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June 6, 2018

The City of Pensacola

Attn: Eric Olson, City Administrator
200 East Government Street
Pensacola, Florida 32502

Letter of Transmittal

RE: An Appraisal Report of the Leased Fee
Ownership Interest in the Pitt Slip Marina and Fish
House Property Located at 600 South Barracks
Street in Pensacola, Florida

Dear Mr. Olson:

At the request of your attorney Nixon Daniel, an inspection has been made of the
above referenced property for the purpose of estimating the current market value of the
leased fee ownership interest. In compliance with the "Uniform Standards of Professional
Appraisal Practice”, this letter of transmittal is followed by an appraisal report in which all
applicable approaches to value are used and with the value conclusion reflecting all known
information about the subject property, current and projected market conditions, and other
available data. This report contains to the fullest extent possible and practical, explanations
of the data, reasoning and analysis used to develop the opinion of value. It also includes
thorough descriptions of the subject property, the property’s locale, the market for the
property type, and my opinion of highest and best use.

Market value will be defined in the appraisal report, but basically assumes a willing
buyer-seller, both knowledgeable of the subject real estate market and with the valuation at
the property's highest and best use. Both exposure and marketing time periods are estimated
to be between six to twelve months. | have had no other real estate dealings with the property
in the previous three years.
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RODGER K.LOWERY, MAI Apprais TOM FRUITTICHER, MAI
State-Certified General Real Estate Appraiser / . State-Certified General Real Estate Appraiser
FL #RZ0001922 * AL #G00445 FL #RZ0002029 * AL #G00788
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Mr. Eric Olson
June 6, 2018
Page Two

Subject to the above and the limiting conditions and certification as set forth herein, it
is my opinion that the market value of the Leased Fee Estate of the Pitt Slip Marina and Fish
House Property as of the last date of inspection, June 4, 2018, was:

SEVEN HUNDRED TWENTY FIVE THOUSAND DOLLARS
$725,000
(Leased Fee Market Value)

The above value is the value of the leased fee estate ownership interest considering
there are 27 years remaining on the existing lease. This value represents the value a buyer
could pay for the City of Pensacola’s interest and realize a required return on the investment.

I hereby certify | have no interest, present or contemplated, in the appraised property.
This appraisal has been prepared utilizing all of the requirements set forth as Standards for
Real Estate Appraisals as established for federally related transactions and the State of
Florida. The appraisal conforms to the Uniform Standards of Professional Appraisal Practice
(USPAP). The fee for this appraisal was not based on a minimum value nor was the
assignment undertaken based on a pre-determined value or guaranteed loan amount.

| appreciate the opportunity of doing this work for you and your client. After your

review, should you have questions, please call.

Respectfully submitted,

N i
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Tom Fruitticher, MAI

State-Certified General Real Estate Appraiser #2029
Email - Tom@flagl.net

Contact Phone — 850-477-0419
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CERTIFICATION

| 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.

— 1 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.

— | have made a personal inspection of the property that is the subject of this report.

— No one provided significant real property appraisal assistance to the person signing this certification.

— 1 have not performed any other previous appraisals of the subject property, an appraisal review involving
the subject property nor an appraisal consulting assignment involving the subject property within the three
years prior to this assignment.

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

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

- As of the date of this report, | have completed the continuing education program of the Appraisal Institute.

- As of the date of this report, |1 have completed the Standards and Ethics Education Requirement of the
Appraisal Institute for Associate Members.

- The subject of this appraisal report is identified as the Pitt Slip Marina and Fish House property
located at 600 South Barracks Street in Pensacola, Florida. The estimated leased fee estate value (the
value of the City of Pensacola’s ownership interest) of the real estate as of the current date of June 4,
2018 under was $725,000, which considers the lease rate for the next 27 years will remain at the

current rates.
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Tom Fruitticher, MAI
State-Certified General Real Estate Appraiser RZ#2029



SUMMARY OF IMPORTANT CONCLUSIONS

PREPARED FOR:

OWNERSHIP:

USE OF APPRAISAL:

PROPERTY LOCATION:

SITE SIZE:

IMPROVEMENTS:

ZONING:

ENVIRONMENTAL
CONCERNS:

The City of Pensacola

The leased fee ownership interest is owned by the City of
Pensacola and the leasehold ownership interest is owned by
Seville Harbour who has sublet the majority of Parcel 1-A to
Merrill Land, LLC.

This appraisal is being prepared for the purchase negotiations of
the leased fee estate.

The subject property is located at 600 South Barracks Street
which is just south of Main Street in the City of Pensacola,
Florida.

According to the survey and legal descriptions provided, the
property includes a total land area of 10.651 acres or 463,957
square feet, of which approximately 8.529 acres or 371,523
square feet is submerged land and 2.122 acres or 92,434 is
uplands.

The upland area is currently improved with an elevated, two
story, mixed use building that includes a total leasable area of
19,743 square feet. There is covered parking below the building
and the other areas are improved with asphalt paved and gravel
parking areas. The submerged land is currently partially
improved with a floating marina facility that is in need of some
repair. The building was constructed in 1987 and has a current
estimated effective age of about 23 years and is in average
condition.

The site is zoned “SSD” Site Specific Zoning District. The
current improvements were approved by the City and are a
legally conforming use of the land.

The property is located next to the Port of Pensacola, which is
an industrial facility. I was not provided with an environmental
report but it is suggested that one be conducted to identify any
problems that may exist with the property; however, this report
is being conducted under the assumption that no problems exist.
Should this be shown to be false, the value would be affected.

viil



Summary of Important Conclusions (Cont’d.)

HIGHEST AND BEST USE: The highest and best use of the parcel would be a
continued commercial use that would take advantage of
the available water front and views.

DATE OF VALUE: June 4, 2018 (Last Date of Inspection)

ASSESSED VALUE: The land is assessed as two parcels with a combined
assessed value of $2,077,523 and the annual taxes are
indicated to be $41,770.08. The 2017 taxes for a portion
of the property are currently past due.

PROPERTY RIGHTS

APPRAISED: Leased Fee (City of Pensacola’s Ownership Interest)

Subject to the above and the limiting conditions and certification as set forth herein, it
IS my opinion that the market value of the Leased Fee Estate of the Pitt Slip Marina and Fish
House Property as of the last date of inspection, June 4, 2018, was:

SEVEN HUNDRED TWENTY FIVE THOUSAND DOLLARS
$725,000
(Leased Fee Market Value)

The above value is the value of the leased fee estate ownership interest considering
there are 27 years remaining on the existing lease. This value represents the value a buyer
could pay for the City of Pensacola’s interest and realize a required return on the investment.
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PART TWO: PREMISES OF THE APPRAISAL




10.

11.

12.

ASSUMPTIONS AND LIMITING CONDITIONS

No responsibility is assumed for legal or title considerations. Title to the property is assumed to
be good and marketable unless otherwise stated in this report.

The property is appraised free and clear of any or all liens and encumbrances unless otherwise
stated in this report.

Responsible ownership and competent property management are assumed unless otherwise stated
in this report.

The information furnished by others is believed to be reliable. However, no warranty is given for
its accuracy.

All engineering is assumed to be correct. Any plot plans and illustrative material in this report are
included only to assist the reader in visualizing the property.

It is assumed that there are no hidden or unapparent conditions of the property, subsoil, or
structures that render it more or less valuable. No responsibility is assumed for such conditions or
for arranging for engineering studies that may be required to discover them.

It is assumed that there is full compliance with all applicable federal, state, and local
environmental regulations and laws unless otherwise stated in this report.

It is assumed that all applicable zoning and use regulations and restrictions have been complied
with, unless a nonconformity has been stated, defined, and considered in this appraisal report.

It is assumed that all required licenses, certificates of occupancy or other legislative or
administrative authority from any local, state, or national governmental or private entity or
organization have been or can be obtained or renewed for any use on which the value estimates
contained in this report are based.

Any sketch in this report may show approximate dimensions and is included to assist the reader
in visualizing the property. Maps and exhibits found in this report are provided for reader
reference purposes only. No guarantee as to accuracy is expressed or implied unless otherwise
stated in this report. No survey has been made for the purpose of this report.

It is assumed that the utilization of the land and improvements is within the boundaries or
property lines of the property described and that there is no encroachment or trespass unless
otherwise stated in this report.

The appraiser is not qualified to detect hazardous waste and/or toxic materials. Any comment by
the appraiser that might suggest the possibility of the presence of such substances should not be
taken as confirmation of the presence of hazardous waste and/or toxic materials. Such
determination would require investigation by a qualified expert in the field of environmental
assessment. The presence of substances such as asbestos, urea-formaldehyde foam insulation, or
other potentially hazardous materials may affect the value of the property. The appraiser’s value
estimate is predicated on the assumption that there is no such material on or in the property that
would cause a loss in value unless otherwise stated in this report. No responsibility is assumed for
any environmental conditions, or for any expertise or engineering knowledge required to discover
them. The appraiser’s descriptions and resulting comments are the result of the routine
observations made during the appraisal process.



ASSUMPTIONS AND LIMITING CONDITIONS (Cont’d.)

13. Unless otherwise stated in this report, the subject property is appraised without a specific
compliance survey having been conducted to determine if the property is or is not in conformance
with the requirements of the Americans with Disabilities Act. The presence of architectural and
communications barriers that are structural in nature that would restrict access by disabled
individuals may adversely affect the property’s value, marketability, or utility.

14. Any proposed improvements are assumed to be completed in a good workmanlike manner in
accordance with the submitted plans and specifications.

15. The distribution, if any, of the total valuation in this report between land and improvements
applies only under the stated program of utilization. The separate allocations of land and
buildings must not be used in conjunction with any other appraisal and are invalid if so used.

16. The value indication is based on the extraordinary assumption that there are no environmental
problems with the property.



POLICY STATEMENT OF THE APPRAISAL INSTITUTE

It is improper to base a conclusion or opinion of value upon the premise that the
racial, ethnic or religious homogeneity of the inhabitants of an area or of a property is
necessary for maximum value.

Racial, religious, and ethnic factors are deemed unreliable predictors of value trends
or price variance.

It is improper to base a conclusion or opinion of value or a conclusion with respect to
neighborhood trends upon stereotyped or biased presumptions relating to the effective
age or remaining life of the property being appraised or the life expectancy of the
neighborhood in which it is located.



PURPOSE OF APPRAISAL

The purpose of this appraisal is to estimate the current and prospective market value
of the leased fee interest of the subject property. The objective of this report is to present the

data and reasoning used to form this opinion of value.

USE OF APPRAISAL

This appraisal is being prepared for use by the client and lease fee property owner for

sale/purchase negotiation purposes.



MARKET VALUE DEFINITION AND IMPLICATIONS

The following definition of market value is used by agencies that regulate federally

insured financial institutions in the United States:

“The most probable price which a property should bring in a competitive and
open market under all conditions requisite to a fair sale, the buyer and seller,
each acting prudently, 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:

A. Buyer and seller are typically motivated,;

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

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

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

E. The price represents the normal consideration for the property sold unaffected

by special or creative financing or sales concessions granted by anyone
associated with the sale.™

! Appraisal

Institute, The Appraisal of Real Estate, 13" Edition. (Chicago,

I11inois: Appraisal Institute, 2008), pg.- 24-25 & 12 CFR Part 34.42 (Q)-



DATE OF VALUE AND OF PROPERTY INSPECTIONS

The property was last inspected on June 4, 2018 which is also the current date of

value. This report is being prepared on June 6, 2018.

PROPERTY RIGHTS APPRAISED

The property rights appraised are those of a Leased Fee Estate. “Leased Fee Estate”

has been defined as:

"An ownership interest held by a landlord with the rights of use and occupancy

conveyed by lease to others. The rights of the lessor (the leased fee owner) and

the leased fee are specified by contract terms contained within the lease"?

2 Appraisal Institute, The Dictionary of Real Estate Appraisal, 4™ Edition.

(Chicago, lllinois: Appraisal Institute, 2002), pg. 204.



SCOPE OF THE APPRAISAL

In an effort to meet your requirements as well as conforming to the Uniform Standards
of Professional Appraisal Practice (USPAP), a visual inspection was made of the subject land
and improvements. Notes were taken of the property for the description write-ups found
within this report. Further, 1 was provided with a survey identifying land size information
that is being relied upon as being accurate. | was also provided with the land lease details,
which are also being relied on for rental information and building size information.

In addition to the physical inspection, research was conducted on a regional and
neighborhood basis in an effort to identify trends and factors, which have an effect on area
property values. Once these trends and factors were identified, a highest and best use analysis
was conducted.

The City of Pensacola (the land’s leased fee owner) has a lease in place for the subject
land and Seville Harbour, Inc. is the leasehold owner who has sublet the majority of Parcel 1-
A to Merrill Land, LLC. As this is the valuation of the leased fee ownership position, the
only approach to value that would result in a reliable value opinion is the income approach. A
discounted cash flow analysis will be conducted in the income approach, wherein the City’s
expected income stream over the next 27 years will be discounted back to a present value
utilizing an appropriate present value factor. In addition, the reversion value of the property
(the expected fee simple value) at the end of the holding period will also be discounted back
to a present value and added to the income stream discounted value resulting in the final
value opinion of the leased fee ownership position. This value would be the value that the
City of Pensacola could expect to receive if they placed the property on the market for sale.
As no reasonable appraiser would utilize the cost and sales comparison approaches to value
in the appraisal of the leased fee ownership interest, their elimination would not result in a

less reliable value indication.



Scope of the Appraisal (Cont’d.)

This report was prepared for the City of Pensacola, who is also the intended user. The
intended use is for sale/purchase negotiations. The date of value is the last date of inspection,

which was June 4, 2018. The value opinion is that of the Leased Fee Interest.



PART THREE: PRESENTATION OF DATA

10



11

IDENTIFICATION OF THE PROPERTY

PROPERTY ADDRESS:

CURRENT OWNER OF RECORD:

TYPE OF OWNERSHIP:

PHYSICAL:

LEGAL DESCRIPTION:

The subject property is located at 600 South Barracks
Street which is just south of Main Street in the City of
Pensacola, Florida.

The current owner of the leased fee ownership position is
identified as the City of Pensacola and the owner of the
leasehold ownership position is Seville Harbour, Inc
formally known as South Florida Marine Investors, Inc.
who has sublet the majority of Parcel 1-A to Merrill
Land, LLC.

Leased Fee Interest

According to the survey and legal descriptions provided,
the property includes a total land area of 10.651 acres or
463,957 square feet, of which approximately 8.529 acres
or 371,523 square feet is submerged land and 2.122 acres
or 92,434 is uplands.

The upland area is currently improved with an elevated,
two story, mixed use building that includes a total
leasable area of 19,743 square feet. There is covered
parking below the building and the other areas are
improved with asphalt paved and gravel parking areas.
The building was constructed in 1987 and has a current
estimated effective age of about 23 years and is in
average condition. The submerged land is currently
partially improved with a floating marina facility that is
in need of repairs.

The following legal description was obtained from a survey
conducted by Northwest Florida Engineering & Surveying,
dated 10/18/96 (Project No. 7900-96).



DESCRIPTION AS FURNISHED:

Legal Description

PARCEL 4

Begin at~The Suuihwesi corner of Block 8, Welerfront Grent, acsording lo
map af City of Fensacola by Thumuos C. Wotson, copyrightsd in 1906, said
point also being the intersection of the Eastedy right-ef-way line of
Borracks Sireet (60° R/W) and the Nartherly rlght-of—way llae of wagnella
Sireat (BU° R/W) thenca go Marth 79 Degress 23 Miutes 49 Ssconds east
along the atoresuid Northerly right--ot=way ling « distance of 175.00 feck;
thenge go Horth 10 Degrees 34 Winutes 11 Sesonds West o distange of 2BC.00
feot. henca qo Horth 74 Degrees 25 Minutes 14 Seconds sost a distance of
135.00 [eat; thence go nerth 10 Degrees 34 Minutes 11 Seconds West a
diatanea of 30.00 fesk thenoe gé North 78 Degroes 25 Winules 48 Savonds
Fast o distonce of §27.08 feet; inence go South 10 Degrees 34 Winutes 11
Secords Ecst o distonce of 3000 feet; tharica go Souls 59 Degraes 34
Mieutes 30 Seconds West o distonce of 199,38 fect; thence go South 79
Degrees 29 Miputes £9 Seconds West a distonce of 34748 fest; thence Qo
South tO Degreas 34 Minutes 11 Seconds Enst o distanca of $3.00 feeli
trance go South 78 Degrees 25 Winutes 49 Seconds Wesl a distonce of 12300
fzot; thence go North 10 Deqrags 34 Minutes 11 Seconda West a distance of
100,00 feet; thence go South 78 Degrees 25 Minutes 48 Seconds Weat o
dlatanee of 487.00 fest to the Marthwest corner of Bleck 17, Watsrfront
Gront, cceording to the aferesald map of the City of Pensgcola, sald point
alsa being the Intersection of the Southerly right—of--way ling of Moanalia
Street (500 &/W) ond the atoresald sustarly rigni—of-way line of Barrocks
Straet; thence go Narth 10 Oegrees 24 Wiputos 11 Seconds west glang the
afaresald Eqgterty cight=of-way ling 8 dlstonee of G0.00 fent 1o the point

of beginning, the chove descripad pueresl of land 8 siuated I Sectlon 46,
Township 2 South, Range 30 Wast, Eacarmbla County, Florida and cantalns
5,529 wcres,

DL BESCRIPTION AS FURNISHED:

v
a

PARCEL A

Al of Lots 1=10, 21 ond ©2, ond the Wast 20 feet of Lots 1120, Black &,
Woterfront Grant, accerding to mop of Gity of fensacola by Thomos o
Wataon, copyrighted T 1908, More partisllany described oz fellowa:

Bagin at tho Merthwest eorner Block 8, Waterfront Grant according W mop
of Uity of Fensucela by Thomas C. Wotsor, copyrighted in 1906, aaid point
also belag the ntersectlon of the Fasterly right—of—way line of Durracks
Straat (50 R/W) ond the South rigntesf—way e of Cedor Street (00 R/WE
lhence ga Nerih 79 Degress 23 Minutes 49 Seconds East olong the Narth 1ina
of the atoresold Hiock 8 a dlatence of 17E.00 feel, thence go South 10
Degrees 34 Minutes 11 Seconds fosl u distance of 250,00 fael to u peint on
the Seutn lns of the oforesaid Hilock 5 thenee go South 70 Degress 25
Minutes 49 Sscends West along the afarestld South line a distance of 175,00
fset to o point on the aforasaid Easterly tight=of~way line of Barracks
streat; thence g¢o Morth 10 Degrees 34 Minutes 11 Seconds West olong tne
aforesald Eosterdy right—of-way ling o distance of 25000 feel to tha pelnt
of beginning. The oheve deseribed poreel b5 sltuated In Section 48,

Townshlp 2 Scuth, Rongs 30 Wesl, Ezcambia County, Flarida snd sariaing
1,604 ocres.

PARCEL 1 ’

M of Lota 1-4, 11=t4 and a portien of Lot 21, Bieck 17, dl ef Lots 1-4
and a partlen of Lets -4, Block 18, and a perlion of Adams Streeh,
Waterfrent Grant, aecording Lo mop of City of Pensocale by Tnomaos €
Watzon, copylghted in 1908, mora particulorly deseribed as follows:

Begin at the Horthwesl corner of Black 17, Waterfront Grant, ascerding 1o
map of Glty of Fensacala by Thomas . Watson, copywighted in 1903, seid
pelnt olgo belng the intersectlon of ihe Eosterly Hght—sl—wey line of
Barracks Street (607 B/W] and the Southarly tignt—ofwway line of Magnolia
Street {807 RAW) thence go Morth 79 Degrees 25 Minukes 49 Seponds East
wong the aforesaid Scutherly right—ef-woy line of Magrolle Street (80
R/w? a distance of 487,00 feet; thence go Soukh 101 Degreas 34 Winutes 11
Secands Cast a distance of 10000 feal ihence 9o South 79 Degrass 25
Minutes 49 Seconds Wesi o distonce of 487.00 leet to o polnt on the
afarestid Ensterly right—of—way of Barrocks “resl (607 R/W) thence g0
Horth 10 Dagrass 54 Minutas §f Seconds wast along the afcreadld Fasterly
rlght~nt-way fine of Buorrosks Street (60 R/W) o distence of 100.00 feet
te the poirl of beginning.  The abovs dascrinedd paree! of lond Is situaied
in Section 46, Township 2 South, Ronge 30 Wesl, Escnmbia Gounty, Flarida
gnd containg 1,118 acres.
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GENERAL AREA DATA

There are four basic interrelated forces that influence the wvalue of a property:
Social/population trends; economic changes and adjustments; governmental controls and
regulations; and physical or environmental changes. These forces are considered in every phase of
the evaluation and valuation process but are best discussed in the General Area Data and
Neighborhood Data sections of the report. The subject's general area is considered the Pensacola
Metropolitan Statistical Area (MSA), which includes the City of Pensacola and the nearby
communities of Cantonment, Pace, Milton, and Gulf Breeze, located in Escambia and Santa Rosa

Counties. The interrelated forces influencing this general area, as listed above, follow:
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SOCIAL/POPULATION

Among the more important factors in a market study are the area population trends and the

factors that affect the expected future population. The information obtained for the subject’s market
area of the Pensacola MSA, which consists of Escambia and Santa Rosa counties, was obtained from
the United States Census Bureau and updated through the Site To Do Business.

The Pensacola MSA has a year 2017 population estimate of 489,423, based on projections
by ESRI and quoted by the STDB (Site to do Business) which is up from the 2010 Census of
448,991. This average increase per year of 1.3% is expected to continue into the future with current
estimates for the year 2022 being 517,438. The average household size is 2.48 people per residence
and there currently are an estimated total of 216,059 housing units of which 55.6% are owner
occupied, 30.8% are renter occupied and 13.6% are vacant. The number of vacancies may be
somewhat misleading, as many of the beach properties are only seasonally occupied. The median
household income for 2017 is indicated to be $50,469.

The population increase for the Pensacola MSA over the next five years is expected to be
28,015 people. This translates to the need for 11,296 new households (2,259/Year) over the next five
years. The median house value in the community is $163,555. Considering the median household
income along with the average rule-of-thumb that 25% of the household income can go toward a
mortgage, would indicate approximately $12,617 ($1,051/month) can be used for mortgage
payments in the median household. Considering a 4.5% interest rate, monthly payments of $1,051
and a 30 year amortization, the median household can afford a mortgage in the amount of $207,427
and considering a 10% down payment, the median household could afford a home of about
$230,474. As this is well above the currently indicated median home value, there is room for

continued home value increases.
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As stated, the beach area condominium market is largely made up of absentee owners.
Looking at a list of owners from a typical development such as the Emerald Isle Condominium
shows owners from Indiana, Louisiana, Florida, Virginia, Georgia, Washington, Tennessee,
Arkansas, Alabama and Mississippi, to name a few. As the condominium market is made up of
such a large segment of the United States population, local single-family housing occupancy
statistics would have little impact on condominium prices.

As with most markets, the Escambia County/Santa Rosa County general area experienced
a housing bubble between 2004 and 2005. In an effort to demonstrate the current status of the
Escambia and Santa Rosa housing market, statistical information was obtained from the
Pensacola Association of Realtors’ Multiple Listing Service (PARMLS). While the PARMLS
does not account for all sales, it is a good representation of what is going on in the local market.
PARMLS sales for condominiums, single-family homes, and residential lots (< 1/2 acre) were

researched within the two-county area and included in the following chart.

Average Sales Trends

Year Condo Sales Single-Family Sales Resid. Land (< % Acre)
# Sales Average $ # Sales Average $ # Sales Average $
2000 382 $161,598 4,613 $122,217 401 $45,957
2001 403 $168,911 4,985 $122,912 464 $46,960
2002 528 $200,121 5,848 $130,036 669 $53,323
2003 693 $270,403 6,548 $138,965 776 $59,831
2004 728 $362,597 7,145 $160,720 1,250 $77,397
2005 581 $433,302 7,363 $193,541 933 $117,890
2006 496 $466,266 6,181 $191,681 442 $74,570
2007 473 $464,035 5,053 $189,213 271 $80,055
2008 352 $457,653 4,035 $176,619 181 $97,985
2009 432 $320,678 4,213 $163,707 165 $68,990
2010 358 $290,072 3,843 $155,025 261 $75,167
2011 494 $283,460 3,883 $155,957 235 $70,922
2012 490 $287,872 3,918 $158,090 354 $61,061
2013 570 $293,065 5,104 $165,551 408 $67,883
2014 629 $290,572 6,073 $168,032 318 $74,700
2015 673 $325,909 6,881 $180,663 450 $76,674
2016 649 $332,410 7,640 $187,750 466 $72,156
2017 749 $415,904 7,955 $208,869 570 $73,913
2018* Active Listings 317 $490,090 2,688 $305,741 862 $80,725

*As of 4/2018
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Sale prices in all categories peaked around 2005 and 2006 and have begun to rebound.
The 2017 average for condos is still about 10% below the peak but there have been three years of
steady increases. The 2017 average for single family homes is about 8% above the 2005 peak
and there have been 7 years of steady increases, indicating the single family market has fully
rebounded. The 2017 average for residential lots under % acre in size is still about 37% below
the peak and while values have fluctuated in recent years, they are considered to be fairly stable.

According to the PARMLS, as of April of 2018 there were 317 condo units listed in the
two-county area, which represents an inventory of about 5 months based on the 2017 monthly
absorption of about 62.4 condominiums per month. Area Realtors indicate there is a lack of
condominium supply and new inventory is needed. At the present time there are several new
condominium developments under construction or planned in the Pensacola MSA to help meet
the current demand. With good demand and a limited supply, condo values can be expected to
continue to increase.

According to the PARMLS, as of April of 2018 there were 2,688 single-family homes
listed in the two-county area, which represents an inventory of about 4 months based on the 2017
absorption of 663 homes per month. Area economists Rick Harper indicated new home
construction is necessary once housing inventories reach a nine-month supply, and there is new
construction currently taking place in the area to meet the demand, which is aiding in area lot
absorption increases. With good demand and a limited supply, home values can be expected to
continue to increase.

There were 862 single-family lots (<1/2 acre) listed in the PARMLS as of April of 2018
within the two-county area. The 2017 lot absorption rate was about 47.5 sales per month, and
considering the current listings, there is just over a 18 month inventory; however, with the
increasing population and the need for 2,259 new homes per year, this inventory is more likely
going to be much less than projected based on MLS sales. Area developers have recognized the
need for new subdivisions based on the population growth and are actively developing new
subdivisions and apartments, with the majority of this growth being in the northwestern

Pensacola area near the growing Navy Federal Campus.
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Some of the motivation behind the area population growth is the area military bases. The
U.S. Government has been downsizing and closing military bases all over the world as well as
within this country. Rather than being downsized, the Pensacola area bases have been realizing
net gains as departments and personnel from closed bases are being relocated to this area. In
2017, the Santa Rosa Economic Development Council website

http://www.santarosaedo.com/page/military/ stated there were more than 16,000 military

personnel and 9,400 civilians working in the Escambia and Santa Rosa County areas and they
contribute approximately $1.2 billion to the local economies annually. The Coast Guard also
recently announced that it will be relocating two 210 foot Coast Guard Cutters to the Pensacola
Naval Air Station and a 225 foot Seagoing Buoy Tenter. These ships will be bring with them
about 152 new families to the area.

An additional explanation behind the Pensacola area growth is the location in the
"Sunbelt" along the Gulf Coast of Florida. The sugar white beaches and clear waters of the
Gulf of Mexico attract thousands of visitors every year. Realizing the area benefits (year-
round sunshine, warm temperatures, no snow); many of these visitors choose to make
Pensacola their permanent home.

Tourism in the general area is one of the largest industries, along with the military. To
capitalize from the growing number of tourist, the county has a local “bed tax” that produces
additional revenue from the number of tourist staying in the various hotels and motels throughout the
county. As reported by the Clerk of the Circuit Court’s Office of Escambia County and Santa Rosa
County and reported by the Haas Center at UWF, the area has been realizing steady tourism growth
since 2010. The 2017 tourism sales are said to be about 8% above the 2016 numbers, indicating a
very robust and growing tourist industry. The past years Tourist Development tax Collection Data

for the Pensacola MSA follows.
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Labor Markets Economic Indicators

Select an county:

Escambia Bed Tax
Source: Florida Department of Revenue
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| Feb2016 Mar-2016 Apr-2016 May-2016 Jun-2016
Escambia Bed Tax $372.197 $489.970 $835.430 $773.475 $1.029.008
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County Level Data

Labor Markets Economic Indicators
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Source: Florida Department of Revenue
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As illustrated by graph below, the Pensacola MSA retail index has been increasing since

2009. The average rate of increase is currently about 2% Month over month.

MSA Level Data

Labor Markets Economic Indicators
Retail Index Bed Tax Select an MSA: | Pensacola v
Pensacola Retail Index =
Source: Florida Department of Revenue
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According to the Haas Center, the business cycle index for the Pensacola MSA appears to
be increasing since the recent recession. The following graph also shows that job growth is

taking place and has now surpassed the levels prior to the recession. The employment rates graph

follows.
Labor Markets Economic Indicators
Employment Unemployment Rate Initial Claims Select an MSA: Pensacola v
Pensacola Employment (SA) =
Source: US Bureau of Labor Statistics (BLS)
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ECONOMIC CHANGE AND ADJUSTMENTS

In addition to considering the area's population and expected increases, a commercial study
should also consider area economics. Even if the population continues to increase, the new
population must be able to afford the area goods and services; therefore, it becomes necessary to
look at the economic conditions and the projected economic future.

According to the U.S. Bureau of Labor, the Escambia County unemployment rate was 3.8%
as of November of 2017 and Santa Rosa County was 3%, which is slightly below the most current
state average of 3.7%. The services sector is the primary employer in the Pensacola MSA at 39.3%,
as reported by the STDB’s most recent information (2017). The retail trade is the secondary source
of employment with 21.3% of the workforce, construction is 4.5%, finance/ insurance/ real estate is
4.8%, and manufacturing makes up 3.9%.

Area tourism is a component of both the services sector and the retail trade. According to

Florida West, the top 15 employers in the Pensacola MSA are shown on the following chart.
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Key Facts:

Company

Baptist Health Care
Navy Federal Credit
Union

Socred Heart Health
Systems

Gulf Power Company
West Florida
Healthcare

Ascend Performance
Materials

Alorica (fka West
Comporation)

Innisfree Hotels
Santa Rosa Medical
Canter

Medical Center Clinic
International Paper

CHCS Services/iGate
Blackwater
Comedional Facility
Hitachi Cable Florida,
Inc

Armsirong World
Industries

MediaCom

American Water

FloridaWest |

economic development alliance

www.FloridaWestEDA.com

TOP EMPLOYERS

Employees
6,633
5715
4,820
1,774
1,200

888

750
521

500

348

330

300

298

Manufacturing
Bassiness, Processing,
Oursourcing
Haspitaliry
Healthcare
Healthcare
Manufacturing
Customer Service Center
Business Services
Manufacturing
Manufacturing
Communicafions

Customer Service Center

Page 1 of 3

*  Morthwest Florida is emerging as a center for manufacturing in the southeast U.S., a region of
sustained growth across many business and industry sectors.

*  More than 1,000 manufaduring companies'
*  Mearly 250 information technology companies?

Company Desaiplion

MAICS
621110 Hespitals, general medical and
surgical
522130, 522320 Credit Union, Finandial
Service Center
621110 Hespitals, general medical and
surgical
221122 Elearic Power Generation,
Transmission & Distribution
621110 Hespitals, general medical and
surgical
325211 Plastics Material and Resin
Manufacturing
561422 CEM Solution Provider, Customer
Care Center

72110 Hotels and Hospiraliry
621111 Medical Centers and (inic
4621111 Medical Centers and Clinic

322121 Paper (except Mewsprint) Mills
524292 Third Party Administration,
Insurance

561210 Correctional faciliy operation
(contract basis)

326220 Rubber & Plastics Hoses &
Belting Mfg.

238310 Drywall and Insulation
Contractors

517110 Cable Television Distribution
Services

924110 Water Contrel and Quality
Program Administration

T All mamnvfacturing MAICS codes from FPL Powering Florida Resource Center
2 MAICS codes 5415, 5182 from FPL Powering Florida Resource Center

T: 850.898.2201 | 3 West Garden Street, Suite 618 - Pensacola Florida 32502 | FloridoWestEDA com
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Recently Navy Federal Credit Union announced its latest and greatest expansion plans to its
Pensacola campus, which currently employs over 5,715 people. The Phase | construction costing
$195 million is large enough to add an additional 2,000 jobs. Navy Federal purchased an adjoining
240 acres and is in the process of a Phase Il, $350 million expansion. They are currently the largest
Federal Credit Union in the world and this main campus has workers with average salaries of
$44,000. This investment is also estimated to bring around 1,000 new indirect jobs to the regional
economy. NFCU announced they expect to have a total of 10,000 employees at their Nine Mile
Road, Pensacola location by 2026. Once these planned expansions are completed, Navy Federal will
by far be the largest employer for the Pensacola MSA. These announcements will help in the local
economic development efforts for recruiting more regional, national and international firms to the
area.

Adjacent to the Navy Federal’s Heritage Oaks campus is an approximate 640-acre Navy
Outlying Landing Field (OLF) being purchased by Escambia County for the development of a
commerce park expected to eventually create an additional 4,000 jobs. Escambia County has agreed
to purchase a 601-acre parcel in Santa Rosa County to relocate the current OLF. Once the county
takes possession of the existing OLF they will spend between $10 million and $15 million to
develop the commerce park.

Gulf Power, the area’s power company, has been actively buying up 4,000 acres of land in
the north end of Escambia County for a new power plant that will likely replace the existing coal
burning Christie Plant found along the Escambia River in northern Pensacola. It is not yet known if
the new plant will be a natural gas plant or a nuclear plant. Replacing the coal plant with a cleaner
energy plant will aid in cleaning up Escambia Bay and will help the area’s air quality.

Another recent announcement is the new ST Aerospace Pensacola, Inc. ground breaking
of a new $46 million aerospace facility at Pensacola International Airport. They are a Singapore-

based company that does maintenance repairs and overhauls for large commercial aircraft.
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The agreement with the City of Pensacola will provide ST with a $46 million dollar maintenance
and repair facility on 19 acres at Pensacola International Airport’s commerce park that is well
underway and ST will bring in about 400 high-skill, high-wage jobs. Securing a long-term
contract with ST raises Pensacola’s profile among domestic and international aerospace parts
suppliers. This is particularly important in light of the parts suppliers that eventually will be
locating near the $600 million Airbus Assembly Plant, located at Mobile’s Brookley Aeroplex.
The first Airbus A-320 passenger jets rolled off the assembly line in 2016 and they are now in
full production mode.

Downtown at the Community Maritime Park for Blue Wahoos, Quint Studer recently
finished construction on a $15 million four-story office building and the building is fully leased
at $28.00/SF — full service. Beck Property Company also recently finished construction on its $4
million-plus, three-story, 26,715 square foot mixed-use building at the corner of Port Royal Way
and Main Street. This building includes retail on the ground floor, Beck office space on the
second floor and luxury condominiums on the third floor, which are sold out. Just east of the
Maritime Park, the newly renamed Bank of Pensacola’s new multimillion dollar branch at
Palafox and Main Street was completed at the end of 2014.

New apartment developments are also now being constructed in the Pensacola MSA to
meet the growing population needs. New projects can be found near the Navy Federal Campus,
the University of West Florida Campus, in downtown Pensacola and in the Navarre area. The
developments that are newly completed near the Navy Federal Campus, UWF and Navarre
realized rapid lease-ups indicating there is pent up demand. The developments that are nearing
completion in the downtown area, by UWF, Navy Federal and Navarre will be expected to
realize similar rapid lease-ups.

The cost of living in the area is also one of the lowest in the country. National studies,
which rate American cities for their desirability, commonly rate Pensacola’s MSA near the top

of the pack due to the low cost of living and high quality of life. The most recent report for the
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annual income per capita for the Pensacola MSA was $27,216 (2017), the median household income
was $50,469 and the average household income was $67,496.

In conclusion, the Pensacola MSA is considered to have a strong economic base, which is
expanding. The area’s U.S. Naval and Air Force bases are considered to have a solid future. Tourism
is a large factor in the economic success of the area, and in spite of hurricane related setbacks and
the oil disaster in the Gulf of Mexico in the past decade, recovery efforts have proven successful and
tourism is stronger than ever. Large companies and industries like Navy Federal and the Aerospace
industry are moving to the area and bringing many good paying jobs with them that add to the

economic base, which is considered healthy.

GOVERNMENTAL CONTROLS AND REGULATIONS

A general area analysis of a growing area would not be complete without considering the

area's government and its outlook on future expansion. If the local government is anti-growth, laws
can be enacted which would stifle development and population growth. On the other hand, if the
government is pro-growth, taxes, zoning, agencies, and personnel can be used by the government to
promote new business development, creating a larger economic base and additional population
growth, which would support the existing and planned development of income producing properties.
The Pensacola MSA governing bodies are pro-growth organizations.

The Escambia County government is a five man Board of Commissioners elected every four
years by their district. They appoint a County Administrator who oversees the county budget and
operations. Santa Rosa County also has a five person Board of Commissioners. These bodies have
been actively obtaining land for new commerce parks and encourages new development.

Pensacola has a City Council with 7 council members elected to four-year terms. It also has a
“strong mayor” form of government, which requires the mayor to now be elected by the city
residents. The Mayor controls the daily operations of the city government, including overseeing the

annual budget of over $200 million. The city and county currently have zoning ordinances in effect
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covering the southern region of the county. The county also has a state required Future Land Use
Plan which is designed to ensure organized growth over its 20 year life. This plan is reviewed every
five years to ensure that it is keeping up with area needs. The plan can also be petitioned for
changes. The major topics handled in the plan include consistency, environmental, threatened and
endangered species, land use approval on site plans, concurrency, and permitting.

General revenues are raised through an ad valorem tax system. Escambia and Santa Rosa
Counties have County Appraisers who assesses the properties at "just value” which is a percentage
of market value. This is supposed to be about 85% of market value; however, it commonly range
from 20% to more than 85%. The area property taxes are among the lowest in the state, which
makes it more affordable for new business development. The City of Pensacola has established a
Community Redevelopment Administration (CRA), which is responsible for improving the look of
the city. The CRA receives a portion of the taxes collected in the downtown district and utilizes
these funds for infrastructure improvements (streets, sewer lines, water lines, parks, etc.). By
upgrading the look of the city, the appeal also increases attracting additional business development
and tourist dollars increasing the economic and population base.

The County and City governments also work closely with private businesses in efforts to
attract additional business to the area. The government's development of structures such as the
Pensacola Bay Center, the Saenger Theater and the Creative Arts Center, aid in drawing convention
business to the area. Over the past several years, convention traffic has increased bringing new
visitors to the area who aid in strengthening the area's economic base. The economic base is also
strengthened by the government's development of industrial parks in which the land is sold to "clean
air" industries at very low rates in return for the creation of additional area jobs expanding the
economic and population base.

The Emerald Coast Utilities Authority (ECUA) relocated their Pensacola downtown
wastewater treatment plant to the northern area of Escambia County. This project was a $316 million
development project that started in 2007 and was completed in December of 2010. The new state of

the art facility creates the ability for additional industrial development in the north end of
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the County and the water reclamation will be used for industrial purposes, greatly reducing overall
water consumption. No effluent is dumped into the area bays, so area water quality has been
increasing in the area due to this new facility. The previous downtown sewer plant has been
dismantled and cleared for future development.

On more of a regional basis, there is a new International Airport developed to the east in Bay
County near the Walton County line. This project was constructed on about 2,000 acres donated by
the Saint Joe Company and was completed in the fall of 2010. This airport provides the region with
direct flights that are expected to aid in increasing the tourist populations. Additionally, after a large
renovation project, the Pensacola Regional Airport was renamed the Pensacola International Airport.
Land surrounding the International Airport is actively being purchased for redevelopment into a
clean-air industrial park that will support airport operations.

In conclusion, the local governmental agencies aid in the development of the Pensacola
MSA. Zoning, along with the Future Land Use Plan, is used to insure organized, homogeneous
growth, which adds to the area's appeal. The low taxes and affordable real estate are also enticing
factors for future prospective businesses. The government's willingness to aid in the development of

the economic base also creates a stronger population base.

LOCATION AND PHYSICAL FACTORS

The location and physical factors of the area are important, as they are a major impetus in the
relocation of Navy personnel, as well as the growth of new businesses and the civilian population.
Available land, good weather, water, and recreational aspects are all factors considered by a
potential future resident of the area. If these factors are congenial, they will aid in the growth and
stability of the area.
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Escambia County has a land area of approximately 661 square miles and an additional water
area of 100 square miles. The altitude ranges from sea level to 120 feet above sea level. The eastern
boundary of the county is the Escambia River and Escambia Bay. The western boundary is the
Perdido River and Perdido Bay. Neither river is a navigable waterway to the extent of contributing
to the economy. Santa Rosa County adjoins Escambia County to the east and has a land size of about
1,174 square miles and offers similar physical characteristics. Escambia and Santa Rosa Counties
are located in the extreme northwestern portion of the state, being in what is called the "Panhandle”
of Florida. Geographically, this MSA is located approximately 230 miles east of New Orleans,
Louisiana; 250 miles south of Birmingham, Alabama; 350 miles southwest of Atlanta, Georgia; and
375 miles east of Jacksonville, Florida.

The City of Pensacola covers approximately 23 square miles of land in the southeastern part
of Escambia County and the smaller cities of Gulf Breeze, Milton, and Pace are bedroom
communities for Pensacola. The annual mean temperature is 69 degrees with an average rainfall of
62 to 87 inches. With an abundance of clear skies and warm weather, Pensacola is considered part of
the "Sun Belt" of the United States. The "Sun Belt" states, especially Florida, have been growing in
population faster than other areas of the United States in recent years.

One of the probable reasons for continuous growth of the Pensacola MSA is its accessibility.
Pensacola is served by four major highways, which provide access to the north, east, and west. U.S.
90 (which runs from the East Coast of Florida to Texas), Interstate 10 (which runs from the Atlantic
Ocean to the Pacific Ocean), U.S. 98 (which runs from the East Coast of Florida to Mississippi) and
U.S. 29 (which runs from Pensacola to Washington, D.C.). The Interstate 110 spur connects with
Interstate 10 just west of Davis Highway and runs to downtown Pensacola’s Business District,
connecting with U.S. Highway 98.

Pensacola's International Airport, with the recent completion of a $30 million modernization,

provides air transportation to all parts of the country. The Escambia County Transit
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System operates bus lines throughout the metropolitan area and Greyhound Bus Lines provides
inter-city bus transportation.

The natural deep-water harbor of Pensacola Bay, along with the large expanse of protected
waters and the Gulf of Mexico, create an ideal training area for the U.S. Navy. These waterways also
add to the area's economy through the Pensacola’'s Municipal Port Facilities handling cargo
shipments to and from all parts of the world. Rail service also aids in the support of the port facilities
with spurs running to the docks. While the southern and eastern most areas of Pensacola are nearly
fully developed and are blocked from additional growth by the bays and Gulf of Mexico, there is
plenty of developable land in the general area. The western and northern land areas of Escambia
County and the Pace and Gulf Breeze areas of Santa Rosa County are the locations of the most
active development and have proven to be popular among the new residents coming to the area.
There is plenty of available land remaining for future growth for years to come.

Overall, the area's physical characteristics are considered a real asset for the general area of
Pensacola. There is plenty of available land for additional business and residential development. The
beaches and waterways create ideal recreational facilities for newcomers. The moderate
temperatures and year-round sunshine also entice a large number of new businesses to the area,

which aid in creating a larger population.

GENERAL AREA DATA CONCLUSION

Overall, the Pensacola MSA is considered to have a steady and positive outlook because of
the stable to expanding military bases, tourist industry, and governmental support of private industry
expansion and occupancies are increasing as a result. The 2011 through 2017 tourism numbers were
among the best of all time and there is an on-going advertisement campaign being paid for by BP
that is aiding in increasing the tourist numbers beyond what the area has ever seen. Area hotels are
indicating 8% to 10%-+ annual increases in revenues and the industry as a whole has expectations of

adding employees. The military bases are another market sector that aids in helping the local
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GENERAL AREA DATA (Cont’d.)

commercial industry and as of the writing of this report, the area military bases appear to be stable to
growing with no cuts planned. Two new 210 foot Coast Guard Cutters will be relocating to
Pensacola by August 31 of 2018 and will bring with them 152 new families. New aerospace industry
is moving into the area as is Navy Federal creating new jobs, which in turn is driving new home
construction. Current estimates indicate the need for about 2,259 new homes per year for the next
five years. The commercial markets are also benefiting from this growth, as they keep up with

demand. The past trends are expected to continue into the foreseeable future.
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NEIGHBORHOOD ANALYSIS

A neighborhood is defined in The Dictionary of Real Estate Appraisal, Fourth Edition
2002 as: "A group of complementary land uses; a congruous grouping of inhabitants,

buildings, or business enterprises.”

Neighborhood boundaries are defined because properties
within neighborhoods tend to be similar in characteristics with regard to land use,
desirability, and are affected by similar physical, economic, governmental and social forces.

The subject neighborhood is considered to be the portion of the Pensacola area within
the Pensacola City limits. This area’s boundaries are considered to be, but are not limited to,
Fairfield Drive to the west, Pensacola Bay to the south, Escambia Bay to the east, and 1-10 to
the north.

Major north/south arterials within this area include 1-110, Palafox Street, Pace
Boulevard, Fairfield Drive, 9" Avenue, and Scenic Highway. Major east/west arterials
include Bayou Boulevard, Cervantes Street, Garden Street, Main Street, Brent Lane, Fairfield
Drive, Airport Road and Bayfront Parkway. These arterials provide convenient and quick
access within the subject neighborhood as well as other portions of the Pensacola MSA.

The downtown Business District of Pensacola includes typical private office buildings,
government office buildings, courthouses, restaurants, shops and bars. There is also an historic
district that includes a variety of residential and commercial buildings constructed around 200
years ago around several public parks. The majority of the buildings have been completely
renovated and act as an historic tourist draw for the community. UWF is proposing to take
greater advantage of the area’s historic treasures by re-bricking the streets, creating a walking
friendly environment and starting an advertising campaign aimed at the historic tourism industry.
Festivals are held throughout the year in the many downtown parks. The current main tourist
draw is Pensacola Beach, found about four miles to the south and provides white sand beaches,
clear water and numerous hotels, shops, condominiums and homes but the new historic tourism
industry is projected to increase annual tourism numbers by more than one million visitors per

year.

3 The Appraisal Institute, The Dictionary of Real Estate Appraisal, 4™ ed. (Chicago, Illinois:
Appraisal Institute, 2002), pg. 193.
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Neighborhood Analysis (Cont’d.)

There have been a number of new developments in the Downtown area of Pensacola,
and a summary of the most significant of them follows. The Community Maritime Park is
located between Main Street and Pensacola Bay, at the south end of Baylen Street and was
recently completed. It includes numerous vacant land sites for future commercial and/or
residential development. The project features an expansive public waterfront park; a
community multi-use stadium facility suitable for baseball, football and other athletic events,
festivals and other community activities. There is also a water front pavilion for music and
entertaining events. The water front grassed and walkway areas on the south end of the
property were designed for festivals. The other vacant land areas found on the north side of
the property can be developed with commercial; office; retail; residential; restaurant and
entertainment uses.

Quint Studer recently completed construction on a $15 million four-story office building
directly north of the new Stadium and the building is fully leased at rates of $28.00/SF, full
service. Beck Property Company also recently completed construction on its $4 million-plus,
three-story, 26,715 square foot mixed-use building at the corner of Port Royal Way and Main
Street, which is now fully occupied and includes retail on the ground floor, Beck office space on
the second floor and luxury condominiums on the third floor. Just east of the Maritime Park, the
newly renamed Bank of Pensacola’s (previously First Navy Bank) new multimillion dollar
branch at Palafox and Main Street was completed around the end of 2014.

Located at 701 South Palafox Street is a newly completed condominium project that was
constructed by Ray Russenberger. This development includes 9 luxury condo units that are all

sold with prices exceeding $1,000,000 each. All of the units were pre-sold and have since closed.
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Neighborhood Analysis (Cont’d.)

A new YMCA building located at the southwest corner of Taragona Street and
Intendencia Street. The building was recently completed and offers an open floor plan with
52,000 square feet, nearly doubling the size of their old downtown building. This building is
creating additional demand for new living quarters in the downtown area and will greatly add

to the quality of life.

Artist Rendering of the New Downtown YMCA

Located to the northwest of the Maritime Park property is the old sewage treatment
facility. The ECUA constructed a new state of the art treatment facility in the northern end of
Escambia County and completed the demolition of the old sewer facility. The nearly 20 acre
cleared site is now grassed and available to be re-developed, which should further enhance
the desirability of the downtown area. The new owner of this site is now in the planning
stages of a mixed use development that will include a variety of uses and while they have

several conceptual plans, they do not specifically know what will be developed there yet.
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Neighborhood Analysis (Cont’d.)

The Palafox Pier Restoration Project is a mixed use development located at the southern
end of Palafox Street at the former location of the Municipal Auditorium. This project includes
a 92-slip marina, a 7,200 square foot Harbormaster Building that is currently leased, the
Icehouse Building with 21,000 square feet of office space currently leased and occupied by
Merrill Lynch and EmCare. The City was said to have invested $1.2 million in public
infrastructure improvements with the mixed-use development being a combination of public
and private funds.

The Palafox Pier & Yacht Harbour condominium development built in 2002 consists
of two 35,206 square foot, four story buildings and a pedestrian plaza (park). Each building
includes 7,500 square feet of retail/office space on the ground floor with four parking
garages, 10,606 square feet of office space on the second floor and one-story and two-story
condo units on the third and fourth floors.

Located immediately south of the Pensacola Bay Center is the new Technology Park
development constructed by the City of Pensacola. The streets and all infrastructure
necessary for high tech developments are in place and this property is ready for new vertical
development. The City of Pensacola, along with Escambia County has provided the land and
will sell the land to private individuals who plan to develop the area with buildings designed for
companies requiring the latest in technology and the needed infrastructure. In connection with
this development, the City of Pensacola created a large regional storm water retention lake
located on the north side of Bayfront Parkway and on the east side of 9" Avenue at Admiral
Mason Park. This allows for vacant properties to the north to be fully developed without the
requirement of storm water run-off on site. The overall water retention design is a public park
with the storm water retention lake landscaped and designed for public appeal and there is a
walking path surrounding the lake and tasteful landscaping. A vacant site located across 9™
Avenue from the Technology park was recently purchased and is proposed to be improved with

two new hotels.
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Neighborhood Analysis (Cont’d.)

In addition to the new development or redevelopment of this area downtown, several
of the older buildings downtown were completely gutted and renovated. All of these
renovated buildings are historic structures that are largely found along and nearby Palafox
Street, which is the main north/south downtown arterial and the center of much of the new
activity. Recently renovated buildings have been converted for restaurants, bars, offices,
shops and entertainment venues creating one of the most desirable areas in the MSA. The
Studer Group purchased the old Pensacola News Journal building found directly north of the
new YMCA building and demolished it to make way for a new upscale mixed use rental
building that will include commercial uses on the ground floor and rental apartments on the
upper floors, which is now under construction. In association with the mixed use building is a
new 7 level parking garage that is nearing completion. The old Rex Theatre building,
constructed in 1910, was recently purchased by Harvest Church and went through a $1.7
million dollar renovation. Now completed, this building hosts live theater events, movies,
concerts and other special events. The old YMCA building was purchased by a private
developer who has demolished parts of the old building to create new residential lots and
other parts of the building will be renovated for restaurant and office uses.

The Blount-Brent Building Complex located at the southwest corner of Palafox Street
and Garden Street is also undergoing a massive renovation. This 100,000+ Square foot
structure is being completely renovated with boutique retail and restaurant uses on the ground
floor and the upper floors are being renovated into a 34 suite boutique hotel and newly
renovated office space. A new 110 room Holiday Inn was recently completed on the south
side of Main Street just two blocks east of Palafox Street.

Located on the South side of Garden Street is a site that was once improved with a
motel but the motel was removed so the site could be re-developed with a condo project;
however, the condo development was put on hold due to the recession and the previous over-

supply of housing units. The western portion of this site is now being improved with a new
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bank building and the eastern portion is for sale. Similarly, an older liquor store located on
the south side of Gregory Street was demolished to make way for a condo development but
this was also put on hold at the beginning of the recession and the land is now on the market.
With the new demand created by all of the area activity, these two properties will likely come
to life again in the foreseeable future.

There are four large multi-story office buildings in the downtown area. These
buildings include the Studer Community Institute Building containing approximately 103,955
square feet, Harborview containing approximately 74,240 square feet, Southtrust Bank
building containing approximately 77,400 square feet and One Pensacola Plaza containing
approximately 108,997 square feet. Average occupancy in three of these buildings is above
90%. The Studer Building was recently vacated by SunTrust and was purchased by the
Studer Group for a $4 million renovation but the specific uses that it will be renovated into
have not yet been identified. There are also several other multi-tenant office buildings in the
neighborhood that are reflecting occupancies from 80% to 90%.

The Palafox condo project previously identified is the first new residential development
planned since the recession and while it is a fairly small project of only 9 units, its rapid sell-out
indicates there is good residential demand for the downtown area. The News Journal Apartment
redevelopment will be an additional test for new residential demand in the downtown area and
the developer has indicated he has a long list of potential tenants. They also indicated that all but
one of the commercial spaces are leased. There are numerous other smaller condo, townhouse
and single family developments in the area that are being developed and rapidly absorbed,
indicating good demand for housing.

The Pensacola Community Redevelopment Agency has been working to promote
Pensacola and bring people into the downtown area daily. Among the initiatives recently
introduced, are tax incentives that will entice new redevelopment projects. The City also closes
Palafox Street one Friday night per month to vehicular traffic and opens it to pedestrian traffic

for “Gallery Night”. Gallery Night attracts many thousands of people who enjoy the new shops,
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restaurants and bars which are showcased along Palafox. In addition, there are bands found on
some of the balconies as well as street performers and musicians found on the street. Open

alcohol containers are also allowed creating a festive walkable community.

Photos of a Typical Gallery Night

There is a clean air industrial park area found to the north along the east and west sides of
Palafox Street south of Brent Lane and north of Fairfield Drive. Another one is found south of
Brent lane between 1-110 and Palafox Highway. Located on the west side of Palafox Street north
of Fairfield Drive is a super fund site that has been cleaned and capped by the EPA and they
indicated that this land is now suitable for additional industrial development. The City of
Pensacola is working with the State of Florida and the EPA to create an additional industrial park
on the super fund land site. Located north of Brent Lane on Palafox Street is what is known as
“Car City”, which is an area with many of the area’s new and used car dealerships. The growing
Pensacola Christian College and Pensacola Christian School is found north of Brent Lane
between 1-110 and Palafox Street and they are actively buying properties to their south in an

effort to grow their campus and population.
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The Cordova Mall and surrounding areas are also seeing good commercial growth and
new development and redevelopment efforts are under way. ST Aerospace Pensacola, Inc. broke
ground on a new $46 million aerospace facility at Pensacola International Airport. They are a
Singapore-based company that does maintenance repairs and overhauls for large commercial
aircraft. The maintenance and repair facility is being constructed on 19 acres at Pensacola
International Airport’s commerce park and ST will bring in about 400 high-skill, high-wage jobs
once construction is complete. Construction is also underway on the $85 million expansion of
the Studer Family Children’s Hospital at Sacred Heart Hospital found on 9" Avenue. West
Florida Hospital will undergo a $7 to $10 million expansion to open a new pediatric wing in
2018 as part of a new partnership between Nemours Children’s Specialty Care and West Florida
Heathcare that will bring in about 40 new staffers.

Overall, the subject’s neighborhood is following the path of other downtown locations
around the country, which have been revitalized and now project a positive image for the
community. These past trends are expected to continue with the help of private developers and
the City of Pensacola resulting in the new life cycle of the neighborhood. There are several
condominium and apartment buildings planned and under construction in the downtown area,
which will aid in the need for additional commercial support facilities. Continued revitalization
efforts and increasing populations should place upward pressure on area property values and
rents as the national economy recovers. With the past trends expected to continue, the subject

neighborhood is considered to have a bright future for commercial and residential properties.
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SITE DESCRIPTION

For better visualization of this narration, please refer to the preceding drawings and

following photographs.
PHYSICAL LOCATION:

AREA:

SHAPE:

DIMENSIONS:

INGRESS/EGRESS:

TOPOGRAPHY:

FLOOD DATA:

DRAINAGE:

The subject property is located at 600 South Barracks Street
Pensacola, Florida.

According to the survey and legal descriptions provided, the
property includes a total land area of 10.651 acres or 463,957
square feet, of which approximately 8.529 acres or 371,523
square feet is submerged land and 2.122 acres or 92,434 is
uplands.

The site has an irregular shape but offers good utility.

The property has numerous dimensions that can be found in the
legal description and includes 350 feet of frontage along the east
side of Barracks Street. It also includes a great deal of water
frontage along a partially protected area of Pensacola Bay.

As shown by photographs and maps, the property fronts along
the east side of Barracks Street, which is the Port of Pensacola’s
access road and a secondary access street that provides good
access to Main Street. The property offers good ingress and
egress and has average to good exposure to Main Street.

The subject property has a basically level topography.

FEMA Map 12033C 0390G, effective September 29, 2006, Zone
“AE” requiring a base minimal elevation of 8 feet.

The land appears to be well drained with no standing water or
wetlands noted in the upland areas. The submerged land area is
under water providing deep water access to the upland areas.
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SITE DESCRIPTION (Cont’d.)

SOIL COMPOSITION:

UTILITIES ON SITE:

SITE IMPROVEMENTS:

EASEMENTS:

ENCROACHMENTS:

RESTRICTIONS:

CONCLUSION OF
CONFORMITY:

The subject site has a sandy soil that is conducive to commercial
development, as evidenced by the existing improvements.

All public and private utilities are available to the subject site.

The upland area is currently improved with an elevated, two
story, mixed use building that includes a total leasable area of
19,743 square feet. There is covered parking below the building
and the other areas are improved with asphalt paved and gravel
parking areas. The building was constructed in 1987 and has a
current estimated effective age of about 23 years and is in
average condition. The submerged land is currently partially
improved with a floating marina facility that is in need of repair.

According to the survey provided, there are no easements that
would negatively affect the subject site’s value.

According to the survey provided, there are no encroachments
that would negatively affect the subject site’s value.

The only known restrictions are those imposed by zoning laws
by the City of Pensacola.

The subject site is found along a secondary road but has limited
exposure to Main Street (aka Bay Front Parkway).
Approximately 8.529 acres is submerged land and 2.122 acres is
uplands. The submerged land is partially protected and offers
deep water access to the uplands; however, due to wave action,
it would require a breakwater in order to develop a successful
marina. The upland area is improved with a 19,743 square foot,
mixed use building that has restaurant/bar and office uses. The
additional upland areas are improved with asphalt and gravel
parking.



LOCATION:

SIZE:

AGE:

FOUNDATION:

EXTERIOR WALLS:

ROOF:

INTERIOR FLOOR:

INTERIOR WALLS:

CEILING:

LIGHTING:

HEAT/AIR:

RESTROOMS:
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DESCRIPTION OF IMPROVEMENTS

The subject property is located at 600 South Barracks Street
Pensacola, Florida.

According to the last rent roll provided, the subject building
includes a total heated and cooled building area of 19,743 square
feet.

The building has an actual age of 31 years but has been
maintained and updated over the years giving it an estimated
effective age of about 23 years. According to the Marshall &
Swift Cost Handbook, a building of this type has a typical life of
45 years, which would indicate the building has about a 22 year
remaining life.

This building has a piling foundation and the heated and cooled
areas are above grade with a parking garage located under the
building on the ground floor.

Lapped Wood

Metal

The interior floors have a combination of floorings that include
wood, carpet and tile.

Drywall and wood.

There are a variety of ceiling types ranging from exposed
ceilings to drywall.

Lighting is provided by incandescent and fluorescent light
fixtures.

Each unit has central heat and air.
There are an adequate number of restrooms for each rental unit

in the building and common restrooms are also located on the
south end of the building.
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DESCRIPTION OF IMPROVEMENTS (Cont'd.)

FENESTRATION: Each unit has wood frame glass entry doors and fixed wood
frame windows.

CONDITION/QUALITY: The building is constructed of good quality materials that are in
good condition.

EQUIPMENT: All of the equipment is under the ownership of the tenant and
since this is the valuation of the leased fee ownership position,
no equipment is being considered.

OTHER SITE IMPROVEMENTS

In addition to the building, the property includes asphalt paved and gravel parking
areas on the south and west sides of the building. The east side of the building is the water
side and the submerged land is partially improved with a floating dock system; however,
since there is no break-water protecting the marina area, this dock is largely used for
transient boat traffic accessing the restaurant. There are no dock tenants at the marina facility
and there are no fuel facilities. For the marina to be fully utilized to its potential, a break-
water would be required along the eastern entrance into the marina to cut down on wave

action during east and southeast wind times, which are the prevailing wind directions.
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LAND USE PLANNING & ZONING

i B

Properties within the City limits of Pensacola are governed by the Clty s Zoning

Ordinances. The City has typical zoning classifications with the subject property being within

the “SSD” Site Specific Zoning District. The specific wording for this district follows.

Purpose of district. The purpose for which this section is enacted is to provide for the
option of amending an approved final development plan for any parcel of property which
was zoned SSD (site specific development) prior to May 1, 1990. Subsequent to May 1,
1990 no rezonings to SSD have been allowed.

Minor changes to an approved SSD final development plan. Minor changes to a final
development plan may be approved by the mayor, city engineer, the city planner and
building official when in their opinion the changes do not make major changes in the
arrangement of buildings or other major features of the final development plan.

Major changes to an approved SSD final development plan. Major changes such as, but
not limited to, changes in land use or an increase or decrease in the area covered by the
final development plan may be made only by following the procedures outlined in filing a
new preliminary development plan as described in_section 12-2-81

The subject improvements were approved by the City and are a legally conforming

use of the site.
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PUBLIC AND PRIVATE RESTRICTIONS

Public restrictions as to "use™ are discussed within the preceding zoning section. No

plat, deed or other private restrictions are known to the appraiser.

ENVIRONMENTAL CONCERNS

I was not provided with an environmental study of the subject property. It is located
next to the Port of Pensacola were there are storage tanks. It is an assumption of this report
that there are no environmental problems associated with the subject site. The above is a very

important assumption and limiting condition to the appraisal.
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TAXES AND ASSESSMENT ANALYSIS

The subject is assessed by Escambia County under two property numbers. These

assessments are summarized as follows.

00-0S-00-9100-010-008 | City of Pensacola - Lessor 7.4 $49,383 $894.60 0
South Florida Marine
Investors Inc. — Lessee

00-0S-00-9100-011-008 | City of Pensacola - Lessor 3.46 | $2,028,180 | $40,875.48 | 40,875.48
Merrill Land LLC — Lessee
Totals 10.86 | $2,077,563 | $41,770.08 | 40,875.48

It is noted that the assessed land size differs from the survey indicated land size,
which is fairly typical. The assessor commonly basis land sizes on County plats, which are
not as accurate as an actual survey. The survey is being relied upon for this report. The

assessed value and associated taxes are considered to be reasonable for fee simple ownership.
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FIVE YEAR HISTORY

Past Sales — There have been no sales of the subject property in the past five years.

Listings — The property is currently not listed for sale.

Offers — There are no current offers for the subject property.

Pending Sales — There are no pending sales.

Rents — The subject property was originally leased from the City of Pensacola to
Florida Sun International, Inc. who sold their interest to Seville Harbour, Inc many years ago.
The annual lease payment is $0.10/SF of the total land area (463,957 square feet), resulting in
a total annual rent payment of $46,395.70. Seville Harbour has sublet the majority of Parcel
1-A to Merrill Land, LLC at the same rate. Parcel 1-A had an initial term of 30 years with 5
year renewal options up to 30 years. Parcels | & Ill had an initial 30 year lease with an
additional renewal option for 30 more years. The initial term expired in September of 2015
and the renewal period is now in force with just over 27 years remaining at $46,395.70/year

in lease payments.
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HIGHEST AND BEST USE

A brief definition of the term "highest and best use"” would be:

"The reasonably probable and legal use of vacant land or an improved

property, which is physically possible, appropriately supported, financially

feasible, and that results in the highest value. The four criteria the highest and

best use must meet are legal permissibility, physical possibility, financial

feasibility, and maximum profitability."*

Implied within this definition is recognition of the contribution of that specific use to
community environment or to community development goals in addition to wealth
maximization. Also implied is that the determination of highest and best use results from the
appraiser's judgement and analytical skills, i.e., that the use determined represents an opinion,
not a fact.

The Highest and Best Use section of this report is the pivotal point in the appraisal
process. All previous data is used to test the four criteria of: (1) legally permitted, (2)

physically possible, (3) economically feasible, and (4) maximally productive.

LAND AS THOUGH VACANT

Legally Permissible - All legally permissible uses should be analyzed when

considering a site's highest and best use. The existing zoning regulations “SSD” Site Specific
Development, could allow for a wide variety of uses of the land but the City of Pensacola
specifically called for the development of the site with a mixed use restaurant/bar/office
building with the submerged land to be used for a marina, which would be the only use

currently possible unless the City changes the allowable use.

4 American Institute of Real Estate Appraisers, The Dictionary of Real Estate Appraisal, Third Edition, 1993, pg. 171.
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HIGHEST AND BEST USE (Cont'd.)

Physically Possible - Of the legally permissible adaptations of the site, those

physically possible uses require consideration and analysis. The size and location of the
parcel are important aspects of value. The appraised site (as a whole) contains 2.122 acres of
uplands and 8.529 acres of submerged lands. The upland area is adequate for the City’s
required use of the land, as evidenced by the existing improvements. The submerged land is
of adequate size for a marina but this body of water is susceptible to wave action caused by
east and southeast winds, which are the area’s prevailing winds. The marina was damaged by
the hurricanes in 2004 and 2005 and has never been completely rebuilt because of the wave
action and the damage that it causes to boats in the marina. As such, full utilization of the
submerged lands would not be expected until a break-water can be approved. As this
appraisal is being conducted with the property in its as is condition, |1 will make no
hypothetical condition that a marina break-water could be added to protect the marina. As
such, a marina would largely only be good for transient boat traffic accessing the restaurants
in the upland improvements.

Financial Feasibility - Of the legally permissible and physically possible adaptations

of the site, only those uses which are financially feasible should be considered. Commercial
properties in the downtown area are currently experiencing good activity and older buildings
are actively being renovated for commercial uses and there are several new developments
planned. This would tend to indicate that a commercial mixed use of the upland areas would
be financially feasible at this time.

Maximally Productive - The financially feasible use which results in the greatest

return to the land is the one which is considered to be the highest and best use of the land. A
mixed use commercial development consisting of restaurant, bar and office uses that take
maximum advantage of the land and its views would be considered the highest and best use

of the subject property, as vacant.
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HIGHEST AND BEST USE (Cont'd.)

Conclusion — Highest and Best Use As Vacant

Probable Use: Mixed Use consisting of restaurant, bar and office
commercial uses taking maximum advantage of the
available land and views.

Timing for use: Immediately

Probable buyer/user: The probable buyer would be a developer or end user.

HIGHEST AND BEST USE AS IMPROVED

The subject property is improved with a 19,743 square foot building on the uplands
and a marina on the submerged lands. The building has an estimated effective age of about 23
years and according to the Marshall & Swift Cost Handbook, this building type has an
expected life of 45 years. This would indicate there is a remaining life of about 22 years if
the improvements are not updated over the next 22 years. As such, the highest and best use as
improved would be the continued current use as a restaurant, bar and office development.
The marina in its current configuration would be good for transient traffic accessing the
restaurant and bar facilities. As the building would be expected to last only as long as the
remainder of the lease or less, it would not be expected to have any value at the end of the

holding period and the only remaining value would be that of the value of the land.
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EXPOSURE TIME

A brief definition of the term *“exposure time” would be:

“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.”

Based on the sales found within this report and conversations with local market

participants, the subject’s exposure time is estimated to be from 6 to 12 months. This

exposure time assumes the sale to have been handled by a knowledgeable real estate broker

familiar with the subject real estate market.

5 Appraisal Institute, The Dictionary of Real Estate Appraisal, 3" ed. (Chicago: Appraisal Institute, 1993), pg.

220.
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MARKETING TIME

A brief definition of the term “marketing time” would be:

“The time it takes an interest in real property to sell on the market subsequent to the
date of an appraisal.”®

Based on the sales found within this report, current listings and conversations with
local market participants, the subject’s marketing time is estimated to be from six to twelve
months. This marketing time assumes the sale to be handled by a knowledgeable real estate
broker familiar with the subject real estate market. It also assumes aggressive real estate sales

tactics and readily available contacts active in the subject real estate market.

6 Appraisal Institute, The Dictionary of Real Estate Appraisal, 3" ed. (Chicago: Appraisal Institute, 1993), pg.
220.
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THE VALUATION PROCESS

There are three (3) commonly accepted approaches to value: The Cost Approach,
Income Approach, and Sales Comparison Approach. All three utilize market derived
information and are “market driven” approaches, as will be shown in the analysis.

The Cost Approach is a summation of land value and improvement value. The land is
valued as though vacant and available for its highest and best use. The improvement is valued
by first estimating the reproduction costs new from which all forms of depreciation are
deducted. Depreciation can be both from deterioration and obsolescence. Obsolescence is
further categorized as functional or external. The analysis of obsolescence, based on the
highest and best use analysis, accounts for deductions necessary if the improvement is not
adequate for the site.

The steps for the Income approach are to first estimate an economic rent for the
subject. This analysis is made even if the property is owner occupied. From the gross
potential income there is first deducted allowance for vacancy and collection loss with further
deductions then made for the expenses applicable to the type property being valued. This net
operating income is then capitalized into an indication of value through the use of an
appropriate capitalization rate.

The Sales Comparison Approach is an estimation of the property value by comparison
with recent sales of similar or competitive properties extracted from the subject’s market.
The “market”, rather than being the immediate proximity to the subject, is considered that
area, local, regional or even national that would be considered by a prospective buyer of the
subject property.

These approaches do not make value. They are merely tools in the hands of the
appraiser who must carefully weigh each value indication, give appropriate weight to the
approach and reconcile into a final value conclusion. As this is the valuation of the leased fee

ownership position, the only applicable approach would be the income approach. The
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The Valuation Process (Cont’d.)

cost approach will be eliminated, as it has nothing to do with the current and future rental
income that can be realized by the leased fee owner but its elimination would not diminish
the reliability of the final leased fee value opinion as it would not typically be considered in
the valuation of the leased fee position of lease encumbered land. It should be noted that
leased land is purchased and sold but the prices paid are directly tied to the income producing
ability that is tied to the lease. As such, the prices paid are more tied to the investors’
requirements rather than the market value of the land. All of the land leases that | am aware
of have rental prices per square foot that ranged from $1.15/SF to $1.95/SF, which is well
above the subject’s rent of $0.10/SF. As such, any sale prices would have an over stated
value in comparison to the subject land’s leased fee value. As such, the sales comparison

analysis will also not be conducted.
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INCOME APPROACH

The income approach utilizes the principle of anticipation, which states the value is
the present worth of all expected future benefits accruing to ownership. These future benefits
are generally in the form of income streams.

There are several basic steps involved in this approach. First, the gross market rent for
the property is estimated through a comparison of other similar property leases. Next, an
allowance for vacancy and collection losses is deducted resulting in the effective gross rent
(E.G.R.). From the E.G.R. are deducted fixed expenses such as taxes and insurance, along
with variable expenses such as management, maintenance and reserves for replacement of
short-lived items such as the roof and floor coverings (when necessary). The resulting figure
is the net operating income (N.O.l.). The N.O.l. is then converted into a present dollar
estimate which is the property’s market value estimate. Converting the N.O.l. into a present
dollar estimate is called capitalization.

Capitalization techniques include the direct capitalization analysis and the discounted
cash flow analysis. The direct capitalization analysis is typically used on single tenant
properties which have very little change in income and expense ratios. This analysis assumes
the income stream extends into perpetuity. The discounted cash flow analysis is typically
used on more dynamic, multi-tenant properties which have continually changing incomes and
expenses. This analysis assumes the property will be held for a specific time period and then
sold at the end of the holding period. The property value is based on the net income streams
over the holding period, discounted to the present through the use of a present value factor
plus the present value of the net reversion or sale of the property at the end of the holding
period. The analysis used in this approach follows.

As this is the valuation of the leased fee ownership position, the income valuation
approach that will be utilized will be the discounted cash flow analysis. This analysis will

consider the cash flow that the City of Pensacola can expect over the next 27 years with these
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Income Approach (Cont’d.)

cash flows discounted back to a present value using an appropriate present value factor. The
land residual or sale of the land at the end of the holding period will then be considered and
the net sale proceeds will also be discounted back to a present value using the same present
value factor. The cash flows will then be totaled to indicate the current value of the leased fee
ownership position considering the current lease that is in place. This resulting value would

be the value that a potential buyer would pay for the leased fee ownership position.
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This analysis will consider the cash flow that the City of Pensacola can expect over

the next 27 years with these cash flows discounted back to a present value using an

appropriate present value factor. The land residual or sale of the land at the end of the

holding period will then be considered and the net sale proceeds will also be discounted back

to a present value using the same present value factor. The cash flows will then be totaled to

indicate the current value of the leased fee ownership position considering the current lease

that is in place. This resulting value would be the value that a potential buyer would pay for

the leased fee ownership position. In an effort to determine if the subject’s land lease is

reasonable the following land rents are offered.

Actual Net Rent Summary

Property/ Lease Term Land Size Annual Net Net Rent Per
Location Rent Square Foot
Smokey Bones 30 Years 81,457 SF $115,000 $1.41/SF
321 Mary Esther Blvd
Fort Walton Beach
Logans Roadhouse 37.5 Years 79,715 SF $123,750 $1.55/SF
315 Mary Esther Blvd
Fort Walton Beach
Longhorns 30 Years 41,026 SF $80,000 $1.95/SF
544 Mary Esther Blvd
Fort Walton Beach
Smokey Bones 12 Years Plus 4 — 5 | 74,052 SF $130,600 $1.76/SF
4952 Bayou Blvd Year Renewal
Pensacola Options
Logan’s Roadhouse 15 Years Plus 4 — 5 | 65,340 SF $121,000 $1.85/SF
4958 Bayou Blvd Year Renewal
Pensacola Options
Central Credit Union 20 Years Plus 4 — 5 | 35,000 SF $68,040 $1.94/SF
4964 Bayou Blvd Year Renewal
Pensacola Options
Texas Roadhouse 13 Years Remaining 87,120 SF $100,000 $1.15/SF

6150 Airport Blvd
Mobile
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Income Approach (Cont’d.)

The subject property is currently leased from the City of Pensacola to Seville
Harbour, Inc. for $0.10/SF of the total land area (463,957 square feet), resulting in a total
annual rent payment of $46,395.70. Seville Harbour has sublet the majority of Parcel 1-A to
Merrill Land, LLC. This rent is level through the holding period. The subject’s rent is well
below the other area leases, indicating it is favorable to the leasehold owner creating a
leasehold value; however, since this is the value of the leased fee ownership position, the
actual land rent being realized by the City will be the rent used.

There are 27 years remaining in the renewal period at the same terms as the original
period. As such, I will conduct a 27 year discounted cash flow analysis considering the
annual lease payments of $46,395.70 per year, which will have no increases. The current
improvements have an expected remaining economic life of about 20 years so they would not
be expected to contribute value to the land at the end of the lease period so the only value at
the end of the holding period would be the value of the land, less the cost to remove the

existing improvements. The land residual is calculated as follows.
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Land Sale No. 1

832

Commercial

Escambia County

Southwest corner of Garden Street and Alcaniz Street.
223 East Garden Street

Pensacola, FL 32502

00-0S-00-9001-001-217

Seville Centre, LLC

Florida Institute For Human and Machine Cognition, Inc.
July 21, 2017

7750/33

Fee Simple

Owner Financing Terms Similar to Cash

Arm's Length

$2,000,000

C-2A Downtown Retail Commercial

All

Level

Rectangular

265.5 x 320

Zone X

1.940 Acres 84,506 SF
DU 586 FF
1.940 Acres

Acres

$1,030,928/Acre

$23.67/SF

/DU

$3,413/FF

$23.67/SF

Tony Terhaar, Seller, , Date April 02, 2018
Tom Fruitticher, MAI

360 DOM

No other sales in previous 5 years.
$726,287 Year 2017

This is a vacant parcel that was cleared at the time of sale. It offers 265.5 feet of frontage along the south side
of Garden Street and 320 feet of frontage along the west side of Alcaniz Street. There are no wetlands
associated with this property. The buyer purchased this site for future office development.
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Assessed Value

Remarks
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Land Sale No. 2

649

Vacant Land

Escambia County

The property is located along the west side of Baylen Street and the north
side of Government Street just west of Palafox Street.

221 South Baylen Street

Pensacola, FL 32502

00-0S-00-9001-002-118

Theo D. Baars, Il et al
316, Inc.

September 16, 2016
7597/1386

Fee Simple

Cash

Arm's Length
$675,000

C-2A Downtown Retail Commercial

All

Level

"L" Shaped

77 x 105 x 100.8 x 65 x 169.5 x 170

Zone X

0.451 Acres 19,641 SF
DU 142 FF
0.451 Acres

Acres

$1,497,006/Acre

$34.37/SF

/DU

$4,754/FF

$34.36/SF

Theo Baars, Seller, 850-982-3030, Date February 28, 2017
Tom Fruitticher, MAI

1246 DOM

No other sales in previous 5 years.

$492,959 Year 2016

This is an "L" shaped property that offers 65' of frontage along the west side of Baylen Street and 77" of
frontage along the north side of Government Street. At the time of sale, the property was improved with a
5,661 square foot office building with an additional 415 square feet of covered porches that was constructed in
1957. The building has outlived its economic life and the buyer has since demolished it. The estimated cost to
remove the structure was $33,000, which works out to $1.76/SF of land area.
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Property Type
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Grantor

Grantee
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Property Rights Transferred
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Sale Price/Developable Unit
Sale Price/Front Foot
Sale Price/Developable Acres
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Confirming Appraiser
Days On Market

Five Year Sales History
Assessed Value

Remarks

Land Sale No. 3

627

Downtown Commercial

Escambia County

Southeast Corner of Garden Street and Manressa Street
223 East Garden Street

Pensacola, FL 32502

00-0S-00-9001-002-217

Seville Centre, LLC

SFB of Northwest Florida, LLC
August 19, 2016

7576/567

Fee Simple

Cash to Seller

Arm's Length

$1,984,042

C-2A Downtown Retail Commercial

All public and private.

Level

"L" Shaped

241.58' x 480.03' x 161.43' x 159.97' x 80.21' x 320.04"'

2.368 Acres 103,150 SF
DU 721 FF
2.368 Acres

Acres

$837,856/Acre
$19.23/SF
/DU
$2,752/FF
$19.23/SF

Bo Carter, Buyer Rep., 850-384-6667, Date November 15, 2016

Rodger Lowery, MAI
Unknown

None noted three years prior.
$1,475,268 Year 2016
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The subject property was purchased for the development of a five-story Class "A" Professional Office building
anchored by ServisFirst Bank on the ground floor. The improvements will include 139 parking spaces with the
rents for floors two through five ranging from $21.50 to $24.50, triple-net.
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Property Identification
Record ID

Property Type

County

Location

Address

Tax ID

Sale Data

Grantor

Grantee

Sale Date

Deed Book/Page

Property Rights Transferred
Financing

Conditions of Sale

Sale Price

Land Data

Zoning

Utilities Available
Topography

Shape

Land Dimensions

Flood Zone

Land Size — Acres and SF
Developable Units and FF
Uplands

Wetlands
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Sale Price/Developable Acres
Verification

Confirming Appraiser
Days On Market

Five Year Sales History
Assessed Value

Remarks

This site is located on the east side of a service road that extends along the east side of Pensacola Beach
Boulevard, just south of the toll booth from the bridge that leads to the island. Adjoining the site to the north is
a parasailing business and to the south is a go-kart track and snack shack for the Bonifay Water Sports. Across
the street to the west are the water towers for the Island. To the east is the Santa Rosa Sound or Intracoastal
Waterway, which provides good water views and unlimited water activities. Numerous restaurants, shops, and
public Gulf front beaches can also be found within walking distance. The site was improved with a mini golf
course that was given no value and buyers plan to develop the site with a clubhouse building for the Yacht

Club.
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Land Sale No. 4

443

Waterfront Land

Escambia County

East side of Pensacola Beach Boulevard just south of the Toll Gate.
450 Pensacola Beach Boulevard

Pensacola Beach, FL 32561

28-25-26-0900-001-004

Bonifay Water Sports
Pensacola Beach Yacht Club
March 09, 2015

7316/571

Leasehold

Conv.

Arm's Length

$500,000

Rec/R-PB

All

Sloping to Water

Rectangular

155.6 x 183.11 x 155.6 x 187.7

Zone VE El 12

0.690 Acres 30,056 SF
DU 156 FF
0.690 Acres

Acres

$724,638/Acre
$16.64/SF
/DU
$3,205/FF
$16.64/SF
John Ehrenreich, Seller, , Date August 04, 2015
Tom Fruitticher, MAI
Not marketed
No other sales in previous 5 years.
Year 2015
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Property Identification
Record ID

Property Type

County

Location

Address

Tax ID

Sale Data

Grantor

Grantee

Sale Date

Deed Book/Page

Property Rights Transferred
Financing

Conditions of Sale

Sale Price

Land Data

Zoning

Utilities Available
Topography

Shape

Land Dimensions

Flood Zone

Land Size — Acres and SF
Developable Units and FF
Uplands

Wetlands

Indicators

Sale Price/Gross Acre
Sale Price/Gross SF

Sale Price/Developable Unit
Sale Price/Front Foot
Sale Price/Developable Acres
Verification

Confirming Appraiser
Days On Market

Five Year Sales History
Assessed Value

Remarks

This is a slightly irregular shaped parcel that offers about 503 feet of frontage along Santa Rosa Sound and a
similar amount of frontage along Pensacola Beach Boulevard and a service road. In addition to the upland, the
sale included a submerged land lease for a boat dock and boat lift. The upland area is fairly level and was
improved with a go-cart track and several small gazebo buildings having a total size of about 3,200 square feet
but the improvements did not contribute to the value of the land. The buyer purchased this property for future

re-development.

Land Sale No. 5

868
Commercial
Escambia County

East side of Pensacola Beach Boulevard just south of the toll both.

Pensacola Beach Boulevard
Pensacola Beach, FL 32561
28-2S-26-0900-002-008

Bonifay Water Sports, Inc.
Beach To Bay LLC

March 13, 2017
7684/1080

Leasehold

Cash

Arm's Length

$1,342,000

Recreational

All

Level

Slightly Irregular

Numerous

Zone VE

1.940 Acres 84,506 SF
DU 503 FF
1.940 Acres

Acres

$691,753/Acre
$15.88/SF
/DU
$2,668/FF
$15.88/SF
Robert Rinke, Buyer, 850-516-4611, Date June 05, 2018
Tom Fruitticher, MAI
0 DOM
No other sales noted in the previous 5 years.
Year 2017
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Land Sale No. 5
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Sales Location Map

ensacola

Naval Live

Oaks Nature.

Oriole Beach

A'C.Read Golf Course @
Gulf Breeze %
Q:‘:" Naval Aviation Museum
Fort Pickens
LAND RESIDUAL VALUE ANALYSIS
Land Sales Summary Grid

Comparable 1 Comparable 2 Comparable 3 Comparable 4 Comparable 5

Location: 223 East Garden| 221 South Baylen| 223 East Garden 450 Pensacola| Pensacola Beach
Street Street] Street| Beach Boulevard Boulevard

City Pensacola Pensacola Pensacola| Pensacola Beach| Pensacola Beach
Property Rights Fee Simple Fee Simple Fee Simple Leasehold Leasehold
Financing Owner Financing Cash Cash to Seller Conv. Cash
Conditions of Sale Arm's Length Arm's Length Arm's Length Arm's Length Arm's Length
Date of Sale: 7/21/2017 9/16/2016 8/19/2016 3/9/2015 3/13/2017
Sale Price: $2,000,000 $675,000 $1,984,042 $500,000 $1,342,000
Property Type Commercial Land] Commercial Land] Commercial Land] Waterfront Land Mixed Use
Utilities Available All All All public and All All
Topography Level Level Levell  Sloping to Water Level
Shape Rectangular "L" Shaped "L" Shaped Rectangular|  Slightly Irregular
Land Size Acres 1.940 Acres 0.451 Acres 2.368 Acres 0.690 Acres 1.940 Acres
Land Size Upland Acres 1.940 Acres 0.451 Acres 2.368 Acres 0.690 Acres 1.940 Acres
Land Size FF 586 FF 142 FF 721 FF 156 FF 503 FF
Land Size SF 84,506 SF 19,641 SF 103,150 SF 30,056 SF 84,506 SF
Price/Acre: $1,030,928/Acre|  $1,497,006/Acre $837,856/Acre $724,638/Acre $691,753/Acre
Price/FF $3,413/FF $4,754/FF $2,752/FF $3,205/FF $2,668/FF
Price/SF $23.67/SF $34.37/SF $19.23/SF $16.64/SF $15.88/SF
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LAND RESIDUAL VALUE ANALYSIS (Cont’d.)

SUBJECT SITE DESCRIPTION SUMMARY: The subject site is found within the
downtown area of Pensacola, just off a main arterial. The upland area is 2.122 acres or
92,434 square feet in size, offers good utility and is zoned for a mixed use commercial
development. The land has a level topography and offers water frontage on Pensacola Bay.

A search of the area was made for land sales that have a similar highest and best use
to the subject resulting in the previous sales. These properties will be compared to the subject
property on a value per square foot basis as this is a common way for area buyers to consider
purchases. There have been very few recent commercial water front sales in this area so
interior sales in the immediate area are also being used. It is noted that the two commercial
water front sales that were available have values that are in line with the interior downtown
sales, indicating the interior land sales are applicable. The adjustments considered are as
follows.

PROPERTY RIGHTS SOLD - In all of the comparable sales, the property rights sold
were those of the fee simple interest or leasehold interest wherein the terms of the lease
equate to ownership similar to fee simple interest. As the interests sold are similar to the
interest being appraised at the end of the 27 year holding period, no property rights
adjustments are considered to be necessary.

FINANCING - The properties also sold for cash or terms considered to be similar to a
cash sale requiring no financing adjustments.

CONDITIONS OF SALE - All of the sales were arms-length transactions requiring no

conditions of sale adjustments.
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LAND RESIDUAL VALUE ANALYSIS (Cont’d.)

EXPENDITURES IMMEDIATELY AFTER PURCHASE - Sales two and five had
improvements on them at the time of sale that either were or will have to be removed prior to re-
development. Sale two’s removal cost was indicated to be $1.76/SF of the land area, which will
be used as an upward adjustment. Sale five included about 3,200 square feet of buildings that can
be removed for about $5.00/SF or $16,000, which works out to $0.19/SF of the land area. This
will also be used as an upward adjustment.

MARKET CONDITIONS ADJUSTMENT - Sales one and five are fairly recent
having taken place in 2017 and no adjustment is necessary for them but the market conditions
have been improving and sales two, three and four would require consideration for the
improved market conditions. Sale three adjoins sale one to the west and they are very similar
in all respects with the exception of the date in which they took place. Sale three sold on
8/2016 for $19.23/SF and about 1 year latter sale one sold on 7/2017 for $23.67/SF. This
comparison would indicate the 2016 sales would require an upward 23% adjustment to
compare to the more recent sales. This is a fairly large adjustment for such a short period of
time but considering all of the recent activity in the downtown area, it is considered realistic
but will likely not continue to increase at such rates.

Sales four and five are also located next to each other but the same analysis can not be
conducted with these two sales, as sale four is so much smaller than sale five. Sale four took
place in 2015, or about a year prior to the 2016 sales. As such, it will be adjusted up by 46%
considering the two year difference between it and the most recent sales.

LOCATION & PHYSICAL ADJUSTMENTS - The subject site is located in
downtown Pensacola in the highly desirable historic district, which is very similar to sales
one, two and three. Sales four and five are located on Pensacola Beach in the similarly

desirable commercial core of the beach and no location adjustment is necessary.
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LAND RESIDUAL VALUE ANALYSIS (Cont’d.)

Sales one, three and five are very similar in size to the subject property and sales two
and four are much smaller. Sale four is somewhat in line in value with the larger sales, after
the previous adjustments are considered, indicating little or no size adjustments are
necessary. Sale two in comparison to the larger sales would indicate a fairly large downward
adjustment of about 50% would be required and it is about the same size as sale four. As
these two comparisons are so different, no size adjustment will be made but size will be
considered in the final reconciliation.

Sales four and five offer water front features, while sales one, two and three do not.
Typically, a water front feature would be expected to command a premium but after the
previous adjustments are considered, they have values that are similar to the interior sales so
no adjustment will be made. The sales are considered similar enough in all other respects that
no other adjustments are necessary. The previous adjustments are shown on the following

adjustment grid.

Land Sales Adjustment Grid

Comparable 1| Comparable 2| Comparable 3| Comparable 4| Comparable 5
Sale Price /SF $23.67 /SF $34.37 /SF $19.23 /SF $16.64 /SF $15.88 /SF
Property Rights Adjustment 0% 0% 0% 0% 0%
Property Rights Adj. $/SF $23.67 /SF $34.37 /SF $19.23 /SF $16.64 /SF $15.88 /SF
Financing Adjustment 0% 0% 0% 0% 0%
Financing Adj. $/SF $23.67 /SF $34.37 /SF $19.23 /SF $16.64 /SF $15.88 /SF
Conditions of sale Adjustment 0% 0% 0% 0% 0%
Conditions of sale Adj. $/SF $23.67 /SF $34.37 /SF $19.23 /SF $16.64 /SF $15.88 /SF
Expenditures Immediately After
Purchase Adjustment $.00 /SF $1.76 /SF $.00 /SF $.00 /SF $.19 /SF
Expenditures Adj. $/SF $23.67 /SF $36.13 /SF $19.23 /SF $16.64 /SF $16.07 /SF
Market Conditions Adjustment 0% 23% 23% 46% 0%
Market Conditions Adj. $/SF $23.67 /SF $44.44 /SF $23.65 /SF $24.29 /SF $16.07 /SF
Locational & Phsical Characteristic
Adjustments
Location Adjustment 0% 0% 0% 0% 0%
Property Type/Zoning Adjustment 0% 0% 0% 0% 0%
Utilities Adjustment 0% 0% 0% 0% 0%
Topography Adjustment 0% 0% 0% 0% 0%
Shape Adjustment 0% 0% 0% 0% 0%
Size Adjustment 0% 0% 0% 0% 0%
Wetlands Adjustment 0% 0% 0% 0% 0%
Value Indiation $23.67 /SF $44.44 /SF $23.65 /SF $24.29 /SF $16.07 /SF
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LAND RESIDUAL VALUE ANALYSIS (Cont’d.)

RECONCILIATION - Sale two is well outside the value of the other sales so it will be
given no weight. Sales four and five are the only commercial water front sales available and the
value difference between the larger sale five and the similar sized sales one and three may be the
requirement to build on pilings due to being located in a flood zone, as this adds greatly to the
development costs. Sale four’s value is higher than sale five’s but this is considered to be a result
of the smaller size. As the subject site is also located in a flood zone and improvements would
have to be constructed on pilings, more weight will be given to sale five with some upward
influence from the other sales to indicate an applicable value of $19.00/SF. Applying this to the
subject’s upland area of 92,434 square feet, results in a current land value opinion of $1,756,246,
which can be rounded to $1,756,000. It should be noted that the subject land includes submerged
land that can be used for marina facilities, which is very similar to sale five. As sale five’s
upland value would have the submerged land potential inherent in its value, the subject’s value
of $1,756,000 would also be expected to have this inherent value.

From this value should be deducted the cost to remove the existing improvements, as
they would not be expected to have value at the end of the holding period and would need to be
removed so the land could be re-developed. According to the Marshall & Swift Cost Handbook,
the improvements can be demolished and removed for a cost range of $3.64/SF to $5.62/SF.
Other appraisals that | worked on where building removal was necessary had costs that ranged
from $4.50/SF to $5.50/SF. For this analysis | will consider a removal cost of $5.00/SF.
Applying this to the building size of 19,743 square feet indicates a total removal cost of $98.715,
which will be rounded to $99,000. Deducting the removal costs from the vacant land value of
$1,756,000 would indicate an as is land value of $1,657,000.

The value of $1,657,000 is a present value but the land residual or value at the end of the
holding period is what should be applied to the cash flow analysis. Property values have risen
and fallen over the past but to get an idea of value trends sales and resales of random vacant

parcels in the downtown area were researched.
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LAND RESIDUAL VALUE ANALYSIS (Cont’d.)

Parcel #00-0S-00-9070-030-056 sold on 11/15/2010 for $650,000 per O.R. 6649/1649.
This same parcel resold 7 years latter for $737,500 per O.R. 7827/468. Comparing the older sale
to the newer sale indicates an overall increase in value of 13.5% or an average annual increase of
about 1.9% annually.

Parcel #00-0S-00-9080-280-087 sold on 10/2006 for $50,000 per O.R. 6011/1120. This
same parcel resold 10.5 years latter for $58,000 per O.R. 7689/728. Comparing the older sale to
the newer sale indicates an overall increase in value of 16% or an average annual increase of
about 1.5% annually.

Parcel #00-0S-00-9025-001-008 sold on 04/2006 for $3,900,000 per O.R. 5885/110. This
same parcel resold 10 years latter for $3,000,000 per O.R. 7509/1985. Comparing the older sale
to the newer sale indicates an overall decrease in value of 23% or an average annual decrease of
about 2.3% annually.

Parcel #00-0S-00-9080-002-136 sold on 07/1989 for $145,000 per O.R. 2727/837. This
same parcel resold 27 years latter on 07/2016 for $406,600 per O.R. 7554/411. Comparing the
older sale to the newer sale indicates an overall increase in value of 180% or an average annual
increase of about 6.7% annually.

As shown, values can vary over time. The value changes identified range from a -2.3%
annually to a +6.7% annually and averaged about +2% annually. No one knows what will
happen in the future but it is a fairly safe estimate that values will increase over the next 27
years. As such, | will consider a 2% average annual compound increases to indicate a land
residual value of $2,828,310 at the end of the 27 year holding period. From this I will deduct 5%
for Realtor Commissions and 1% for closing costs to indicate net sale proceeds of $2,658,611,
which will be rounded to $2,659,000.

The subject’s land lease is net to the leased fee owner, indicating the leased fee owner
has no responsibility for the taxes, insurance or maintenance on the property. As such, there are
no deductions from the annual lease proceeds. The annual lease proceeds of $46,395.70 will be

used for the 27 year discounted cash flow analysis. As was shown above, the net reversion value
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LAND RESIDUAL VALUE ANALYSIS (Cont’d.)

of the land at the end of the holding period is $2,659,000. These future cash flows will be

discounted back to a present value using an appropriate present value factor.

Income Approach

Following is the Fourth Quarter 2017 Investor Survey from Price Waterhouse Cooper,
which shows the National Net Lease market Internal Rates of Return (discount rate) for retail
and office buildings ranging from 5% to 11.5% and the average being from 7.05 to 7.6.
Typically, national credit tenants command the lower end of this range and less credit worthy
tenants command the upper end. As the subject property is not occupied by a national credit
tenant but does have a good track record, its’ internal rate of return would be expected to be
above the average but lower than the upper end of the range. For this analysis, | will consider a

rate between the average and the upper end or 9%.

Economic Indicators | PwC Real Estate Investor Survey, Q4 2017

Regional Mall CBD Office Warehouse Apartment

Q42017 ‘ Q32017 Q42017 | Q3 2017 Q42017 | Q32017 Q42017 Q32017
Discount Rate (IRR)?
Range (%) 5.00-11.50 5.00-11.50 5.50-9.00 5.50-9.50 5.50-9.00 5.50-9.00 5.50-10.00 | 5.50-10.00
Average (%) 7.60 7.60 7.05 7.13 6.60 6.65 7.26% 7.28%
Change (bps) 0 -8 -5 -2
Overall Cap Rate (OAR)?
Range (%) 4.00-10.00 4.00-10.00 3.50-8.00 3.50-7.50 3.30-6.90 4.00-6.90 3.50-7.50 3.50-7.50
Average (%) 6.25 6.23 5.73 5.66 5.06 5.22 5.32 5.35%
Change (bps) +2 +7 -16 -3
Residual Cap Rate
Range (%) 4.00-10.00 4.00-10.00 4.75-8.00 4.75-7.50 5.00-7.50 5.00-7.00 4.25-7.75 4.25-7.75
Average (%) 6.68 6.70 6.16 6.11 5.90 5.96 5.74 5.79
Change (bps) -2 +5 -6 -5

aRate on unleveraged, all-cash transactions. Definitions: bps, basis points. Discount Rate (IRR), internal rate of return in an all-cash transaction, based on annual year-end
compounding. Overall Cap Rate (OAR), initial rate of return in an all-cash transaction. Residual Cap Rate, overall capitalization rate used in calculation of residual price;
typically applied to the NOI in the year following the forecast. Survey involves institutional-grade properties. Source: PwC Real Estate Investor Survey; Personal survey
conducted by PwC during December 2017. For subscription information, please visit http://bit.ly/pwc_real_estate_survey or call 1-800-654-3387.

A summary of the cash flow analysis follows.
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27 Year Cash Flow Analysis

Year 1 2 3 4 5 6 7 8 9 10
Total Annual Income $46,396 $46,396 $46,396 $46,396 $46,396 $46,396 $46,396 $46,396 $46,396 $46,396
Present Value Factor @

7.3% 0.9174 0.8417 0.7722 0.7084 0.6499 0.5963 0.5470 0.5019 0.4604 0.4224
Present Value Indication $42,564 $39,052 $35,827 $32,867 $30,153 $27,666 $25,379 $23,286 $21,361 $19,598
Year 11 12 13 14 15 16 17 18 19 20
Total Annual Income $46,396 $46,396 $46,396 $46,396 $46,396 $46,396 $46,396 $46,396 $46,396 $46,396
Present Value Factor @

7.3% 0.3875 0.3555 0.3262 0.2992 0.2745 0.2519 0.2311 0.2120 0.1945 0.1784
Present Value Indication $17,978 $16,494 $15,134 $13,882 $12,736 $11,687 $10,722 $9,836 $9,024 $8,277
Year 21 22 23 24 25 26 27*

Total Annual Income $46,396 $46,396 $46,396 $46,396 $46,396 $46,396 | $2,705,396

Present Value Factor @

7.3% 0.1637 0.1502 0.1378 0.1264 0.1160 0.1064 0.0976

Present Value Indication $7,595 $6,969 $6,393 $5,864 $5,382 $4,937 | $264,047

*Includes Annual Rent of $46,396 Plus Land Value Reversion of $2,659,000
Total Value of Cash Stream Plus Reversion $724,708
The above cash flow analysis indicates the total present value of the future cash flows to
be $724,708, which can be rounded to $725,000. This is the value to the leased fee ownership

position, which is currently owned by the City of Pensacola.

Subject to the above and the limiting conditions and certification as set forth herein, it
IS my opinion that the market value of the Leased Fee Estate of the Pitt Slip Marina and Fish
House Property as of the last date of inspection, June 4, 2018, was:

SEVEN HUNDRED TWENTY FIVE THOUSAND DOLLARS
$725,000
(Leased Fee Market Value)

The above value is the value of the leased fee estate ownership interest considering
there are 27 years remaining on the existing lease. This value represents the value a buyer
could pay for the City of Pensacola’s interest and realize a required return on the investment.
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QUALIFICATIONS AS AN APPRAISER

TOM FRUITTICHER, MAI
State-Certified General Real Estate Appraiser #0002029 (Florida)
Certified General Real Property Appraiser #G00788 (Alabama)
3000 Langley Avenue, Suite 402, Pensacola, Florida — Tom@flagl.net
Cell Phone 850-982-2470

EDUCATION
B.A. Political Science, University of West Florida, Pensacola, Florida, 1986

APPRAISAL INSTITUTE COURSES SUCCESSFULLY COMPLETED

"Report Writing and Valuation Analysis”, Florida State University, 1995; "Advanced Applications", University of
Alabama, 1995; "Advanced Sales Comparison & Cost Approach”, Orlando College, 1995; "Highest & Best Use and
Market Analysis", Kissimmee, Florida, 1995; "Advanced Income Capitalization", University of Alabama, 1994; "General
Applications", University of Colorado Boulder, 1994; "Basic Income Capitalization", University of Colorado Boulder,
1994; "Standards of Professional Practice, Part A & B, USPAP", Florida State University, 1993; "Basic Valuation
Procedures”, University of Alabama, 1990; "Real Estate Appraisal Principles", University of Georgia, 1989

CONTINUING EDUCATION & ADDITIONAL REAL ESTATE RELATED COURSES

COMPLETED

Business Practices & Ethics 12/30/2017 (4 Hours), Subdivision Valuation 8/2/2017 (7 Hours), Case Studies in Complex
Valuation 4/28/2017 (7 Hours), Advanced Spreadsheet Modeling 5/18/2016 (14 Hours), Staying Out of Trouble
6/19/2015 (7 Hours), USPAP Update 10/10/2016 (7 Hours), Florida appraiser Core Law 10/2016 (3 Hours) Real Estate
Finance Statistics 9/25/2014 (14 Hours), Residential Applications: Using Technology to Measure and Support
Assignment Results 5/23/2014 (7 Hours), Using Spreadsheet Programs in RE Appraisals 5/22/2014 (7 Hours) Qualitative
Analysis 9/13/2012 (4 Hours), IRS Valuation 7/19/2012 (2 Hours), Litigation Appraising 10/17/2011 (15 Hours),
Business Practices and Ethics 10/13/2011 (4 Hours), Online Advanced Internet Search Strategies 8/24/2011 (7 Hours),
Appraisal Laws and Rules 9/24/10 (3 Hours), Roles/Responsibilities Supervisor/Trainee 9/24/10 (3 Hours),The
Appraiser as an Expert Witness 5/19/10 (15 Hours), Condemnation Appraising: Principles & Applications 5/1/09 (17
Hours), The New Residential Market Conditions Form 3/3/09 (3 Hours), Appraisal Laws and Rules 4/24/08 (3 Hours),
Roles/Responsibilities Supervisor/Trainee 4/24/08 (3 Hours), Business Practices & Ethics 11/1/07 (8 Hours), Analytics
with the Site to Do Business 8/3/07 (7 Hours), A Professional’s Guide to Conservation Easements 7/15/07 (4 Hours),
Residential Site Valuation & Cost Approach 4/12/07-4/13/07 (15 Hours), Residential Market Analysis & Highest & Best
Use 4/10/07-4/11/07 (15 Hours), Appraising Forestland and Timber 2/9/06 (7 Hours), Subdivision Valuation 1/27/06 (7
Hours), Appraising Environmentally Contaminated Properties 1/17/06 (7 Hours), “Uniform Standards for Federal Land
Acquisitions” 3/23/04 (16 Hours), “Effective Appraisal Writing” 8/22/03 (7 Hours), Florida State Law & USPAP
Review 11/8/02 (7 Hours), Appraisal Strategies 10/29/02-10/30/02 (15 Hours), Florida Broker Post-License —
Management 2/14/02-2/16/02 (30 Hours), Florida Broker Post-License — Contracts 3/21/02-3/23/02 (30 Hours), Data
Confirmation & Verification 3/30/01 (7 Hours), Multifamily Housing Development 3/8/01-3/9/01 (16 Hours), Florida
Broker Pre-License 3/16/00 — 3/31/00 (72 Hours), Valuing Real Property — 3/31/00 (31 Hours), Partial Interest VValuation
— Divided & Undivided 1/13/00 — 1/14/00 (14 Hours) 1999 Symposium-Val. & the Evolution of the RE Cap. Mkts.
10/5/99 — 10/6/99 (10 Hours), FHA Homebuyer Protection Plan & The Appraisal Process 10/15/99 (7 Hours), Standards
of Professional Practice, Part “C” 4/29/99 - 4/30/99 (16 Hours), Advanced Techniques Using the Marshall Valuation
Service: Segregated Method, New Orleans, Louisiana, 1990; Using the Marshall Valuation Service: Calculator Method,
New Orleans, Louisiana, 1990; "Real Estate Principles and Practice”, Pensacola, Florida, 1986; "Coastal Zone
Management and Residential Development”, University of West Florida, 1985; "Professional Selling", University of
West Florida, 1986; "Real Estate Law", Pensacola Junior College, 1983
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The Fruitticher - Lowery Appraisal Group - Co-Owner and Appraiser (Residential and Commercial

Real Estate).

1987-1997

Properties Appraised:

Gene Presley & Associates - Independent contractor of commercial and residential appraisals.

For over 20 years, | have appraised single-family residential properties in the Pensacola
Metropolitan Area and a variety of commercial properties throughout Northwest Florida and
South Alabama that includes Apartments, Offices, Strip Shopping Centers, Subdivisions,
Condominium Complexes, Restaurants, Industrial Buildings, vacant commercial sites and
large acreage tracts (see attached list for notable properties appraised). | have also completed
apartment project feasibility studies through the MAP program and office and hotel
feasibility studies.

Principal Clients: Past clients include: The U.S. Army Corps of Engineers, The Florida Department of Environmental

PROFESSIONAL AFFIL

Protection, The City of Pensacola, The City of Fort Walton Beach, Emerald Coast Utility
Authority, B.B.& T, Premier Bank, Peoples First Bank, Trustmark Bank, Gulf South Bank,
Bank of North Georgia, Empire Financial, Red Mountain Bank, Atlantic Bank, Deutsche
Banc, Bear Sterns, Whitney Bank, First National Bank, Nations Bank, Commerce South
Bank, Emerald Coast Bank, Compass Bank, Vanguard Bank, Regions Bank, GMAC
Mortgage, Member’s First Credit Union, Florida Communities Trust, Resort Mortgage, Bank
of Pensacola to name a few.

IATIONS/LICENSES

Member Appraisal Institute, MAI #11325 (North West Florida Chapter of the Appraisal Institute Ex-Officio — 2010,
President 2009 and the 2008 & 2007 Vice President)

Florida State Certified General Appraiser License #RZ 0002029 (Expiration Date 11/30/2018)

Alabama State Certified General Real Property Appraiser #G00788 (Expiration Date 9/30/2019)

Florida Licensed Real Estate Broker License #BK 0491970 (Expiration Date 3/31/2018)

Member - Home Builders Association of West Florida

Member - Pensacola Association of Realtors (Florida & National Association of Realtors)

Member - Pensacola Area Chamber of Commerce

REFERENCES
1 Mr. Todd Seigle

Trustmark National Bank
Post Office Box 5736
Destin, Florida 32540
Phone (850) 337-0709

4. Mr. Karl Nixon, Review Appraiser
U.S. Army Corps of Engineers
P.O. Box 4970
Jacksonville, Florida 32232-0019
Phone (904) 232-2339

Fax (850) 337-0719

Mr. Keith Parks, Vice President
Beach Community Bank

33 West Garden Street
Pensacola, Florida 32501
Phone (850) 202 - 9900

Fax (850) 202-9901

Mr. Perry Palmer, Vice President
Bank of Pensacola

500 South Palafox St.
Pensacola, Florida 32502
Phone (850) 483-6597

Fax (850) 453-2736

Mr. Clark Davis

State of Florida. DEP

3900 Commonwealth Boulevard
Tallahassee, Florida 32399-3000
Phone (850) 488-9025

Fax (850) 488-3379

Mr. Rex McKinney - President
Servis 1st Bank

316 S. Baylen Street, Suite 100
Pensacola, Florida 32502

Phone (850) 266-9121

Fax (850) 266-9101
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PARTIAL SUMMARY OF NOTABLE APPRAISAL PROJECTS COMPLETED

Motels

[ ]
Apartments

Best Western Motel, Via Deluna Dr., Pensacola Beach, Florida

Wingate Inn Hotel, Destin, Florida

Hampton Inn, Hwy 98, Fort Walton Beach, Florida

New World Landing, Pensacola, Florida

Paradise Motel, Pensacola Beach, Florida

Hilton Garden Inn (Proposed), Jacksonville Beach, Florida

Ramada Inn, Highway 98, Fort Walton Beach, Florida

Comfort Inn, Fort Pickens Road, Pensacola Beach, Florida

Best Western Motel, Highway 98, Navarre, Florida

Best Western Motel (Proposed), Santa Rosa Boulevard, Fort Walton Beach, Florida
Best Western Motel (Proposed), I-10 at Bullard Avenue Exit, New Orleans, Louisiana
Holiday Inn Express (Proposed), John Sims Parkway, Niceville, Florida

Ramada Inn Limited (Proposed), I-10 at Highway 185 Exit, Defuniak Springs, Florida
Ramada Inn Limited, I-10 at Pine Forest Road Exit, Pensacola, Florida

Residence Inn (Proposed), Chase Street, Pensacola, Florida

Country Wood Apartments MAP Feasibility Study

Austin Woods Apartments, Pensacola, Florida

The Reserve Apartments, Gulf Breeze, Florida

Indian Lakes Apartments, Destin, Florida

Fairfield Villas Apartments, Pensacola, Florida

Huntington Arms Apartments, Gulf Breeze, Florida

Sugar Loaf Apartments, Airport Road, Destin, Florida

Cayo Grande Apartments, Racetrack Road, Fort Walton Beach, Florida
Briarwood Apartments, Olive Road, Pensacola, Florida

Lakeside Apartments (Proposed), Highway 98 West, Pensacola, Florida
Sandalwood Apartments, Highway 98 West, Pensacola, Florida
Creekside Apartments, Creekside Drive, Pensacola, Florida

Golf Courses

Restaurants

The Moors Golf Course, Avalon Boulevard, Pace, Florida
Heritage Plantation Golf Course & PUD, Crestview, Florida
Perdido Bay Golf Club, Pensacola, Florida

Seascape Golf Course and Resort, Highway 98, Destin, Florida

The Back Porch Restaurant, Old Highway 98, Destin, Florida

Jubilee’s Restaurant & Capt. Funs, Pensacola Beach, Florida

Pat Obrien’s Restaurant & Entertainment, Destin, Florida

The Boardwalk Entertainment Facility, Fort Walton Beach, Florida
Dempsey’s Restaurant, Highway 182, Orange Beach, Alabama
Flounder’s Restaurant, Quiet Water Beach Boulevard, Pensacola Beach, Florida
McGuires Irish Pub, Gregory Street, Pensacola, Florida

Kooter Brown’s Sport Bar, Highway 98 West, Pensacola, Florida
Nobusei’s Japanese Restaurant, 9" Avenue, Pensacola, Florida
Trigger’s Seafood Restaurant, Gulf Beach Highway, Pensacola, Florida
Outrigger Restaurant (Proposed), Orange Beach, Alabama

The 331 Restaurant, Santa Rosa Beach, Florida
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Planned Unit Developments/Condominiums

Emerald Grand mixed use development (287 Units & 82,896 SF Commercial), Destin, Florida
Lagrange Landing PUD, Freeport, Florida

River Walk PUD, Freeport, Florida

Portofino Condominiums (750 Units Proposed), Pensacola Beach, Florida

Sterling Breeze Condominiums (145 Units), Panama City, Florida

Water Mark Condominiums (339 Units Proposed), Fort Walton Beach, Florida

Twin Palms Condominiums (90 Units Proposed), Panama City Beach, Florida

Gulf Crest Condominiums (151 Units Proposed), Panama City Beach, Florida

Villas at Seacrest Beach (Proposed) C-30A, South Walton County, Florida

Celadon Condominiums (193 Units Proposed), Panama City Beach, Florida

Beach Retreat Condominiums (44 Units Proposed), Destin, Florida

Saint Martins Condominiums (Proposed), Highway 98, Destin, Florida

South Harbour Condominiums (Proposed), Fort Pickens Road, Pensacola Beach, Florida
Terrace Crest Subdivision (Proposed), Shoreline Drive, Gulf Breeze, Florida

Sunsail Subdivision (Proposed), Indian Trail Drive, Destin, Florida

Tiger Trace Subdivision (Proposed), Highway 98, Gulf Breeze, Florida

Shopping Centers

Landmark Center (Proposed), Fort Walton Beach, Florida

Target Shopping Center on Blue Angel (Proposed), Pensacola, Florida
Cordova Collections Shopping Center, Pensacola, Florida

Thursday’s Plaza, Pensacola, Florida

Six Palms at Gulf Place, Santa Rosa Beach, Florida

Uptown Station Shopping Center, Eglin Parkway, Fort Walton Beach, Florida
Fort Walton Market Place, Mary Esther Cut Off, Fort Walton Beach, Florida
Cooper Plaza (Proposed), Highway 98, Navarre, Florida

Palm Plaza Shopping Center, John Sims Parkway, Niceville, Florida

Industrial Use Properties

R.V. Parks

100,000 SF Manufacturing Warehouse, Ellyson Industrial Park, Pensacola, Fl.

33,119 SF Storage Warehouse, 8826 Grow Drive, Pensacola, FI.

36,844 SF Mini Warehouse, 7054 N. Palafox Street, Pensacola, Fl.

12,000 SF Warehouse & Showroom, 58 Carson Ave., Fort Walton Beach, FI

27,840 SF Manufacturing Warehouse, 1575 9" Street, DeFuniak Springs, FI.

113,905 SF Climate Controlled Mini-Warehouse, 2999 Gulf Breeze Pkwy, Gulf Breeze, FI.

A&M Perdido Key R.V. Resort, Perdido Key, Florida
Pandion Ridge R.V. Resort, Orange Beach, Alabama

Sugar Sands R.V. Resort, Orange Beach, Alabama

Doc’s R.V. Park, Gulf Shores, Alabama

Destin West R.V. Resort, Destin, Florida

Panama City Beach R.V. Resort, Panama City Beach, Florida
Campers Inn R.V. Park, Panama City, Florida

Sunset King Lake R.V. Resort, Defuniak Springs, Florida

Special Use Properties

Portofino Spa, Gulf Breeze, Florida

Gulf Breeze Stadium Seating Movie Theaters, Gulf Breeze, Florida
Milton Stadium Seating Movie Theaters, Milton, Florida
Legendary Marina Dry Storage Facility, Destin, Florida
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Expert Witness Testimony
Ward v. Priller (Escambia County Case #2001 CA 001520) - Trial
Antonetti v. Antonetti (Santa Rosa County Case #57-05-1446-DR01-DM-R) - Trial
Kaufmann v. Kaufmann (Santa Rosa County Case #041786) — Hearing
Ferrara v. Landbank Development Corp. (Santa Rosa County Case #2005-621-CA) - Trial
Kotlarz v. Kotlarz (Escambia County Case #2004 DR 2575) - Trial
BB&T v. Michael L. lovieno, et.al. (Okaloosa County Case #2008 CA 001526s) - Appraisal
Ameris Bank v. W.G. Autrey, Jr. (Franklin County Case #08-000106-CA) - Appraisal
ECUA v. Palafox Partners, LTD (Escambia County Case #2007 CA 002319) - Deposition
Colonial Bank, N.A. v. R&B Construction (Walton County Case #08-CA-653) - Appraisal
Portofino HOA v. Chris Jones (Escambia County Case #2004 CA 2288) - Deposition
American Fidelity v. DKS Investments (Santa Rosa County Case #2008 CA 001335) - Trial
American Fidelity x. Navarre Comm. (Santa Rosa County Case #2008 CA 001583) - Trial
Clark, Partington v. W.W.P., LLC & Buckner Inv. (Okaloosa County Case #2010CA1417)-Trial
Petro, Jr. v Shelter Cove Condo (Escambia County Case #07-CA-1631) — Deposition
Eliason v. Bucklew (Escambia County Case #2008 CA 002112) — Appraisal & Affidavit
Forrest Daniell & Assoc. v. La Vista PK LLC (Escambia County Case #2008-CA-001954) — Trial
Summit Bank v. Highway 77 (Bay County Case #10-CA-237) — Hearing
BDC Capital v. Brookwood Dev. (Okaloosa County Case #2010 CA 006731C) — Hearing
Gulf Power Co. v Perdido Key Oyster Bar (Escambia Case #2012 CA 000836) — Deposition
Charterbank v Bay Island Developers (Okaloosa Case #2012 CA 000573) — Deposition
Bell v Ellzey (Escambia Case #2014 CA 2339) - Deposition
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- PITT SOIP MARINA LEASE AGREEMENT

THIS LEASE MGREEMENT entered into this the fﬁgﬁh day

c-f- Sﬁﬁlé;ﬂﬁl y L%B5, by and bebtween &the CITY OF FEHSACOLA,

FLORIDA, & municipal ecorporation of Florida, hgreinatter callﬁd the *

"Lessor," and FLORIDA  SUN  INTERMATIOHAL, INC. , a Paﬂrida
carporatian, h&Eqinaftar called 'the "Lessee,” whose address is 28218
Edgewabter Drive, Post Offlee Box 7717A, Orlando, Plorida 32351;

' WITHESSETH:

WHEREAS, the Lessor owns tikle to certain submerged and wupland
lands located on the waterfront of Pensacela, Egcambia Counkty,
Florida, commonly teferred te as "Pitt Slip® (hereinatter refarred
ko as khe ®"subiject property®), which is more fully d:agriﬁ:d on
Exhiblt & attached hereto; and -

WHERERS, the Lessee has been selected by the Cley Council &8 the
top ranked marina firm and City Coungll has aukhorized the City
Manager tﬂ.ﬂigﬂtiatﬂ a Lwease Agreement for the conatruckion of a
marina ac Pict Slip; and .

WHEREAS, the Lessee ia desirous of leasing frem the Lessor
certain submerged and uplands in khe wgtefa of Pensacola Bay, Fitt
5lip, on & long tecrm basis 'EELm the pucpoge of cnnstrUcEing and
oparating a marina and docking Eacility,.haru&r master office, shipa
stoce and related parking; and

WHERERS, the Lessor 1= dEELEDD; af leasing to kthe Lesses chat
certain submerged and uplands im the waters of Pensacola Bay, Pick
51ip, on a long kterm basisg; now therefore,

THE PARTIES HERETD agrea as followe:

I. THE PROPERTY

Subjeck to the terms and conditions set forth herein:

A, The Lessor leases to the Lessee, and the Lessee leases from
the Lassdk, Pn:cql; 1 and III, as described on Exhibit A aktached
hereto.

B. The Lessor subleases ko kthe Lessee, and khe Lesesee subleasss
from the Lessor, Parcel IA (owned by the State of Florida), as

describdd on Exhibit A attached.hegetu.
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II. LBASE TERMS

A. The term of this lease for Parcels I and III shall be for a
period pf Ehirey ([30) -yoars, cammencing on the date of {Fhis
agreement First written above. L

B, This Leage Agreement may be renewed and extended for am
additional thirey ({30} years oo the terms and conditions E?ntalntd
herein., To ranew ﬁnd extend this lease, Lessee shall give written
notice ko Lessor at least cne (1) year prior te the expiration of
the initlal ehirty (30) year lease kterm of lts desire ko renew end

extend the kerm of thla lease.

C, The tetm of thia Lease/Sublease for Parcel IA =shall be For a

pariod of thicty {ED] years, commencing from bthe date that the étate
of Florida (throuwgh the Governor, cabinet and Trustees of the
Internal Improvement Fund) approves the sublease from the Lessor te
the Lessgee, Upon explration of khe thiccy (30) year term, the
Lease/5ublease may be renewed inm successive five (5) year increments
subject to the Lesses, as the sublessee, complying with all terms
and conditions during the preceding lease periocd and upen paymentc of

a lease fee from the Lesses bo Ehe Lessor egqual ko the appraised

renkal walue as established by'abige appraizal canducted' during the

last year of Lhe preceding lease term as chatged to the Lessor by
the State of Florida under its Lease Agreemenkt. The Lessor and the

Lesgen agree to cooperakbe In gecuring renewWwals of the ‘State lease,

III. LEARSE BAYMEWTS

Lessee shall pay rent to the Leasor 1in the amounts and manner
sekt forth herein:

h. Cnmhencing with the date of this Lease hgreemesnt, Lessee
shall pay ground remt on a monkthly basis in advance at the annual
rate of ken (10) cenks pet gquare Ffoot OF submerged and upland
leased prp;ﬁrtr in maripna related uvuse., Fallure to pay rent within
fiftean (15) days of the due date zhall econetituke a dafault of this
Lease Agreement.

B. In addition to the around rent payments provided Ffor in

paragraph III.A. above, the Lessee shall pay to the Lessor: (al Five

percent (5%) of "gross sales,” as hereinafter defined, from busineas
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uﬁhe:priae: operated by the Lessees, except that the percentage )

akkributable to marina fuel shall be four-tenth of one percent

({0,4%), of males up to one hundred and fifry tchousand (150,000}

gallons and one=half of one percent (0.5%) of =ales exceeding ona

hundeed Eifty khousand Elﬁn,ﬂﬂﬂj gallons; and (b) five percent (5%)
af "gross cenkbals " as hereinafraer dafined, rncaiwnd. Erom
sublessees, excepk that the percentage attribukable ko ocffide rent
shall be two and one-half percent [2.5%],
commencing with khe f£irst annlveresary dake af this Lease
Rgreement, khe Lessee shall pay to the Lesaor the amounts regquired
under both paragraph IIT.A. above and this paragraph III,.B, for the
previous year; hpwivtr, any eamount paid by Fha Lessae as éqrﬂund
rent® under paragcaph ITI.A. above shall be applied to and shall
reduce any amounts due under this paragraph III.BE. {Example: 1E
cthe Lessee owed the Lessor the sum of £12,000.00 as "ground rent”
during any given year, and the above-stated percentages of gross
SAales Would r&quife during that year the payment of £15,000.00 from
the Less=e to the Lessor, ;hen the tocﬁi amount paid to kthe Lessor
by the Lessee for both "grownd rent" and appllcable peecéntages of
gross sales would be the sum of g;ﬁ.ﬂﬂﬂ.nﬂ.]' -
. In order to define, caleulsce and verify the amounts dus the
Lessor under this paragraph III.B., the followlng definitions and
procedures shall apﬁly:

1. pDefiniktions of Groas Rentals and Gross Sales:

(a)  hs used herein, the term “groass rentals” shall mean all
rents or okther monies actually received .by the Lesses from all
business enterprisea [(subleszee or tenants -- including any buslness
enterprises operated by the Leasee) within the project, including
originacion or renewal bonuses, but excluding depoelie for demages
on performance, and any sums c¢ollected and paid out for any sales,
axcize a; okher kbax.,

{b} A= used herein, the term "gross sales® shall mean, all
monies received by the Lessaee, whether wholly or parkially for cash
.or on gredic, of all merchandlse and services s0ld and all okher
receipks by sale or otherwise of all businesa conducked o or From

the subject ' properiy by Lessee, its subsldiaries or business
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subsidiaries, business compinakions, employess ot agents of Lessee,

all orders taken in or from khe premises by Lessee, its employees or

L]

agents, although said orders may be received by telephone od mail,

or filed elsewhere, or procurgd E:éu the premiszses by house-to-housa
or okther canvaesing, ana all réntala of boak sllps and dey ft¢rﬂg¢
areas. Sales to custemers on a lay-&uay basis shall be recdgnized
a8 "gross snla;' within ninety 190} days of the lay=-away transacktion

and in any event must be fully recognized when .the merchandise

leaves the premises,

The term "gross sales® shall also include, wWithouk
limitation, all deposits not refunded to . purchasera, all éaruicg
charges for lay;awar gales, and all :Gmmi;;huns reoeived from
vending and game machines on the preéemises for wse by the gqn.q.:.a.].
public, and other cash receipcs resulting from eales transactions an
che premiae&,

There shall ‘be excluded Erom "groes zales”™ any sum
collecked and paid aut for any aalea,'eacisn ot &ther tax based upan
all taxable sales in this definition of “"gross sales® as requiced hy
law, whether now or thereaftergin torca, The Eerm "gross sales®
ahall not include the exchange or kransfer of merchandise betwean
the stores of any tenant of Leasee where asuch exchanges or transfers
of merchandise are maéde gsolely for the convenient operaction of thae
buginess of any tepant of Lessee, and. nok for the purpose of
consummakting a sale mede in, Ffrom or upon the premlses; khe amountc
of rekurns bto shippers Er manufaccurers; nor the amount of any cash
credit refunds upon any s2le where the merchandize sald, or some
patk thereof; is transfecred, returned by the purchaser to and
accepted by any tenant; mor sales of Fixtures.

There shall al=za be excluded £from the kerm “gross
sales® all Fees or setvice chaérges for delivery fees and C,0,0.
Eees., The teérm "gross sales™ shall also exelude finance charges
resulting from a kenant's sccounts ceceivable.

2. Varification and Accouncing: The Lessee agress to keap

accurate and permansnt records of all transactions and make same

available for Einapection and auwditing by the Lessor. The Lezzaea

combinations, including without limiting the faresoing, sll sales to
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'fﬁrthur agrees ko regqulre En all subleases that tenants maintain the

same records and likewise make chose &?giluble to the Lessor fnr.

inspection and suditing.

[

Within one hundred twenty (120) days after the end &f gach *

]
year . during which persentage payments ko the Lessor are  due

hacsunder; the Lessea shall provide the Lesacr with kax inFormakion
and other finaneial data on khe results af apecacions of Lasaée from
the leased premieea, a= the Lessor may request., Said data shall
show the gross aaleg as defined herein and shall be sccompanied by
payment. The Lessor reservea the rilght to rvequire aogdited
skactements 1f Ln the Lessor's ﬂpinﬁ&n Lhe kax statements and abherp
financial dakz are ipsufficient E&t purposes  of wverificatign and
accounting for resulta of operations” From the Lessed Fremises. In
the aevent the Lessor requestﬁ an audiked staktement and the ;egult;
indicate that the percentage payments made o Lesscr are equal ko or
greater than 9?; cf khe amount due, Lessar shall be regquired to bear
the cest of the audik.

Such information a@s [Dessee deems confidentlzl ke  its

operation shall be - kept conflidencial by the Lessor; provided,

however, that the Lessor may make public disclosure of such

e
information using gross amounts summacizing operactions of the enkire

projeckt and mnok diselasing :E;ults of operations of individual
tenants.,

C., Lessee shall pay Lessor interest from the dake when dus on
all rent payments kthat are made by Lesses to Lessor mere than
fifteen (15} days after the dakte thakt zeme become due and pavable,
The interest to be paid Lessee shall be the announced commercial
prime rake of interest charged by Chemical Bank of Mew York, or iks

successor, as that rate may change from day ko day.

N I¥. AUTHORITY TO LEASE PROPERTY

k. By the execution hereof, the partles understand and agree
that the Lessor will receive from the Governor and Cabinet of the
Skate of Florida Elnal approval of a lease from the Skate Lo the
Lessor coV¥ering parcel IA and that said lease will econtain a

provision whereby the Lessor may sublease sald parcel to the Lesses
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under the terms and conditions set forth hecein.  This Lease _

Agreement s$hall become effeckive on the date thakt the Governor and

Cabinet give final &pproval to the subleasa. [

B.. The Lesser has furnished the Lessee with a current suthvey of
. L

the DrOparLy.

C. The parties understanmd &thak a portien of the properky
described is suﬁjact ke an axistiné lease in fawor of Sduthern
Chemical Storage & Transit Company aﬁd further that cerkain
improvements and storage tanks associated with sald lease are
lecated upen the siubject property. Lessen, nonethaléaa, enters into
this Lease Agreement notwithqtanding the Foregqoing; however, ‘in the

" event that Lesase's predesessar in possession of the p:¢pqth upan
which said improvemenka and skorage ‘tanks are locakted abandans the
peepecty wWichouk having made provision for the removal of said
improvements and sktorage tamks or other material necessary ko make
the site useable, and should it become necessary for the Lessee ko
remave aame at Lesgee's own EKEIE_I'I--‘iér 1‘-_'.1-& Lessor shall offset and
reduce lease payments dus éﬂ it under the kerms heceof by an amount
equal ko kthe ooska ineurred by the  Lessee in making the slke
useable. The manner and termS..upon which said offdet in lease
payments shall occur shall be subject to.fu:Ehur negokbiacion bektween
the parkties,

The Lessor shall provide the Lessee: excluslve possession of
Gimble Street and thak part of the premises scutherly thereof at
such time as kthe current lease with Secuthern Chemical Storage &
Transit  Company terminates inm January, 1986, or at such sarlier datce
as the Lessor acgulres poaaession of the premises, uigh the consent
of the curcent Lessee, and the Lessor wacates Gimble Streek, Prior
to the vacation of Gimble Street, the Lessee may use [t for parking
purpnseai provided that the Lessee provides a reasonable means of
ingress and egress for Southern Chemical Sterage & Translt Company.

. USE OF LERSED FROFERTY AND COMMEHCEMENT
AND COMPLETION OF CONSTROUCTIOHN

The leased properky ahall be developed by Lessee as a marina
compley of approximately 94 alips and finclude & harbor masker
facility, ships store and £fuel Ffacilirvies and ‘relaked packing,

Lesgee may use wortione of the leased properky for restaurants,
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lﬁungqs or other amelllary, compatible marina uses upen approval by

the Lewsor's City <Council as part of the fipal site Specific.

Devel I:lﬁ'l-ﬂéﬁh Flan,

Lezsee shall cammehne construcklon of kthe planned improdements ©

after Lessar has completed the sikte work funded through khe Sktake of
Florida's Depacrtment of Hatural Resoutces, Florida Recreation

pevelopment  Assistance Frogram Grank. Lessee shall complekte

conatruckion of Ethe improvements within six (6) months of the date

of this Lease Agreement, provided that I...esa;ee may reguesk a
reasonable extension of time for the commencement and completion of
construckion  of sald  improvements, and LEr..'.;l:rr agrees not  te
unteasonably withheld ics aspproval of such c:qj.mal:. I’

¥I1. COHNSTROCTION OF IMPROVEMENTS
AND CONSTRUCTION PLANS

A, Planz and apecificaktions Eor the development of the leased
property¥, and the parking areas and Lessee's conatructlon of all
lmprovements shall be in c;clnfl:.vrmi_t‘,r with the Redevelopment Plan, the
final Site Specific Davelnpmant_ Plan submitted and approved by the
City Counoil in accordance with the Sité Specific Development Zoning
ardinance, this Lease aq:eenent-'—:n_nd_ all, applicable :I;a:t-g and local
laws and regulakiona. .

B. Within thicey {(30) days after the effective dace of thls
Lease Agreement, Lessee shall submit ko Lessor, for its review and
approval, development congepk plans for the conskruction of the
impruvan.mnts on the leased property, and the parking areas. Wikhin
aixty {60) days afcer the date of the approval of the development
concept plans, Lesses shall submit to Lessor, for its review and
appreval Site Specific Development Plans For the construchion of khe
impgovementks on the lsased property, and the parking a:nu*s. Within
ninacy (80) days afeter approval by €ity Council of the Final sikce
Specific Development Plan, Lessee shall submit to Lessor, for ks
review and approval, plans for the comstruckion of the improvementcs
on the leased properkty, Should Lessee's archicece determine kthat
addiktional time is regqulred Ea ZeoUre anvironmental permit
modificaklana andﬂu:'camplete the conscruction plans, La;-saqg may

:équeat a rweasonable gutenslon of time for the completion of such
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éﬁans, and Lessor agrees not to unreasunably‘withhold its approval

wf =much request, Hothing inm the above or this paragraph shall

p:ohib}t the Lessee Erom sSubmitting construekion plans EQ; Elte

improvements on  an  incremental basis, previded the lﬂSél such
submiktkal shall be made prier te 1 December, 1985. For etampie, the

Lesser may ﬂHHiEE. te submic for marina, shoreline proteccion,

environmental permitting requirements, bulkhead or :cuﬁdatteh
permita separately in order to expedite construction, utilize state

grants or meet tCenant deadlines. In these instances the Lessor

shall review &the plans and furnish Lessee wrikten approval or
digsapproval -of the plans within thirey (30) days of submission of
said plans by the Lessee, as long as the sike inpravenenta_re%ueated
Lo be permicted hEV& been  appreved by City éuunail ag part_n! Ehe
Fict Slip Land Use Flan in-hha case of the shoreline proceceion,

environmental permit gequirements and bulkheading and approved by
City Council as part of the Site Specific Develapment Plan approval

In case of the marina, marina supporting facilities and foundakbion
permits. . .

411 reference made ko plans Ffor the construction af
improvemsnks oF fonstrlekian PE:EE are intended by the parties ko
inglude Site Developmenk Flans Eor the-canstructicn of the marina,
maring support  facilitles, skreek fj.anrj gite utilikties, and thgr
construction of all breakwaters, ciprap and bulkhead systems, as
well ap the architectursl working drewings for the conBkruction aof
the improvements, i.e., the proposed bulldings on the sike,

C. If Lessor rejects any construcklon plana im whale or in
parc, &5 not being in conformity with the Redevelopment FPlan, the
final Site Specific Development Plan, this Lease Agreement of &ny
applicable state and local laws and regulakticns, Lessor ahall notify
Lessee of such rejection in writing specifically sekking Eforkh kthe
grounds far such rejection. Lessee shall submlt new or correceed
construckion plane which so conform, within thirty (30) davs Eroem
written notlfication ko Lessse of the cejection. LessoE ahall
furnish Lessee wrltten approval or disappraval of eorcected plans by
Lessee, Failure of Lessor and Lessee to reach agreement on approval

of consktruction plana or new ar carrected construcklon plana withinm
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one hundred and twWenty (120) days of the date of submission of cthe
congteguckion plans or mnew or corrected construction plans shall
render this Lease Agreement terminable ak the opklon of .Fj;her
Lessar 10: Leasae, Lessar ahall nok unreascnably uithhclh its
appraval of Lesses's plans, ‘

D. If &an extension of time i% granted for the securing of
anv¥ironmental permlt modifications and/for submisaslon of :anutrﬁctian
plans, &ndf/or if the construckion plans are rejeckted by Lessor and
Lessee muskt submit new or corgecked constcuckion plans, Ehen tha
dakea and perleds ast Fforkh 1n this Lease Agreemenkt Ffor the
commencement and completion of conskrucktlion shall be exkended by the
period required for the sgubmissien eof construckion plans aor @aw er
corrected conskruction plans. o

E. &ll work wieh respeck o the impravemsnts ko Qg cunst}uctaﬂ
Dr.ptﬂ?idﬂd by Lessee on Che leased p:upert?,.shall be in conformity
wikth the conatrucktlon planse a3 finally approved by the Lessor. The
term’ "improvemsnks,"  as ysed in this Lease Agreement meana the
improvements indicaked in the construction plans as finally appraoved,

F. In the event, Lesses proposes to make any substantial change
in the improvements to be srected on the leased property which
chapqe or affect the basic cha:;;ker and nature of the development

design from that shown on the final Site Specific Development FPlan

and construction plans and specificatlions as approved by Lessor,

hereinafter called "design concept changes,” it 1s agreed by Lessas

that no such design  concepk changes will be permitced withouk
Lessor's written approval thereof. Lessee will submit the proposed
degign cancept changes to Lessor for review and approval, Lessor
shall furnish Lessee written approval or disapproval of sush
propogsed design  concept changes within thirty (30) dJays «f
submission of said changes by Lesses,

G. Mobwithstanding any provision or implicatlon in this Lease
&qreeme¥t ko the conkrary, this Lease Agreement shall be null and
void iEF Lesges doss not conmence constfuckion of the improvements on
the leased properkby no later than 1 pecember, 1995, unlesa Lessee's
inability to do =80 is ecauwsed by an ack or omission of Leseor or

gircunsktances referred to in paragraph D, above.
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VII. TITLE TO IMPROVEHEHTS

Ticle to any building or other iwmprovements of a pegmanent
' 1

eharacter khat shall be piacad upan the leased property bylﬁessea'
)

shall west in Lessor upon the termination of this Lease Agresment or
any renewal or eXtension hereof, and Lesses acknowledges that it
shall have no right ke remove such fixed and parmanent improvements

from the leased property.

VIII. ACCESS TO FROFERTY

During the term of this Lease Agreement and any renewal or

i
extension heceof, Lesses shall permit the representatives of [Lessor
access to the leased propeckty and licensed area at all reagonable

times deemed necessary f£or Lthe purpose - of  this Lease Agreement,

including inspection of all work being pecformed in connection with

the conscruction of lmprovements khereon,

IX. CD??HHNTﬁ AND REE&RICTIDNS

Lessor and Lessee agrae khat Ehe'fnglaﬁinq restiickions shall bé
cdvenants running with Lhﬁ lﬁqﬂ&_ and shall be binding on  Lessor,
Lessee, and thg auccessorsa and assigns nE che parties, and all other
sucecessors in interest to bLhe leased praéerty, of any parkt therceof:

h. That the leased property shall be deveoted anly te and in
accordance with the uses specizfed in the adopkted Site Development
Blan, .

8. That all utility distribukion lines shall he placed
underground,

€. That the Lessor =hall rekbsin a perpetual sasement to be set
forkh inm an appropriate instrument in recordable form for ingoess;
egrezs, and right-of-way on and over pifivate sktreet systems and
pedeatriiﬂ paths bto be consktructed by the Lessee in the project for
the purpose of a&ccess to the public marina and other public
facilities contained in the projeck.

D. That khe Lessor shall rpetain & perpetual easemant over khe
private sStreek systems for: the purpose of aceesé, maintenance,
upkeep, and repait of che Lesscr's spoil site locaked wikhin the

private skt 'eet system of the projeck,

10
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¥. IHDEMHIFICATION AND HOLD HARMLESS AGREEMEHT

M. The Lessee ghall defend and indemnify the Lesacr and save Lt

. . T
harmless from any and all claims, suits, actions, damages, lidbility’

and ‘expense Ln cupnuction wWith loss of life, bedily or pefsanal
infuey, or property damage arising from or out of any occurrence Ln,
upon, ak or abouk khe leased premises or any park Cherenf, or
nccaaiuned whaolly or Ln packt by any act or omission of khe Lessee,
ics agents, contractors, employees, servants, invicees, llicensees or
concessianaires. ‘

B. Any subleases to be entered Into by and between Lessee and
its sublesseses shall conktain an indemnificat?an and hold hirnltsa
clause under tha.tarmn of which kthe said sublessees shall alsg agree
ko defend and indemnify Lessor and save it hnfmless.from any and all
claima, suiks, aciians, damages; liabkility and expense in connectiaon
wikth lass EE life, bodily or peracnal injury, or property damage
arising from or out of any occurrence in, upon, at or aboukb Ethe
sublesses's subleased portion of the 1Eu5ad propecty or any park
thereof occasioned wholly or in part hg aﬁy ack or omissinq of said

sublesses, ibte invitees or licensees,
-

XI. IHSURANCE REQUIRED

Leases shall maintain insurance and provide Lessor with
certificates of insurance in accordance wikh Ezhibit B atktached
hereto during the 1ife of this Leaae Agreement, The Lesses will nobk
bake pasaeéalun of the properky or commence construckion sckivities
on the premises wuwntil cerkificatee have been approved by  the
Lessor's Department of Risk Managemenk., The Lessor =h&ll have the
tight to make reasonable increases to the minimum reqguired limits of

liabiliky on Exhibit B during the l1ife of thle Lease hgreement,

XII. SBPFECIAL PROVISIONS
A. The Lessee may asslan its interest in khis Lease Agreesment,
pravided that the Lessee obkaina khe prior written consent of the
Lessor te such assignments, which consent shall not sa unceasonaoply

withheld. The Lesses may assign its intereat in kEhe Lease Agreemsnt

11
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without the prior written consent of Ethe Lessor ko & limited

pattnership or ather form of buslnesa asscciakion, provided khak the

Lesses 'remaln liakle for the lLease paymente to the Lessor under’ khe

terme hereof and provided that Lesaor ia notified of auch aaaﬂgnment-

in Hfiting priorc tpuratb,

B. The Lesses shall have the right teo morkbgsge its intecest in
the subject properkty; provided, hewever, that all rights aéqu!red
under the leasshold morktgage shall be aubjaﬁt ke all the terms of
this Lease Rgreement, There shall be no subordination of this Leasse
Agreement amd Ethe Leasor shall otherwlse  be ptatected in any
financing arcangemant, The Leésses agrees that any mortgige iE
execuked in obtaining financing for kthe construction and devefﬂpnent
af the praject shall concain language incorporating khe foregoing
provision, The Lessor agreea, ln case of Lessee's defeult on the
Leaae Agreement, to allnu. the Lessee's morktgagor to operate kthe
marina complex subjact to approval by the Lessor of the method of
operation and approval ﬁf_the firm or entity contemplated by the
morkgagor ko operate the marina camplex:

C. The Leszee shall pay any &nd, all ad valorem real propercy
taxes or other taxes tht may Eg:tkvi-ﬂ against the subject property
during the term of this Lease Agreament. Iﬁ the evenkt that at any
ctime during &the peried of thia Lease, the law of Florida or
interpratation of the law of Florida by an appropriste appellate
courk lg altered so khat n.r:r ad valorem real property Laxes are
cequired to be paid on the subject propecty and no tax or ather levy
1a imposed in lieu of such ad valorem taxabtion, then, and in thakt
event, the Lessee shall pa¥ to the Lessor on an annual basis, an
amount eguivalent to what the ad valorem real property taxes on the
subject property would have been had the Leszsee been required ko pay
BamE. grovided, further, that In khe event kthat the subjeck
prupefty ls, at any tlme during the lease term or any extension or
renewal therecf, taxed as intangible personal properky or any method
other tham ad wvalorem real properkty tazatlon, then, and inm kthat
- event, the Lesses shall pay to the Lessor on an annual basis, an
amount eguivalent to whakt the ad valorem real propecty taxes on the

subject property would have been had ths Lessee been reguired ko pay
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same leas an amount equal to the amoust of intangible perscnal
peoperky Ekaxes pald on the subjeckt propercty. "ad wvalorem taxes®

shall mean city, Eﬁunhy and school taxes. ,

D. The Leasee shall be fully reapnnsiﬁle for the develupmént af *

all improvemancs in Parcels I, IA and III at the Lessee's suie cosk
and expense, pursuant ko the terms and conditfions of this Lease
hgreenent.' The Lessor shall proceed with permicted sice WQ:h:tn the
axtent current appropriations allow. The Lasscor shall deliver tha
Lesses 8 a@ibte open ko the Bay, The Lessor shall be responsible for
ptoviding site improvemsnts anly to the exkent allr‘:wud by curcent
appropriations and grankts.

E. The Lesses ghall post or cause ko hé posted & constéu:tiun
bond covering. each phase of construction, EaEh conskruction bend
gshall be in an amount to cover all cosks of the construckion of the
improvements on each parcel. Bach construction bond shall be posted
by the Lessee at the commencement of the conscructlon of any
improvemonts to Parcels I, IA and 111 as contemplaked in Section V.
herekbo, .

F. The Lessor agrees to assist kthe Lesses in securing .any
modificacion bto parmits and apE£gyﬂls rece}ved Lo consktruct piers,
dogks, boak slips, and all okher impravements to be éanstructed By
the Lessee akt lts sole expense as patc of the public marina, The
Lessea shall submip specific Developsent Plans for the public
marina, piers, docks and boat slips te be censkructed asz a part of
the public marina ke the Lesaor far review and approval purauaskt to
the eime EFrame established for the improvements ko Pargels I, IA and
III entublished by Section V. hereof,

G, The Lessee shall operacte the public macina and the
inpécvzmants conskbructed on Parcels I, IA and III an a non-exclusive
basis and implement and impose uwser Fees uniformly, without regacd
ka age, ;ex, race, other condicions, or the politicel subdivision im
which the user may reside,

Lezzee agrees kthat it will not discrimimate uwpon the basis
of race; Gre.Ed,- colOE nabfional ocrigin, age, or  g8ex in the
construccion, subleasing, use, occcupaney, or ocperation of the leased

property and the llcensed area, or in the improvements Lo be erected

13
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thereon and that esch contrack, sublease or agreement with respact
thereto shall epeclfically contain the Ffollowing provielon:

"EQUAL QOPPORTONITY PROVISION: Pt

1. In the construction and operation éf the
improvements, nelther the lessees nor any conkractor or
manager enployed by Lessee ‘shall discriminate against
' any employee or applicant for employment becalse of

race, color, tgllgiun, agm, sex or natiomal origin, and
they =shall take affitmative acktion ko ensure that
applicanta are employed, and that employeesa are Ereated
during employment withouk rega:d-ta their race, colarcy

; religion, ags, sk r naticnal _?rigin. Such zaction
shall imclode, but not be limited ko . the following:
Employment, upgrading, demotion aE cranafer;
racruitmant, or recrultment adverkising; layaff or
terminakion; rates of pay or other Forms af
compensacion; - and selection for training, [neluding
apprenkticeship. Thé. Leé;ee BYreas ta post in
conspicucus places, available to amployees znd
applicants For Empas;pcnt, notices to be provided by
Lesgee setting forth Ethe proviaiona of Ehis Egual
Oppackbunity Clause, and Lo cauge  any contractar,
subcontractor or manager ko do likewise,

%, The Lessees, its sublessees and any contrackor
or manager shall, in &1l soliciations or advertlzements
for employeses placed by them ot on kheir behalf, state
that all gualified applicants will receive considerakion
for employment withouk regard ta race, color, religlaon,
age, sSex or naclonal origin., They shall send Lta each
labar unien of rcepresencative ;E workers wikth which
they, or any of them, have a collective bargaining
agresment or other contrack or understanding, & notice,
to be provided by Lessese; advising the labor unfon ot
workers' fep:eaantative af th&if commibtmente under kthis
Egqual Opportunitcy Clause, &nd shall post copies of the

noklee in eanspicuwous places available to employsea and
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applicants for employmenk. Any sublessee, conkrackor or

gubcontractor  shall comply with all provisions af

Executive Ordsr HWo. 11246 of Septembar I4, 1965, and of
the rules, regulations and relevant orders n:f:' the
- Secrecary of Labor and gzhall furnish all information and
reporks  reguired by Executive oOrder HNHo. 11246 of
September 24, 1965, and by the rules, regulatiﬂ'ms and
orders of the 3ecretary of Labor, or pursuant thereto,
and will permit &ccess ko its books, records and
accounkts by Lesses and kthe Secretary’ of Labor for
purposes of investigation teo ascertaln compliance with
such rules, regulations and crders.” . '=
Lesses certifies it does not maineain or prm'r.ilde for Lta employees
any segregated faciliktles at.any of its establishments and i.l.: doas
nok permie ite employess to perform their services n;: any location
undetr its conktrol whera sagregakted facllitles are maintained, The
Lessee certifies Furkher ghat it will not maintain or provide for
ics enployees any sagragakted facilieies ak any af  dits
eatablishmenkts, and that it will mot pecmit its enployess to perform
their services at any locabtlon, wnder j:'LEI conkrol,, whers sq;graqate-d

——

fu.f.ji].i'r.isa are maintained. &As u_s_ed in this cerbification, the term
"segregated facilities® '%eans any walklng rooms, work areas, rest
toams and wash rooms, restaurants and -ocher eating areas, time
clocke, locker roome and other storage or dressing areas, parking
lets, drinking founkains, recreation or entercainment G&reas,
transportation and housing facilities provided for empleyess which
are segregated by explicle direckive or are in fact seqregated on
the basis of race, color, religion or national erigin, because of
habik, local custom or otherwise. Lesaes furkther agrees that 1t
will abkain idantical certiflcates fram proposed sublessees,
conkractors, subcontractors and managers prior ko kthe award of any
contracits ot subleases, and that it will retaln such certificaces in
its filaes.

. The Lessee agrees to provide the Lessor with annual
atkendance reports Bt such kime &5 the maripa is opened for use by

the general public. Sald attendance reporks shall be submibtbed ko
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the Lessar during khe month of July of each year and shall provide

marina occupancy for a one-year period beginning on July 1 and

gndlng on Jung 30 of the previcus year, suaﬁ period constituking one
[

fiscal year. i

T.: The Leasee shall reserve a perpetual, EaaemenL and
cight—of-way over and wupon the publie marina together with all
improvemanks constructed thereon, including . all piers, docks amnd
boat slips, subjeckt to the right of the Lessor ko close down the
public marina for reasonable perlods of time for necessary
maintenance dreedging which shall not be considered an infringemant
of the said easement, In addition; the Lessee shall grant =
perpetual easement ko the Lessor of ingreas nnd:egreaa [ 2:3 ;heipublic
marina. The Lessor ‘shall retalm all Eiqht; -1n _adjac&nt wakers,
which shall include the right te construck additional piers, docka,
boat slips and the like.

o The Lessor and thé Ll;scu agree to assist each other imn
éeeuring auch FEurkher permikts as may be necessary ko construck
additional piers, docks, boat sliré and the like,

E. The Lesses, 1iks transferees, -grantees, a8ucceasars and
asslgns, ahall irrevocably riéggsu the Lessor, fta agenta oc
assigns, from amy and all clalims For .ﬂamages of whatever nature
cesulbing from any dredging by the Lessee Including the incidental
dapositing of dredgad makterials resulcing from dredging,
bulkheading, and/Sor riprapping, and akther incidental damage
cesulting from amy dredging operations and the like which mighk
oocur. The Lessor and the Lesses, their successora and assigns,
agree to cooperate with each othet in connection with the securing
of pericdic dredging of the marinma, and in this conmection, agree to
execute such application$, releases and other documents necessary or
incidental to the approval of the 0.5, Army Corps of Engineers, or
other puﬁiic agency, Lo undertake and execuke swch dredoing as shall
be reguested by elther party. The Lessor Jund the Lesses, their
suecessors and assigns, further release each obther From any and all
claims fpr damage occasloned or arlsing from any dlsturbance of the
Bay bottom, which results =2s a natural cunsaquanc.e, from normal

periedic maintenance, bulkheading, riprapping or dredging by tcheic
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parcy, elther in the meaintenznce and repale of kthe marlne of Ehe

use, maintenance and employment of the rights of the wmarina

wakerways.
i

It shall be the Lessee's responsibility to provide
v

maintenance dredging within the leased boundaries of the marina as
deemed necessacy for the ocperation of the public marima. The Lesseae
shall dredge only to depths permitteﬂ by the DER and ACE Peemlks,
It shall be &the Lessor's responslbility to provide maintenance
dredging of the Bay approach ko kthe leased boundaries of kthe marina
in accordance with maintenance echedules of the Pork of Pensacola,
orf as otherwlse neceazary to maintaln navigable aceess toe the marina
Eacllity. The L;ssﬂr's rasponsibilicy to maintain navigahle%accesa
ko kthe marina Ehﬂil be governed by Permits issqné for such work.

L. Tha Lesses shall be responsible for the installation of all
underground uwktilities, including electrical, gas, sewer and waker
systems for the development project, at its sole cost and expense,
within the boundaries of the r-'lE'-.'ulﬁpl'Lent praject. The Lessor szhall
furnish the Lessee with adeéuate gaa nna.ga:huga collection aervices
at the Leaaeg'a expense, I . .

M, The Lessor agress Lo 'Egsisc the Laaaéa in mecwcing the
financing necessary for the conscruction and permanent Financing of
the praject through preésentations te financial institutlons, and che
Lessor agrees kte entertaln an application For industrlal revenue
bond finaneing of the subject property.

M. The Lessor shall cooperake in every rspect with the Leases
in securing all required mupicipal permits and approvals in u':l:c.nrd
with the Lessor's adopted regulations and proceduces.

Q. T@E parties shall partieipate in all news releases and other
presentations kto the media for the project, The CRER shall include
this prodect in ies public relations program For Ehe oveeall

.
downtown redevelopment effork,

B, The Leasee =shall have the sole dlscretion over tenant

selections and the markeking progeam, subjesct only to the Lessar's

zoning rfegulations. The Lesses and the Lessor agree ko lnesrperakte
public marina guidelines |(on a publicly advercised first-come, first

gerved basis) as an addendum, Exhibit C, ko this Lease Agreement
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prier to the stark of marina construction. The Lesses and the

Lessor agree thak kthe puwlle marina guidelines will rcesecve &

reascnzble number of alips for transienk, commercial and speclal
public purpose wessel berkthing. " i T

0. The Lessee agreea khakt it shall prﬁuiaé ko the Lees;r Lhe
local matching contribution, im the amount of Seventy-One Thousand
oDollars (§71,000,00), regqulred far the Lessor te receive thwe 1984
Flogida Department of Hatural Resources;, FPlorida HRecreation
Development Assistance Program Grank, Conkract MWe. €1376, Projeck
Wo. 1-01-10, For the project known as Pitt Elip mMarina. Sinece it is
‘a reguirament of the Lessor to expend the sum of Seventy-0One
Thousand Dollars (371,000.00) as 1lts reguired program métchlng
conteibukion, thé Lessée shall furnish che ' Lessor the sum of
Seventy-0One Thousand Dollars (§71,000.00) wupon completlon of khe
planned site ilmprovements, but in no event lakter than December 1,
1%85.

R, The Lessee agrees that it shall comply, on behalf of the
Lesacr, with condlcicns E and G af thn.moéifiad Deparkment of the
Aemy Permit TIE-1089 dated Bugust 14, 1964, and all akher condikcions
of this parmit and any fufthet ﬂgﬁjéicatlang to this permit and Ehe
Lesses further agrees that 1t shall caiply_with the Department of
Enviconmental Regulation Permit Modificacions, Permic @§170222359
contained im the DER letter dated hugust 3, 19384, for the project
and any future modifications to this permit. The Lessee agrees that
iz shall be responaible Eor khe cost of complying with the
Dapactment of tha Army and DER- permits and modificaktions for khe
Pitr Slip project. Lesses agrees to assist Lessor in  ies
applicakion for any planned or fuktwre modification of exlseing
Department of Army or DER pecmits.

E. The parties have entered inte Ehis Lesse Bgroement
cecegnizing the existence of a binding letter of interpretation
between the Lessor and khe State of Plerlds Depiebhent of Commmunilky
Affairs, pivision of Local EResource Management {(the "pivision®)
dated January 23, 1980, which fixes certain limitations upon. the

gcope of the projeckt.
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T. Lesazsor agrees to give Lessee the first right of refusal an

the portions of the Jubject propecty not already leased ko Lessee

Lo 1afina related nses subject te sabtisfactory pecformance by, the
Lessee. on parcels already 12&596. The paFtiea aq:eé-.that
satisfactory performance by Lessee [or these purposes is d-ffnad as
the completion of or satiafactory progress toﬁard construction of
tEhe macina and related facilities as contained in the final aﬁp:nueﬂ
Site Specific Development Plan. Parcel II is considered as a

potkion aof the subject properky for this purpose.

¥I1T. ENFORCEMENT OF LEASE; PORFEITURE
DEFAULT; REMEDIES; WOWWAIVER

Lessor may enforce the ﬁe:!u:mar!c& af this Lease Il.g['tnrr;:gnh in
any mannerc fruvidad by law, and thls Lease Agreement shall bie void
and shall be forfeited on a declaration of forfeiture by Lessor:

A. If Lesses shall deserkt or vacate the leased property:

B. If default shall be made by Lessee in the payment of the
rent &5 specified in this égreement; )

C. If defaultc shall be made by Lassee in the performance of any
of khe keems of conditions of this agreement that Lesses is to
perform, including, bukt nok 1imieTEa ke, the follawing: I

{1} - Lesses's obligation to timely submibt evidence of its
financing cnmmitmengs ta Lessar,

(2) Lessse's obligation te Limely submit its consbtruction
plans to Lessor.

{3) Lessee's obligaktlon ko timely commence conskruction of
the planned improvements on the leased praperty, the licensed area
or the leased properky,

14) Lasaaa's'obligaticn ko Limelg complete consktructlon of
the planned impcovemencs on the leased properky.

D. If Lessee shall fail to comply with any of the statukes,
ordinances, rules or regulaktions of any gnve:nnﬂntal_ﬁndf governing
or regulating the Lessee's business;

E. '"If Lesses shall file a pecieion in bankerupteoy, or make an
aasignment for Ethe benefit of credikors, or be adjudicaked a

bankrupt, or take adwvantage of any insolvency ack.
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Lessot shall nocify Lessee of any sueh defaulke and of
Lesacr'as intention to declare this Lease Agreement forfeited. The

noktlce from Lessor shall be sert as specifled in this | Lease

Lessee shall have removed or cured the default or cﬁmmencgdltaking
action that will result in the default being remaved or cured within
ninety (#0) dayas from the date of Lessoc's notice of intanb.iun bo
declare the Leass pgreement forfeiced {umless extended by wrikken
agreement of Lessor and Lessee), kthis Lease Agreement shall come to
an end, as if the dakte established by notice of FfocFeibure were kthe
day origqinally fixed hectein for the ewplraticn of the term af kthis
Lease Agrecment without any Eurther notice from Lesspr. to desa&e.
Lessor's agent QE attorney shall have the ';;éht, without further
notice of demand, ko :c—aﬁtur and remove Lessee and Legaee's
propecky from the leased prupehty without belng deemed gulilcy of any
Lraspass. .In consideration of the substantial investment ko be made
by Lessae in improvements on the leased properky, Lessor agrees that
Lessee shall not be liable Eor anf rent Ear the unexpired porbion ﬁf
the terms of Ethis Lease  Agreement 1 Lésaar declares this Lease
horeement forfeited pursuant to_the terms hereof, ewcept for any
rent  and ﬂthgr' payments which are cureencly due and payable.
However, Lessee shall be llable ko Lessor For any other damages
suffered by Lessar on account of LEssen's default, including che
expense of clearimg any improvements which are damaged eor destroyed

and which Lessor elecis to clear on account of Lessee's refusal or

failure to repair or rebulld bhem 8% tequired hereinabowve.

\Nutwithatandinj Lhe £cregasng-p:n?isiuns of this Paragraph,
1f Lessee should defsulet under the berms of this Lease Agreement and
Lesgor should declare this Lease Agreement forfeited, Lessor shall
nok disturb any sublessee's possession of any subleased premises if
such Euﬁlessee pays reat to Lessor, in  accordance with, and
ckherwige cﬂmpﬁics with Ethe sublease agreement, Upon  Lessor's
enkering inko a lease agreement with a substitute Lesseer for the

leased property, the sublesse shall be assigned ko khe substituta

Agreement or may be delivered to Lessee personally, and ihnl&aﬂ'

Lessee and the sublesses shall become a sublesses of the substitute-

Leggee and shall pay tent directly to the gubatitute Lessaes,
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The Eailure of Lessér to insist, inm any one or more
instances, on a strict performance of any of the terms or conditions
of this Lease Agreement or to exercise any option set forth %n.thia
Lease pAgreemant shall not be construed as a future wnivetr or a’
relidgulshment of  the pruvisinn or option, but it shall conti;ue and
remain in full force and effect. The receipt by Lessor of rent,
with knowledge of the bresch of any term or conditiom hersof? shall
nok be deemed a waliver of kthe breach and no weiver by Lessor of any
provision herecf shall be deaﬁad to hawve been made unless expresased

in Writing and signed by Lessor.

IV, ATTORMWEY'S FEES ::

If defaulc be.nade by Lesscr or Leasee in L;e performance of an}
aof the terma, covenants, agreements or- ¢onditions set forth inm this
Lease Agresment 80 khat it becomes necessary to place the
enfn:cement. af this Lease Agresment of any packt of this Lease
Agreement or the collection cf any rent due or to beecame duas
hereunder or the recovery or pcaaessldﬂ af the leased propecty in
the hands of -&n attorney or ko file suit upon thie Lease Agreemankt,
the prewvailing party shall be gpelkled to recover all the costs

= !
lncurced In such action, including a tunéunable attorney's fee,

V. HOTICES
All noktices provided in thia Lease Agreement shall be deamed
aufficient when sent to U.5, Certified- Mail, Return Receipt
Regquested, postage prepaid, ko the Following addresses:
Lissor ! CITY OF PEHSARCOLA
c/o City Manager
Ciky Hall
Pensacola, Florida 32501
Lesgee: Florida Sun Internationsl, Inc.
2B28 Edgewater Drive
- Posk OfEice Box 7717A
Orlando, Florida 32854
XWI., FPROVISIOHS BIMDING
The terms and provisions of this Lease Agreoment shall he
binding upon and shall inure to kthe benefit af tEhe patties hereko,

their successora and asaigns, respsctively,



XVIT. ~ AMENDHENT

This Lease Agreement may nab be altered, changed or amended

exeepk by an instrument in wWriking approved by Lessor's Cicy

Council, signed by the partles hereko. y

EVIII, SEVERABILITY
If any provision of this Lease Agreement $hall be declared in
gentravention of law ar void as  against public policy, such
pravisions shall be codsidered severasble and  khe  remaining
provisions of this Lease hgreement shall contlnue 1in' Full force and

affact,

¥IX. PARAGRAPH HEADINGS

The par&graph headings iﬁ this Lease Agreemenkt ace inhand;d for
convenience only and shall not be taken into consideraklon in any
construction or interpretation of this Lease Agreement ot any of its
provisions,

X%. EHTIRE AGREEMENT

This inatrument. constltukes Eﬂ: entire agreement hetwe;n Lessor
and Lesses on the subject of tEI; Leasge hgreement and all pricr er
conkemporaneaus aral or Written agreemenk or representations of any
nature Wwith referepce to the ?uhject maktter of this Lease Agreemant
are cancelled and =up=:s¢dud. by the provisicns of this Lease

Agreamani.

##4l. HAIVER

Fallure on the parkt of Lessor to complain of any ackion ar
non-ackion on the park of Lesses, no matter haw long it may
continue, shall never be deemed kbo be & waiver by Lessor of any of
its rights under this Leaze Agreement., Further, it 1s covenanted
and agreed thak no waiver at any time of any of khe provisions of
this Lease Agregmant by Lessor shall be construed as a walver ak any
subsequent kime of khe same provisions. ' The condent or &pproval by
Lezsor ko ot of any actlon by Lessee reguiring Lessor's aqﬁsgnn or

approval shall not be deemed to waiver or render unnecessacy
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Lessor's consent or appreval Eo or eof any subsequenkt similar ack by

Lesgae,

XXII, TIME OF THE ESSEHCE '

Time is of cthe essepnce of each and -a.n'.rnry provision, coevenant and

conditlon of thia Lease hgreement on the part of Lessor and Lessee

ko be done and performed, k

KXIII, GOVERHING LAW

This Lease Agreement is subject to and shall be Governad by Lha
laws of the State of Florida.
i
3
EXECUTED in multiple original copies to be effective as of khe

day and year flrat above writkten, El

CITY OF PENSACOLAE,
a municipal corporation, Lessor

LY

By

zrqa n?ge

Attesk:

© PLORIDA sUN IHNTERHATIONAL, INC,
a~Florida c-::r:pc-ra':inn Ear prg
LESSEE

Atbesk:

REH;Eéﬂnt Secrektary

STATE OF FLORIDA
COUNTY OF ESCAMBIA

The :c;egnlng_knattumenh was acknowledged before me Ehis vﬁﬁﬁt
day of ¢ LPB5, by RODHEY L. EENDIG and PFMAILINE
JOHHE, the bty Manager and Cicy Clerk, respecklvely, of the CITY OF
PENSACOLA, a municipal corporation, for and on behalf of khe City.

GINEH. under mwmy hand and officlal seal this ."j_".ﬂ!: day

| f’fﬁ%fﬁiwud V2 %;g;f;bnha

Hokary Public
Hy Commission Expirea~

e

FPART T3 A T AR arfheﬁﬂmﬂ
BT ot Al

:'L Cigp Agesrey .'

mwd_ijlﬁﬁajiﬂ-f___
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EXHIBIT "a"
PARCEL I

Begln at the Southwest corner of Block 8, Wakerfrong |
Grant, according to mep of City of Pensacols by,
Thomas C. Wakson, copyrighbted in 1306, said poing -
alen being the incerseckion aof Ehe Easterly
right-of-way line of Barracks Sktreet (60' RASW) and -
the Hortharly right-of-way line of Magnolia Street
(ad' ®B/W)y thence go Horkth 79 Degrees 25 Minubtes 49
Saconds . east alang Ehe aforeaald Harkherly
right-of-way line a distance of 175.00 feet; thence
gqo Horth 10 Degrees 34 Hinutes 11 Seconds Wesk a
distance of 280,00 feek; thence gao MNorkth 7% Degrees
2% Minuktes 49 Seconds east a distance of 135,00 feek;
thenco go north 10 Degrees 34 Hinutes 11 Seconds Weat
a distance of 30.00 feeb; thence go Markth 7% Degreas
25 Minuces 49 Seconds East a distance of 8I7.08 feeb;
thenee go South 10 Degrees 34 Mioutes 11 Seconds East
a distance of 310.00 feet; thence go Scuth 5% Degrees
J4 Minukbes 30 Seconds West a distance of 191.38 feet;
thence go South 79 Degrees 25 Minuktes 49 Seconda Wesk
a distance of 347.08 feet; thence go Ssuth 10 Degrees
34 Minutes 11 Seconds East a distance of 95.00 feei;
thence go South 79 Degrees I3 Minutes 49 Seconds West
a distance of 123.00 fest; thence go Hoerkbh 10 pegcees
34 Minukces 11 Seconds West a distance of 140.00 feeb;
thence go Socuth 79 Degrees 25 Minukesa 4% Seconds Wesk
a disctance of 487.00 feet to the MWorthwest corner of
Block 17, Waterfront Gramk, - according to  the
aforesaid map of the <Cikty of Pensacola, said point
also being the ineersection - of the Southerly
right-of-way line of Hagnolia Streee (60' R/W) and
the aforesiaid easterly right-of-way line of Barracks
Street; thence go Horcth 10 Degrees 34 Hinutes 11
Secands wWwesk alang che aforesaid Easkerly
right-of-way line a distance of &0.00 feet ko the
peint of beginning;, the above described parcel of
land is siktuwated in ®Efction 46, Township 2 Souch,
Ramge 30 West, Escambla County, Florida and coantains
8.52% acres, Less and Except thakt portion of a
Deparkment of Transportation drainage easement in a
porbion of Cedar and Alcaniz Skceek.

PARCEL I-A

A1l of Lots 1=10, #1 and 22, and the West 20 feetc of
Lots 11=20, Block 8, Waterfront Grant, aceording ko
map of City of Pensacola by Thomas ¢, Wakson,
copyrighted in 1906, More parkicularly described as
follows:

Begin at Ethe Horthwest corner Block E, Wekerfront
Grant according to map of City of Pensacola by Thomas
C. Wabkson copyrighted in 19046, =aid polnt alse heing
the inkerseccion of the EBasterly rlghbt-of-way line of
Barracks Street (60' R/W) and the Scuth righb-of-way
lina of Cedar Streekt (680" E/W)ly thence go MHarkth 7%
~Degrees 25 Minukes 49 Seconds E&st along the Worth
line of the aforesaid Block B a distance of 175,00
feskt; thepce go Soukbh 10 Degrees 34 Minvces 11
Secaonds East a disktance of 250,00 feet to a poink on
the South line of kthe aforessid Block 8; thence go
South 79 Degrees 215 Minutes 4% Secande West along the
aforesald Zouth line a distance of L175.00 Ffeet Eo a
polnk on the aforessid Fasterly right-cf-way line of
Barracks Street; thence go MHorth 10 Degrees 314
Hinutes 11 Seconda Weat along the aforesaid Easterly
right-of-way line a distance of 250,00 feet to tche
polnt of begloning, The above described parecel is
situated in Seekion 46, Township 2 Soukh, Range 30
West, Escamkia County, Florida and containa 1,004
acres,



Pagcel 1L

Bagin at the. Southeast corner of Block 4, Wakterfronk
Grant, according to map of City of Pensacola by
Thomas ©¢. Hatson copyrighted in 1906, said point also
kaing the intersection of the Wortherly right-of-way
line of Cedar Street (60" E/W) and the Westerly
cight-of-way lime of Barracka Strest @ (60! R/W);
thence go Souwbth 10 Degrees 34 Minutes 11 Seconds East
along the aforesaid Westerly right-of-way line a
digtance of 286,00 feet; thence go South 79 Degrees
25 Minutes 4% Heconds West a distance of %1.00 Feet;
thence go Harth 10 Degrees 34 Minukes 11 Seconds Wesk
te a polnt on the aforesaid Hertherly rcight-of-way
line of Cedar Sktrestc a distance of 286,00 Cfeek;
thenae go Borkh 7% Degrees 25 Minukea 49 Seconds Eask
along khe aforesald Hortherly right-of-way line a
distance of 9%1.00 feet ko the point of beginning.
The above-described parcel is siktuated in Section 46,
Township- 2 Soukth, Range 330 Weskt, Escambia County,
Florida and contains 0.397 acres.

"Parcel III

All of Lokz 1-4, 11-14 and a porkblon af Lok 21; Block
17, all of Lots 1-4 and a portion of Loks 11-14,
Block 18, and a porcion of Adams Sireet, Waterfront
Grant, according to map of City of Pensacola by
Thomas® C. Watson, copyrighted in 1906, Mo Ee
parcicularly described as Euljuw::

Begln ak the Morthwest corner of Block 17, waterfront
Grant, according to map of City of Pensacocla by
Thomas C. Watson, agopyrighkted 1in 1906, said point
alsa baing the lntersecktion of the  Easkerly
right=of-way line of Patracka Sereet (60" RAW) and
the GSoutherly right-of-way line of HMagnolia Sktrest
{60" R/W); thence go Worth 79 Degrees 25 Minukes 49
Saconda Eaak along the aforesaid Southerly
cight=of-way 1llne of Magnolia Strest (60' R/W) a
distance of 487.00 feet; thence go Socukh 10 Degrees
34 Miputes 11 Seconds Eask a distanee of 100,00 faeekb;
thence go South 79 pegrees 35 Minutes 49 Seconds Wesk
a distance of 467,00 fest to & point on the aforesaild
Easterly right-of-way of Barracks Streetc (60" BSW)r
thence go Horth 10 Degrees 34 Minubes 11 Seconds west
along the aforesald Easterly rtighk-of-way line of
Barracks Stresk (60' RSW) & distance of 100,00 feet
ko the point of beginaing. The above described
parcel of land is situated in Secklon 46, Township 2
Baukh, Range 310 West, Escambia Counky, Florida and
gontalns 1,116 acras, .
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EXHIRIT "p=

MINTMIR INSURANCE RENUIREMENTS ’

Horkers' Compensacion - Coverage co apply for all
amployees ror Sfacucory Limits in compliance wich che
apwlicable scate and federal laws. I[n addicicon, che
policy musc include; : )

a) Employars’ Liabibity with a limit of not less
than 3500,000 each accidenc.

8) Hoclece of Cancellation and/or Rascriccion -
The golicy oustc be endorsed co prowvide che Cloy
with thircy (30) days nofice 9f cancellacion
dr material change. '

c) If any operaclons apa Co be undertaksan on or ]
abour navigablae waters, coVverdge must be included
for che U.5. Léngshoremen and Harber Workers aec
and Jones Act during any period of exposure.

i

Comprehensive Ganeral Liakilicw - Coverage mesc hae
afrforded om a form no Hore rescrictiwve than che lacesc
adicion of the Comprehsngive General Liasbiliry policy
filad by che Insurance S8rvices O0fFfica and muac imcluda:

a) MMinimum limics of 55,000,000 per cccurTence
combined single limic for Bodiley Injucy Liabilicy
and Propersy Damage Lisbilicy.

by Premises and Operacions.

C}. Independenc Concractors.

d) Produccs and Cumplaced.DperatLona.

2) Liquor Liabilicy.

Ej ACU Coverage.

g} ar534 Form Proparty Damaga.

h) Eread Form Concractual Coverage applicable co

this spscific lease, including any hold harmless
and/or indemnificacion agreemenc.

L] #arins sperators.
Exhibic B



119

Cnmﬂreﬂenslfe Ceneral Lisbhilicy - (concinusd)

L)

1)

fddicional Insured - The City of Pensacola EE [at]

be specifically included as an additional insured
for all coverages. Excezpc wich rTaegard co limilcs

of Liabilicy, chis inmsurance shall apply separacely
co che Cicy, This imsurance shall be nrimacy and
not conctributery wich Che Cilcvy's insurance. .
tlocice of Cancellation andfor Rescriccion - The
policy musc he endorsed co nrovide che Cicy wich
chirty {30) days nocice of cancellacion or ﬁaCEELnl
change.

Businesgs Auco Policy - Cowerage m@sc be affarded on

a [ortm no more restricciwve chan che lacesc adicion of
the Business Auce Policy Filed by, cHe Insurance Services
Qffice and musc include:

aj

bl
cl
d)

&)

Minimum Llimicgs of $300,000 per occurtence com-
bined single limic For Bodily Iojury L1abL11ty
and Propercy Damage Lizbilicy;

.Dwned YVehiclas. F

Hired and ilon-Gwmed Vehiclas.

Bl
Employaa Hun-DwnE;ﬁﬁLp.

Motice of Cancellarcion aﬁdfur Bestriction - Tha
policy musc he endersed co provide tha CLtv wich
thirty (30) days nocice of :anceLlatLan or macexrial
change.
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LMENDMENT TO PITI ELIF MABINA LEASE :.-:E_tm%‘éwﬂ
ir

ot

THIE RMEHDMENT 70O FITT SLIF MARIMA LEASE AGREEMEHT dabed

faptember 18, 1985, entered into thie the '_f__{tj___duy of Ootobec,
1985, by and between the CITY OF PENEACOLA, FLORIKA, a municipal
corporation of Florida, hereinafter called the "Leasor,® and FLOAIDA
BN INTERKATIONAL, INC., a Florida corporatiom, harainafear called
Lhe "Lesgee® whose address is 2828 Rdgewater Drive, Post Dffice Box
1717 &, Orlando, Florida 32854,
WITHESSBTH:

WHEREAE , Lessor and Lesses eptered inte that cerctain "Fikt
F1ip Marina Lease Rgréenent® on Septenber 18, 1898%, wheraby tha
Lesgol leased ks the Lessesd and the Lesges leased fron the Lessor
gertain aukmerged and upland lands commonly referced to as "Pict

Elip™p and

WEFREAS, Lessor and Lessee daslire to amend 3 particular
provision of the aforesaid Pitt Slip Maripna Lesse Agreenept in order
to conform the term of the agrasment to the kerm of thak cartain
Lease Agreement, dated May 18, 1983 between Lessor and the Board of
Trustees of the Intezpal Inprovement Trust Pund of the State of

Florides for & pottion of the Pitt Elip property, WOW, THEREFORE,

FOR AND IH CONSIDERATIOR OF the mutual oblications and
benefits hereunto pertaiming and other good and valuable

sonsideration, Legsor and Lessee Agres ae follows:

1. Faragraph II.cC. of that cectain Pitt Slip Marina Lease
Agregnent, dated Septamper 18, 1983, between Loasor and Lessoe is

amended Lo read as follows:

. Tha tarm of this Leaseslublease fof Parcel IA
ahall b for & pariod of twenky-seven [27) yearo,
commencing from the date that the State of Plorida
(through the Board of Trustees of the Internal
Improvément Trist Fund)] approves the subleass from
the Lessar to the Lesgsea. Dpon expiration of the
twency-geven [17) year tecm, the Lease/Sublease nay
be penewad in sucgesaivae [ive [§5) year incraments
subject bo the Lespee, as the sublesses, complying
with all terme and conditions duripg the preceding
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: lease period and upon payment of & lease fee Erom
the Lessea to the Lessor egual to the appraised
rantal walue as pgtablished by & fee appraisal
conducted during the last year of the precedling
leass térm az chacsed to the Lesadr by the State of
Flocida wnder ite Lease Agreement. The Lesgor and
the Lepses AQres to COOPREALA in securing renewals
of the Btate Laase,

2. ‘the terms and conditions of ehe aforesaid Ptk Slip
Marina Lease hgresment shall otherwlsze remain in £ell foree and
effect mz though they were set forth fully hecein.

IR WITHESS WHEREOF, the Lessor and the Lesses have coused
Lhim agreement to be execoted by kthelr antherized representatives on

the day and year first written abave,

CEITY OF PENSRCOLA,
a municipal carporatiom, Lessor

PLORIDA SUN INTERHATIONAL, IHC,
& Florida corporation for poofit,
Lessae

. BfATE OF FLOSIDA

I:';‘(I'.‘-'_I!- OF ESCANELA

Before khe sabscriber personally appeared Rodney L. Kendig
And Paulind Sohns, kndown te he £6 Be the individuals fegaribed by
caid nanes, who executed the foregoing inetrument, and to be the
clky Manager and City Clerk, respectively, of kthe City of Pensaccla,
a nunieipal corporation, and acknowledged and declared that they as
ity Manager and City Clerk of sald corporation and belng duly
authoriged by it, signed ite name and affixed jts secl to and
eyecutad he said instrument for it and as fta act and deed,

. . o &
Givan upder my hand and official seal this i'g day
of ﬂ é@i ¢ 1985,

s

1A
- [ =

Sente of Florcida atiLezge

L

My Commission Expirah¥ L

pry po Ly SRR FILY T
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STATE OF FLORIDA
COURTY OF BESCAMBIR

Bafore the subscriber personally appeared wWilliem k. Headley,
Jr. and Chacles E, Colegon, kAdun to me to be the individuale
described by sald neees, who axecuked the foregoing fsstrument, and
bo be the Executive Vige Presldent and Assistant Secrebary,
raapacilvely, of FLORIDA SUN INTERRATIONAL, IHC., a Florida
corparation For profit, amd acknowledged and declared thet they as
Execukive Vice Prasldent and Assiskank Secrekary of safld corporacion
and being duly avehorizad by 1k, signaed ita name and affiwed ite

geal to and executed the ssid ipstrument for 1t and as fkas ack and
deed,

Lo N ynder my hand and official seal this 53&1 da
of i 1988 ’

r 4 .

BUBLIC ° A T
Staee of Florida at:Large N
My Conmdasion txpi:ei}, el

MY COUMEEHEE e T g

JWFS{lm 10/7/85



STATE OF PLORIDA
COUNTY OF ESCAMBIA

Bafore the gubserlber personally apeeared William &, Eeadley,
Je. and Charles K. Coleson, known to me to be the individuale
degeribed by sald names, who exeeuted the foregoing imatrument, and
ko be the Executlve Vice Fresident and heslstant Secratery,
reaspeckively, of FLORIDA SON INTERNATIONARL, INC,, a Florida
corporation for profit, and acknowledged and deglared that they as
Erecitive Yice Prealdent and Rasietant Secretary of sald corporacion
and being duly authorized by it, signed its name and affixed ite
geal to and executed the Bﬂ{ﬂ Inskrument for ic and as its ack and
deed,

Glvgl pnder ny hand and official seal this ft?b%ar
orhies ™ " : S

s 19E5.

Skate of Florida at.birge .

of

“

My Coamimsion Bxpiéaﬁ:

NS BT ey 0 1%

JWESjlm 1045785
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