTY, ARIZOMA

I
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Pima County Site 2021184,
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MARKET VALUE DEFINED *
Market Value means, the most probable price which a property should bring in a competitive and open
market under all conditions requisite to a fair sale, the buyer and seller, each acting prudently and
knowledgeably, and assuming the price is not affected by undue stimulus. Implicit in this definition is the
consummation of a sale as of a specified date and the passing of title from seller to buyer under
conditions whereby:
(1) Buyer and seller are typically motivated,
(2) Both parties are well informed or well advised and acting in what they consider their own best interests;
(3) A reasonable time is allowed for exposure in the open market
(4) Payment is made in terms of cash in U.S. Dollars or in terms of financial arrangements comparable
thereto; and
(5) The price represents the normal consideration for the property sold unaffected by special or creative

financing or sale concessions granted by anyone associated with the sale.
Source: Rules and Regulations, Federal Register, Vol. 55, No. 165, Page 34696, as of Friday, August 24, 1990; CFR Federal Regulation 12 CFR,
Part 1608, Uniform Appraisal Instructions to the Appraisers by the RTC, effective September 21, 1990, Title XI FIRREA (1989):

Market rent, is defined by Dictionary of Real Estate Appraisal, 6" Edition, as: The most probable rent
that a property should bring in a competitive and open market reflecting the conditions and restrictions
of a specified lease agreement, including the rental adjustment and revaluation, permitted uses, use
restrictions, expense obligations, term, concessions, renewal and purchase options, and tenant
improvements (Tls).

Market lease rate is considered to be the rate which would result in an annual rental based on market
value.

EXPOSURE PERIOD

Exposure time, always presumed to precede the effective date of the appraisal, is defined as follows: “The
estimated length of time the property interest being appraised would have been offered on the market prior
to the hypothetical consummation of a sale at market value on the effective date of the appraisal; a
retrospective estimate based upon an analysis of past events assuming a competitive and open market”.

Exposure time estimated from review of comparable sales and from discussions with active market
participants is estimated for the sale of the fee simple interest, to be approximately 12 to 24 months.
EFFECTIVE DATE OF APPRAISAL, REPORT DATE

The effective date of the appraisal is March 9, 2021, the date of site visit. The transmittal date of the
report is March 11, 2021.

OWNER CONTACT FOR INSPECTION

I contacted ownership representative, Jeff Teplitsky of Pima County by email, he declined (for Pima
County) accompanying me on site visit, | visited the site March 9, 2021, unescorted.

PROPERTY OWNERSHIP SALES HISTORY

Ownership of the property is indicated to be Pima County. Assessor’s record indicates no sales within
the past 5 years, ownership representatives report no marketing of the property for sale over the past
year,
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APPRAISAL DEVELOPMENT AND REPORTING PROCESS (SCOPE)

The appraiser performed an appraisal process in conformance with the Uniform Standards of
Professional Appraisal Practice and Pima County requirements.

Determined the nature of the appraisal assignment by identifying the client, intended user, intended
use, type of opinion, effective date of the opinion, property interest appraised, and subject property
assignment conditions, the extraordinary or hypothetical assumptions, if any.

Afforded the property owner opportunity to accompany the appraiser on inspection

Performed an inspection of the property including the market area, the subject site, improvements
(if any) and its relevant characteristics

Reviewed site plat, zoning and flood zone maps indicating physical suitability of the parcel.
Reviewed zoning ordinance and market area plans applicable to the subject property.

Discussed potential for removal of the site from flood zone AE with Eric Shepp of Pima County Flood
and reviewed LOMR.

Discussed potential for rezoning with John Beall, City of Tucson Planning and Zoning,
Discussed River Park and Loop history and use with Robert Padilla, Pima County Parks,
Discussed extraordinary assumptions related to flood zone and zoning with client representative,
Discussed use restriction with market participants,

Included items required by USPAP in the Addendum of this report.

Performed a Highest and Best Use Analysis to identify the use that would result in highest market
value.

Researched comparable sales and site leases/rates from available data sources including Costar,
MLS, Realquest and appraiser’s files.

Inspected, by drive by, all comparable sales used.

Attempted confirmation of each comparable with a party familiar with the property/transaction (when
confirmation was not available, public records/information was relied upon).

Applied appraisal techniques and methodology according to the appraisal body of knowledge and
the expectations and actions of my appraisal peers to arrive at an indication of market value and
market lease rate for the subject property

Disregarded (if applicable) any increase or decrease in value due to the announcement of the project
(before the acquisition)

Opined the value of site, site lease rate, and

Prepared an appraisal report describing my appraisal process, in conformance with the Uniform
Standards of Professional Appraisal Practice and Pima County requirements.

Any other components of scope including the 7 parameters, client, intended users, infended use,
type of opinion, effective date, relevant subject characteristics and assignment conditions are
considered to be included in/as scope.
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MARKET AREA (Neighborhood) ANALYSIS

A property is an integral part of its surroundings. The character and features of the surrounding area directly
affect the use of a property which is a primary factor in the property's value. In order to estimate the value
of a property, an analysis of the surrounding area, referred to as Market area or Neighborhood must be
made.

The subject property is located in an area transitioning from the central urban core to the Catalina Foothills.
The area which exerts the most influence over the subject property is considered to be the area from
Craycroft Road to Campbell Avenue, from Grant Road north to the Rillito River (highlighted in following
traffic volumes map and in appendix).

These boundaries are considered appropriate due to physical divisions, predominate land uses, and
social characteristics. The area defined above is referred to herein as the subject neighborhood, market
area. The subject property generally falls in the north-central portion of this region. The market area is
considered to be a much larger area, essentially the Tucson Metro Area.

As mentioned, the subject is in a transitional area between the Tucson Central market area to the south
and the Catalina Foothills to the north. The central market area has a typical mix of lower density urban
residential and higher density residential uses such as apartments and condominiums. There are also
pockets of industrial uses and commercial districts along major arterials. The Catalina Foothills to the
north are of lower-suburban density, largely single family residence uses of above average home values
and area resident income levels.

A number of notable properties/uses in the neighborhood include Tucson Medical Center, Historic Fort
Lowell park, George Mehl Foothills District Park, Rillito River Park, Brandi Fenton memorial Park and
Jewish Community Center (JCC).

The most significant medical office use in the neighborhood is the 116-acre Tucson Medical Center
(TMC). A new high-rise was recently constructed on the TMC campus. TMC revised original plans to
retain some of the existing historical structures to meet with approval of surrounding residents. A
larger area of medical uses is located northwest, southwest and southeast of the intersection of Grant
and Craycroft Roads in the vicinity of TMC and further north at Swan and Camp Lowell. This includes
many second generation medical offices.

Fort Lowell Park, at Craycroft and Fort Lowell Road is 65.1 acres. Originally a U.S. Army built Fort Lowell
in 1873 to protect the fledging city of Tucson against the Apaches. Today, a museum in the former
commanding officer's quarters displays artifacts from military life in territorial days and tells the story of
the site's long history. The park features soccer fields, a swimming pool, ball fields, tennis courts,
playground structures, and a duck pond.

George Mehl Foothills Park is located on the north side of the Rillito River west of Alvernon Way.
Amenities include lighted baseball, softball and soccer fields, batting cages, a dog park, 8 picnic tables
and grills, playground with shade structure, ramadas, restrooms, T-ball fields and access to The Loop.

Brandi Fenton Memorial Park is a 56-acre park on the north side of the Rillito River at the southwest
corner of River Road/Alvernon Way and Dodge Blvd. The park includes three soccer fields, two
covered basketball courts, five ramadas, an equestrian arena, horse shoe pits, two playgrounds, a
splash park, an off-leash dog park, walking paths, memorial garden, a soccer with fithess

center, lockers, conference room, computer room, kitchen, and offices. It also is located on The Loop.

Located at the northeast corner of Alvernon Way and Dodge, the Tucson Jewish Community Center is
a 110,000-square-feet center built in 1989 and renovated in 2015 offering events ranging from Arts &
Culture to Sports & Wellness to Children & Family, weddings and other events. There are privately
funded, play-based preschool and an after-school care for elementary-aged children and
transportation provided from over 20 schools daily during the school year.
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SITE DESCRIPTION

The subject is located north side of Paradise Falis Dr., on the south side of
the Loop multipurpose trail on the Rillito River, east of Alvernon Way.

Vacant-surplus land.
5.299 acres per exhibit
Paradise Falls Drive, average.

Interior neighborhood collector, poor for vehicular access; good frontage on
The Loop; however, visibility is restricted by distance to the graded pad-site;
at the northwest corner where visibility is possible and unobstructed by the
parking area, the paved path is roughly 144’ to 180’ away, to the east the
site is more distant from the path and obstructed by parking area and Loop
improvements. There is no fraffic count on Paradise Falls, it is a relatively
short neighborhood street beginning at Alvernon Way and winding through
in the adjacent residential subdivision east of the subject site and terminating
at Columbus Blvd.

Above average due to being adjacent to The Loop and the Rillito River, a
significant open space.

Irregular due to cut out on the northern boundary for Loop and parking lot;
there is moderately greater frontage on Paradise Falls and Loop
improvements than depth.

The site is indicated (Pima mapguide) to be at 2,390" and relatively level
(lower elevation along western boundary, area of the drainage easement)

FEMA FIRM 04019C1693L and 1694L, effective 6/16/11, indicates the
site is Flood Zone AE (100 year flood, base elevations determined), Base
Flood Elevations in the vicinity of the subject at 2,391 fo 2,390
Topography, as indicated above, Pima Mapguide indicates topography to
be essentially near the same elevation; any habitable structures would
need to be at least 1" above BFE. However, Pima County has done fill on
the site; it is no reportedly elevated out of the flood zone.

As mentioned, a letter of map revision (LOMR) has been submitted to
FEMA by Pima County; it is an assumption of this analysis that this LOMR
will remove the raised portion of the site, reported to be approximately 2.9
acres, out of AE (the remaining site area to the north, east and west for
Loop improvements, access easement and drainage easement
respectively, have not been raised).

It is reported that the 40 foot drainage easement is for off-site flow from the
south to the Rillito River. Landscaping and parking are potentially
acceptable uses for that area depending on zoning setbacks and off-site
flows. There will be no need for detention on the site due to the proximity
to the Rillito. Retention is likely, but could be accommodated in the
drainage easement and the Loop connection area to the north. It would
not compete for use on the elevated fill pad.

The property exhibit indicates a 40’ wide drainage easement along the site
western boundary (to allow drainage from the south to cross through to the
Rilito), and a 50’ ingress/egress easement along the eastern boundary
(access to The Loop and parking area). A title report is to be provided by
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client later; it is assumed that there are no other easements or other
conditions significantly restricting the property.

No environmental assessment was available. No indications of hazardous
materials were noted on site visit; this appraisal assumes that the subject is
free of hazardous material contamination.

Utilities are generally available in the area from the following sources;
however, an engineering study would be necessary to determine if utilities
are available/sufficient for proposed uses:

Water: Tucson Water
Sewer; Pima County Wastewater
Electricity: Tucson Electric

Natural Gas: Southwest Gas
Telephone:  CenturyLink

Public Safety: Tucson Police Department
Fire: City of Tucson

The Loop improvements including parking area with ramada and restroom
facilities adjacent to The Loop (southern bank of the Rillito) the Rillito River
and northern bank Loop paved access trail to the north, a commercial (C-1
zoned) office complex to the west adjacent to Alvernon Way and R-2
zoned residential subdivision (Riverhaven, 373 lots) to the east, an
unimproved SR zoned site directly south with Davidson Elementary School
to the southwest (SR zoned).

SR (City-Suburban Ranch); This zone provides for very low density,
large lot, single-family, residential development and suburban ranch uses.
Uses that would adversely affect the open space, agricultural, or natural
characteristics of this zone shall not be permitted.

Development Standards for SR include: 144,000sf minimum site area
(maximum density), no maximum lot coverage residential, 15% for non-
residential, 30’ height, perimeter yard setbacks depend on adjacent
property uses.

As indicated above, the site is transitional between low density (SR) to
the south, higher residential density (R-2) to the east and C-1
(commercial offices) to the west. A very low density (SR) is considered to
have been left over from when the area was still in the county and before
significant development which has taken place; this density/use is not
considered to be appropriate for development of the site. From
discussions with John Beal of City of Tucson Planning and Zoning, there
is considered to be good potential (depending on end use/design) for
rezoning of the site to one permitting mixed use/commercial
development such as C-1 (Commercial Zone), which provides for low-
intensity, commercial and other uses that are compatible with

adjacent residential uses. Residential and select other agriculture, civic,
recreational, and utility uses may also be permitted that provide
reasonable compatibility with adjoining residential uses), or NC
(Neighborhood Commercial; provides for low-intensity, small-scale,
commercial and office uses that are compatible in size and design

with adjacent residential uses. Residential and select other uses, may

HENDRICKS APPRAISAL & COUNSELING



Site Analysis Conclusion:

Pima County Site 2021184,
4051 E Paradise Falls Dr, Page 14

also be permitted that provide
reasonable compatibility with adjoining residential uses).

C-1 dimensional standards (general) include: 36/ac residential density, 0
minimum lot size/site area, 70% maximum residential site coverage
(non-res 0), 25’ height-residential, 30’ non-residential.

NC dimensional standards (general) include: 8/ac residential density,
7,000 minimum lot size/site area (residential), 10,000sf non-residential,
70% maximum residential site coverage (non-res 0), 16’ height.

C-1 zoning uses and dimensional standards are considered to be most
appropriate for the subject site which is in a position to transition
between commercial, west, and residential, east; which John Beall also
opined.

The site is of reasonable size for mixed use development, 5.299 acres.
Though currently indicated to be FEMA AE, it is assumed a LOMR will
be accepted, removing approximately 2.9 acres from the flood zone;
remaining areas to the west and east restricted by drainage easement
and ingress/egress easement respectively, remaining AE. Current SR
zoning is considered to be a “hold-over” zone, not appropriate for
development of the site. The subject, in area transitioning from
commercial to residential, is considered to be appropriate for rezoning to
something such as C-1 that would permit mixed use development.

Real Estate Tax Analysis

The following information is available from the county treasurer’s office; there are no real estate taxes
due to municipal ownership, no special assessments indicated. The full cash values are for a parcel of
10.84 acres, which contains the subject site.

Tax Parcel 110-03-070B

FCV Land $114,000
FCV Impwt. $163,511
FCV Total $277,511
2020 Tax $0.00
Assessments None
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HIGHEST AND BEST USE

Highest and best use is defined by the Appraisal Institute in The Dictionary of Real Estate Appraisal, 6"
Edition, as:

The reasonably probable and legal use of vacant land or an improved property, which is physically
possible, appropriately supported, financially feasible, and that results in the highest value. The four
criteria the highest and best use must meet are legal permissibility, physical possibility, financial
feasi-bility, and maximum productivity.

Also implied is that the determination of highest and best use results from the appraiser's judgment and
analytical skill, i.e., that the use determined from analysis represents an opinion, not a fact to be found. In
appraisal practice, the concept of highest and best use represents the premise upon which value is based.
In the context of most probable selling price (market value), another appropriate term to reflect highest and
best use would be most probable use. In the context of investment value, an alternative term would be
most profitable use. The four criteria for the estimate of highest and best use that result in the highest land
value are that the use be, legally permissible, physically possible, financially feasible, and maximally
productive.

HIGHEST AND BEST USE, AS IF VACANT:

Leqally Permissible The site is presently zoned SR (City-Suburban Ranch); This zone provides for very
low density, large lot, single-family , residential development and suburban ranch uses; minimum lot
size is 144,000sf. The zoning is considered to be a “hold-over” zone established when the property
was still in the County and surplus flood zone land, not appropriate for development of the current site.
The subject, in area transitioning from commercial to residential, is considered to be appropriate for
rezoning to something such as C-1 that would permit mixed use development. C-1 dimensional
standards (general) include: 36/ac residential density, 0 minimum lot size/site area, 70% maximum
residential site coverage (non-res 0), 25 height-residential, 30’ non-residential.

Itis reported, this analysis is under the assumption, that Pima County will restrict development through
the RFP process, followed by development agreement, precluding residential development
(sfriapartment complex), office development (single or multi-tenant), preferring retail development that
is a fit with the public amenity (The Loop), as well as neighbors and the public accessing the site other
than by The Loop.

Physically Possible: The subject parcel is 5.299 acres, with moderately greater frontage on Paradise
Falls and The Loop than depth. Though currently indicated to be FEMA AE, it is assumed a LOMR wiill
be accepted, removing approximately 2.9 acres (center of the site) from the flood zone; remaining areas
to the west and east restricted by drainage easement and ingress/egress easement respectively
remaining AE.

It is reported that the 40 foot drainage easement is for off-site flow from the south to the Rillito River.
Landscaping and parking are potentially acceptable uses for that area depending on zoning setbacks
and off-site flows. There will be no need for detention on the site due to the proximity to the Rillito.
Retention is likely, but could be accommodated in the drainage easement and the Loop connection area
to the north. It would not compete for use on the elevated fill pad.

Utilities necessary for development appear to be available; though restricted due to the two easements and
AE flood zone, the site is considered to be physically suitable for mixed use development at typical
development density.

Financially Feasible: The financial feasibility of the subject site is market derived. The Tucson Metro
area, prior to the Covid-19 outbreak, was slowly recovering from the recent “great recession”; residential
real estate initially lead the way; though annual permits have stabilized and increased over the past
several years, they are still well below historic highs of 2004-2006 and remain below long term average,
home prices have continued to increase, most recently rather significantly.
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The following is from the Winter 2021 issue of Arizona Economy, published by the University of
Arizona Economic and Business Research center: the Arizona recovery continued in the third quarter,
although at a much slower pace than during the April-June period. The state has received a significant
boost from the CARES Act, with just over $40 billion in federal funds flowing to the state in the second
quarter. That supported taxable sales and boosted the recovery in retail trade, warehousing, and
transportation jobs. While construction employment rose modestly from June to October, housing
permits surged, rising almost one-third over the year in the third quarter.

The outlook for Arizona remains unusually uncertain and continues to be dominated by the pandemic.
The baseline forecast assumes that the outbreak recedes from summer highs, but remains elevated. It
also assumes significant federal stimulus in the fourth quarter of 2020. Under these assumptions, the
state is forecast to return to pre-pandemic employment levels by mid-2021. The pessimistic scenario
projects a slower recovery, with the state returning to its prior peak at the end of 2021.

Arizona added 55,600 jobs (seasonally adjusted) from June to October. Overall, the state has now
replaced 193,900 of the 294,600 jobs lost from February to April, for a 65.8% replacement rate. The
nation has replaced 54.5% of the jobs lost from February to April. Note that the state needs to add
100,700 jobs to return to pre-pandemic employment. If the state can continue to add nearly 13,900 jobs
per month on average, as it has since June, then employment will be back to pre- pandemic levels next
June. However, that may be a difficult pace to maintain, since over-the-month job gains averaged 6,200
during 2015-2019.

Arizona'’s personal income skyrocketed in the second quarter of 2020, thanks to the CARES Act. State
personal income rose 11.6% over the year, driven by a 62.2% increase in transfer receipts. Net
earnings by place of residence fell 0.8% and income from dividends, interest, and rent fell 1.3%.

According to estimates from the U.S. Bureau of Economic Analysis, the CARES Act pumped $40.2
billion into Arizona in the second quarter. The largest contribution came from the Economic Impact
Payments (Recovery Rebates), which added $23.4 billion to state income. Absent CARES Act funds,
Arizona’s personal income would have declined 3.8% (or -14.4% annualized) from the first to the
second quarter.

While construction jobs have weakened during the pandemic, housing permit activity has surged.
Preliminary seasonally adjusted housing permit data suggest that statewide total permits were up 25.2%
year to date through October compared to last year. Even so, house prices continue to rise at a rapid
pace.

The forecast for Arizona depends on global and national economic performance. The current state and
local forecasts rely on the October 2020 U.S. forecast generated by IHS Markit, which was based on
the following assumptions:

COVID-19 infections and deaths recede from July levels, but remain elevated. This creates stop-and-
go openings by states. A vaccine is assumed to become widely available in mid-2021.

The forecast includes current federal fiscal policy actions and assumes legislation enacting a
$300/week unemployment insurance supplement from October through December. Further, the
forecast assumes $270 billion in stimulus checks are disbursed in the fourth quarter of 2020. As of this
writing, it does not appear that this assumption will be met, which suggests that the baseline
projections may be too optimistic. (in December congress passed supplemental unemployment
insurance of $300/week and $600 stimulus checks)

Though the Federal Reserve has not set a date for tapering its purchases, in a January 27, 2021 press
conference, Fed Chairman Jerome Powell reiterated the Committee’s intent to keep interest rates low
until labor market conditions and inflation hit the FOMC's standards of maximum employment and
inflation moderately exceeding 2% for some time
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Tucson Retail Market:
The following information is from Costar market analytics:

Fundamentals have softened over the past year due to the challenges created by the pandemic. On
top of the rising competition between e-commerce and brick-and-mortar retails and national store
closures, actions to stop the spread of the coronavirus have put substantial pressure on retailers.
Before the onset of the pandemic, entertainment, and experiential retailers, commonly referred to as
"internet-resistant tenants," had been driving demand and supporting fundamentals. But last March,
these same retailers temporarily shuttered operations during the statewide stay-at-home order.
Restaurants and fast-food retailers were able to operate through delivery and pick-up only. While the
economy has slowly reopened, consumers have remained cautious, and some retailers are operating
at a fraction of their pre-pandemic activity.

Historically, rent growth has trailed the national average, and over the past few quarters, asking rents
have been stagnant. Landlords have worked with tenants that have struggled to pay the rent. Rent
growth is anticipated to fall negatively in the near term.

Tucson has not been a particularly liquid retail market, but sales velocity over the past few years is the
highest on record. Sales volume slowed substantially in 20Q2, but investment activity has picked up in
recent months. Demand is strongest for single-tenant properties. Although local players often
dominate the investment scene, the biggest trades in recent quarters have involved investors from
outside of the state chasing higher yields.

The following are key metrics from the Tucson industrial market compared to National indexes:

AVAILABILITY MARKET NATIONAL L. INVENTORY MARKET NATIONALL..
Market Rent/SF $17.894 $21.64 ¢ Existing Buildings 55254 1,043,571 4
Vacancy Rate 6.1% 4 51% & Inventory SF 554 M 11.6 B4
Vacant SF 3.4 M4 593 M Average Building SF 10K ¢ 112K
Availability Rate 7.3%3 6.6% 4 Under Construction SF 31.2Ky 459 M4
Available SF 4 M4 767 M & 12 Mo Delivered SF 180 K¢ 481 My
Sublet SF 117Ky 23.3M ¢
Months on Market 165 13.3 SALES MARKET ~ NATIONAL I..
12 Mo Transactions 225y 35,052 4
DEMAND MARKET NATIONAL .. Market Sale Price/SF $193 4 $213 4
12 Mo Net Absorption SF 249Ky (22.6 M) ¢ Average Market Sale Price $1.9M 4 $2.4 M4
6 Mo L.easing Probability 32.3% 32.7% 12 Mo Sales Volume $301 M4 $451 By
Market Cap Rate 7.0% § 71% 4
Leasing

The Tucson retail market has registered two years of negative net demand, and the near-term
outlook doesn't look much brighter. Before the pandemic, the market faced challenges due to
widespread national store closures that incited Tucson's weakest retail performance since the Great
Recession. Last year, a statewide stay-at-home order, a second wave of partial closures, and a pause
in tourism had reduced foot traffic and wreaked havoc on retail revenues. Some retailers, both national
chains and mom and pop stores, have closed their doors permanently. As a result, vacancies have
risen from 5.8% in 19Q4 to 6.1%.
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HIGHEST AND BEST USE, AS IMPROVED:

The subject site is unimproved with the exception of the paved road in ingress-egress easement
ieading back to parking for The Loop. The road adds value to the site above value of the site as
unimproved. Highest and best use as improved is thus considered to be retention of the road
improvement and eventual development of the remainder site (highest and best use as vacant
above).

VALUATION METHODOLOGY

In the appraisal of real estate, thrée methods of estimating value are often employed,.depending on the
characteristics of the property; they include the Cost Approach, Sales Comparison Approach and the
Income Approach.

The cost approach is a set of procedures through which a value of the fee simple interest is derived by
estimating a reproduction or replacement cost of improvements, deducting accrued depreciation from all
sources, and adding the value of the site as if vacant. This approach is particularly useful in the analysis
of a property that is new or nearly new, which is not significantly affected by any forms of depreciation, and
properties that are not frequently exchanged in the market.

The cost approach includes a site value typically based on sales comparison and site improvements based
on a national cost source or local construction cost bids. The subject is a largely undeveloped site, the cost
approach is not considered to be applicable to the subject analysis.

The Sales Comparison Approach is a set of procedures through which value is estimated by comparison
of the subject property to the sales of similar properties that have recently sold, making adjustments to the
sales for differences between the subject and the comparable property’s based on units of comparison.
The sales comparison approach is applied and considered to be appropriate as the sales provide
meaningful analysis of property similar to the subject in the current market.

The income approach is a set of procedures through which value is estimated based on the future benefits
of property ownership (income earning potential) of the property appraised. Rental income is estimated
based on analysis of similar market properties and/or the subject income stream from existing leases.
Incomes are reduced by expenses to the owner and net income is capitalized by either direct capitalization,
yield capitalization, or both. Properties of this type appear to be typically purchased for owner
use/development rather than for income earning potential, thus the income approach is not considered to
be necessary for credible assignment resuits and is not employed.
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SALES COMPARISON APPROACH

The sales comparison approach considers the recent sales of properties with similar use and
improvements to the subject. This technique is an application of the principle of substitution which affirms
that, when a property can be replaced with an alternative property of similar utility without undue delay, its
value tends to be set by the cost {o acquire such an equally desirable substitute property.

The sales comparison approach is the process of analyzing sales data of properties considered
comparable to the subject being appraised. The reliability of the sales comparison approach is dependent
upon (a) the availability of comparable sales data, (b) verification of the sales data and derivation of various
indicators of value, (c) the absence of non-typical conditions affecting the sales price of the comparable
sales, and (d) the degree of comparability of the sales to the subject and the extent of adjustments required
to make the sales equal to the subject.

Under the sales comparison analysis there are ten basic elements of comparison that will be considered
in sales comparison analysis; they include:

1. Real property rights conveyed
Financial terms

Conditions of sale

Expenditures made immediately after purchase
Market conditions

Location

Physical characteristics

Economic characteristics

9. Use

10. Non-realty components of value

Adjustments for items 1-5 above are made first if necessary, indicating an “adjusted sale price”. The

comparables prices are each then adjusted for differences in location, physical characteristics (including
use or zoning), economic characteristics and any non-realty components of value.

After adjusting the comparable sales prices to compare equally to the subject, the sales are reduced to
common units of comparison for further analysis. The units of comparison selected depend on the type
of property being appraised. The comparables have been analyzed on a price per square foot site basis
which is a common unit of comparison for properties such as the subject. The comparable properties are
then adjusted for locational, physical and economic differences as indicated.

A search of the Tucson area market revealed the following sales, considered to be most applicable to
this appraisal valuation.
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visibility sites appropriate for drive-through traffic use, is considered to be stagnant; adjustment for
market condition is not considered to be appropriate.

Location: as mentioned, the subject is in an area of transition from higher density, lower value property
in the central market to the foothills of lower density and greater property value. Comparables 1, 2 and
4 are considered to be inferior due to lower surrounding property median home values and resident
incomes, they are adjusted upward accordingly; comparable 3 is considered to have offsetting
influences, while inferior in surrounding demographics, it is in an area of superior commercial
district/use, not requiring adjustment.

Size; the subject and comparables re considered to be roughly similarly moderately sized property
appropriate for smaller mixed use/commercial development; no adjustment is considered necessary.

Zoning: comparables 1, 2 and 4 are all superior to the subject due to having zoning appropriate for
planned development; they are all adjusted downward. Comparable 3 required rezoning, similar to the
subject, no adjustment is necessary.

Use Restriction: As mentioned, the site is being analyzed presuming use restriction through the RFP
process, followed by development agreement, precluding residential development (sfr/apartment
complex), office development (single or multi-tenant), preferring retail development that is a fit with the
public amenity (The Loop), as well as neighbors and the public accessing the site other than by The
Loop. Highest and best use prior to this use restriction was considered to be a mixed use residential
(apartment or rental casitas) with small retail component on a northern portion of the site adjacent to
The Loop. Restricting the use to retail, given lack of significant vehicular traffic visibility is considered
to greatly restrict the number of users willing to take on risk of such a development. During the analysis,
I discussed potential development/demand with market participants including:

Andrew Sternberg, comp 1 listing agent and seller representative, who opined that value of the site may
not be hindered but it would certainly take an extended marketing period to find an interested purchaser.

David Baird, developer/purchaser of sale 3 reported that due to the lack of traffic visibility, he would not
be interested in the speculative acquisition at any price, unless he had a user in hand. Brandon
Rodgers, listing agent in the sale also opined that it would be very difficult to find a retail user interested
in the site due to the lack of vehicle visibility; users would be restricted to fast refreshment such as a
coffee shop, yogurt/smoothie, walk up food counter etc. rather than a dine-in establishment.

Steve Cohen, listing agent involved in sale 4, also on The Loop thought it would be virtually impossible
to find a retail user dependent largely on Loop traffic rather than vehicular visibility; “ it would be like
doing an industrial building without the ability to bring loading trucks to the site”.

Nancy McClure, retail specialist with CBRE opined that no one would be willing to take on the site, “you
couldn't give it away”. She mentioned that for some reason Tucson marketers don’t use The Loop as
a selling point, she appreciates The Loop and can’t understand why it isn't loudly heralded in marketing
efforts for offices, residential uses, etc, with access to it; she mentioned that mixed use retail such as
student housing around the University and Downtown and newer office developments with excellent
pedestrian linkages are sitting vacant; the subject site wouldn’t work.

Rob Tomlinson of Picor mentioned several times that he loves The Loop and the idea of retail being
offered for Loop recreationists. He would patronize such an establishment at the subject site,
envisioning stopping there with family during/after a ride likely once a month. But as we continued to
discuss and mention other establishments offering food/drink/services along The Loop, he also
mentioned the need for the goal/dream to intersect with market reality. In discussing the subject site he
continually mentioned comparable indications of market value that were residential uses. In the end, he
opined that the most that retail would have a chance of success would be on perhaps one acre at the
northern end of the site next to The Loop, the remainder of the site would not be appropriate for retail
use.
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Comparables 1, 2 and 4 are adjusted downward for this use restriction, limiting potential development
options, varying by restriction to uses anticipated; comparable 3 is similar in planned eventual use, not
requiring adjustment.

Improvements: the comparables have no improvements, whereas the subject site is improved with
paved driveway the length of depth along the eastern boundary. While the ingress/egress easement is
servient to The Loop recreationists, the subject site is nevertheless benefitted by the road. Each of the
comparable sales is therefore considered to be inferior and adjusted upward.

Site Utility: the subject is restricted due to a significant portion of the site to remain AE, even after
acceptance of LOMR, however, much of this area is within the two easements (drainage and
ingress/egress), which are beneficial to the site in some respects; further, as typical development
coverage does not approach 50% of site coverage, the restricted area is considered to be of relatively
minimal disruption in utility. Comparables 1 and 4 are adjusted downward for superior site utility,
comparable 1 to a lesser extent for its raw (ungraded) condition; comparables 2 and 3 overall are
considered to be inferior, comparable 2 for raw condition and comparable 3 for shape and power line,
are considered to be inferior and are thus adjusted upward.

Utilities: The subject and comps 1, 2 and 4 are believed to have had all utilities necessary for
development available. Comparable 3 is inferior and adjusted significantly upward due to sewer and
water needing to be extended from near the River-La Cholla intersection across the adjacent site to the
north (requiring easement), the sewer likely requiring a lift station.

Access/Exposure: The subject is an interior street parcel with little traffic visibility but has somewhat
uniquely greater visibility from recreationists utilizing The Loop. Comparables 1 and 2 are considered to
be offsetting, not requiring adjustment. Comparables 3 and 4 are greatly superior to the subject (while
also having Loop frontage) due to the subject use being restricted to retail though the having very little
vehicular visibility/exposure and the comparables having far superior traffic visibility and linkages, they
are thus adjusted downward.

Other (recreation): the subject and comparables 3 and 4 are on The Loop, considered to be a benefit
for recreational amenity as well as the ability to commute by alternative transportation. Comparables 1
and 2, not thus benefited, are adjusted upward.

Conclusion: the subject is considered to be bracketed by the comparables, Sales 1 having offsetting
adjustment and sale 3 net upward adjustment, comparables 2 and 4 net downward adjustment. After the
above analysis of comparable sales, a subject value at $1.15/sf, rounded to $265,000, is considered
appropriate.

Greater detail concerning the comparable sales and their adjustment when compared to the subject site is
available on the following grid:
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SITE SALES COMPARISON SUMMARY

Comparable Subject Comp 1 Comp 2 Comp 3 Comp 4
4051 NEC Palo
Paradise 6415 S 1100 S 5341 N La Verde,
Location Falls Fiesta Ave |Sarnoff Dr Cholla Corporate
Tax ID Number 110-03-70B 138-14-460 134-08-406| 101-13-015N| 140-07-008C
Sales Data
Date of Sale Current Nov-20 Sep-20 May-20 Escrow
Sales Price N/A $190,000 $195,000 $75,000 $700,000
Site Size (ac) 5.299 3.39 2.60 1.71 3.88
Price per SF N/A $1.29 $1.72 $1.00 $4.14
Property Rights (Interest) Fee Simple| Fee Simple| Fee Simple| Fee Simple| Fee Simple
Interest adjustment 0% 0% 0% 0% 0%
Financing Cash Cash Cash Cash Cash
Cash Equivalent Price N/A $190,000 $195,000 $75,000 $700,000
Conditions of Sale Average Average Average Average Average
Condition Adjustment 0% 0% 0% 0% 0.00%
Market Condition (Time) Current Nov-20 Sep-20 May-20 Escrow
Market Conditions Adj. 0.0% 0.0% 0.0% 0.0% 0.0%
Adjusted price/sf N/A $1.29 $1.72 $1.00 $4.14
Physical Characteristics
Location Avg/Good Inferior Inferior Offsetting Inferior
Size (ac) 5.299 3.39 2.60 1.71 3.88
Zoning SR (C-1%) C-2 C-1| SHtoCB-2 CI1
Private Restriction Retail None None None None
Improvements Paved Access None None None Nil
Site Utility, Flood Zone* 45.3% Raw| Raw, Drnge| shape, p-line Average
Utilities Average Similar Similar Inferior Similar
Other (recreation) The Loop None None None The Loop
Access Visibility Int/Loop Offsetting Offsetting Superior Superior
Adjustments
Location 0.0% 25.0% 10.0% 0.0% 20.0%
Size 0.0% 0.0% 0.0% 0.0% 0.0%
Zoning 0.0% -10.0% -10.0% 0.0% -10.0%
Private Restriction 0.0% -20.0% -50.0% 0.0% -25.0%
Improvements 0.0% 5.0% 5.0% 5.0% 5.0%
Site Utility, Flood Zone* 0.0% -10.0% 5.0% 10.0% -15.0%
Utilities 0.0% 0.0% 0.0% 50.0% 0.0%
Other (recreation) 0.0% 7.5% 7.5% 0.0% 0.0%
Access Visibility 0.0% 0.0% 0.0% -50.0% -50.0%
Net Physical Adustments Same| Downward| Downward Upward| Downward
Net Adjustment (Overall) 0.0% -2.5% -32.5% 15.0% -75.0%
Adjusted Comp Price / Ac N/A $1.25 $1.16 $1.16 $1.04
Subject Value ($/sf) $1.15
Subject Value $265,000
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Market Lease Rate Analysis

At client request, the following is an analysis of market rental rate for the site. Precise terms of a
hypothetical lease have not been provided; it is assumed that it would be a long term ground lease of
sufficient duration to justify capital building improvements, typically at least 50 years with rental rate
adjustments during the term and likely additional option term extensions.

The following sale/lease comparables indicate site capitalization rates from 4.75% to 10.00%, however,
most of the comparable sale rates are lower due to existing improvements that would be retained at the
end of the lease; further, most are superior significant traffic view corners or other locations that would be
in demand for national credit type tenants, indicating a lower cap rate than that reasonable for the subject
site.

Rob Glaser, industrial specialist with Picor has leased undeveloped sites and continues to offer a number
of such sites on a for sale or for lease basis; when asked how he determined asking lease rates, reports
that (for “yard” sites) he typically prices in the range of 8%-10% of site value with adjustment for location
and other peculiarities if any.

Terry Dahlstrom, a broker with the Volk Company, indicated that leases are generally written at a rate of
10%. He also indicated that sellers carrying back a first deed of trust will generally expect a rate range from
8.5% to 10%, depending on the terms of sale.

Jim Marian, broker with Chapman Lindsey, indicated that sellers carrying back notes on land sales
transactions will generally reflect a rate of return range from 8% to 11%, depending on terms of sale and
financial strength of the buyer.

Ben Becker, a land specialist with CBRE reports that he does not typically market sites for lease but repors
that he would anticipate 9% to 10% as a reasonable lease rate.

Andy Romo, broker and investor, indicated that the most recent ground lease he negotiated was 1993, at
the northeast corner of Speedway and Campbell to a Boston Chicken; the lease rate 10%. He also offered
the lease of a site on the south side of Grant west of [-10 to QuikTrip Convenience Stores and that prior to
the sale the purchaser had also investigated the possibility of a land lease. The rate of return discussed
was 8%. Mr. Romo reported that in his experience, the rate of return for a land lease is typically between
8% and 10%, depending on the credit of the tenant.

Bill Young, an investor with Horseshoe Management, indicated he would want a rate of return of 10% to
12%. If the tenant is financially strong and the value is at market, then the rate would be 10%, if the tenant
is financially weak and the value is low, then the rate of return would be 12%. Land contracts or first deeds
of trust that he carries back are typically at a rate of 10%. He indicated that he recently extended a land
lease to Wells Fargo Bank for property located on the west side of Campbell Avenue, north of Glenn Street,
basing the land lease on a 10% return to the land value, which he estimated to be $15.00 per square foot;
the parcel size totaling 65,489sf which indicates a total estimated land value of $982,000 (rounded). The
new land lease to Wells Fargo is at $100,000 for the first year with 3% annual increases based on a 10-
year term with two 5-year options. The lease rate reflects a rate of return to the estimated value of 10.18%
($100,000/$982,000).

George Larsen of Larsen-Baker Real Estate has been active in the sale and leasing of land for commercial
uses and is an active real estate broker in the Tucson market. Mr. Larsen indicated that he recently leased
a parcel of land located on Houghton Road and Golf Links Road to QuikTrip Convenience Stores, the
78,400sf parcel leasing at a rate of $129,000 per year. Mr. Larsen indicated that he based the lease rate
on a 10% return to value, or $1,290,000 ($129,000 / .10). This is equal to $16.45 per square foot for the
land. Mr. Larsen indicated that in his real estate experience, the rate of return for a land lease is typically
between 8% and 10%.

Jonathan Jump of Jump Real Estate Investments, has been active in the sale and leasing of land for
commercial uses and is an active real estate broker in the Tucson market. Mr. Jump indicated that he

HENDRICKS APPRAISAL & COUNSELING



Pima County Site 2021184,
4051 E Paradise Falls Dr, Page 38

recently leased a parcel of land to Valero for the development of a gas station/convenience store. The
land, located at Drexel Road and Houghton Road, totals 75,000sf and is leasing at a rate of $150,000 per
year. He related that he did not use a typical rate of return formula to estimate the land lease rate, but that
he is familiar with the industry standard rate of return being between 8% and 10%.

David DeConcini of 4-D Properties indicated that his company recently entered into two land leases. The
first at the northwest corner of Irvington Road and Benson Highway, the tenant QuikTrip; the rate of return
used for the land lease was 10% on a land value of $1,320,000, or $132,000 per year. The lease is for a
20 year period with 6-five year options. The second lease was with a Circle K, located at 6" Avenue and
Interstate 10. He indicated that the Circle K Corporation dictates a non-negotiable 8% rate of return for the
land lease, but that the land is valued at the upper end of the value range which had the net effect of
equaling a 10% rate of return to the lessor. The lease period is for 20 years with 8-five year options.

The City of Tucson leased a 3.3 acre site at the northwest corner of 22" and Interstate 10 frontage road
initially in April 2000 at the rate of 141,930, NNN with annual indexing at 2.5% or CPI, whichever is less.
The lease is for 55 years, terminating in 2055, with 6 additional 5-year options, renewal rates based on 9%
of site market value. The southern 113,692sf has been available for sub-lease, negotiable, however,
when asked about the asking lease rate, the broker reported a recent appraisal at $1,400,000 and
market lease rate of $112,000, NNN, 8% of value.

Max Fisher of Picor recently leased a 2.13 acre industrial site in northwest Tucson for 3 year lease. The
site was fenced and leased by a company with other operations in the area (thus considered to be
effectively an expansion). The lease rate divided by sales in the area indicating approximately $3.00/sf
indicate a site lease rate of 8.62%.

Nancy McClure of CBRE currently has a site at the northwest corner of Interstate 10 and Grant Road
available for sale or lease (now in escrow). The for-lease rate is based on 10% (however reportedly
negotiable in the range of 8% to 10%) land cap rate applied to the asking for sale price; the lease would
likely be for at least 50 years with additional option periods; indexing of 8% to 10% every 5 years.

Based on the preceding information and that retained in my files, a reasonable annual rate of return for the
site at 8% to 10% is considered to be reasonable.

The following are summaries of supporting leases and sales of land leased parcels.
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No Location Tenant/Use Date Price Ro SfSite  SP/SFSite Improvements Rem Term Indexing
SWC Kolb, 3.5yrs, 5- 15% every
1 Sunrise (6920 Wells Fargo Bank 12/22/2017 $1,269,500 4.75% 49,372 $25.71 3,487sf Bank Syr options 5yrs
NwWC
Tangerine & 13yrs, 4-5yr 10% every
2 Thornydale Chase Bank 1/12/2016 $2,850,000 4.63% 43,473 $65.56 4,182sf Bank options Syrs
12140 N Dove
3  Mtn Bifd Wells Fargo Bank 9/18/2015 $2,118,000 4.79% 31,355 $67.55 4,719sf Bank Unknown Unknown
NWC ina, Cam 12yrs, 7-5yr 1.5% every
4 DLTierra QuikTrip C-Store  11/30/2015 $2,300,000 5.44% 137,196 $16.76 5,618sf C-store options 5yrs
N/A; 2%
8980 E Tanque Woalgreens Drug 14,596sf Drug  75yrs, term GS, .5%
5 Verde Store 1/15/2014 $8,300,000 5.50% 135,001 $61.48 Store opt 21yr Prscp
SEC Kolb & Diamond 4yrs, 2-5yr
6 Valencia Shamrock C-Store  1/10/2014  $820,000 9%* 236,980 $3.46 3,282sf C-store options N/A
3650 W Fletcher's Tire 6,011sf Retail  20yrs, 4-5 10% every
7 Tangerine Rd Retail 4/23/2013 $1,275,000 6.47% 36,980 $34.48 automotive yr options 5yrs
NEC Ajo &
8 12th Ave Circle K C-Store 12/24/2012  $655,000 8.95% 15,625 $41.92 2,680sf C-store 5years N/A
NWC River & McDonalds Fast 3,699sf Fast 20yrs, 4-5yr 5% every 5
9 LacCholla Food 9/24/2012 $2,200,000 4.90% 57,265 $38.42 Food options yrs
SWC Oracle & 135,653sf 12yrs, 4-10
10 Limberlost Lowe's Retail 4/16/2010 $9,335,727 7.60% 367,385 $25.41 Discount Store yr options N/A
N/A Available Current
11 1306 W Grant  (2019) (listing) $619,000 10.00% 27,811 $22.26 N/A Available N/A Listing Negotiable
3700 E N/A Available Current
12 Speedway (2019) (listing) $1,200,000 8.50% 30,360 $39.53 N/A Available N/A Listing Negotiable
Leases
Location Tenant/Use Date Rate/Yr Ro SfSite Lease $/SF  Improvements Term Indexing
38413845 N
1 Highway Drive N/A Yard Jan-15 $24,000 N/A 75,000 $0.32 N/A 3years 4% per year
1795 W Ajo, McDonalds Fast 20vyrs, 4-5  10% every
2 SWCMission Food Oct-12 $77,000 5%-6% 29,480 $2.61 N/A yr options 5yrs
Einstein Bros Fast 15yrs, 4-5  15% every
3 4105 N Oracle Food Oct-12 $66,000 6%-7% 25,500 $2.59 N/A yroptions Syears
2475 W Placita
Desierto
4  Morado Arizona Pipeline Feb-19 $24,000 8.62% 92,783 $0.26 CL Fenced 3years 2%
7000 E 10yrsw 10% every
5 Speedway Pizza Hut Mar-19 $14,999 7.50% 14,047 $1.07 Paved options Syrs
NEC22nd / I- 53yrs, 6-5yr Ann CPl or
6 10 N/A Yard Apr-00  $141,930 9.00% 143,748 $0.99 N/A options 2.5%
NEC22nd / I- Current 36yrs, 6-5yr Ann CPl or
7 10 N/A Yard (listing*) $112,000 8.00% 113,692 $0.99 N/A options 2.5%

* reconciled
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STATEMENT AND CERTIFICATION OF APPRAISER

[ certify that, to the best of my knowledge and belief:

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

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

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

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

my engagement in this assignment was not contingent upon developing or reporting predetermined results.

my compensation for completing this assignment is not contingent upon the development or reporting of a

predetermined value or direction in value that favors the cause of the client, the amount of the value opinion, the
attainment of a stipulated result, or the occurrence of a subsequent event directly related to the intended use of

this appraisal.

The reported analyses, opinions, and conclusions were developed, and this report has been prepared, in
conformity with the requirements of the Code of Professional Ethics & Standards of Professional Appraisal
Practice of the Appraisal Institute. (C.S.R.1-1)

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

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

I have made a physical inspection of the property appraised and the property owner designated representative,
was given the opportunity to accompany me on the property inspection.

No one provided significant professional appraisal assistance to the person signing this report.

The use of this report is subject to the requirements of the Appraisal Institute relating to review by its duly
authorized representatives.(C.S.R.1-2).

As of the date of this report, I have completed the continuing education program ot the Appraisal Institute
(C.S.R.1-3).

I have performed no services regarding the subject property within the prior 3 years as an appraiser or in any
other capacity.

[ am competent to complete the appraisal.

If this report is in any way disassembled, reproduced, altered, or used in any other capacity than that made known
to the appraiser at the time of the request and stated herein, the appraiser is not responsible for this report and it is

invalid.
PAUL HENDRICKS REAL ESTATE APPRAISAL & COUNSELING

w97

Paul D. Hendricks, MAI
Arizona Certified General Real Estate Appraiser 30197

PAUL HENDRICKS REAL ESTATE APPRAISAL & COUNSELING

HENDRICKS APPRAISAL & COUNSELING



Pima County Site 2021184,
4051 E Paradise Falls Dr, Page 41

APPENDIX

1. Appraisal Assumptions and Limiting Conditions
2. Subject Exhibits and Photos

3. Consultant Qualifications
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LIMITING CONDITIONS AND ASSUMPTIONS
of Standard Real Estate Appraisal

(Consisting of the 23 Items Below and Others as Mentioned)

1. Information Used, Trade Secrets

The appraiser(s) shall not be responsible for the accuracy of any information obtained from the client or
any other source and used in the appraisal, subject to the due diligence provision of the Uniform
Standards of Professional Appraisal Practice. The appraiser(s) shall not be liable for any information or
work obtained from any subcontractor. It is strongly suggested that the client consider independent
verification of all factual data as a prerequisite to any transaction involving the purchase, sale, lease, or
other decision involving a significant commitment of funds affecting the subject property. The client
agrees that the appraisal produced pursuant to this agreement consists of “trade secrets and commercial
or financial information” which is privileged and confidential and exempted from disclosure under5 U.S.C.
552(b)(4) and furthermore agrees to obtain the appraiser(s) authorization before reproducing the
appraisal in whole or in part.

2. Authentic Copies, Changes, Modifications

The authentic copies of this report were delivered to the client; copies not coming from the client may
have been altered. The appraiser(s) reserve the right, at their sole discretion, and at any time, to alter
statements, analysis, conclusions or any value estimate(s) in the appraisal if facts pertinent to the
appraisal process and report which were unknown at the time of completion become known to the
appraiser(s).

3. Use of Appraisal, Limit of Liability

This report is intended solely and exclusively for use by the client. The sole purpose of the report is to
assist the client by valuation of the subject property. The client also acknowledges and agrees that some
of those involved with the assignment appraisal may be independent contractors and the client hereby
agrees not to hold the appraiser(s) liable for any acts of same. Notwithstanding anything herein to the
contrary, the client will forever indemnify and hold appraiser(s) harmless from any claims by third parties
related in any way to this appraisal.

The liability of the appraiser and affiliated business entities, its officers, directors, shareholders or
employees (hereinafter collectively referred to as appraiser) is limited to the herein named client only. No
liability shall extend to any third party, and the total amount of such liability shall in no event exceed the
amount of the fee actually received by the appraiser(s).

Third parties shall include, but not be limited to, general and limited partners of the client if said client is
a partnership, stock holders of the client if said client is a corporation, and all lenders, tenants, past
owners, successors, assigns, offerees, transferees and spouses of client. The appraiser(s) shall not be
held responsible for any costs incurred to investigate or correct any deficiencies of any type which may
be present in the real estate and/or real property herein appraised. Acceptance and/or use of this report
by the client constitutes acceptance of all limiting conditions and assumptions set forth herein.

4. Court Testimony

Testimony or attendance in court by reason of this appraisal, with reference to the property in question,
shall not be required, unless arrangements have previously been made.

5. Copies, Publication, Distribution of the Report

Possession of any copy of this report shall not authorize or empower the client or any third party with any
publication rights whatsoever, or with any authorization to use the appraisal other than for its intended
and stated purpose noted in the agreement and/or in the report. The physical report(s) shall remain the
property of the appraiser(s) at all times and appraiser(s) hereby grant the client permission to use the
appraisal report(s) solely for the purposes set forth. The client agrees that the payment of the appraisal
fee is in exchange for the analytical services of appraiser(s) and by the payment of said fee, the client
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has not purchased the appraisal report. With the exception of public disclosure indicated below, neither

all nor any part of this appraisal report shall be given, recited, published, copied, distributed, nor in any

way communicated to third parties in any manner, in whole or in part, without the prior written consent of
the appraiser(s).

This report has been prepared for Pima County and appraiser recognizes that the report will become
public record after review and will be available for review by the public upon request.

6. Confidentiality

All conclusions and opinions concerning the analysis as set forth in this report were prepared by the
appraiser(s) whose signature(s) appear on the appraisal report. No changes shall be made in the report
by anyone other than the appraiser(s). The appraiser(s) shall not be held responsible for any
unauthorized changes or such consequences as may transpire from unauthorized changes. The
appraiser(s) may not divulge the material contents of the report to anyone other than the client or his
designee as specified in writing, except as may be required by the professional association(s) of the
which the appraiser(s) are members as may be requested in confidence for ethics enforcement, or by a
court of law, or any other body with the power of subpoena. The appraisal has been prepared for City of
Tucson with the knowledge that the report will ultimately become public records and may be made
available for public review.

7. Measurements, Exhibits

The sketches, maps and photographs in the appraisal report are include solely for the purpose of assisting
the reader in visualizing the property and are not necessarily to scale. The appraiser(s) have made no
survey of the property and site plans included in the report are not to be considered as surveys unless so
designated. Any sketch or map in the appraisal report shows approximate dimensions and is included
for general illustrative purposes only. It is the responsibility of a qualified engineer, architect, or registered
land surveyor to show the exact location of the subject improvements thereon, existing or proposed, as
well as the measurements and areas of land and improvements. In the absence of a survey, the
appraiser(s) may have used Tax Assessor's maps or records or other maps provided by the client which
may or may not represent the exact measurements of the subject property or other comparable data
relied upon in estimating the market value of the subject property. Any variation in land or building areas
from those considered in the appraisal may alter the estimates of value contained in the report.

8. Legal, Title, and Market Value Premise

The appraiser(s) have no responsibility for matters of any legal nature affecting the property being
appraised or the title thereto; the appraiser(s) assume title to be good and marketable, and free of clouds
unless otherwise noted. No Title Policy or report has been furnished to the appraiser(s), unless so stated
in the report. The property is being appraised as though it were under financially sound and responsible
ownership with typical and competent management. The hypothetical sale referred to in the definition of
market value assumes adequate marketing efforts and exposure time normal for the property. The
appraiser(s) are not responsible for the accuracy of legal description.

9. Engineering, Structural Matters; Hazardous or Toxic Materials, Physical Condition

The appraiser(s) have inspected the land and the improvements. However, it is not possible to observe
conditions beneath the soil surface, or hidden structural, mechanical, or other components; the
appraiser(s) shall not be hold responsible for any defects in the property related thereto. The property
appraised is as though there are no hidden or unapparent conditions which would affect market value;
this includes subsoil conditions, potential flood conditions, hydrological and/or structural conditions. The
appraiser(s) are not responsible for such conditions or those engineering efforts which might be required
to discover and/or correct such factors. The value estimate assumes there are no defective property
conditions that would cause a loss of value. The land or the soil of the area being appraised is assumed
to be firm and otherwise satisfactory for building use. Although soil subsidence and the influence of toxic
material in the area of the subject and its environs is unknown, the appraiser(s) do not warrant against
this condition or occurrence of problems from soil (or toxic atmospheric) conditions known or unknown.

Unless otherwise stated in the report, the existence of hazardous material, substance or gas, which may
or may _not be present within, on or near the property. has been disregarded in the appraisal. The
appraiser(s) are not qualified to detect such substances as asbestos, urea-formaldehyde foam insulation,
radon gas, or other potentially hazardous material and/or substances which may adversely affect the
value of the property. The value estimate is predicated on the assumption that there is no such toxic
material and/or condition affecting the property that would cause a loss in value. The appraiser(s) are
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not responsible for any such condition and/or the engineering expertise required to discover any such
condition. The client is urged to retain an expert in this field, if so desired. Ali mechanical components
are assumed to be in operable condition and status standard for properties of the subject type. Conditions
of heating, cooling, ventilating, electrical and plumbing equipment are assumed to be in good working
order unless otherwise stated. Appraiser(s) are not responsible for the adequacy or type of insulation, or
energy efficiency of the improvements or equipment, which are assumed to be standard for the subject
property type. Unless otherwise stated, the appraiser(s) have not been supplied with a termite inspection
report or occupancy permit. The appraiser(s) shall not be held responsible for, nor shall the appraiser(s)
be deemed to have made any representations regarding any potential costs associated with obtaining
same or for past or present, legal or physical, deficiencies which may be found. Client further agrees
that the appraiser(s) shall not be held responsible for any costs incurred or consequences arising from
the need, or the lack of need, for flood hazard insurance.

10. Utilities

In the absence of a qualified professional engineer’s study, information regarding the existence of utilities
is made from a visual inspection of the site and review of available public information. The appraiser(s)
have no responsibility for the actual availability of utilities, their capacity, or any other problem which might
result from a condition involving utilities. Although public utility lines might be located adjacent to the
subject property, the capacity of these lines for any proposed development is not known. The respective
companies, governmental agencies or entities should be contacted directly by concerned individuals.
Unless otherwise stated in the report, utilities of all types are considered in the appraiser to be present in
adequate quality and quantity for the intended use or highest and best use of the property.

11. Legality of Use, Management of Property

The appraisal is based, unless otherwise stated, on there being full compliance with all applicable federal,
state and local environmental regulations and laws, that all applicable zoning, building, use regulations
and restrictions of all types have been complied with and, moreover, 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. The appraisal is prepared under the assumption that the property which is the subject of
this report is maintained and managed pursuant to prudent and competent ownership and management.

12. Component Values, Special Studies

The distribution of the total valuation in this report between land and improvements applies only under
the existing program of use. The separate valuations for land and building must not be used separately
and are invalid if so used. No environmental or impact studies, special market study or analysis, highest
and best use analysis study or feasibility study has been requested or made unless otherwise specified
in an agreement for services or within the report.

13. Inclusions.

Furnishings, equipment, personal property or business operations which may sometimes be considered
a part of the real estate, have been disregarded, unless otherwise specified and only the real estate is
considered in the value estimate. In some limited circumstances, business and real estate interests and
values may be combined depending on the specific situation and as determined by a written agreement.
Please see the appraisal report for further clarification.

14. Proposed Improvements, Conditional Value

Any improvements proposed, on- or off-site, as well as any repairs required, will be assumed, for
purposes of this appraisal, to be completed in a good and workmanlike manner according to information
submitted by the client for consideration by the appraiser(s). In cases of proposed construction, the
appraisal is subject to change upon inspection of the property by the appraiser after construction is
completed. The estimate of market value is as of the date shown, as proposed, and as if completed and
operating at the levels shown and projected or as otherwise indicated and labeled in the appraisal report.

15. Value Change, Dynamic Market, Influences on Market Value, Alteration of Estimate and/or
Analysis Herein By Appraiser

The estimated market value, as defined in the report, is subject to change with market fluctuations over
time; value is highly related to exposure, time, promotional effort, terms, motivation, and personal and
general economic and supply/demand conditions surrounding the offering. The value estimate considers
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the productivity and relative attractiveness of the property both physically and economically in the
marketplace.

The market value estimated, and the costs used, are as of the date of the estimate of value. All dollar
amounts are based on the purchasing power and price of the dollar as of the date of the value estimate.
The client hereby agrees that the appraisal report and value estimate are subject to change if the physical
or legal entity or the financial arrangements are different than that envisioned in this report or upon change
in, or discovery of, certain influencing market conditions or property conditions as well.

In cases of appraisals involving the capitalization of income benefits, the estimate of market value or
investment value or value in use, the client hereby acknowledges and agrees that such estimates are
intended to be a reflection of benefits which the appraiser(s) have been directed to assume as given, as
well as from the appraiser’s interpretation of income and yields and other factors derived from general
and specific client and market information. Such estimates are as of the date of the estimate of value;
they are thus subject to change as the market and value is naturally dynamic. The client agrees that
these types of appraisals are based on reasonable estimates and as such, will not hold appraiser(s)
responsible for any errors in the estimated values. The “Estimate of Market Value” in the appraisal report
is not based in whole or in part upon the race, color or national origin of the present or previous owners
nor upon the occupants of the properties in the vicinity of the property which is the subject of the appraisal.

16. After-Tax Analysis, Investment Analysis, and/or Valuation

Any “after” tax income or investment analysis and resultant measures of return on investment are
intended to reflect only possible and general market considerations, whether as part of estimating value
or estimating possible returns on investment at an assumed value or price paid; the client acknowledges
and agrees that the appraiser(s) do not claim any expertise in tax matters and moreover will not rely on
any information prepared by appraiser(s) which in any way relates to income tax matters.

17. Information furnished by Client and Third Parties

Any and all information furnished by the client and/or third parties is logically presumed to not only be
correct but complete, either in entirety or summarized as presented, and if there are no other documents
modifying the one or ones mentioned herein.

18. Federal Law OMB Circular A-129 & Bulletins 91-05 and 92-06 Amending Circular A-129

These require USPAP standards and practices be used under State certification and license programs
under Title XI of the Financial Institutions Reform, Recovery, and Enforcement Act of 1989 (FIRREA)
(P.L. 101-73) and OMB Bulletin 92-06 applies these USPAP to the 17 affected Federal eminent-domain
agencies subject to the regulations of the Uniform Relocation Assistance and Real Property Acquisition
Policies Act of 1970 (Uniform Act), as amended by regulations in 49 CFR Part 24. Agencies not subject
to the Uniform Act should follow the revised 49 CFR Part 24 to conform to OMB Bulietin 92-06.

19. Americans With Disabilities Act (ADA)

This act became effective January 26, 1992. The appraiser(s) have not made a specific compliance
survey and analysis of this property to determine whether or not it is in conformity with the various detailed
requirements of the ADA. It is possible that a compliance survey of the property, together with a detailed
analysis of the requirements of the ADA could reveal that the property is not in compliance with one or
more of the requirements of the Act. If so, this fact could have a negative effect upon the value of the
property. As the appraiser(s) have no direct evidence relating to this issue, possible or direct
noncompliance with the requirements of ADA in estimating the value of the property was not considered.
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20. Environmental

It is assumed that there are no protected species of plants or animals in, on, or near the subject property
other than any described in the report.

It is assumed that the site is not a cactus ferruginous pygmy owl habitat (defined by US Fish & Wildiife
as: Land below 4000 feet in elevation that has saguaro greater than 8 feet tall or containing a woodpecker
cavity) ironwood, mesquite, or paloverde vegetation (must be >6 inches in diameter). (note as of May
2006 the pygmy owl has been de-listed as an endangered species; however, there is ongoing litigation
seeking to overturn this de-listing).

21. Report Type

This is a Report which is intended to comply with the reporting requirements set forth under Standard
Rule 2-2(a) of the Uniform Standards of Professional Appraisal Practice. Supporting documentation
concerning the data, reasoning, and analysis is retained in the appraiser’s file. The information contained
in this report is specific to the needs of the client and for the intended use stated in this report. The
appraiser is not responsible for unauthorized use of this report.

22. Other Information for Readers

We recommend that if sewer or septic connection, or condition of same, is of concern to client or other
readers of this report, a qualified expert should be hired to inspect the system and perform appropriate
tests as he/she deems necessary. Further, if water source, status, possible toxic influences on air, water,
soil, or improvement construction material or condition of mechanical, structural or other systems or
components are of concern, an appropriate expert should be engaged as we are not experts in such
matters. The reader is cautioned that value is dynamic and changes with changing market conditions
over time. Subsequent sales, listings, and other market influencing activity may influence value after the
date of the value estimate. The value estimate is an estimate, not a determined fact.

23. Conclusion

Acceptance of and/or use of this appraisal report by the client or any third party reader or user, constitutes
acceptance of the above stated conditions as well as any other(s) stated in this report. The acceptance
of this appraisal report also constitutes acceptance of responsibility for payment of the appraisal fee
balance due and any costs incurred by the appraiser(s) in collection of same. Appraiser liability extends
only to stated client, not subsequent parties or users; any additional appraiser liability is limited to the
actual amount of fee received by said appraiser(s).

These Limiting Conditions and Assumptions are in conjunction with any form type page(s) of similar
nature in the appraisal report package; further, the reader is advised that certain comments in the report
may point out other specific assumptions and/or limiting conditions pertaining to this appraisal even
though an attempt has been made to summarize all limiting conditions and assumptions herein; the client
or designated user of the appraisal report should inspect the property and confirm factual information
before a final decision is made concerning the subject.

—end -
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CONSULTANT’S QUALIFICATIONS
PAUL D. HENDRICKS, MAI
4708 E. Scarlett, Tucson, AZ 85711
Voice & Fax (520) 325-6512
Email: PaulHendricksMAI@gmail.com
www. TucsonAzAppraisal.com

EDUCATION

Academic
Bachelor of Science in Business Administration, University of Arizona; Real Estate and Finance Major.

Valuation °

Appraisal Courses and Examinations: ) o
e Americans with Disabilities Act
e Standards of Professional Practice; A, B ) )

e Due Diligence/Environmental Checklist

e Standards of Professional Practice, C . . .
¢ Residential Appraisal Techniques

e Investment Analysis
¢ FEMA Flood Hazard

e Highest and Best Use, and Market Analysis ) )
¢ Arizona Appraisal Law

e Valuation Analysis and Report Writing

e Construction and Engineering Awareness
e Case Studies in Real Estate Valuation ) )

e Reviewing Appraisals

e Income Approach to Value and Capitalization o
e Small Residential Income Property

e Basic Principles, Methods 1A Appraisal

Appraisal Seminars e Hazardous Materials

e Appraisal Business Management e Litigation Valuation

e Critical Building Inspections e  Appraiser as Expert Witness

* Fair Lending and the Appraiser e Partial Interest Valuation; Undivided

e Residential Real Estate Econometrics e Land Valuation Assignments

e Commercial Appraisal; Lender Requirements e Residential & Commercial Solar
Valuation

o Uniform Standards Appraisal Federal
Land Acquisitions
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November 1995 - Present:
Real Estate Appraiser/Consultant, Paul Hendricks Appraisal & Counseling, Tucson,

Arizona

In November 1995, Mr. Hendricks again returned to his own firm which performs appraisal
and consulting assignments primarily in Arizona; he also works as an independent
contractor for other appraisal firms in the Tucson area. He continues to work as an
independent contractor with Hendricks, Vella, Weber & Williams, a California corporation
with assignments primarily in California.

1994-November 1995:
Senior Real Estate Analyst; The Dorchester Group, Scottsdale, Arizona.

In January 1994 Mr. Hendricks joined The Dorchester Group as a Senior Analyst. He has
provided consulting and valuation services on several complex real estate issues and
assignments for the firm which specialized in litigation support for it’s operations in Arizona
and California.

1986-1993:
Real Estate Appraiser/Consultant, Paul Hendricks Appraisal & Counseling; Tucson,

Arizona.

During this time Mr. Hendricks performed real estate appraisals and consulting for his own
firm as well as working as an independent contractor primarily for Swango Appraisal.
Appraisal assignments included a wide variety of property types including industrial and
retail, special use, apartment, motel. subdivision and land as well as residential propetties
and commercial appraisal reviews.

1979-1986:
Senior Real Estate Analyst, Swango Appraisal & Consultation; Tucson, Arizona.

Mr. Hendricks primarily performed a wide variety of appraisal assignments for residential and
commercial properties.

PROPERTIES

Property experience encompasses virtually all types, including apartments, retail
centers, industrial, offices, motels, special use properties and commercial appraisal
reviews. Clients include private, corporate, institutional, and governmental entities.

COMPUTERS

Mr. Hendricks’ experience includes development of specialized spreadsheets dealing with
anticipated income streams from tenant leases, analysis of various leasehold positions and
Discounted Cash Flow analyses and projections.
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PROFESSIONALAFFILIATIONS
e Member Appraisal Institute, MAI (Membership No. 7811)

e Certified General Real Estate Appraiser, State of Arizona (30197)

e President, Appraisal Institute, Tucson Chapter (1997)

e Vice President, Appraisal Institute, Tucson Chapter (1996)

e Secretary, Appraisal Institute, Tucson Chapter (1995)

o Treasurer, Appraisal Institute, Tucson Chapter (1994)

e Board of Directors, Appraisal Institute, Tucson, Arizona (1991-1993)

GEOGRAPHIC WORK/MARKET EXPERIENCE

Mr. Hendricks has completed real estate assignments and has market familiarity in Arizona,
California and Nevada.

EXPERT WITNESS EXPERIENCE

Mr. Hendricks will always sign appraisal reports and be responsible for analysis of the
appraisal problem, primary and secondary data research, selection and confirmation of
comparable properties, inspection and all analysis as well as defense of conclusions.

Mr. Hendricks has been qualified as an expert witness in Superior Court in Arizona and has
given depositions and testimony experience in bankruptcy proceedings, condemnation, and
other litigation. He has performed analysis for condemnor and condemnee parties.

SPECIAL PROJECTS

In Tucson, Mr. Hendricks worked as an independent fee appraiser for the City of Tucson
and Pima County in the condemnation, acquisition and negotiation of several large road
projects including Country Club, Alvernon and Speedway Boulevard, Golf Links, Wetmore
Road and La Cholla as well as condemnation for the acquisition of Central Arizona Project
pumping station sites.

In Phoenix, Mr. Hendricks is an independent fee appraiser for the City of Phoenix with
experience in appraisal of a variety of commercial property types for the Central
Phoenix/East Valley Light Rail Project.

Mr. Hendricks is under contract with Arizona Department of Transportation and has
experience in appraisal of a variety of commercial property types.

At The Dorchester Group, Mr. Hendricks has assisted in the analysis of the impact of the
Exxon Valdez Oil Spill in Prince William Sound, Alaska on certain real estate holdings and
litigation support for the U.S. Justice Department in relation to acquisition of and subsequent
development of Lake Pleasant. Consulting assignments have analyzed market rental and
effects in value from site contamination and soil subsidence.
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e Chapter 3.2 “Focused Development Investment Areas Element” identifies the Loop as falling under
this element and aspires to incentivize job creation; support healthy lifestyles and the Sonoran
Desert's unique identity as a world destination; lifestyle, entertainment and art districts that are
revenue generators; and support urban development with evolving mixed use areas. Goal 1(a)

(4), (5). (7), (10). Goal 2 focuses on improving quality of life through policies of infill development
to create higher density to support desirable services, increase the tax base, and integrating parks,
plazas, and other gathering places with shade - providing trees, and comprehensive landscaping to
provide places for community activity and interaction and to reduce the urban heat island effect.

e Chapter 3.3 "Open Space Element’, Goal 3, references the contribution that open space lands
make to the regional ecosystem, biological diversity, and cultural heritage. The project's signature
design incorporates open air park space and amenities side by side, appearing as an expansion of
the natural Rillito River Park landscape, rather than just another shopping mall development. The
project will highlight indigenous, native planting and include sustainable building systems such
as green roofs and porous hardscape design that will behave less like a series of conventional
buildings and more like the River Park itself.

e  Over 100 miles of shared-use paths have already been completed, and as stated at Chapter 4
(Physical Infrastructure), Element 4.8 (Trails Element), the County has prioritized supporting the
continued development of the Loop as a high quaility, integrated and multi-use trail system to
promote healthy lifestyles, economic development, and connectivity to a variety of destinations.

There is great potential to extend existing and dedicate new trails particuiarly in flood-prone areas in

the vicinity (east) of the Property and improve recreation areas that are available for use and enjoyment
of subdivision residents and the community. 4.8, Policy 3, 7, 10. The area to the east of the Property

is designated as County Urban Park in the County’s Regional Trail System Master Plan Map, Revised
Feb. 2015. Columbus Boulevard has been designated as an enhanced bicycle/pedestrian corridor
(EC002), connecting several neighborhoods to the Loop and Rillito River Park. The Project is very much
synchronized with the County’s goals of integrating the trail system and promoting the Loop as a regional
attraction promoting healthy lifestyles, active recreation, economic development and connectivity to a
variety of destinations. Element 4.8, Goal 2.

The Pima County Regional Trail System Master Plan states: “Today, the number of people using trails is
greater than ever, generating a need for more trail space within existing corridors. The new Master Plan
includes complete, up-to-date trail standards designed to meet the growing population and a multitude of
needs.” “The popularity of trails has been increasing for a long time and it appears it will continue to grow.”
The benefits of trails are myriad, including enhancing natural habitats, promoting exercise and community
heaith and fitness, tourism, economic development with top employers knowing that outstanding trail
communities offer higher quality of life, making it easier to attract well-qualified personnel.

“A few minutes or a few hours on a recreational trail helps relieve the stresses of modern life. Trails offer
terrific opportunities to spend quality time and interact with family members, friends, and neighbors. In
an increasingly busy world with seemingly endiess demands, trails provide an important mechanism to
reconnect with the most important people in everyone’s lives through recreation.”

Pima County’s Sustainability Plan

The project aspires to set a high bar for Sustainability, referring to the Pima County ‘Sustainable Action
Plan for County Operations’ and other nationally recognized charter documents that guide the team’s
design vision for Sustainability design. The building structures are nestled beneath landscaped roof
surfaces, which mitigate heat gain and are part of the water retention and control strategy. The design
is in many ways a restored habitat, extending the Rillito River basin landscape features onto the site.
Al building apertures are recessed and shaded by shade canopy structures. Building materials will be
carefully selected to meet and exceed LEED certification goals. With the health of the planet as a core
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pillar of Infinite Concepts, the developer will also develop a sustainability master plan for post-occupancy
operations to limit waste and minimize the operational carbon footprint as well.

Pima County’s Economic Plan

As set forth in the economic analysis below, this $25 million Project would stimulate economic development
in the near and long term, generating significant tax revenues and jobs from the substantial improvements
to the land. Four out of 10 Tucsonans live within a mile of the Loop which studies have shown increases
residential property values. The Loop has become a major visitor attraction and boost to the County’s
economy. According to the Pima County Economic Development Plan:

"For every dollar invested in The Loop, Pima County realizes $9.40 in economic benefit. Similarly, the path
has created 96 jobs for every $1 million spend in construction costs. This translates to more than 675 jobs
in Arizona and close to 90 percent of those, or 600 jobs, in Pima County.”

The Loap is an incredible asset for promoting tourism and has even converted tourists into permanent
residents and become a big recruitment tool for the County to attract companies like Caterpiltar and
Raytheon. The benefits of The Loop need to become a part of the branding effort for the region, not only
for tourism but for workforce attraction. The Project would expand partnership opportunities between

the Loop, neighborhoods and nearby businesses with complementary retail, restaurant and commercial
services and would increase the County’s ability to attract and retain the knowledge employees sought by
new/major employers in our region.

The major objectives of Pima Prospers are “to preserve and enhance the quality of life in Pima County;
support a healthy community where individuals can live, work, learn, and play; protect cultural and natural
resources and promote economic development.” The vision of the County in establishing the Loop network
in a decades long effort espouses the idea, “if you build it they will come.” We believe this submission
strongly demonstrates that the Project's and County’s economic and community goals and long term vision
are aligned.

ECONOMIC IMPACTS

Team member economist Sarah Murley, principal at Applied Economics has calculated the following
impacts from the development:

Summary of Economic Impact

City of Tucson County, RTA, Schools
Total Local
Property Sales Hotel Property Sales Tax Revenues
Construction Sales Tax S0 $427,303 $0 S0 $82,174 $509,476

Total Annual Revenues $33,681 $478,808 544,895 $377,267 $93,808  $1,028,458
Direct-Annual $19,576 $444,975 $44,895 $197,310 $85,572 $792,328
Employee-Annual $14,105 $33,833 na $179,957 $8,236 $236,130
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Local Market Trends

Phoenix and Tucson are gaining ground in national rankings for best places to live'2 and Tucson has been
listed a top 10 city with potential to thrive post-pandemic.’™ Data from Cushman & Wakefield’s Q3 2021
Retail Marketbeat reported a positive outlook with retail lease rates holding steady:'

“Retail investors have begun speculating on commercial property as internet proof properties that

include grocery stores, restaurants, medical services and/or salon type service businesses are especially
attractive. With interest rates remaining low and prices increasing, those who purchase fixed assets at fixed
interest rates will likely see rent increases in the future.”

As described above, there is demand for Loop-focused amenities and an unoccupied niche in the
immediate vicinity with no retail centers for approximately 1.5-2 miles in all directions.

Retail Rent Analysis

Retail comparables provided by PICOR principal and team retail specialist Rob Tomlinson are shown below.

Table 3

(6370 N.CampbellAve.  Paloma Village Center | 1,846sq-t [ $3245sqINNN
2840:2850 E. Siyline Dr. | Plaza Colonia qEOTsah | [S300sgANNN |
EQO E. River Rd | River Plaza }L3,100 sg-ft ‘ $35.00 sq-ft NNN !

73001 E. Skyline Dr.

| Fidelity Brokerage | 8,347 sq-ft { $35.00 sq-ft NNN |

i

Mr. Tomlinson provided the foliowing analysis:

* The Paradise Falis property is an ideal site for the ALIGN mixed use development. The Project will
incorporate retail, office, residential, lodging, and recreational uses and amenities. The Property is well
located near the base of the Santa Catalina Foothills in an area largely underserved by upscale amenities.
The location is central to the Tucson Metropolitan area and provides excellent access to both affluent
Foothills consumers as well as residents of upper end midtown neighborhoods such as Richland Heights,
El Encanto, and other similar neighborhoods. The site is just off Alvernon Way which is a major north/south
arterial that serves central Tucson and the lower Foothills and then extends (as Thornydale Rd) into the
Oro Valley area. Alvernon Way carries over 20,000 vehicles per day and nearby Fort Lowell Road carries
over 26,000 vehicles daily. The Property is on the “going home” side of Alvernon Way for consumers
heading back to the Foothills after work. In terms of access and appeal, ALIGN will enjoy a truly unique
location right on the Loop and wilt be one of the very few commercial destinations oriented to this popular
amenity. The inclusion of a bicycle shop as a part of the tenant mix will strongly enhance the linkage to
the Loop.

Local area demographics are very strong with an Average Household Income within a three-mile radius

of $71,514; 164% of the Average Median Income of Tucson, Arizona (US Census Bureau). Additionally,
poputation density is an estimated 88,790 persons living in that same three-mile radius. Daytime
demographics add additional strength to the Project with 49,368 employees (three-mile radius) that help to
drive daytime sales; especially food and beverage. And finally, total retail expenditure in this radius is
$1.15 biltion annually with educational attainment of forty percent of local residents having a bachelor's
degree or higher.

In terms of lease rates, the most appropriate comparable retail properties that compare to the ALIGN
project, are Paloma Village Center, Plaza Colonial, River Plaza, and Sunrise Corporate (former Gallery
Row). The reason for choosing these properties for comparison is that they respond to demand from the
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same consumer as ALIGN will appeal to. These properties lease in the $30-$35/square foot/year Triple Net
price range and are highly amenitized retail and office environments. All of the comparable properties have
similar income and demographic characteristics to the Project and ali of the comparable properties are
highly successful.” 1%

Key assumptions of the plan:

« Rent psf $35 NNN retail upon completion at time of operation. Current comparables support this
now. Assumes retail rates will hold steady and grow incrementally as investors have speculated
(see e.g., local investors purchase of La Encantada mall).

¢ Overnight Stay average daily rate (ADR) of $275 at 75% occupancy. Team member Visit Tucson
has shared that Tucson’s lodging experiences average ADR and occupancy of $115 and 60%,
respectively, so the team’s assumptions are dependent on a higher quality experience and
concomitant popularity and higher occupancy which we believe is demonstrated by the Project.

o Eventand F&B Net Income of $725,000. Team member and developer Infinite Concepts is relying
on its expertise as a hospitality operator for this key assumption. The design team estimates an
occupant load for the Property of 1,500 persons. Based on the Erman brothers’ metrics from
their Fourth Avenue venture (3,200 sqg-ft plus approximately 1,000 sg-ft of outdoor space), they
have extrapolated their revenues onto a larger footprint to arrive at this key revenue assumption.
Lenders, similar to publicly traded companies on SEC disclosure filings, sometimes require
borrowers to disclose the impacts of climate change on the resiliency of their operation. Similarly,
with the changes to retail brought by the pandemic, retail lenders are requesting resiliency
information regarding the potential impacts of future pandemics on the borrower’s ability to repay.
We note that in 2020, an Arizona Executive Order reduced bar and restaurant occupancy limits by
50% statewide. This Project would be well positioned to weather any future occupancy or social
distancing restrictions with its heavy focus on the outdoors and landscaped environment and
resultant high occupancy fimit.

o Wellness sector continued growth. The global wellness economy is a $4.5 trillion market
representing approximately 5.5% of global economic output in 2017.% it grew 6% annually from
2015-2017 {twice as fast as the global industry average) with growth of 35.1% projected by 2022,
reaching $5.6 trillion. Wellness expenditures are now more than half as large as total global health
expenditures ($7.3 trillion).

» Pima County and Tucson area growth. The region is steadily growing, and this key assumption
involves economic resiliency and resource sustainability. Like many out of state investors who
have flooded the residential and commercial real estate markets in recent years, we believe that the
region and economy will continue to grow, further cementing Tucson as a desirable place to visit
and live. The population growth within a 3-mile radius of the Property is expected to grow 0.7%
annually through 2026.

o Project resonance. This is perhaps the most important assumption of all: that the Project’s
environment and identity will resonate with Tucson and become a regional attraction in the
Southwest. We believe in the potential for ALIGN to gain recognition as a national destination,
similar to how Meow Wolf, an immersive art experience, has risen to become a top reason to
visit Santa Fe.
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Exhibit E
Form of Memorandum of Agreement

-document on following page-
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When recorded, return to:
Lazarus & Silvyn, PC

5983 East Grant Road, Suite 290
Tucson, AZ 85712

MEMORANDUM OF AGREEMENT

THIS MEMORANDUM OF AGREEMENT is entered into this _ day of _ , 2024, by
and between Pima County, a political subdivision of the State of Arizona (“County”), and Infinite
Concepts, LP, a Vermont limited partnership (“Developer”).

County and Developer have entered into an unrecorded 4051 E. Paradise Falls Dr. Development
Agreement dated (the “Agreement”) regarding rights and obligations through three phases of
project development on the tract of land owned by the County and located in the City of Tucson, Arizona,
which is more fully described on Exhibit A attached hereto (“Property”). The Agreement has a five-year
term and may be terminated at various times pursuant to the terms of the Agreement. As part of the
Agreement, County and Developer agree to negotiate and enter into a separate Purchase and Sale
Agreement, or Ground Lease and Purchase Option, pursuant to the terms of the Agreement.

A copy of the Agreement is available for persons having a legitimate interest in the Property at the
following addresses:

County: Pima County Administrator
115 N. Church Avenue, Suite 231
Tucson, Arizona 85701

Developer: Infinite Concepts, LP
¢/o Mark Erman
220 N. 4th Avenue
Tucson, AZ 85705
E-Mail: mark@inf.co

This Memorandum of Agreement is dated as of the date first above written.

SIGNATURES APPEAR ON THE FOLLOWING PAGES






COUNTY:

PIMA COUNTY, ARIZONA

By:
Adelita Grijalva, Chair of the Board of Supervisors

STATE OF ARIZONA

COUNTY OF PIMA

I HEREBY CERTIFY that onthis  day of , 2024, before me, a Notary Public for the state
aforesaid, personally appeared Adelita Grijalva, known to me or satisfactorily proven to be the person
whose name is subscribed to the foregoing Memorandum of Agreement, who acknowledged that she is the
Chair of the Pima County Board of Supervisors and that she has been duly authorized to execute, and has
executed, such instrument on its behalf for the purposes therein set forth.

Notary Public

My commission expires on





