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SCOPE OF THE APPRAISAL

Tha termn "scope of the appraisal” means the extent of the pracess of collecting, confuming, ard reporting data.
This scope encompassas the necessary research and anatysis reqquire< 12 prepars a report in accerdance with the
interded usa of the "Standards of Professional Practice” of the Appraisal [nstiute, and the “Uniform Standards of
Professional Practice™ of the Appraisal Fourdation,

The Appraisal Assigniment was 1o fumish your affice with an estimate of the market value of the keased fee interest
in tha subject property based upen the highest and best use as of the effective data of this appraisal. Usa Analysis
In this repart will reflect that in the opinion of the wiiters, the properly’s highest and test use s for continued
commercial wse as improved.

The effective date of this appratsal Is as shown in this report. Other information regarding the subject property such
as zoning, taves, and utiles was cbfained from appropriate government agencies in the Clty of Birmingham arkd
Jefferson County.

The Area Description was bazed on information available from the Chamber of Cermmerce, Bureau of the Cansus,
and Yocal professionals, as well as on information campiled wilthin the offices of Real Properfy Services, Ing, The
Medghborhood Dreecription was based on an inspection of the neighbroriood and dala that was researched by Real
Property Services, Inc.

Three approaches to value wefe considersd by the appraisers in the estimation of & meal praperty market valee for
the subject; the Cost Approach, the Sales Comparlson Approach, and the Income Appraach, In developng hase
approaches to valus, the market data used was collected by Real Propery Sarvices, Inc. bazed on our research
ard diecuzsions with real estate professionals such as realiors, purchasers andior sellers of properties, other
appraisers, and persons knowladgeable of the comparable properties used in analyzing the subject propesty,

After assambling the information and dafa defined in this "Scope of the Appraisal.” and applying 1t to the subject
property thraugh the approaches fo value, a final estimate of market value for the subject propertias was made.
This astimated market value for the subject property 12 25 noted within this appraisal report,
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35
HIGHEST AND BEST USE ANALYSIS

Highest and Best Use [s defined on page 171 of The Didjonary of Real Estate Appraisal, Third Editien, as
published by The Appraisal nsfitute as follows:

“The reasaonably probable and legal vse of vacant land or an improved property, which is
physically possitle, appropriately supported, financially feasibla, and that results In the
highest walue, The four oriteria the highest and best uze most meet are lagal
pemissibility, physical possibility, financial feasibility, and maximum profitability.”

Highest and best use of land or a site a5 though vacant is defined as,

“Among all reazonable, alfernative uses, the usa that yields the highest prasent land value,
after payments are made for Iabor, capital, and cogrdination. The uge of a property basexd
on the assumption that the parced of land is vacant or can be made vacant by demolishing
any Impeovements.”

Highest and best use of property as improved is defined as,

"The use that should be made of a propery a5 il exists. An existing property should be
renovated of retained &3 is 56 long as it continues to contribute to the tetal market value of
the property, or until the relum from a new improvement would mere than offset the cost
of demolishing the existing building and constructing a new one.”

in determining the Highest and Best Use, the primary test is to discover which program & future uiilization is
shie to devalop the highest net raturn on the land over a substankisl perlod of time. This type of highast and
best yee astimate is always developed from the perspective of potential purchaserisers who constifete an
achive market for the subject market.

AS THOUGH VACANT

Physically Passible:

Tha physical configuration of the property lends itsetf well to most ypes of downtovm anea developments. The
subject contains 7.000& square feet, which does Jimit the size of develupments the site could hardle, The sie is
sitable for most any typa of commarcial venture, such a3 a retail store, office building, o light industizst facility. The
only large-scale development that rmay overcome this size resiraint woul be a rniple level development, Cherali,
tha site is best sultabla for most any fype of develepment, but any lage-scale development st ke 2 mutbi-stony
davelopment,

*Reaf Property Services, Inc.



HIGHEST AND BEST USE ANALYSIS {continued) a6

Legally Permisstie:
The subject property is Zoned B4, Cenlral Business District, by the Clty of Birmingharn. This zoning classification
allows for most types of commercial uses with the irtert to provide areas for office, reted and sendcs.

Financially Feasibla:
The subject ares is considersd 1o be an the westem edge of lha central business district, Currenily, most uses in

the immediate area are retail in nature with sonse offices. The CBD has expanded In the past 5 to 10 years with
miariy buildfings in the downtows area being renovated. Mest buildings in the subjest Immediate area have yet 10 522
{hiw new demand. However, buildings loczted one 10 two blacks east of the sublect have experienced some of this
demand, As demand in the CBD and sumeunding neighborhoods comtimee, it could be assumed that the subject
area walld increase in demand as well.  Therefora, i is the writers” opinlon that the highest and best use for the
subject slte as though vacant would be for seme fom of commercial use.

AS IMPROVED

Phyaically Possible:

The subjsct improvements consiat of a v story faciity contsining 14,000k square feet of gross building area.
Approximately 7,000+ squara feet is cumrertly fingshed, all of which is on ihe grounst of first floor. The building was
built in 1900 and rencvated i 19898 according to tax records.  The first floer consists of low qualily refailfoffice
space. The second floar is keslcalty an unfinished shell, designed for oifice space.

Legally Parmissible:
Tha subject propesty is zoned B4, Centrad Businass District, by the Cy of Birmingham. Thiz zaning ¢lassfication
allows for most types of commencial us2s wilh the intent to provide areas for office, retail ard senice.

Financially Fegsibla f Maximally Producinee:

It is the writers” opéinion that the subject's improvements contibute substantially to tha valua of the site. Due 1o the
layaLt of the two-stary Buitding and e subject neighborhoed, the main bse would be for Etail use on e flrst floor
will office or storage uses on the second flecr. Moest buildings in the immediate arza consist of ground floor retail
space. Above grow flper space is eilher used for offices if fAnlched or storage if this abowe ground space (s
unhinished. Therefore, 1t iz the writers opinion that the kighest and best use as improved would be for continued
commercial Lise,
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ESTMATE OF REASONABLE EXPOSURE TIME

Implicit in the definifion of market value is that adequate time for exposure to the market has occurmed predating
tha sffective date of the appralsal. [0 order 1o determing the appropriate exposure time for {he subject propenty,
it i= necessary to consider market eenditions, and the highest and best use of tha property.  An estimate of
reasgnable exposure time is confingent on the assumed use of the properly and the value range considerad. It
iz the wrilers’ opinion that the highest and best use for the subject would be as continued commesclal use. n
addilian, the value range for which this estimate of reasenabls exposure time [= ¢onsiderad are the value ranges
discussed within the valustion section later in this report. it is possible that a shorter exposire fo the market
would result in 2 lower value than reported herein.

in order to estimate a reasonable exposure time inherent in the value conclusions teached in thiz report, the
writere considered the number of similar properties available on te market in the sublect neighborhood, As
discussed, the subject arza of ita neighborhood has not seen the Incraazes in demand that cther sections of tha
CBD have seen in the past. This is highlighted by the fact that rental rates in the area have been stagnant for
20me time with ftle to no increases. Thers have been some sdles of buildings, but most have been located
further to the sast of the subjsct  Therefare, 1t i= the writess' opinion that a exposure lime of 12 to 24 months
would be required for $he subject property at the value level reparted herein, This exposure time is implicitly
assumed to have gacurred prior to the date of appraisal, and appears bolh reasonable and market orented.
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38
EST!MATE OF REASONAELE MARKETING PZRIOG

Similar to tha concept of reasonable exposure time is that of a reasenable marketing pericd.  The significant
difference, however, is that the marketing period is an estimate of a fufure period of time that active markeling
would likely be required in arder to realize the value for the subject properties concluded hereln, Exposure fime
was a histarical eatimate that s assumed to be implicit in the value conclusions reached below,

The estimated exposure time and marketing perind can vary depending ¢n anticipated changes in market
conditions which woild impact the ftiure oflented estimate of mankeeting perod bul would not be incorporated in
the historical data used to estimate the exposure time.  While the information presented above is a good
starting polnt for an estimate of a reasonable marketing peried for the subject properties, it is not sufficient by
itgelf. [m addition to thiz histerical data, the writers have considered anticipated changes in market comditions
which would influence the reasonahle markeling peried for the subject property, a3 well as cohsulted |
knowledgeable markat participants in the area. As staked, the subject is located on the western edge of the
CBD. As demand grows throughout the daowntown market, it would be reasonable to assume that the subject
area will benefit ass doos the rest of the neighhorbood, Therefore, it is the writers” apinign that a easonable
markating perod for the subject property would best be estimated to be in the range of 12 to 24 months baming
any unforeseen changes in market conditions.

| Real Properly Services, inc.



THE AFPRAISAL PROCESS

The appraisal process is a systematic analysis of the fadtors that bear upon the value of real estate. itis an arcleyly
program by which the problem is defined, the work necessary to solve the problem iz planmed, and the data
acquined, classified, analyzed and intespreted inte an estimation of @ real properdy market value, Three basic
appeaisal approaches are used by the appralser in the astimation of a real property market vates:  the Cost
Approach, the Sakes Comparizon Approach, and (he Income Approach.

Tha Cost Approach is based on the propostion that the infemned purchaser weould pay ne more than the cost of
producing & subsfitute property with the same utiffy as the subject propery. It & mest applicable for new
impravements, This process requies that the site baing appraised be comparad with salas of similar vacant parcels
in crder o arfive at an estimate of site value as of the data of the appraisal. The replacement cost of the
impovernents is then estimated, From this replacerment cozt, estimated depreciation from all sources it decucted
in cmder o amive at an estimate of the indicated present worth of the improvernents.  This indicated deprecated
improvement value is then added to the indicated site value to give: the ectimated market value of the property by
iz approach.

The Sales Comparsan Approach is based on an analysis of sates of similar recently sold properias in order to
dorive an indication of the mest probable sates prices of the preperty being appraised. Current lisfings are also
somefimes anatyzed as they tend e sat the upper Amit of he value range in any market, Thesa properties are all
comparead 1o lhe subject property on tha basis of sevasal key criteria inchiding size, kecalion, quality of construstion,
land-to-busilding ratics, time, and conditions influencing the sale as weadl as alher factors, to the extent that sich
factors afe refevant. The differences in the data are analyzed, and adjustments are made to result in an indication
of market value from this approach.

By way of the Incama Approach, anticipated benefits (dollar incerme or amenities) to ke cerivad from the cwnership
of the property are comverted Into a value estimate. This approach is widely applisd in appraising incame produsEg
properties whetaby anticipated future income andfor reversions are discounbed to a present worth figure throwgh tha
discounting process. The appralser is primariy concemed with the future benefits resulting from net income which
is the net result affer deduciing expensas and vacancy from potential gress income. The specilied net cperating
incoime |s than projected and discounted together wilh an estimate of the reversionary value of he property In order
to amive ot a valus indicatien for the subject property through this appreach.

Upon completion of the three approaches, the appraiser generates a final value ostlmate by reviswing the
quality of all of the data developed and ulilized in the three approaches to vales, In the final reconciliation, the
appraiser considers all of the differences among the data and the three approaches fo make = datermination
as to the most applicable and suppertable consideratlons to amive at the final valya estimate.

i Real Property Services, inc.
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THE COST AFPROACH

In this appraach, the land is valued “as if unimproved” on the basis of comparison with simifar tracts of land recertly
<ald in tha =ame markat aree. To this is added the estimated replacement cost of the subject improvemeants, less an
estimate of avonred depreciation from all sources, This summalion results in an estimate of value by the ot
approach. The subjact building was onginally constructed in the 1900’ and renovated in 1888 according o the
Jaffersan County tax records. The Cost Appreach is most applicable for new facilities with little or no deprecation
having occumed. The difficudty in measuring deprecigtion for a building the age of the subject i= what makes Lhis
approach less desirable, Therafore, the writers have nol seraldered the Cast Approach applicable in this Instance.

ESTIMATE QF SITE YALUE: Tha subject praparty was compared to severat other lracts of similar vacant lard which
sedd between the years of 19911984, Adjushments wera then made 1o fhe =alss prices ficated for these
comparable sites to batter equate these indications 1o the subject property. After these adjustmeants were made, &N
aetimate of the site value of the subject property was derived based on lhese indications.  The transactions invekvirg
sites which were considered the most simifar to the subject properdy arg sumonarnzed in the table below, foflowed by a
discussion of the adjustments required, ard an esiimate of the: value of ihe subject site. More complete dedzils
refated to each s3la are attached as an addendurn to this repornt.

—*_Hea.f Property Services, Inc.



THE COST APPROAGH [continued} 41
LAND SAL ES COMPARISON CHART

Sale Sale Physical Size SP
# Data Location | Characteristics {SF) Per SF
1 31 Superior Sirnilar 4, D $10.00
2 692 Superior Inferios 7.500 %7.00
3 1784 Superior Superior 5,000 §12.00
4 A1 Inferior Superiag 10,000 $6.50
5 1105 Enferior Slmiar F 0K 400

The first factor considered was markef condifions at Bme of sala. The sales ootumad from March of 1381 to
January of 1985. There was o data availabie to directly compare for purposes of estimaling a fime adjustmernt. All
dfferences are exprained by other fackars. Therfore, no adjustment for time was censiderad necessary.

Alt of tha sales wena reportedly am's kerpth wansactions.  The indicated prives are in line wilk other sales, and the
motivation of the buyers and sellers is rot considered to have unduly influenced the transactions in this inslance.
Therefore, no adjustments were made for this factor.

The naxt factor considered was location. The subject parcel fs located at 1672-1674 3™ Avenue North. The subjsct
has frontage aona 37 Avenue North and an alley b the rear of the subject. Sales 1, 2 and 3 ara all located on 2
Awenue North, but in higher demand aress. The kighest demand areas in the neighborheed start on 207 Street and
sontinue to 22 Strest. Therefore, Sales 1, 2, and 3 are considered superor and require a dowrmward adjustment.
Salos 4 and 5 are letated in more industriallzed areas rather than commercial. Therefare, both of thess sates wers
considered inferor reguinng an upward asdjustmant.

The next factor considered was physical characteristics. The subject as a level topography and sits level with rees]
grade of 3™ Avenue North. The subject is an inferor site In the 1600 Block of 3™ Avenue North. Sales 4 and 5 alse
have level topographies and ave also interior lots of a typleal downiown city ock,  Therefore, Sales 1 and 5 are
considered sinndar in terms of physical characteristics and require no adjustments, Sales 2, 3, and 4 wene level sites
like: the subject, but wese comner sites and nol intenor. Therefore, these sakes are considered superior and require a
desrmvard adjustment.

The next factor corsidened in equating the sakes to the subject property was sze. Typically with vacant commensial
proparties, & langer slte will tend to sefl for less ona per unit basls than an otherwises similar smaller site. This is due
o a concept known as mamginal ity which considers the fact that increases in slza do not always lesd o
propartional increases in the overall utility of a site. The sublect contains 7 000+H- souare foet. Sales 1, 3, and 4
were gl signiflcantly soaller sites than the subject.  Therefors, these sales were considened to be superior and
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THE GOST APPROACH {continued) 42

required = downward adjustment. Sala 2, 4, and § cortaln between 7,000 arid 10,000+ square fest. Thisis Ina
compelitve size range of the subjects site size. Thercfore, these sales e comsidered samilar and requine no
adjustments.

The next and final factor considersd was whether or not the: site was mpraved with paving or any structures. The
subject “as vacart” would be a cleared, |evel Iof with no fype of Improvements. Sales 1 and 3 were improved with
paving at the time of the sale.  Therefore, these sales are considersd superier requiring dowrward adjushrienls,
Galez 2, 4, ard 5 wane considersd similar requirng no adiustments.

After considering all adjustments and the salas as they refate to the subject, the sales provided a range of
Indications from about $5.00 1o $9.00 per square foot. Tha writers concluded that the Sales 2 and 5 shoyld have
the most reliance placed upon them as they neuired the least amount of adjustments.  After analyzing and
considering each of the sales as it relates 10 the sublect property, it is the wiiters” opinion a market value of about
$7.00 per square foot appears appropriste for the subject tract. Based on the indications ard dlscussion above, it is
the writers' apinicn that the market value of subject tracls as of the effective dats of this appralsal is best estimated
ot 549,000 or sey  $50,000:

$50,000
(7,000 5F X £7.00/5F)

_*’Real Praperfy Services, inc.



SALES COMPARISON APPROACH

The Sales Camparison Approash, of Market Data Approach, is the methiod of estimaling market value wherehy tha
subject property [s compared with cormparable propesties that have recenthy koon sod, based upon the highast and
best use analysis previously indlcated within this neport. One premise of tha Sales Campanson Approach is that the
market will detarming a price for the propaty belng apprmized in the same manner that it detenmines prices of
comparable, competitive properties.  Essentially, the Sales Comparison Approach is a systermatic pocedure for
carmying cut comparative shopping.

Thea first step in the Sales Comparison Appreach s to make a thonough research of sales ihat would bwe: omslclerad
somparable to the subject property.  Within the Sales Companson Appraach, the wiiter considersd supply and
dernand, balance, substifution, and cther applicable considerations to retall faziifies. The sales listed, as well as
others, were considered and prindpal nits of comparison were safected for usa in the valeation process of the
Sales Comparison Approach, The sales given the greatest cansideration [n this approach to value are shown in e
addends of this neport

Imprﬂ'u'ed Zales Map
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SALES COMPARISON APPRDACH [continuad) A4

IMPROVED SALES COMPARISON CHART

BALE SALE LOCATION . Land . Swe .-
O# DATE - To  Cualiy&Cond. (sFp - - PricSE
- Build. : e
1 &rad 1701 47 Ave N 51 Supetior 12,600 $19.84
Supericr Sinilar
2 792 2109 3% Ave N &1 Superior 7,550 $22.25
Supegior Sirndar
3 12492 1804 M Ave N 5H Superior 10,000 %18.50
Supericr Sirailar
4 12054 2118 2 Ave N S Irferier £,000 $10.42
Superiar Sirnilar
g 5196 22 3 Ava N 5B Inferiar 7,000 $10.71
SupeTios Similar

These are the most recart sales of which the writer ane aware involving similar retallioffice facilties in the subject
arez These sales are consldered the most appropriate for comparlson to the subject,  Several factars wers
considered appropriate for consideration in this fstance, and these Include [ocation, size, and quality and condition.
Prik to adiustment, the slles ranged from $10.42 to $22.25 on a par square foot basis,

Tha first factor consldered was market conditions at time of sate. The sales cocumed from June of 1881 ko August
of 1996. Mo adustmert for time appears to be indicated by the sales presented.  Differences in price an all
explained by other differencas, Therefore, no adjusiments wers made for s factor.

All of the salas were reportedly am's length transactions. The Indicated prices are in line with other sales,
howaver, and the molivation of the sellers is not considerad t0 have unduly influenced the transactions in this
instance. Therefore, no adjustments for conditions of sale were considered necessary for the sales.

The nest factor considered was location. 0 terms of commerdalfretall properties, location is malnly based on
exposyre and access o the market. The subject is an [nterior uikding located on a major thoreughfarz in the
selbject neighbortiood on the fings of tha Central Business Disfcl. AS previously discussed, the subject is located
on the western edga of the neighborhood. Many areas to the east of the subject have exparienced new demard n
the pagt. This has been in the form of renovations of older buildings and some new development The subject area
is stil sorewhal stagnant at this time. Sales 1 and 3 are on the subject's side of 207 Stieat Nasth, howeer, these
twio sales are choser to the GBD and ane conslderad supernior in terms of location than the subject. Sales 2, 4, and 5§
are located on the opposite side of 207 Street Morth, whish is fn an area that is more developed. Therefore, 2l ihe
sales were considered superior in terms of fecation and all required dowrward acdjusiments.
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SALES COMPARISON APPROACH {continued) 45

The next facior congidered was five qualty and condilicn of the sales. The subject bulkling was conslrcied in the
490 and renovated in 1988 according to tax records. Howaver, the subject contains 3500t =quare feat of
finished area in the buikding, The entine 2™ floor of the subject 5 unfinished space. The cther 3500+ square feet on
the ground flaor is open spase used for a photegraphy sfudio and s nol sonsidered to be fully finshed area. Al the
sales wera buitt in similar e frames ard are considened similar in tams of quality. Sale 1 was renavated after e
date of sale, but was still superior ta the subject at the time of sale. Therefore, Sale 1 is consldered 1o be suparior 1
the sibject and requires a dowrmaard adjustment  Sales 2 and 3 cortain maore finfshed area than the subject and
also are superior in lemms of condiben to the subject,  Therefore, Sales 2, and 3 are also considered superior
requiring dowrmwvard adjustments, Sales 4, and 5 are bolh older buildings aerd wera inferior for the subject at the tme
of the sale. Bolk these buldings required major Therefare, Sales 4, and S wese considered infierior requinng upward
adjustmernts.

The pesxt factor conaidersd was the andHe-bullding ratio.  Land-to-buiMing ratios are calculated by dividing the
amourt of land area by the amount of building area. This helps idertify the amount of excess land that may be
utilized for expansion, parking or whatever may be needed.  The higher the ratio the more exgess land availahle,
The subject has a ratio of 5 based on the tobal gross building area of the subjest, This is common in e
downtown market as most mulfi-story sales have ratios of kess than 111, Sales 1, 2, 3, and 4 all have .51 lard o
bullding ratios, which are in a competiive range with the subject. Sale 5 has a land 1o hullding ration of &M, which
iz alzo considersd within a competiiive range of the subject. Therefare, all of the sales are considersd simifar and
require no sdjustrments.

The last factar considered was the =ize.  The subject contains approximately 14,000+ square feet of gross
building area. The market has shown that smaller size faciliies demand a higher par 2quare foot price than
farger ones and vise versa, Sales 1 and 3 are in a competitive size range with the subject, and were therefars
congiderssd similar requiing no adjustments, Sales 2, 4, and § are significantly smaller than the subject,
therefore, these sales are considered superiar requinng downward adjustmants.

After considerning all adustments, the price per square fool ranged from $10.42 to §15.87, The wiiters exzminad all
the sales thoroughly and conclude that sales 1. 4 and § were congidered to be competiive with the subiect with
salas 2 and 3 supporiing the valus conclusion below as wedl,

E I Real Properfy Services, Inc.



SALES COMPARISON APPROACH {confinued 4B
Considering each sale as it relates 1o tha subject propesty, | [s the writers' opinien that 2 value indlcation of 31250
per sguara foot, wolld be most approprate for the subjact property indicating 2 valua of $175,000, Tharefora, it is
ihe writers' opinion that the best estimated value by the Sales Comparison Approach is as follows:

175,000

(34,0001 St x $12.50/3F)
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INCOME AFPROACH

Income-producing properies are typically purchased for investment purpases, and fram the tnwvesfor's point of view,
eaming power is e criicai slement thal effects the property’s value. One essential valua premiss is the higher he
eamings, the higher the valug, Aninvestor who purchaszes income-producing real estate is essentially trading a sum
of presert doflars for the right o neceive iubee benefits. The subject property would qualify as an income-producing
praperty, derving income threugh the leasing of the office and storage Space.

The assignment was 10 provide your office with rental values for each year 1292-1497 a8 wall as property valuatiors
for 1193 and 1997, Tha review of the leasas you provided included severa! that apparently were never exected
and wa are not abke to determine if the rents were paid. As an example, fhere were five leases starling in TS for
one yaar. Actording to a letter dated Novamber 3, 1335 fram Me! Bums to Jobir Moo, the anly tenant at that e
that was paying rant was American Ball & Bonding Company. He staked thet three other leases had been secured
but the only one that seems to be acfivated was for the Wiliamzson Photo in side A The cument tenant In =sida B
appears ko ba a job placement company that pays $1,500 per month or $15,000 per year for the |éamer part of 2ide B
{3,500+sf) and the total upstairs (7,000+). This amounts to an average of $1.71 per SF for the 10,5004 =f
Wiliamsan Photo peys $1.20 per SF for the space they cocupy in side A,

Chur review of the rental market in the area comes from Mr. Charles Parmish of Wails & Company who handles most
of this type of propery in the market area as well a5 an interview of local tenarts. Eath indicate that the mrital
parieet in this areg has been stagnant for years and that there have been no rentsl increases. Existing tenants have
becon able to keep the 2ame raks.

The praperfies in the area rent on a per space instead of a per SF basis. This s dus to several factars, Including the
quality of the space, wia made improverments to the space (the tenant or the cwnerl, the fecation, ot However, a
urit of measure has 1o ke defermined ard for pupozes of this report, a per 5F basis has been made. Hents in the
area vary widely due to location. The closer to 20" atreat, which is the main business disivict, tha higher the rent.
This is refiected in the mmap on the following paga that shows the range of rents in each area,

Following tha map is a chart showing the rents in the area as well as the rental information for e subject. As can
be zeer on the chart the rents vary by location as well as olher factors. Rentals 15 & 16 are e most simitar to the
subject, however, | understand that the tenants rmade improverments o their cost and the cumant ez reflect that
position. The subject is partially finished and falls more i fine with the existing rent in sice A a3 well as side B, In
miy opinkon, a fair rent for Ihe years 19821897 would be §1.70/5F for the entire building. This would preduca 2
Gross Potantial Income of 523,800 (14,000 of x $1.70 = $23.80¢0.

—*Rea:' Property Services, fnc.
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INCOME APPROACH {continued) S0

Vacancy and Credtt Loss: The property is currenty leased to two tenants on the grounc floor with secand floor
vacant 2t the effective dates of this appraisal. Due to the location of the propery and the lime estimated that &
wousd take 1o lease the propesty [Fvacant, @ 10%.

Effactive Gross ficome: Effective Gross income is calculated by sublracling e estimated vacancy and credit lass
amourt from the Potertial Gross Income.  Thevelore, the tolal effective gross income for property is calculated to be
$21,420,

Estimate of Operating Expenses: The dafly expenditures required to maintain the building in an operable condifion
are considensd first in this analysis. The expenses incumed by the landlord are listed below as follows.

ﬁhriag&mem: Professional management comparies within the Birmingham area have historically ¢harged a
management fee of batween 2% and 8% of Effeclive Gross Income. Due o the mulliple tenants and type of leass
a management fes of 5% is estimated.

Taves: The actual kxes for the subject property were discussed eadler |n fhis report. The wiiters based the fax
amounts on these figures and estimated laxes plus any adoiions! fees 19 be in the range of $2,500 per year. The
tax was higher in 1983 but was redused. A buyer wowld consider the lower taxes in all years.

Insarance: A insttance expense of 5010 per square foot has been estimated based on estimated expenses from
comparable properies. This is considened reazonable and is market justified and indicates an expenza of 1,400,

Repairs and Maintenance: This expense is for exteror maltensnce and repairs incheing Ihe foof.  Comparable
data indicsted an annual expense of .05 per square foot. This indicates a total expense of 70 per year. This i%
considensd to be market suppored.

Total Expenses: Based on ther preceding estimates, an estimate can be made for tha tofal expenses assoclated
with uperating the subject property.  This finure for each year, when deducted from the estimated affective gross
income results in the projected net operating income for the subject property.  This can be convarted into an
estimata of ihe value of lhe property by means of direct capilalization.

Estimate of Net Operating Inceime: The projected net operating income results from deduching fotal expenses
from tha estimated effective gross ingome, The effective gress income has previousty been estimated at $21,420.
Decucting the estimated expenses of $5,671 indicates & net operating income of $15.7448.

Esfimate of Valve by Capitafization Rafe: The first step In the direct capitalization technique is fo estimate an
appropriate capitalization rate in order $o translate the net rentad rate figure estimated abova into an indicabien of
valug for the subject property as a whols.  Since there wera no sales indicating an ovarall capitalization rate fOAR),
an aftemate rmedhod was applied to use other market informalion to develop a capitalizalion rate. This iz e band-
ofdinvestment mortgage aquity technique, which takes a weighted average of pravailing debt and equity rales In the
maErket o 2miva at 2n estimated overall capitalization rate.  For the subjedt property, a loan to value ratlo of about
75t would ba considesed appropriste. A market ofenfed mortgage rate 1o 2 qualified buyer of about 3.5% would be

i Real Property Services, nc.



INCOME APPROACH {continued) C

most appropriate o a 15 year erm {dus to the age of the property), Indicating a morigage congtant of 1182 this IS
tha debt component. A market orented equity dividend rate of abraut 10 is estimated for the subject property. An
estimated overall capitallzation rate can be caloulated from these terms. These cakeylations are shown Intha chart

below.
Band of Invastment: Mortyase / Equity Method
Emrcr! Bookmark rot defined. Radquired Weightad
Componant Proportion Raturn Return

Dbt (75%, 15 year [oan) .05 182 a8ar
Equity 25005 006 oA50
3T
Say
11.25%

Conclusion: Due to the age of the property and the large amount of vacant space it is the wiiters apinion an overail
capitalization rate n the rangs of 11.25% would be approprista. A chart showing the direct capitalizalion process is
shown an the following page.  The indication of value by the Income Appreach by way of divect capitalization is
producad by dividing the met operating income of $15,745 by the eslimated overall capitalimtion rate.  This direct
capitafzstion technique produced an estimated market value of $139.991, Thersfore, it is the wiiters' apinicn that
the market value of the subject property a5 of the date of appraisal is best esimated by way of thi Incorne Approach
to be:

$140,000

E i " Real Property Services, Inc.



INCOME APFROACH [gonfinued) EZ
EIRE{:T t.":.hEﬁ'ALEA! 10N TECHHIQLE

Potertial Gross ngome

4,000 3F @ $1.70/5F 23,800
Vacansy
Leas 10% 52,280
ECGil 721,420
Expeonces
Managerest 5% 51,071
Taxes 52,600
Insurance 51,400
Repairs ard Maimntensnca 700
Total Expenses o571
Net Operating Income 15,748
OAR 11.25% $139,991
Exlimated Yalug 5140,000

—*_Real Fraperfy Services, inc.



53
RECONCILIATION

Two indication of the market value of the leased fee interest in the subject property have been esiimated based on
the three approaches fo vahe, To summarize, lhese ars:

Cost Approach Mot Applicatla
Sales Comparison Approach 175,000
incoma Approach 140,000

i order to amive at a single estimate of value for the fea simple estate In the subject propesty, it is necessany to
consider each of e approaches to value and to analyze their strengthe and wesknesses,  The following
paragraphs summarize this analysls.

The Income Agproach to value ls considered applisable to the property. Rents wens anahred for the subjedt as wall
a= the market area. Therefore, (his approach was considered particularty applicable In s instance and wag givan
substantial welght in the final estimation of value.,

The Sales Comparison Appreach s also considered a good approach to value In lhis instance. The writers weate
able 1o lecate several properties that have sald in the recent past These sales were dizcussed with appropriate
adjustments made when necessary 19 befter refate the salas o the subject propesty. It iz thee weriters’ apinion that the
adiustents made 1o e sales were reliable. Thersfore, strong oomsideration of this approach has therefore been
given in the final value estimate.

The Cost Approach is Wypically usad for buildings that have been recaptly constructed and have fittle ko mo
depreciation. The subject facilty is an vlder building that has been partially renovated =ince that time. 1t would be
difficult to estimate e exact amount of dapreciation that wolld be associated with the subject bulkiing has wall have
bt aldar structurs features and newer intesior finishes, Therefore, the writers have considerad the Cost Approach
not applicable i this ivgtance

Thesefore, basad on the analysis contained in this raport, and the factors dissussad above, the wiiters' have given
primary consideration to the Incomea Approach and Sales Comparison Approaches to value. Bazed enthig, it is the
writers’ opinfon thai the market value of the subject property as of the effective dates of appraisal is best estimated
at:

OME HUNDRED FIFTY THOUSAND DOLLARS
{$150,000]

i: Real Froperfy Services, Inc.
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Property Ldenfificafion
Record ID

Property Type
Address

Eocadon

Tax 1T

Sale Data
Granfor

rantid:

Lale Date

Deed BookPage
Recorded Flat
Froperty Rights
Comditions of Sale
Financing

Bale Price

Land Frata
Zoning
Topography
Dilifres
Bimzessions
Ehape

Parking
Flood Info

Eaml Size
Gross Land Size
Front Footage

Indicators

Bale Price’Gross Acce
Sale PriceGross 3F
Salg Price/Froot Foot

Remarks

LAND SALE NC»-. 1

169
Commereial, Commercial

213 22nd Street Morth, Birmingham, Jefferson County, Alabatia

Birmingham CBD
22.30-1-02%-004 000

Mila B. Hendon
Eobert L. Crook, Jr
March (4, 199]
IQYRGE

Lot 50 Block 33 Bham
Fer

Arm's Leagth

Cash

£40,000

B4, Cromaercial
Lyl

Al

40 ¥ 140
Rectanglar
Pawed

M

0,002 Acres or 4,000 SF
40 ft 22nd Strect ™

435,587
F10.00
B1.000

Site is 4 interior parcel on 22nd Sereet Notth, Improved with paved parking Jot.



Property Ideniification
Record LD

Property Type
Addoss

Location
Tax ID

Sale Tkata
Grantor

Grantee

Sale Drate

Deed Book/Page
Property Rights
Conditions of Sale
Finzncing

Sate Prige

Land Data
Lonng
Topegraphy
Utiditics
=hape

Flood Info

Land Sire
Gross Land Sine
Fruni Footage

Iniliczsbors
Eala Price/Greoss Acre
Sake Price/Gross SF

Renmarhs

LAND SALE NO, 2

L
Commercial, Commercial

Pareel 1 - 3rd Ave M. Parcel 2 - 215 Stpect N, Bietningham,
Jefferson County, Alabamwa

CBOC
22-36-2-012-006, Part of 18 & all of 13

Resalution Trust Corp (RTC)
blasscy Building Parnters
Jung 19, 1092

43167758

Fee

Ami's Length

Cash

552,50

B4, Commercial
Ll

All

2 rectanpular lots
M

0172 Acres or 7,300 8F
A0 f 3od Ave ™

304,03
37.00

Sale of nro seperate tracis in same block. Firstractis & 50 x 100 on Ird Ave M. The second
tragt are part of two adjacant teacts located on 2 Lst Street Nogih,



Iroperty Iilcnification
Record T

Property Fype
Address
Lowratkn

Fax I

Sale Dala
GEranior

Grantee

Sale Tate

Ireed BookPage
Propesty Rights
Conditicns of Sale
Financing

Sale Price

Landd Dala
Zoning
Topography
Utiliges
Dimensions
Shape

Flnud Info

Laml Sre
Gross Laod Size
Front Footage

Indicators

Bale Price’Gross Acte
Sate Pricedzross 5F
Sale PriceFront Fool

Remarks

LAND SALE NO. 3

Tl

Commeraial, Commercial

2170 5rd Ave N, Birmingham, Jfeffersen County, Alabama
CBD

22-36-1-041-015.000

AlLC Garber {Trustce)
Cook's Pest Control
Jaouwary 19, 1954
D501/8604

Fea

Arm's Eength

Cash

340,00

B-1, Commercial
Lol

All

38 % 1400
Rectanmiler

[]4]

0,115 Acres or 5,000 SF

150 ft Tatal Feontage: 50 fi 2nd AveW; 100 f 22nd Strect W

$522,73%
F12.00
400

Site was improved with paved parking lot.



Proparty Identification

LAND SALE NO. 4

Recorit 1D 172

Properiy Type Commercial, Comimnercial

Address 1421 Tth Avcoue Morth, Birmingham, Jefferson County,
Alsbama

Eoeation CED

Tax I 22-351-017.00]

Sate Dhaia

Grantor Edward W budd

{rrantee Alzbama Properby Company

Sale Date Aprii 29, 1994

Dl Book/Pape 4059327

Froperty Rights Feo

Conditions of Sale Armm's Lemgeth

Financing Cash

Bale Price F65, 0040

Land Naia

Foning M-1, Light Induvzteial

Topography Level

Trakibes All

Shape Squate

Fload Info No

Land Sire

ross Land Size (230 Acres or 10,000 SF

Froat Footape 200 ft Tota] Frontage: 100 ft 7th Ave N; 100 fi I5th Sirect N

adicators

Sale PricefGross Acre £283 138

Sale PricefGross 5F 56.50

Sale Price/Front Fiut F3258

Remarks

Eolz 3 and 4 Block 39 Birmingham, APCO purchase of land in CBDy arca.



Properiy [dentification
Record 1D

Froperty Type
Mlilress
Locatios

Tax D

Sale Data
Girantor

Graniee

Sale Dale

Deel BanlTage
Froperty Rights
Conditions of Sale
Finzacing

Salc Price

Land Dat=
Foning
Topography
THilities
Dimenslons
Shape

Ficod Ink;

Land Sixe
Gross Land Sine
Eroat Foofage

Endicators

Sale Price/Gross Acre
Eale Price/Gross SF
Sale Prico’Froat Fool

marks
Tmterior lot.

LAND SALE NO. 5

173

Commarcizl, Commercial

1400 4ih Ave M, Birmingham, Jefferson County, Alabama
CED

22-36-2-043-002.000

Wikliany 8. Pritchard
Cly View Mg, Company
January 02, 1985
G044 5

Fes

Arm's Length

Cash

F23,000

M-I, Light [ndustriz]
Lavel

All

50 x 140
Ecctangular

Mo

0.161 Acres or 7(00 5T
S0 04k Ave M

$174d, 258
$4.00
$560



Properly Edenlificatinn

Record ID
Property Type
Address
Location

Tax IID

Sale Data
Granier

Gramte:

Salte Drate

Deed BookiPage
Property Rights
Conditioos of Sale
Financinzr

Bale Price

Land Data
Land Sisx
Front Footaze
Zoafag
Topography
[Hilities
Dimensions
Shape

Flood Info

Ceneral Thysical Data
Brilding Type

{zros5 8F
Coastroction Type
HYAC

Stoxies

Year Built

Coaditon

Location

Indicators
Sale Pricezross SF
Fleor Arca Ratio

Land fo Bodiding Ratio

Romarks

Purchase of older boilding

IMPROVELD SALE NO. 1

153

Comumercial, Offce

1701 4th Ave Nortk, Birmingham, Tefferson County, Alabama
CRD

22-36-2-034-006

City of Birminghat
Heory L. Penick
Jupc 03, 1524
HIE482

Fes

Arm's Length

Cash

F250,000

0,145 Acees or 5,300 3F

185 ft Tolzl Frontage: 45 0t 4th Ave N; 140 0 17th Smreet N
E-4, Commereiad

Leswel

All

45 x 140

Bectangutar

Mo

Multi-tenant, Cfce
13,644

Concrete Block
Typical

2

1525

Fair at time of Sale
CBD

£10.84
2.00
0.50:]

that was renovated after sale for atorney offices on second floer and

retail on first. Purchase was of shell buifiding. $150,000 spent for upgrades.



P Identificati
Reeocd 1D

Froperty Type
Address

Lawadipn
Tax ID

Sale Thata
Grantor

Gramtes

Sale Drate

Deed BookiPage
Fruperty Rights
Conditions of Salke
Fmancing

Sale Irice

Land DNata
L.and Size
Front Footaps
Taning
Fopography
Thlities
Shape

Fiood Info

treneral Physicat Data
Building Type
Gross 5F
Construction Type
Roof Type
Fonadaiion
HvAC

SHories

Year Built
Conditien
Location:

Tadicatars

Sale Price/Gross SF
Floor Area Fatio

Land to Building Katic

Remar

Lot §, Block 84, Birminghent

IMPROVED SALE NO. 1

153
Commereiak, Office

2109 3rd Avenne North, Birmingbam, fefferson County,
Alabama

CDB
22.35-2-002-11

RTC

Curtis Gopdon, et al
Tuly 06, 1992
43281368

Foe

- Arm's Length

Cazh

F163.0M

0,115 Acres ge 5,000 5F
53 ft Ird Avenue Nocth
Commneecial

Lewel

All

Regular

None

Single tenant, Offree
350

Conerete Block

Flat

Slab

Typical

2

1925

Fzir

CBD

§22.25
1.51
0.66:1

This i5 & typical Z-story office Building purchased for renovation for attorney offoes.



Property Fdentification
Record ID

Froperty Type
Address

Lamation
Taz H»

Sale Data
Grantor

Grantee

Sale Date

Deed Book/Page
Property Rights
Conditions of Sale
Finarting

Sale Price

Eam] Thata
Lanf Size
Front Footage
foning
Topography
Tilidies
Shape

Flhml Info

General Phivsical Data
Building Type
Gross 58
Constroction Tyje
Roof Type
Foundation
HYAC

Stories

Year Bult
Conditicn
Laocation

Indicatars

Sale Price/Gross SF
Flonr Area Ratic

Land to Buflding Ratio

Renmarks
Map # - 42 M15-2

This i the sale of 3 typical two-story office building i the CED, but locatsd on the outer frimgs

of the: neighborhoed.

PAPROVED SALE ND. 3

156
Commercial, Office

1801 3rd Ayenea Morth, Birmimgham, Jellferson County,
Alaberan

CBR
2= 36-2- 020002000

The Leasing Corporalion, Inc.
Birminghatt Landmarks, InefAl. Theater
December L4, 15%2

4441707

Fea

Arm's Length

{"ash

F185,000

115 Acres or 5,000 5F

100 £t 3rd Avenue Nord; 50 & 1$th Strect North
Conurerncial

Lewvel

Al

Ergular

Mone

Singls fepant, Office
LE 000

[ECTET Y
Flat

Slab
Typical
2

14920
Farr
CRD

f18.50
2.00
0.540:]



TIMPROVED SALE NO. 4

Identifization

Reconl ID 138

Property Type Commersiel, Office

Address - 211% 2nd Avenue Nortly, Birmingherny, Jeffesson County,
Alsbama

Linativn CBD

Tax I 22-36-1-041-011.000

Sale Thata

Grantor Harpld E. Roberis, etal

Granbee Prenaburg Investmremts LLOC

Sale Dhate December F4, 1904

Deed BoalFage 04 14/5%73

Property Rights Fee

Conditions of Sale Arm's Length

Financing Compass Bank Momgage for $30.000

Eale Price £52,500

nd Drata

Land Sire 0030 Acres or 3,300 SF

Froaf Fogtage 23 ft 2nd Ave ™

Zoning B-4, Commercial

Tapography Level

Lleilittes Al

Dimensions S0 140

Shape Irregular

Flood Tnfo Mo =

General Physical Data

Bullding Type Single tenant, CHfice

Gross 8F 6,000

Cansbruefion Type Birck

Roaf Type Tar and Gravel

Foundation Elab

HVAC Typical

Stories 2

Yoar Builf 1924 renovated in 1995

Condition Fair t¢ Average

Lacation CED

Indicators

Sale: Price/Gross 5F 51042

Floor Ars Rado L.71

Land fo Building Rafio 05811 s

Remarks

Property was purchased and renovated after purchase for usc as office space.



Property hientiffcation

Record IE
Froperty Type
Property Name
Addres
T.ocation

Tax [E}

Sale Data
Gramtor

CGranice

Sale Date

Deed BookFage
Property Higints
Conditions of Sak
Financing

Sale Price

ml Dats
Land Sive
Fromt Hootage

Topograplry
Thilifes
[Npansions
Shape
Flood Inlp

Geperz] Phesical Data

Buiking Name
Building Type
Gross 5F
Roof Type:
Fomdation,
HVAL
Stories

Year Bkt
Condition
Loation

Indicators

Sale Price/Gzioss SF

Floor Area Ratio

Land to Baiiding Ratio

Ry

IMPROVED SALE N(. 3

139
Commercial, Office
Madory Ofitices

2412 Ipd Ave Nerth, Birmingham, Fefferson County, Alabama

CBD
22.36-1-025-007.000

Louie Reese, I, ¢l

Richard Wzloy and Steve borgan
Sarpust 27, 1925

A5180/7905

Fee

Azn's Length

Cash

573,000

0.080 Acres or 3,500 5F
25 ft 3rd Ave N

B-4, Commercial

Level

All

25w 140

Bectangular

Mo

Maloy's Offices
Single tenant, OffTce
FALLL

Brck

Tar and gravel

Zlab

Typical

2

1811 Benovated 19601957
Fair to Average
CBD

—

F10.71
2.00
0.50:1 #

Office located across o Red Cress Building on eastern edge of CED.



Six Offica Pork Glrefe, Suite 120 o Souely Fourth Streat

Birmingtam, Alnbame 35223 Gedsdom, Alabadns 5301
Fhano: [MIE) £794573 Phone: (205 547-204.2
Facsimia: {205 3734530 Facsimilg: {305) 547-B434

aimal: bape@ErpRory.conm Intarnet URL: M psifyw . rpEGrY, GO smail: psEpEery.com

T, Wfulizn Skinnar, 4Il, MAI, $RE - T, M2ndeld Tidfrron, MAIS
Jiwaph F. Zkinnar * R. Seole ARsN
Maoizy 3. Karr Tarrl A, Ricla

Liray 5, Ka

REAL PROPERTY SERVICES, INC.

FrotEssiopal FEAL ESTATE ANALYYS, Valtlainion & CoUNSEUNG

REAL PROPERTY SERVICES, INC,

FROFESSIONAL REAL ESTATE ARALYSLS, Warlia 1o oF COHWSELNG

Qepabear 4, 2000

Mr. Ean Kellnar

Committee of Standard of Offlcial Condoct
HT 2 « The Capital

Washington D.C. 20515-5328

RE: Typpgraphical Errgr
Amorlcan Trust Building
18121814 3 Avenus North
Blrmingham, AL

RPS FILE # 29006

Cigar Mr. Kallner:

Thig fetter is 1o informm you that there was 3 typographical emor in the original report that was previpushy sent to yor, {fln
Page 1 — Summary of Facts and Concluzions undéar the Fair Market Rent it should read 1614, and hat 1813, This was
a typegraphical amar on the writers part, and we apologlze for any incwivenience.

it any athar assistance is noedad, pleasea foe! free to contact us at Real Propony Sovices, inc.

dn Skinnar, Nl
ma Gartifind Generol Reol Proporty Appretear #G000TG

TS ek

%Eeaﬁ Froperty Services, inc.



