COMMONWEALTH OF KENTUCKY
BEFORE THE PUBLIC SERVICE COMMISSION

In the Matter of:
ELECTRONIC APPLICATION OF JACKSON PURCHASE ) CASE NO.
ENERGY CORPORATION FOR APPROVAL UNDER ) 2020-00339
KRS 278.218 TO TRANSFER OWNERSHIP OF EXISTING )
HEADQUARTERS FACILITY )

VERIFIED APPLICATION

Comes Jackson Purchase Energy Corporation (“JPEC™), and for its verified application
pursuant to KRS 278.218, respectfully requests approval from the Kentucky Public Service
Commission {“Commission™) to transfer ownership of its existing headquarters facility and
property located at 2900 Irvin Cobb Drive, Paducah, McCracken County, Kentucky (“Existing
Headquarters™) to a third-party purchaser. In support of its request JPEC states and avers as

follows:

1. JPEC is a non-profit, member-owned, rural electric distribution cooperative organized
under KRS Chapter 279. It provides retail electric service to approximately 30,000
members in the Kentucky counties of Ballard, Carlisle, Graves, Livingston, Marshall
and McCracken. JPEC is one of three Member Owners of Big Rivers Electric
Corporation.

2. In Case Number 2019-00326, In the Matter of: Electronic Application of Jackson
Purchase Energy Corporation for a Certificate of Public Convenience and Necessity
to Construct a New Headguarters Facility, JPEC requested and received Commission
approval for the purchase and construction of a new headquarters campus located at

6526 U.S. Highway 60, Paducah, McCracken County, Kentucky.'

! Case No. 2019-00326, Otdet, January 14, 2020,



3. The Commission determined, pursuant to KRS 278.218, that because the Existing
Headquarters has an original book value of one million dollars ($1,000,000) or more?,
and that neither of the statutory exemptions apply, JPEC is required to submit an
application for transfer of ownership when it intends to sell the Existing Headquarters
to a third-party purchaser.’

4. On or about October 13, 2020, JPEC entered into a Real Estate Purchase Agreement
(“Agreement”) for the sale of the Existing Headquarters to a third-party purchaser for
the sum of _ (“Purchase Price”).* Among
others, the agreement has a condition that before a closing can occur the Commission
must approve the transaction.

5. The agreed upon purchase price contained in the Agreement was based on a its fair
market value as determined by a commercial appraisal prepared on February 20, 2019,
by Russell M. Sloan, Sloan Appraisal & Realty Services, Paducah, Kentucky. The
appraised value of the Existing Headquarters is K

6. As found by the Commission, the Existing Headquarters is not obsolete but is outdated
for JPEC’s purposes necessitating the construction of a new headquarters campus.®

Moreover, the agreed upon sale price for the Existing Headquarters is consistent with

its fair market value as determined by appraisal. Therefore, since JPEC only needs one

headquarters facility and the Existing Headquarters is being sold at its reasonable fair

2 1d. at 11-12, The original cost for the existing headquarters was $1,050,928.62 and it was placcd into service on
June 30, 1974,

3Id. at 11-13; 14, ordering paragraph 10.

* A copy of the Real Estatc Purchase Agreement is attached hereto as Exhibit 1.

¥ A copy of the commercial appraisal is attached hereto as Exhibit 2.

® Case No. 2019-00326, Order, January 14, 2020 at 12,



market value, JPEC requests the Commission find the transaction is for a proper

purpose and consistent with the public interest pursuant to KRS 278.218(2).

WHEREFORE, Applicant, Jackson Purchase Energy Corporation, respectfully

requests the Commission act as follows:

1. Make a specific finding that the transaction which is the subject of this Verified
Application is for a proper purpose and is consistent with the public interest.
2. Enter an Order approving JPEC’s sale of the Existing Headquarters under the

terms and conditions set forth in this Verified Application and related

documents.

3. Ewt~m -1 ~ther dye and proper relief to which it may appear JPEC is entitled.

This ty of October, 2020.

Mark David Goss

David S. Samford

L. Allyson Honaker

GOSS SAMFORD, PLLC

2365 Harrodsburg Road, Suite B-325
Lexington, KY 40504
mdgoss@gosssamfordiaw.com
david@gosssamfordlaw.com
allyson@gosssamfordlaw.com

(859) 368-7740

Counsel for Jackson Purchase Energy
Corporation



YERIFICATION
COMMONWEALTH OF KENTUCKY

)
)
COUNTY OF e Crac ken )

Comes now Greg Grissom, President and Chief Executive Officer of Jackson Purchase
Energy Corporation, and, after being duly swom, does hereby verify, swear and affinm that the
averments set forth in this Application are true and correct based upon my personal knowledge
and belief, formed after reasonable inquiry, as of this Q0%day of October, 2020.

A

/Greg Grissom
President and Chief Executive Officer
Jackson Purchase Energy Corporation

The foregoing Verification was verified, sworn to and affirmed before me, a NOTARY

PUBLIC, by Greg Grissom, President and Chief Executive Officer of Jackson Purchase Energy
Corporation, on this QO"—‘day of October, 2020.
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(a)

(b)

(€)

(d)

(e)

s-

JPEC has good and merchantable title to the Property, free of all liens,
encumbrances and adverse claims, excepting (i) restrictions imposed by any
planning and zoning commission, (ii) any environmental contamination of the
property as may be determined by an EPA inspection or other appropriate
govemnmental entity that may have jurisdiction over said property for the purposes
of environmental and hazardous waste cleanup; and easemnents of record, and (iii)
all restrictions as to the use and improvements of the property of record.

JPEC has the full and absolute right and authority to execute this Agreement,
and to consummate the sale transaction hereunder subject only to the approval of
the Public Service Commision for the Commonwealth of Kentucky;

The execution and delivery of this Agreement, and the consummation of the
sale transaction defined hereunder, have been duly approved and authorized as
provided in JPEC’s articles and bylaws.

JPEC will petition the Public Service Commission for the Commonwealth of
Kentucky for approval, which is required for the consummation of the sale made
hereunder. In the event that the PCS does not approve this sale, then this Real
Estate Purchase AGreement shall be deemed void and the earnest money
deposited by Murtco, Inc., will be refunded in full by JPEC to Murtco.

There are no outstanding purchase contracts, leases, options or other agreements
of any kind that would accord to any third party the right to use, occupy or

acquire the Property, or any interest therein.

Disclatmer. JPEC expressly disclaims all other warranties with respect to the

Property, including warranties of fitness, condition and operability, Purchaser understands and
agrees that the sale made hereunder shall be “AS IS,” subject to all existing defects and

deficiencies,

6.

Inspection by Purchaser. Between the date of this Agreement and the closing

date, Purchaser, through its authorized representatives, shall have reasonable access to and upen

the Property to examine, inspect, and test the Property as Purchaser may reasonably determine.

Purchaser shall exercise its inspection rights upon reasonable notice and in a manner that does

not interfere with JPEC’s on-going operations on the Property. Purchaser shall restore and/or

repair any damage or disturbance to the Property that is brought about by Purchaser’s inspection

of the Property, at Purchaser’s sole cost,













(a)

(t)

(c)

Merger Clause. It is agreed and understood that this Agreement represents the
entire and exclusive agreement between the parties with respect to the subject
matter of this Agreement, and that all prior representations, covenants, warranties,
understandings and agreements are merged herein. No supplement, modification,
waiver or termination of this Agreement shall be binding upon the parties unless

duly executed in writing by each party.

Notices. Any notice, document or other communications required or permitted
hereunder shall be in writing, and delivered to the other party and their

representative by personal delivery, certified mail, or fax transmission as follows:

JPEC:

With a copy to:

Aftention: Richard Walter
Boehl, Stopher & Graves
410 Broadway Street
Paducah, Kentucky 42001

Purchaser:

Attention: Keith Murt
815 Abeli Street
Paducah, Kentucky 42001

With a copy to:

Attention: Thomas J. Keuler

Keuler, Kelly, Hutchins, Blankenship & Sigler, LLP
100 S. 4" Street, Suite 400

Paducah, Kentucky 42001

Waivers. No delay or failure of any party in exercising any right or remedy

hereunder, and no partial exercise of any such right or remedy, shall be deemed to






() Successors in Interest. This Agreement and the provisions hereof shall enure to

the benefit of and be binding upon the Parties and their respective successors and

permitted assigns

(d) Execution in Counterparts. This Agreement may be executed by the parties

hereto in separate counterparts or duplicates, each of which when so executed

and delivered shall be an original.

(e)  Eifective Date. The effective date of this Agreement shall be the date upon

which this Agreement was fully executed..

IN WITNESS WHEREOF the parties have executed this Agreement as of the date first
above written, which date shall be the effective date of this Agreement.

SELLER:

JACKSON PURCHASE ENERGY
CORPORATION

By:

Tirle:;gf- e

PURCHASER:

e
I
1 DEA



STATE OF KENTUCKY }
COUNTY OF MCCRACKEN )

T‘}lr‘ “A-hgoi.-ﬁ st bt i mand mnam _ckno\__l JEL DU T B E .his

October, 2020, by Y _»8 -

Jackson Purchase Lucidy €w puratiai.

My commission expire

STATE OF KENTUCKY )
COUNTY OF MCCRACKEN )

The foregoing instrument was acknowledged before me on thi:
October, 2020, by Keith Murt, Jr. as vice-president of Murtco, Inc.

My commission expires

10

day of
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gql'lhllc.net McCracken County, KY PVA

Summary
Parcel Number 120-00-00-001
Actount Number 210195
Location Address 2900 IRVIN COBB DRIVE
Description 6-4-018.93 AC IRVIN COBB DR

[Note: Mot 1o be used an legal documents)

Class Franchise
Tax District (8-Paducah Independent School
2019 Rate Per Hundred 150787
VigwMap

Historical Plat

JACHSON PURCHASE RURAL ELECTRIC CORPORATION
.44

Value Information

Land Yaiue
Improvement Yalue
= Total Taxable Value
- Exemption Value
= Net Taxabie Vaiue

Exemprion

Tan Eylimalor

2021 Tax Roll Vahue
$1,425,000
$335,000
$1,760,000

0

$1,740,000

Homestead: No

2020 Certifiad Vahue
$1,425,000
$335,000
$17460,000

$0

$1,750,000

Homestead: No



Land Informatlan

Condithon
Plat Book/Page
Subdivislon
Lot

Block
Arres

Front
Depth

Lot Slze
Lot Sq Ft
Shapa

Improvements

Buliding Humber
Description

Mob{ke Home Type
Year Built
Effective Age

Ave Wall Helght
Structure

Mumber of Storles
Extarior
Foundation
Constructlon Type
Construction Quallty
Building Condltion
Roof Type

Roaf Cover

Roaf Piech
Basement Type
Basement Finish
Bagernent Size
Basemet 5q Ft
Garage/Carport
Garage Slre
Garage Type
Garage Exterior
Width

Langth

Garage Sq Ft

Pool

Pool Slzw

Tennils Courts

Building Mumber
Deseription
Residence Typa
Comm Type
Mable Home Type
Year Bulkt
Effactive Age

Ave. Wall Helght
Structure

Mumber of Stories
Exterior
Foundation
Conetruction Type
Construction Cuality
Sullding Condition
Roof Typs

Roof Cover

Roof Pitch
Basemant Type
Bisement Finish
Baserment Slze
Basement S5q Ft
Garage/Carport
Garage Slre
Garage Type
Garage Exterior
Whith

Length

Garage Sqft

Pool

Paol Size

18.93

B245%0
None

1

Jackson Purchase Electric HO

MNone

Offices Office, Low-Rise
o]

0

o

1 Story

t

MNone

MNone

None
Averape/Stardard
Goad/Aver age
RY-Flat
RF-Rubber
RP-Flat

BT-Mone

MNone

BS-Nane

0

[~ )

Mone
Average/Standard
GoodfAverage
RY-Flat

RF-Other

RP-Flat

BT-Mane

None

B5-Mone

u]

Garage

3+ Car

Detached Garage
Nane

0

0

a

a

Topagrapivy

Dralnags

Flood Hazard

Zoning

Electric

Warer

a5

Sower

Road

Skobewalicx

tnformation Source
Khchens
Dining Roomes
Living Rooms
Family Rooma
Bedrooms
Full Baths
Half Baths
Other Rooms
Total Reoms
Living/Otfice/Manut 5q Ft
Flreplaces/ Water
Supplemental Heat
Mobile Home Model
Modbile Home Manufacturer
MH Skirt Foundation
Heat
Heat Source
Heat Type
Air Conditioning
AL/ Type

Spedal Improve ments
Flre Alarm
Sprinklers
PorchiDeck
Parch 5q Ft
Deck 5q Ft
Concrete Sq Ft
Farm Bldg Type
WValye
Dwrhverw ay
Fence

Kitchens

Dining Rooms
Livimg Rooms
Famlby Rooms
Bedrooms

Full Rathes

Half Baths

Other Rooms

Total Rocms

Living Sq Ft
Flreplacos/Water
Supplemental Heat
Mablle Home Mode|

Moblle Home Manuf
MH Shirt Foundation
Heat

Heat Source

Heat Typa

Alr Conditloning

AL/ Type

Special Improvemermts
Flre &darm

Sprinklers
Poreh/Deck

Porch SqFt

Dk Sq Ft
Concrete 5q Ft

Farm Bldg Type

Value

Dwrlveway

Fence

[

(=== = = = = = s e

=%
zg

MNong

(== =]

$250,000.00
None
a

(== = o R v B o T e e

0/N

(=1 = =)

$35,000.00

Nane

Not Used
MNone

Residential
Mo
No
No
Na

Na



Tannis Courts

Building Number
Cwscription
Residence Typs
Comm Type
Mablke Home Type
Yaar Built
Effective Age

Ave Wall Helght
Structure

Number of Stories
Extertor
Foundation
Construction Type

Construction Quallty

Bullding Condition
Roof Type

Roof Cover
Roof Pitch
Elasament Type
Basament Finish
Basement Size
Basement Sq Ft
Garage/Carport
Garage Sire
Garage Type
Garaga Exterior
Width

Length

Garage Sq Ft
Pool

Poul Sire

Tennis Courts

Building Number
Description
Residence Type
Comm Tyme
Maoblls Home Type
Year Hullt
Effective Age

Awe. Wall Helght
Structure
Number of Stories
Extwrior
Foundation
Constnaction Type

Construction Quallty

Building Condition
Roof Type

Roof Cowver
Roof Fitch
Basomeant Type
Bagement Finksh
Basement Size
Basrment 5 Ft
Garage/Carport
Garage Slre
Garage Type
Garage Exterior
Width

Length

Garage 5q Ft
Pool

Pool Size

Tennls Courts

Sales Information

Sale

Sale Date Price

$/13/2019

$0

3
Garage

0

Q

¢]

MNane

Q

None

None

None
Average/Standard
Good/Average
RY-Flat
RF-Other
RP-Flat
BT-None
None
B5-None

0

Garage

3+ Car
Detached Garage
None

Q

4]

0

o]

Sheiber
None

Q

Q

Q

Mone

0

None

Nane

None
Average/Standard
Good/fverage
RY-Gabie
RF-Metai
RP-Low
BT-None
None
BS-None

4]

3+ Car
Noane
None
Q

a

a

0

Deewdt Diaed
Book Page
503 114

Grantes

JACKSOM PURCHASE RURAL ELECTRIC

CORPORATION

Khtchens

Dining Rooms

Living Rooms
Family Roams
Bexircawmes

Full Batha

Half Baths

Other Rooms

Total Roons

Living 5q Ft
Fireplaces/\Water
Supplemental Heat
Mablle Home Modai
Mobile Home Manufacturer
MH Skirt Foundation
Heat

Haat Source

Heat Type

Alr Conditicalng
AC/Type

Specal Improvements
Flre Alarm
Sprinkisrs
Porch/Deck,

Porch 5q Ft

Dok 5q Ft
Cancrete Sq Ft
Farm Bldg Typs
Value

Drivewsy

Forue

Kitchens

Dining Riooms
Living Rooms
Famlly Rooms
Badrooms

Full Baths

Half Baths

Odther Rooma

Total Rooms

Living Sq Ft
Flreplacas/¥Wacrer
Supplemental Heat
Mobile Home Modal
Maobile Home Manufacturer
MH Skirt Foundation
Heat

Haat Source

Heat Type

Adr Conditioning
AL Typa

Special Improvements
Fire Alarm
Sprinklers
Porch/Deck

Porch 5q Ft

Decle 5q Ft
Concrete 5q Ft
Farm Bldg Type
Value

Drivewsy

Fence:

Grantor

O0CcCD00DDOD0D

3

(= =]

£35,000.00
None

CoOooDoOoO0Do oo

Zzo
2
3z

Mone
None

None

[= =1 =]

§15,000.00
None

JACKSOMN PURCHASE RURAL ELECTRIC

CORPORATION

Sake
Type
Other (S)



Recent Sales
Sale date range:
From:

$/14/2018

To:

9/14/2020

1500

Feet ~







APPRAISAL OF PROPERTY OF
JACKSON PURCHASE ENERGY CORPORATION,
LOCATED AT
2900 IRVIN COBB DRIVE,

PADUCAH, KENTUCKY 42003

Effective Date of Appraisal

February 20, 2019

Prepared By
Russell M. Sloan, MAI
Sloan Appraisal & Realty Services

2218 Kentucky Avenue
Paducah, Kentucky 42003



ZLIMARNLILURY AVENUE
PADUCAE, KENTUCKY 42003

~ TELEPHONE (2701 842 5474 JOE I, SLOAR, MAS

W5 2wd
RUSSELL M. 3LOAN, MAL IGREPIT I SLOAN, LFA, FOUVNDER
Member Appraizal Institule A e

March 1, 2018

Jackson Purchase Energy Corporation

2900 Irvin Cobb Drive

Paducah, Kentucky 42003
Re: Appraisal of property of Jackson
Purchase Energy Corporation, located at
2900 Irvin Cobb Drive, Paducah, Kentucky
42003

Gentlemen:

In accordance with your request, | have made an appraisal of the above property for the purpose
of estimating its market value as of February 20, 2019, with the scope of this appraisal discussed
in the Scope of Work section, on page eight of this report. The data, analyses, opinions and
conclusions are included in the following appraisal report, which uses the Appraisal Report
reporting option. Market value is defined in the body of this report.

As a result of the analysis and the appraisal, it is my opinion that the market value of the property,
as of February 20, 2019, was

L I
To the best of my knowledge and belief, no matters or information that is pertinent has been
intentionally overlooked or withheld. | have no interest, either present or contemplated in the
property, and employment and compensation for the making of this appraisal are in no way
contingent upon the value reported. No responsibility is assumed for matters that are legal in nature
nor has any opinion on title or survey been rendered by me. Liens, encumbrances and
encroachments, if any, have been disregarded and the property appraised as though free of debt
and with good and marketable title.

Respectfully submitted,

il

Russel M. Sloan, MAI

Kentucky State Certified General Real Estate Appraiser, #00335, llinois State Certified General Real Estate Appraiser,
#553001372, Migsouri State Cerlified General Real Estate Appraiser, #RAD02466, Tennessee State Cerlified General Real
Estate Appraiser, #0G-1246, Indiana State Certified General Real Estate Appraiser, #CG402001468

RMS:pc
Enclosures
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STATEMENT OF QUALIFICATIONS OF APPRAISER: RUSSELL M, SLOAN, MAI

EDUCATION
MBA, Murray State University
BS In Business Administration, Murray State University

SPECIALIZED EDUCATION

American Institute of Real Estate Appraisers Course 1A-1, Atlanta, GA
American Institute of Real Estate Appraisers Exam 1A-2, Noman, OK
American institute of Real Estate Appraisers Course 1B-A, Chapel Hill, NC
American Institute of Real Estate Appraisers Course 1B-B, Bloomington, IN
American Institute of Real Estate Appraisers Course 2-1, Nashville, TN
American Institute of Real Estate Appraisers Course 2-2, Nashville, TN
American Institute of Real Estate Appraisers Course 2-3, Gatlinburg, TN
Valuation of Conservation Easements, Appraisal Institute, Nashville, TN
MAP Appraisals and Markelability Studies, HUD, Louisville, KY

Numerous seminars through the Appraisal Institute

PROFESSIONAL AFFILIATIONS, LICENSES, & CERTIFICATIONS

MAI, Member Appraisal Institute, Kentucky State Certified General Real Estate Appraiser, Certificate #300335, llinois State
Certified General Real Estate Appraiser, License #553001372, Missouri State Cerlified General Real Estate Appraiser,
Certlficate #RAQ02466, Tennessee State Cerlified General Real Estate Appraiser, Certificate #CG-1246, Certified Fee
Appraiser, Indiana State Certified General Real Estate Appraiser, License #CG40200146, Real Estate Broker, Kentucky
Real Estale Commission, Member. Paducah Board of Realtors, Kentucky Association of Realtors & National Association of
Realtors. President of My Old Kentucky Home Chapter of the Appraisal Institute, 1995. Member of Kentucky Real Estate
Appraisers Board, 2003-2007, Chairman, 2006-2007.

APPRAISAL EXPERIENCE
Thousands of appraisats of single-family & multi-family residential, commercial, industrial, agricultural, waterfront, and
special purpose properlies in Kentucky, Tennessee, Missouri, lllinois, Indiana and Ohig.

APPRA|SALS FOR CLIENTS INCLUDING:

Regions Bank

U.S. Bank

Paducah Bank & Trust Company

Old National Bank, Indianapalis, IN

Fifth Third Bank

JP Morgan Chase Bank, NA

Branch Banking & Trust Company

Banterra Bank

Peoples National Bank

Independence Bank

FNB Bank, Mayfield, I

PNC Bank, N.A.

PGP Valuation

BSB Bank & Trust Company, Binghamton, NY
First Tennessee Bank, Nashville, TN
Commerce Bank, Charleston, West Virginia
TriStar Bank, Dickson, TN

Community Financial Services Bank, Benton, KY
First Kentucky Bank, Mayfield, KY

Gallatin County State Bank, Ridgway, IL

First National Bank of Harrisburg, L

Famer's Bank of Princeton, Princeton, KY
National State Bank of Metropolis, Metropolis, IL
Citizens State Bank, Bardwell, KY

Farmers Bank of Marion, Marion, KY

First National Bank of Clinton, Clinton, KY
First State Community Bank, Sikeston, MO
Southwest Bank of St. Louis, St. Louis, MO
FBI Bank, Bowling Green, KY

BMO Harris Bank

Jackson Purchase Agricultural Credit Association
Paducah Federal Credit Union

Murray State University

McCracken County Board of Education
Marshall County Board of Education

United States General Services Administration
Commonwealth of Kentucky

United States Depariment of the Interior
Kentucky Housing Corporation

United States Department of Housing & Urban Development
FDIC

Paducah-McCracken County Riverport Authority
McCracken County Fiscal Court

City of Faducah, Kentucky

City of Fuiton, Kentucky

City of Hickman, Kentucky

Purchase Area Development District

Ballard County Economic & thdustrial Development Board
USDA Rural Development

GE Capital Reaity Group, Inc.

RER Solutions, Inc.

Colliers international

Phillips Development, Little Rock, AR

Wabuck Development

Plotkin & Company, Chicago, IL

American Commercial Barge Lines

Marquette Transperiation, Inc.

Southern Pacific Real Estate

Vulcan Materials Campany

Baptist Hospitals, fne.

Livingston Hospital & Health Services, Inc.
Lourdes Hospital

Faxion Media Group, Inc.

The Nature Conservancy

Farris, Mcimosh & Tremper, Inc.

Kemper CPA Group, LLC

Whitlow, Roberts, Houston, & Straub, attys.
McMurmy & Livingston, altys.

James A, Harris, alty.

Denton & Keuler, attys.

COURT EXPERIENCE
Testimony as expert witness in various Circuit Courts

TEACHING EXPERIENCE
Instructor, Real Estate Appraisal, Paducah Community College, Fall, 1998



SUMMARY OF SALIENT DATA AND CONCLUSIONS
Address of Subject: 2900 Irvin Cobb Drive, Paducah, Kentucky 42003
Effective Date of Appraisal: February 20, 2019
Purpose of Appraisal; Estimate Market Value
Function of Appraisal: Decision Making and Asset Allocation
Financing Premise: Generally Available Local Terms Equivalent to Cash
Property Owner(s): Jackson Purchase Energy Corporation
Property Rights Appraised: Fee Simple
Tax Assessment: $0 (Tax Exempt Owner)
Zoning: M-1, Light Industrial
Highest and Best Use of Site If Vacant: Industrial Development
Highest and Best Use of Property as Improved: Office
Furniture, Fixtures and Equipment (FF&E): $0
Cost Approach: Not Developed, See Discussion

Sales Comparison Approach |

Income Capitalization Approach: Not Developed, See Discussion

Final Estimate of Value: ||

Page-4
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DEFINITION OF MARKET VALUE

The most probable price which a property should bring in a competitive and open market under all
conditions requisite to a fair sale, the buyer and seller each acting prudently and knowledgeably,
and assuming the price is not affected by undue stimulus. Implicit in this definition is the
consummation of a sale as of a specified date and the passing of title from seiler to buyer under
conditions whereby:

1. Buyer and seller are typically motivated;

2. Both parties are well informed, or well advised, and acting in what they consider their own best
interests,

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

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

5. 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.

[12 C.F.R. Part 34.42(g); 55 Federal Register 34696, August 24, 1990, as amended at 57 Federal
Register 12202, April 8, 1992, 59 Federal Register 29489, June 7, 1994]

REASONABLE MARKETING TIME AND EXPOSURE TIME

Marketing time is an opinion of the amount of time it might take to sell a real or personal property
interest at the concluded market value level during the period immediately after the effective date
of the appraisal. Marketing time differs from exposure time, which is always presumed to precede
the effective date of an appraisal. (Advisory Opinicn 7 of the Appraisal Standards Board of The
Appraisal Foundation and Statement of Appraisal Standers No. 6 "Reasonable Exposure Time in
Real Property and Persconal Property Market Value Opinions” address the determination of
reasonable exposure and marketing time.)

Appraisal Institute. The Dictionary of Real Esfate Appraisal. 6th ed. (Chicago: Appraisal Institute,
2015), 140.

Exposure time is 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.

Comment: Exposure time is a retrospective apinion based on an analysis of past events assuming
a competitive and open market.

Uniform Standards of Professional Appraisal Practice 2018-2019 ed. {The Appraisal Foundation,
2017), 4.

Estimating these two time periods requires analysis of data from the variety of sources. Sales,
offerings, options, and transactions involving properties having similar marketability characteristics
are considered. information from multiple listing services, Realtors, [enders, owners and investors
and the PricewaterhouseCoopers Real Estate Investor Survey has been considered. All data is
considered in relation to current national, regional and local econamic and development trends.
Recegnizing the current state of the local market, the marketing periad and the exposure time for
the subject are identical in this instance. Considering these factors, both the estimated marketing
time and the estimated exposure time for the subject are up to cne year.
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CERTIFICATION

The undersigned does hereby certify that, to the best of my knowledge and befief and except as
otherwise noted in this report:

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

2. 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.

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

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

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

6. My compensation for completing this assignment is not contingent upon the development or
reporting of a predetermined value or direction in value that favors the cause of the client, the
amount of the value opinion, the attainment of a stipulated result, or the occurrence of a subsequent
event directly related to the intended use of this appraisal. The employment of the appraiser was
not conditioned upon the appraisal producing a specific value or within a given value range.

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

8. The reported analyses, opinions, and conclusions were developed, and this report has been
prepared, in conformity with the requirements of the Uniform Standards of Professional Appraisal
Practice (USPAP).

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

10. No one provided significant real property appraisal assistance to the person signing this report,
except as otherwise explicitly noted in this report.

11. I have made a personal inspection of the property that is the subject of this report,

12. | have performed no services, as an appraiser or in any other capacity, regarding the property
that is the subject of this report within the three-year period immediately preceding acceptance of
this assignment.

13. As of the date of this report, |, Russell M. Sloan, have completed the continuing education
pregram of the Appraisal Institute.

In my opinion, the market value of the subject property under financing conditions generally
available in the local market and equivaient to cash, on February 20, 2019, was

%%/_
Date: March 1, 2019 Appraiser:

Kentucky State Certified General Real Estate Appraiser, #00335, lllinois State Gertified General Real Estate Appraiser,
#553001372, Missouri State Certified General Real Estate Appraiser, #¥RAD02466, Tennessee State Cerlified Geperal Real
Estate Appraiser, #2G-1246, Indiana State Certified General Real Estate Appraiser, #CG40200146
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ASSUMPTIONS AND LIMITING CONDITIONS

This appraisal report has been made with the following general assumptions:

1. The Appraiser assumes no responsibility for the legal description or matters of a legal nature
affecting the property appraised or the title thereto, nor does he render any opinion as to the title,
which is assumed to be good and marketable.

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

3. Responsible ownership and competent property management are assumed.

4. Information, estimates and opinions furnished to the Appraiser and contained in this report were
obtained from sources considered reliable and believed to be true and correct. However, no
responsibility for the accuracy of such items furnished to the Appraiser can be assumed by the
Appraiser.

5. The sketch in this report is included to assist the reader in visualizing the property, and the
Appraiser assumes no responsibility for their accuracy. The Appraiser has made no survey of the
property. It is assumed that the utilization of the land & improvements is within the boundaries or
property lines of the property described and there is no encroachment or trespass unless otherwise
noted.

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

7. The Appraiser assumes that there are no hidden or unapparent conditions of the property,
subsoil or structures, code violations, or the presence of subsidence, asbestos, UFFI, Radon gas,
underground storage tanks, or toxic materials which would render it more or less valuable. The
Appraiser assumes no responsibility for such conditions or for engineering that might be required
to discover such factors.

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

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

10. The Appraiser is not required to give testimony or appear in court because of having made this
appraisal, with reference to the property in question, unless arrangements have previously been
made.

11. Disclosure by the Appraiser of the contents of this appraisal report is subject to review in
accordance with the bylaws and regulations of the Appraisal Institute and Appraisal Foundation.
12. The Americans with Disabilities Act (ADA) became effective January 26, 1992. | have not made
a specific compliance survey and analysis of this property to determine whether or not it is in
conformity with the various detailed requirements of the ADA. It is possible that a compliance
survey of the property together with a detailed analysis of the requirements of the ADA could reveal
that the property is not in compliance with ene or mare of the requirements of the act. If so, this
fact could have a negative effect upon the value of the property. Since | have no direct evidence
redating to this issue, | did not consider possible noncompliance with the requirements of ADA in
estimating the value of the property.

13. The physical elements of the property were viewed to determine their impact on value in the
decision-making processes of the market. This viewing should not be construed as a structural
inspection. Such an inspection is outside the area of expertise of the appraiser and beyond the
scope of this appraisal. The appraiser is not an expert in the field of building inspection and/or
engineering. Except as otherwise noted in this report, the value estimate is predicated on the
assumption that there are no structural defects in the property that would cause a loss in value. No
respensibility is assumed for any such conditions, or for any expertise or engineering or
architectural knowledge required to discover them. The client is urged to retain an expert in this
field, if desired.
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SCOPE OF THE APPRAISAL AND COMPETENCY OF THE APPRAISER

This appraisal has been prepared in order to determine the market value of the property, as defined
onh page five of this report, for the client, Jackson Purchase Energy Corporation, which is the
intended user, for use in decision making and asset allocation, with this being the intended use of
this appraisal. This appraisal is developed subject to no extracrdinary assumptions or hypothetical
conditions.

The analysis in this appraisal includes the development of the appraiser's opinion of the highest
and best use of the property. This appraisal is developed based on three approaches to value: the
cost approach, the sales comparison appreach, and the income capitalization approach. The use
of all three approaches is pertinent in the solution of most appraisal problems; with their application
being well established in appraisal technique and held to be part of the fundamental procedure. All
approaches have been considered, although it is sometimes inappropriate to develop one or more
of the approaches due to lack of market data, or lack of applicability. This appraisal has been
developed using the sales comparison approach only. This approach, as well as the exclusion of
the cost and income capitalization approaches, will be explained more fully later in this report.

The data, analyses, opinions and conclusions are included in this appraisal report, which uses the
Appraisal Report reporting option. The pertinent data has been included within this report. The
analysis, opinions, and conclusions were developed, and this report has been prepared, in
conformity with the requirements of the Code of Professional Ethics and the Standards of
Professional Practice of the Appraisal Institute and the Appraisal Foundation, as well as the
Competency provision of the Uniform Standards of Professional Appraisal Practice {(USPAP).

The appraiser physically inspected the exterior and the interior of the accessible portions of the
property on February 20, 2019. The inspection was not a technically exhaustive inspection. The
physical attributes of the property included in this appraisal are based on this inspection as well as
infermation obtained from plans provided, and information obtained from tax records. The condition
of the overall subject property is assumed to be consistent with the portion of the property
inspected, subject to the results of any more detailed inspection of the property.

The appraiser is not an engineer or surveyor, and is not an expert in the field of building inspection
and/or engineering. An expert in the field of engineering/seismic hazards detection should be
consulted if an analysis of seismic safety and seismic structural integrity is desired. This appraisal
does not constitute an expert inspection of the property and it should not be relied upon to disclose
the condition of the property. It is assumed that there are not structural defects hidden by floor or
wall coverings or any other hidden or unapparent conditions of the property; that all mechanical
equipment is in good working condition, and that all electrical components and the roofing are in
average or good condition. This appraisal is therefore subject to the discovery of any more accurate
information with respect to the physical property. If the client has any questions regarding these
items, it is the client’s responsibility to order the appropriate inspections. The appraiser does not
have the skill or expertise needed to make such inspections. The appraiser assumes no
responsibility for these items,

During the preparation of the appraisal, the appraiser researched the market far comparable market
data. The appraiser has collected and confirmed data in the local market through research of public
records found in the McCracken County Courthouse and Paducah City Hall, as well as
conversations with related parties and investors in the marketplace. In addition, the appraiser has
investigated several nearby counties, as well as national market data, as appropriate, for additional
market data. Details of the individual transactions were verified by buyers, sellers, brokers, agents,
bankers, appraisers, recording documents, multiple listing services, assessor's records, and/or
other sources believed to be reliable as shown on the data sheets included in this report.

The appraiser has experience in the valuation of this type property as well as being familiar with
the subject’s market area.
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The qualifications of the appraiser, which demonstrate the competency of the appraiser, are
included in the statement of gualifications, on page three of this report. The appraiser has
disclosed, within this report, any additional steps that were necessary or appropriate to comply with
the competency provision of the USPAP,

FINANCING PREMISE

This market value estimate is based on a premise of financing terms generally available in the
community equivalent to cash. This concept recognizes that a seller receives all cash, but also
recognizes that a typical purchaser's funds are derived from both equity and mortgages. The
current mortgage market is based on a range of rates and terms, as discussed later in this report,

EFFECTIVE DATE OF THE APPRAISAL

The effective date of the appraisal is February 20, 2019, with the property inspected by the
appraiser on February 20, 2019. The date of the report is March 1, 20189.

PURPOSE OF THE APPRAISAL
The purpose of the appraisal is to estimate the market value of the subject property.
FUNCTION AND INTENDED USE OF THE APPRAISAL

The function of the appraisal, and its intended use, is to determine the market value of the property
for the client, Jackson Purchase Energy Corporation, which is the intended user, for use in decision
making and asset allocation. Neither all or any part of the contents of this report shall be conveyed
to any person or entity, other than the appraiser’s or firm’s client, through advertising, solicitation
materials, public relations, news, sales, or other media without the written consent and approval of
the authors, particularly as to vailuation conclusicns, the identity of the appraiser or firm with which
the appraiser is connected, or any reference to the Appraisal institute or the MAI designation,
Further, the appraiser or firm assumes no obligation, liability, or accountability to any third party. If
this report is placed in the hands of anyone but the client, the client shall make such party aware
of all of the assumptions, limiting conditions, and additional language of the assignment.

OWNERSHIP DATA
The subject property is currently owned by Jackson Purchase Energy Corporation.
PROPERTY INTEREST APPRAISED

In the absence of any long term leases encumbering the property, this appraisal reflects a value
for the fee simple interest in the subject property.

A fee simple estate is absolute ownership unencumbered by any other interest or estate, subject
only to the limitations imposed by the governmental powers of taxation, eminent domain, police
power, and escheat.

Appraisal Institute. The Dictionary of Real Estate Appraisal. 6th ed. (Chicago: Appraisal Institute,
2015), 90,

FIVE YEAR TRANSACTION HISTORY

According to information available to the appraiser, there have been no sales or transactions
involving the subject property during the past five years. Based on information availabie to the
appraiser, the subject property is not currently listed for sale, and there are no current purchase
contracts involving the subject.
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Governmental & Financial Sectors: There is a Mayor and City Commissioner government in the
city of Paducah, with a Judge Executive and County Commissioner government in McCracken
County, with Paducah being the County Seat. There are six banks in the community, although only
one is locally owned, with one being a branch of an lllinois bank, one being a branch of a Mayfield,
Kentucky bank, and four being owned by larger institutions. The last significant change in the
governmental sector was the implementation of a zoning ordinance for the portions of McCracken
County outside the Paducah city limits in 2001. While all existing uses were permitted, this permits
more orderly growth patterns in the county. It is noted that there was a proposal for merger of the
city and county governments in 2012, but it was defeated by a significant margin.

Transportation Sector: Arterial highways include U.S. Highways 45, 60, 62, 68 and |-24. The
area is served by bus lines, three railroads, and Barkley Regional Airport, which has commercial
service to Chicago. There are several river transport and barge lines and service operations, with
Paducah henefiting from being the Northern terminus of the Tennessee-Tombigbee Waterway, and
being at the confluence of the Chio and Tennessee Rivers. This has resulted in the river industry
being one of the primary employers in Paducah for many years. In 2016, the Paducah-McCracken
County Riverport Authority was designated as a foreign-trade zone, which could enhance the
influence of the river industry.

Educational Sector: The community has dual city and county public school systems and private
religious schools. The McCracken County school system had historically included three school
districts, but they were combined into a single countywide high school in 2013. Other institutions
include West Kentucky Community and Technical College, a two-year college. There is also an
engineering program associated with the University of Kentucky, which began in 1997, located on
the campus. Murray State University, which is in the nearby Murray community, opened a satellite
campus in Paducah in 2014. In addition, Paducah Public Library serves the community.

Churches & Cultural Activities: The area includes aver 100 churches in 20 denominations.
Cultural attractions include the Market House Theater, Paducah Symphony, Paducah Art Guild
Gallery, and City-County Arts Council, as well as the Luther Carson Performing Arts Center, which
was developed in downtown Paducah in 2004. There are three country clubs and numerous civic,
fraternal and social organizations that serve the community.

Recreational Sector: There are 450 acres of parks, including Noble Park. Kentucky Lake and
Lake Barkley recreational complexes are approximately 25 miles away. There is a twelve-screen
theater complex that was constructed in 2002, replacing an older complex, and a one-screen
theater, which opened in the downtown in 2001. There is an auto racetrack, a drag strip, and a
horse racing track, as well as four golf courses, one of which is a public course, an indoor tennis
center that was constructed in 2004, and ancther sports complex featuring basketball, volleyball,
and soccer, which opened in 2008. Player's International Riverboat Casino, now owned by
Caesar's, opened in Metropolis, llinois, which is immediately across the Chio River from Paducah,
in 1993. lllinois allows riverboat gambling, but Kentucky deoes not. The proximity of the riverboat
has resulted in tourist traffic in Paducah, as well as Metropolis.

Medical Sector: Paducah is a regional medical center with approximately 200 physicians, and
50+ dentists. Baptist Health Paducah includes 373 beds, while Mercy Health, which was known
as Lourdes Hospital until 2018, has 359 beds. There are crippled children's and mental health
clinics, as well as four extended care nursing homes, one of which relocated to a new facility in
2014, and five other elderly housing facilities, with a new assisted living facility opening in 2015,
with 42 units in the initial phase. A medical office park containing several offices was developed
along Lone Cak Road in the early 1990's. The park includes a 145,000+ square foot, four-stary
multi-tenant office building, including a privately owned outpatient surgery center, which is now
owned by Mercy Health, as well as several smaller buitdings.
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The supply of medical office space was further increased by the development of an adjacent office
complex by Baptist Health Paducah. Baptist Health Paducah has continued to expand over the
years. This included major expansions including considerable rental office space, with expansions
in 1997, 1988, and 2003, with 204,000 (R) square feet of rental office space now in this structure.
Furthermore, a 798,000 (R) square foot heart center addition was completed in 2007, with a 44,000
(R) square foot cancer center opening in 2017. Mercy Health Hospital had a 133,000 (R) square
foot addition, including medical office space, in 2004. The shifting of the medical sector in the
2000's did not have a significant negative effect on the demand for freestanding medical office
buildings in the community. The overall strength of Paducah's medical community and the
expansion of the hospitals should continue to provide a strong level of demand from this sector.

Industrial Secter: While manufacturing has not historically been a primary base for the Paducah
market, a varied manufacturing base has historically included chemical and nuclear products,
railroad locomotives, food and kindred products, lumber, furniture, apparel, textiles, printing and
publishing, rubber, minerals, primary metals, machinery, metal products, and marine equipment.
The local industrial market had remained generally stable for many years until 2013, when USEC
anncunced that it would cease operation of the Paducah Gaseous Diffusion Plant (PGDF), with the
facility having been turned over to the U.S. Department of Energy in October 2014, It had originally
been announced in 2004 that production would be replaced by a new facility in Ohio in 2010, but
there were several delays prior to the official announcement of the closing. The facility is located
on 3,556+ acres in northwest McCracken County, with this facility having been one of McCracken
County's primary employers since the 1950's, with 1,100+ employees at the time of the
announcement.

The facility should continue to have an impact on the area for the next several years, with many
years of site cleanup. It is noted that there were lawsuits and press reports regarding the possible
contamination of workers, and possibly surrounding properties, throughout much of the 2000's, but
this did not have a dramatic effect on the market. The long term impact of the closing of the plant
could potentially be devastating to the community due to the sheer number of employees as well
as the relative level of pay, but it now appears that the initial impact has been somewhat lessened
by the cleanup by the Department of Energy, with a peak of approximately 1,500 people, and
stabilized employment of 1,300+ onsite for the cleanup and monitoring operations. It appears that
the cleanup will take several years and the eventual long term impact cannot be projected due to
the presence of considerable employment in the cleanup, as well as the interest in other firms of
utilizing some or all of the facility for related uses. In 2013, there was an announcement that GE
Hitachi's GLE division was granted the right to negotiate with the Department of Energy to use the
facility to re-enrich depleted uranium. This project appears to be progressing, but it does not appear
that construction of this facility will occur in the near term.

Most of the other industrial employers in the community are smaller facilities, but they appear to
have a stable future. The area has an abundant supply of industrial properties but vacancies have
remained moderate. While Paducah has not traditionally been an industrial center, some new
construction occurred in the 2000's in the community, with some new construction continuing into
the 2010’s. The local development authority developed a 192+ acre industrial park on Olivet
Church Road in the early 2000°’s. A 56,000 square foot "spec building” was constructed in late
2001 and it was occupied as a distribution warehouse for Coca Cola in 2005. In addition a 100,000+
square foot manufacturing plant and distribution center was built in the park for Infiniti Media in
2004, with eventual employment of 100 people proposed, but it did not achieve the employment
levels promised and it ¢losed in 2013. In 2014, Genova Products occupied this building, with
employment of approximately 125 people.

H. T. Hackney constructed a 150,000 square foot distribution warehouse in the park in 2011, to
replace an older, smaller facility. In 2013, Whitehall Industries announced that it would occupy a
portion of the former Tyler Mountain Water plant, which had closed in 2009, with projected
employment of 150. This plan was terminated due to environmental issues, however, with the
company building a new building in this park in 2014 instead.
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The building was accupied by E Z Portabie Buildings in 2014, however, with eventual employment
of 90 projected. A FedEx distribution facility was developed in 2008, on John Puryear Highway, off
I-24. In 2007, a 213 acre industrial park was opened, with this park including frontage along the
Obhio River. It is now marketed as the Ohic River Triple Rail Megasite, with up to 2,126 acres
available, although much of this land has not actually been acquired. In 2013, development of a
coal transfer terminal began along the Ohio River after approvai of this project was denied on three
separate occasions in the late 2000's through 2011 due to ¢onsiderable local opposition. Other
than the USEC closing, the most recent negative events in the industrial sector were US Foods
closing its distribution center, which had 250+ empiloyees, in 2012, and AmerisourceBergen closing
its facility, which had 90+ employees, in 2017. The US Foods facility was acquired by Darling
Ingredients in 2015, but it has a minimal number of employees. It was announced in 2018 that the
AmerisourceBergen facility would be occupied by GenCanna Global USA, Inc. for use as a hemp
derived product manufacturing facility.

Other than these, there have been no significant industrial developments in Paducah for several
years. The community has ongoing activity involving smaller industrial facilities, however. The
industrial market has historically demonstrated reasonably stable demand for these relatively small
properties, despite the limited activity involving larger facilities. The nationwide recession that
extended from 2007 through 2009 did not have a dramatic impact on the local industrial market
due to the limited number of major industrial employers. Conversely, the relatively weak recovery
throughout most of the 2010’s has not resulted in any significant improvement in the industrial
sector. The relatively limited strength of the national economy diminishes the probability of any
major new employers in the community in the near term.

Retail Sector: The commercial core of the Paducah market is at the interchange of 1-24 and U.S.
Highway 60, around the Kentucky Oaks Mall complex. Kentucky Caks Mall is a regional mall
containing 1,025,000+ square feet, which is located at the [-24/U.5. Highway 60 interchange, and
which opened in 1982. Retail development was very active around the Kentucky Oaks Mall
throughout most of the 2000’s before slowing in the late 2000’s, but has continued at a moderate
pace in the 2010's. Larger stores in the area include a 190,000+ square foot Wal-Mart Super
Center developed in 1992, a 120,000+ square foot Lowe’s store, which opened in 1995, a Home
Depot containing 115,000+ square feet, which was constructed in 2002, and a 134,326+ square
foot Sam's Club store built in 2004.

A mixed-use development, West Park Village, began in 1993 at the corner of Olivet Church Road
and Highway 60. This development includes retail, office and residential uses, with sporadic
development continuing. The land in the rear of the Kentucky Oaks Mall was developed with a
mixed-use retail project, the Oaks lI, in 1996. There were only three parcels developed for several
years, but the opening of the Sam’s Club in the subdivision in 2004 resulted in increased interest.
A 17,000 square foot shopping center was developed in 2006, with a 66,7251 square foot shopping
center built in 2008 in this subdivision. The former Strawberry Hill farm, behind the Wal-Mar, is
continuing to be developed with a mixed-use commercial subdivision, with devefopment beginning
in 1999. Retail developments in Strawperry Hill include a 27,000+ square foot strip center and a
10,000+ square foot strip center that were built in 2001, as well as a 12,600+ square foot center
built in 2006. A 28,750+ square foot center was developed in the subdivision in 2007, with other
smaller properties as well. More recently, a new 17,000 square foot strip center was constructed
in the subdivision in 2015.

A 128,500+ square foot shopping center, Paducah Specialty Center, was built on U.S. Highway 60
and James Sanders Blvd., in 1999. A 165,538 square foot shopping center anchored by an 80,408
square foot Kohl's was developed at the corner of Highway 60 and Olivet Church Road in 2005.
The previously discussed 17,000 square foot center, the 12,600+ square foot center, and a 7,000%
square foot dual-tenant building, were constructed in 2006. The previously discussed 29,750+
square foot shopping center was developed in 2007, with a 66,7251 square foot shopping center
developed in 2008. A new strip center was built at the corner of Hinkleville Road, West Park Drive,
and Olivet Church Road in 2014, and it was expanded in 20186 and including 16,000+ square feet.
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Development of a 50+ acre multi-tenant project began on Highway 60, immediately west of Olivet
Church Road in 2016, with the anchor to be a Menard's.

Vacancies increased somewhat in the late 2000’s due to the state of the overall economy. This
resulted in the closing of the Paducah stores of several national retailers in 2008, but it stabilized
in the early 2010's. Otherwise, the most significant adverse factor influencing this area is
attributable to traffic problems. The widening of U.S. Highway 60 and the Holt Road relocation
resulted in a small improvement in the access to the area, as did improvements to Olivet Church
Road.

The opening of the Kentucky Qaks Mall, in 1982, devastated the downtown retail market as most
tenants moved to the mall and surrounding area. The downtown retail market never fully recovered,
and will likely never return to its former state. There were some positive developments during the
2000’s, with some conversion to office space and the renovation for several lower intensity retail
uses. In addition to the downtown, the Southside retail area was adversely affected by the cpening
of the mall, but it experienced a recovery during the 2000's. The former Paducah Mall was razed
and a 190,000+ square foot Wal-Mart Super Center was constructed on the site in 1996 as part of
a 316,110+ square foot shopping center known as Paducah Towne Center. This improved the
outlook for the Southside somewhat, but it did not significantly change the overall state of the
neighborhood. The sporadic construction of smaller developments is continuing in the area,
however. Another static commercial location for years has been Cairo Road, with no major
developments for many years until Rural King opened a new store east of the 1-24 interchange in
2014. Despite this, there is nothing to suggest any significant change in the commercial sector
along this artery.

There has also been some recent commercial development in the Lone Oak area, although it has
been on a smaller scale. This area includes two commercial subdivisions, the Magnolia Village
Commercial Subdivision, which was opened around 1990, and Brian Centre, a mixed-use
commercial and residential development that opened in 1996. The frontage lots in both projects
were developed guickly, but construction has been slower within the subdivisions. Commaercial
developed increased in the Lone Qak area in the mid 2000’s, with a 12,000+ square foot, multi-
tenant office building built in 2006, while a 14,000+ square foot office/retail building, and a 15,000+
sguare foot retail center were constructed along the Lone Oak Road commercial corridor in 2007,
with a 13,700+ square foot center located immediately off Lone Qak Road having been built in
2012. COther suburban retail areas have remained stable without excessive vacancies. The
nationwide recession that extended from 2007 through June 2008 resulted in increased vacancy
rates, particularly in the mall area, which has more national tenants. This sector stabilized in the
early 2010's, with vacancies having remained moederate. Recognizing the state of the location
ecchomy, as well as national retail trends, some new development is possible within the overall
retail sector, but at a more moderate pace in the foreseeable future,

Office Sector: The local office market continued to experience construction of new office space
in the suburban areas of Lone Oak and along Highway 60, near the mall, threughout most of the
2000's and into the 2010’s. In addition, there is ongoing renovation of older buildings in the
downtown area, although the rate of renovation in the 2010’s has been somewhat slower than that
during much of the 2000's. Much of the development of office space in the 2000's was attributed
to the construction of new medical office space by the hospitals, as previously discussed. The last
significant project in the downtown area was the conversion of 70,000 (R) square feet of retail
space for office usage in 2004, with the occupancy of this structure having improved the downtown
office sector somewhat. More recently, TeleTech Holdings, Inc. occupied the building formerly
utilized by Regions Bank in 2015, with 150+ employees in this building. The other most recent new
office developments have been along Highway 45, and along Highways 62 and 60 to the west,

Significant new office construction in the late 2000’s included a 15,0001 square foot Paducah Bank
Financial Center and a multi-tenant building anchored by the Social Security Administration, which
were each developed in Strawberry Hill in 2008.



Page-15

Construction of offices continued in the subdivision in the 2010’s, including two single-tenant
medical offices completed in 2011, with a 22,700+ square foot, multi-tenant building built in 2012
and a 9,300+ square foot multi-tenant office building completed in 2013. The largest recent office
development was the construction of a 41,400+ square foot orthopedic facility on U.S. Highway 62
in 2012, with a 26,300 square foot building completed off Highway 45 in 2016 for use by another
medical practice. The only other significant development in the office market in the 2000's was the
22,000% square foot Ulrich Medical Concepts building, which was built in 2005 in the Paducah
Commerce Park, formery known as the Information Age Park. Most of the larger projects have
been built for owner occupancy, but some smaller properties have also been built on a speculative
basis. Some smaller multi-tenant offices were constructed in the early 2010's, with most having
relatively slow rates of absorption.

The Paducah Commerce Park, formerly known as the Information Age Park, located between U.S.
Highways 62 and 60, was developed in 1992 in conjunction with South Central Bell. The park was
designed for development of office space to be utilized by information processing tenants rather
than the traditional industrial clients. The construction of support buildings was completed, but only
eight tenants have located in the park since the opening. Three of these were essentially
expansions by local companies, although the LYNX Company constructed a new office building in
the park in 1999, and the Ulrich Medical Concepts building was completed in 2005. New offices
for Marquette Transportation and Pepsi were constructed in 2007, as was the completion of a
former spec office building by A & K Construction. The most recent developments included the
relocation of Superior Care nursing home into the park, and the construction of a new office for
TeleTech Holdings, Inc., each in 2014, with System Solutions constructing a 10,000+ square foot
office in the park in 2015. Although the absorption rate of the park has been well below initial
expectations and projections, the park should continue to have a positive effect on the area
economy.

Due to the new construction, particularly within the medical sector, vacancy rates are higher than
desirable in some secondary locations within the community, though much lower than in most larger
cities. The primary vacancy risks have typically been in the new construction and in older, poorly
located properties. This was demonstrated by the 2007 closing of the Katterjohn Building, an old
multi-tenant office building that had previously been converted to office space from its original use
as a hospital. It was closed due to the inability to maintain rental rates and occupancy rates
sufficient to warrant its continued operation. In addition, the former Professional Arts buildings,
another multi-story, multi-tenant, office building, was acquired by Baptist Health, with this building
being removed from the private sector in 2014. These closings actually benefitted the balance of
the office sector by removing low cost competitors from the market. The well-located, modern
facilities are not experiencing excessive vacancies, with vacancy rates remaining moderate for the
existing units. The vacancy risk must still be recognized throughout the market.

Lodging Sector: The Paducah market includes approximately 28 motels and hotels with over
2,300+ rooms. Most facilities contain less than 100 rooms and were constructed five to thirty years
ago. There are fewer than ten facilities with over 100 rooms. The Executive Inn, with 434 rooms
and a convention center, was the largest hotel in Paducah since its original construction in the early
1980's until the hotel closed in 2008 and razed by the city. It was effectively replaced by a 123
room Holiday Inn, which opened in 2017, Otherwise, the local market includes two distinct
segments, with the most recent developments located at the 1-24/U.S. Highway 60 interchange,
near the Kentucky Oaks Mall, and at the I-24/Highway 305 interchange. Most of the facilities in
other areas are older facilities developed prior to the opening of the mall.

The Paducah lodging market experienced considerable development in the 1990's, but
development then slowed until the late 2000’s, This included a 100 room Marriott Courtyard which
opened in 1997, a 144 room Drury Suites and a 60 room Quality Inn, reflagged from a Comfort
Suites in 2015, both of which opened in 1996, as well as a 118 unit Drury Inn and a 77 unit Aubum
Place, which was constructed as a Holiday Inn Express in 1995 but reflagged in 2013, all at the
U.S. 60/I-24 interchange.
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The Highway 305/1-24 interchange also experienced new development, including a 66 room
Ramada Suites, which opened in 1997, an 80 room Baymont Inn buiit in 1996, and a 42 unit Super
8 motel built in 1995, with some of these having since been reflagged. In addition, a 50 room Best
Western opened in 1998 at the [-24/Husbands Road interchange. There was no other construction
in this sector as these units were absorbed until the construction of a 60 room Country Inn at the |-
24 interchange with Highway 60 in 2003. A 108 room Hampton Inn and a 74 room Residence Inn
were constructed in 2007, with an 85 room Candlewood Suites built in 2008, an 82 room Fairfield
[nn & Suites opening in 2011, an 85 room Holiday Inn Express opening in 2013, a 77 rcom La
Quinta Inn opening in 2014, and a 87 room Homewood Suites opening in 2017. An older Thrifty
Inn was razed in 2018 and is to be redeveloped with a new facility and an 80 room Comfort Suitas
is to be completed in 20189 at the interchange.

After considerable construction in the late 1990's, the Paducah lodging sector had remained stable
for several years, until the new development in the late 2000’s and eary 2010’s. The nationwide
gconomic weakness in the late 2000's, resulted in a moderation in the historically high occupancy
rates of the existing facilities at the interchanges. This was somewhat offset by the removal of the
Executive Inn from the supply, however. Some improvement has continued in the market in the
mid 2010's, but any further development in the near term could have adverse effects on the market.

Residential Sector: The local residential market was relatively active in the suburban areas and
the "West End" of Paducah throughout most of the 2000's before moderating somewhat in the late
2000’s and early 2010's. The rest of the city has experienced stable or decreasing property values
for several years, as residents move to the suburbs, which offer similar amenities with lower taxes.
Development of new residential subdivisions had been relatively active during most of the 2000’s,
with the most active developments near the West End and in the Lone Oak suburb, as well as
smaller new developments in the Concord and Reidland suburban areas. The market was
strengthened by low interest rates throughout most of the 2000's, and the local housing market
remained reascnably strong, although it slowed somewhat in the late 2000’s due to the nationwide
recession that extended from 2007 until June 2009. The recovery of the national economy was
relatively weak throughout most of the 2010's, resulting in only moderate improvement in the
residential sector during this period.

There was considerabie development in the Lone Oak and Concord areas throughout most of the
2000's, with development on a smaller scale in Reidland and the rural areas of Heath. While most
residential development has been in the suburban areas, there was some infill development in the
older, but active, West End area of Paducah. The former Westwood Country Club was closad in
2006 for redevelopment into a residential subdivision. In addition, a new subdivision was proposed
on Buckner Lane at |-24, with these representing the last sizable tracts in the West End area. The
Westwood development experienced financial difficulties before new ownership in 2010, while the
Buckner Lane project was cancelled due to local opposition. This area has nevertheless remains
a viable residential area over time, despite the trend of the population relocating to the suburbs.
There were some smaller projects but there had been no major developments in the community in
the 2010’s until the announcement that The Paddock at The Oaks Subdivision would open in the
Lone Oak area as well as two subdivisions located along Holt Road, in 2019.

Interest rates have remained relatively low, helping offset the weak recovery in the national
economy, with decreases in rates in 2011 and 2012. While the long term trend is for increases,
interest rates are projected to remain relatively low in the foreseeable future. The Paducah market
has not typically experienced the wide swings in residential property values of many larger markets.
The potential for deterioration in the residential sector due to the closing of the Paducah Gaseous
Diffusion Plant and the loss of numerous high paying jebs, has not been a significant issue due to
the employment for the cleanup but the final impact of the plant closing cannot yet be determined.
In addition to the impact of the USEC closing, the risk associated with the state of the national
economy, as well as any long term increases in interest rates are noted. As a result, there is little
potential for any dramatic improvement in the single-family residential sector in the near term. This
sector is likely to remain reasonably stable, with the risk of deterioration noted.
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Multi-family Residential Sector: Vacancy rates have historically remained moderate for modern,
well-located apartments, aithough the rental rates remained relatively flat. There was new
development in the apartment market during the mid 2000's, with this including several smaller
properties containing 30 units or less, many of which were in the Lone Oak area. This new
development resulted in some moderation in the occupancy rates, but occupancy levels remained
relatively strong throughout the 2000's and into the early 2010’s.

New units added in the late 2000's included a 42 unit rent restricted complex was developed in the
Concord area in 2008, with a 76 unit market rent complex developed in 2008-2009 and a 51 market
rent complex developed in 2008-2010, each in the Lone Qak area. In addition, a 40 unit expansion
of the Quail Run apartment complex, which was originally developed in the mid 1980's, was
completed in 2006. New construction within the Paducah residential rental market has historically
occurred at a moderate rate, which allowed the new units to be absorbed with no significant
increases in overall market vacancy rates. There was significant new construction during the mid
and late 2010’s, however.

The first project is a complex located off Hinkleville Road at County Park Read, which began in
2012, ltis to include 192 units upon completion of the final units in 2018. Another project is a 96
unit complex behind the mall, with this project beginning in 2015 and completed in 2017. In
addition, a 24 unit property was developed con Olivet Church Road in 2014-2015. There are also
27 units that were constructed in 2015 near the intersection of Blandville Road and North Friendship
Road. Ancther project is a 72 unit complex that was completed in 2017 on Stanley Road, with this
property including land for additional expansion. A 72 unit complex is currently being developed
on Hansen Road, beginning in 2015, with completion in 2018. Finally, a 240 unit complex has been
developed in the Strawberry Hill subdivision, with construction having begun in 2015 and been
completed in 2017.

This is a total of over 700 units either under construction or completed between 2014 and 2018,
with this representing an increase of over 30% in the supply of apartment units in the community.
The rate of development within this sector has historically included a moderate number of new
units, and the sector had remained reasonably strong. This increase in the number of units is likely
to result in increased vacancies, however and it is doubtful that the market can support any
additional significant increase in the supply of units cr in rental rates in the near term.

Developments & Trends: Positive trends in the commercial sector throughout the 2000's included
considerable commercial development near Kentucky Oaks Mall and some new construction along
Lone Oak Road. Some new construction is possible, but at a mere moderate rate, particularly until
the impact of the Paducah Gaseous Diffusion Plant ¢losing has been fully absorbed. No significant
growth is projected in the other areas, except for sporadic development. The industrial sector has
historically been relatively stable with the periodic construction of the small industrial buildings
continuing. There have been no major new industrial facilities developed in over 30 years, with
none projected in the near term, although the new industrial park has improved the outlock for this
sector slightly. The long term future of the USEC plant will likely impact the industrial sector to
some degree, although it has histerically had limited impact on the balance of the industrial market.
The Paducah Commerce Park should continue to be an asset to the local economy in the iong
term, despite its slow absorption. The office sector benefitted from the announcement that
TeleTech Holdings, Inc. would occupy an underutilized building in the CBD in 2015, as well as
constructing the new building in the Paducah Commerce Park in 2014, with a total of 550
employees. This sector should otherwise remain stable, despite the vacancy risk associated with
the renovation to the older buildings and the new construction in the 2000’s and has continued into
the 2010's. A vacancy rate risk is present in this market, particularly for larger users, but it is not
excessive for the averall office market.

Interest rates remained relatively low throughout the early 2010's, with rates decreasing in 2011
and 2012 due to continuing economic weakness from the recession in the late 2000's. While the
long term trend is for increases, interest rates remain relatively low in the near term.
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The quality and layout of existing properties suffers from the historical haphazard development of
the neighborhood, but recent development has been more orderly, and future development will
come under the oversight of Planning and Zoning Agencies. The neighborhood showed strong
commercial growth throughout the 1970's, but the opening of Kentucky Oaks Mall on the west side
of the city in 1982 had a significant negative effect. The opening of the Downtown Access Road
and growth of the Paducah Riverport resulted in additional development of the Industrial Park and
Yeiser Street areas and reduced traffic congestion along Irvin Cobb Drive in the 1980's. A positive
trend for the area was the construction of the John Puryear Highway in 1998, which provides direct
access from I-24 to the Downtown Access Loop. This helped increase the commercial traffic
through the area somewhat, although this remains primarily an industrial artery. In addition, the
neighborhood represents the nearest commercial area to the Reidland and Farley suburbs as well
as the south and east sides of the City of Paducah.

Paducah Towne Center, containing 318,110+ square feet, was constructed on the site of the former
Paducah Mall in 1996. Maost of the former mall was razed for development of the center, although
approximately 80,000 square feet was retained for satellite retail space. The facility includes the
Wal-Mart store containing approximately 190,000 square feet, a 36,093 square foot space occupied
by Trees and Trends, 26,875+ square feet leased to Big Lots, and a free standing 11,6081 square
foot Dollar General Store, as well as 51,534+ square feet of satellite retail space. This project
generated considerable interest in the neighborhood, including several site purchases for new
deveiopment and speculation, This development did not cause any significant shift in the overall
Paducah market, but it improved the commercial market in the Southside during the late 1990's.

After the developments in the mid to late 1990’s, new construction slowed during the early 2000's,
before projects in 2004 and 2005. These include a 10,000 square foot multi-tenant building located
across from the Wal-Mart that opened in 2004, and a Walgreen's that was completed in 2005 at
the corner of Irvin Cobb Drive and the Downtown Loop, with a strip center to eventuaily be
developed adjacent to the Walgreen's, Furthermore, an 111,196+ square foot Lowe’s store was
constructed across the street from the Wal-Mart in 2007. Other construction includes a Waffle Hut
restaurant developed in 2006, a gas station built in 2011, and a Dairy Queen Restaurant completed
in 2017. A branch bank building is proposed adjacent to the Waffle Hut, but construction has yet
to begin.

The residential sector has been static for several years. The only new development has been
sporadic construction in the nearby Farley community. The Evelyn Manor subdivision, which
opened in the mid 1990’s, is the only remotely recent significant residential development, and there
is only scattered residential construction in other areas. No change is projected for this sector in
the foreseeable future.

There are several industrial properties throughout the neighberhood. There are several properties
that were developed in the 1960's and 1970's, which are located between Irvin Cobb Drive and the
Downtown Loop, as well as a few other smaller industrial properties scattered throughout the area,
The most recent industrial development influencing the neighborhood is in the Littleville area, which
is on the periphery of the Southside market. Local developers purchased a 33t acre parcel and
developed an industrial park, opening in 1997. There were four facilities that opened in the park in
the late 1990’s, with one building built in 2001, and one in 2003. Additional long term industrial
development is probable for this area. Although the park lacks nearby interstate access, it has rail
service and sufficient highway access for local distribution. Based on this development, as well as
the recent construction along the Downtown Loop, the industrial sector should remain stable.

Projected trends for real estate in the neighborhood indicate (1) Continued growth in development
and property values for properties oriented toward the Downtawn Access Road and Industrial Park,
(2) Continued growth alang Irvin Gobb Drive around the Wal-Mart which is of a higher quality than
in the past, and (3) Sporadic growth of a more haphazard nature along Clark's River Road.
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PROPERTY IDENTIFICATION AND DATA
Site Data

The subject property is a generally rectangular shaped parcel bounded by Irvin Cobb Drive, Bethel
Street, Powell Street and Tully Street, which is improved with three buildings that have historically
been utilized as an institutional facility. It contains approximately 752,900 square feet, or 17.28+
acres, The legal description of the subject property is included in the rear of this report due to its
length. Itis recordedin Deed Book 503, page 114. This legal description is for purposes of property
identification only and no warranty for its accuracy is made or implied. The subject site is generally
rectangular in shape, with dimensions of 1,037.88'x728.25'x1,030.0'’x728.18', as shown on the
aerial photograph included on page 24 of this report.

As noted above, the subject is bounded by Irvin Cobb Drive, Bethel Street, Powell Street and Tully
Street, with access being available to all four arteries. Irvin Cobb Drive is a four lane, two way
artery that is part of the Beltline Highway, as well as being part of U.S. Highways 60 and 62 It was
historically an active commercial artery within the Paducah market, although it has not been a
primary commercial artery for many years. It remains a relatively heavily traveled artery, although
the subject is located west of the current commercial core of the Southside. The other three streets
are secondary two lane arteries that are generally industrial in character. This provides adequate
access in relation to most competing properties.

The site has generally level topography, with nc drainage problems noted. Based on information
shown on National Flood Insurance Program Map 211450162F, dated November 2, 2011,
published by the Federal Emergency Management Agency (FEMA), the subject appears to be
located in an area with a "moderate flood risk” on this map, with a copy of the applicable portion of
this map having been reproduced on page 25 of this report, but the map notes that “This area is
shown as being protected from the 1 percent annual chance or greater flood hazard by a levee
system. Overtopping or failure of any levee system is possible.” There is a note to refer to the
“Accredited Levee Note” in “Notes to Users”.

Electricity, natural gas, public water and sewers are all reportedly available to the site. Off-site
improvements include electric streetlights, concrete sidewalks, curbs and gutters, as well as the
asphalt paved roadways. No rail service is available to the site. Other than utility easements, no
apparent adverse easements or encroachments were observed at the time of inspection. As will
be more fully discussed later in this report, the property is subject to M-1, Light Industrial zoning
restrictions.

In summary, the site has reasonably good utility in relation to the surrounding properties, with no
significant adverse factors noted.

Environmental Disclaimer

Unless otherwise stated in this report, the existence of hazardous material, which may or may not
be present on the property, was not observed by the appraiser. The appraiser has no knowledge
of the existence of such materials on or in the property. The appraiser, however, is not qualified to
detect such substances.

The property appears to include fuel service facilities. The appraiser has not made a soil test or
test of underground water. Identifying the site and soli contaminants or environmental issues is
beyond the scope of this appraisal and the appraiser's qualifications. Unless otherwise stated in
this report, this appraisal is based on the assumption that the site and property are uncontaminated
and unaffected by environmentally hazardous materials or substances. No responsibility is
assumed by the appraiser for contamination issues and no warranties are implied by this opinion
of value. No consideration of existing or proposed regulations of the Environmental Protection
Agency (EPA), nor any other government agency, has been made by the appraiser.
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No statement of the subject property’'s compliance or noncompliance with the regulations or
requirements of any government agency has been made by, or implied by, the appraiser. The
client is advised to obtain the services of qualified environmental services contractors.

The presence of substances such as asbestos, urea-formaldehyde foam insulation, radon gas,
leaking underground storage tanks (LUST's), or other potentially hazardous materials may affect
the value of the property. The 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. No responsibility is assumed for
any such conditions, or for any expertise or engineering knowledge required to discover them. The
client is urged to retain an expert in this field, if desired.

Zoning

As previously discussed, the subject property is subject to M-1, Light Industrial zoning restrictions,
based on information available to the appraiser. This classification is to provide an area for high
intensity commercial activity and light industrial uses. Permitted uses include single-family
dwellings, multi-family dwellings, assisted living facilities, nursing homes, tourist homes,
professional office buildings, retail uses, restaurants, personal and convenience services
establishments, shoe store and repair shops, tailor shops, theaters, bed and breakfasts, hotels and
motels, funeral homes, commercial greenhouses, assembly buildings, home occupations,
wholesale establishments, automotive sales and repair, laundry and dry cleaning establishments,
cemeteries, warehouses and storage buildings, public and commercial sewage disposal plants,
and any industrial, manufacturing, fabrication or processing use which does not emit objectionable
noise, smoke, odor or dust beyond the confines of its property, as well as parks, playgrounds, and
community centers which are owned by governmental agencies. Conditionally permitted uses
include other industrial uses, heliports, and animal hospitals or kennels located not closer than 300
feet to a residential zoned area.

The minimum front yard for an industrial property with a plant floor of 10,000 square feet or less is
25 feet, or 50 feet for highway strip uses, while the minimum side yard is 10 feet. If the plant floor
is over 10,000 square feet, the minimum front yard is 50 feet, with a minimum side yard of 25 feet.
There is no minimum rear yard, except where abutted by a residential zone, where the minimum
rear yard is 25 feet. If the plant floor area is in excess of 4,000 square feet, a minimum lot area of
15,000 square feet and a minimum lot width of 75 feet is required. If the plant floor area is under
4,000 square feet, a minimum lot area of 7,500 square feet and a minimum lot width of 60 feet is
required. Under this classification, the principal structures can cover no mere than 50% of the
gross lot area in all instances, while the total of all structures can cover no more than 70% of the
gross lot area. There are no other minimum lot areas, yard requirements, or building height
requirements.

The present improvements appear to be allowable under these restrictions. According to
information available to the appraiser, the property is subject to no private restrictions, and it is
assumed that there are none.

Improvement Data

The subject improvements consist of three one story buildings that have historically been utilized
as an institutional facility, with the improvements containing a total area of approximately 39,600
square feet. The improvements include an office buildings, a service garage building, and a
warehouse building. The property includes a total finished area of 22,435+ square feet, or 57% of
the building area. The structures appear to have all been constructed in 1970, with periodic
upgrades an improvements, although no significant recent renovations. The subject is considered
to have an overall estimated effective age of 35 years, with an estimated remaining life of 15 years.
The individual buildings are discussed on the following pages.
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Building 1

The subject’s primary improvements consist of a one story office building containing approximately
17,445 square feet. This building includes numeraus private offices, as well as pool office space
and an open meeting room. The building is designed for single-tenant occupancy, with the floorplan
for this building included on page 26 of this report.

The foundation and floor structure is a concrete slab on concrete spread footings. The building
appears to be a masonry structure, with brick veneer exterior siding. It has a flat roof structure,
with a built-up asphalt external roof covering. There was no internal evidence .of roof failure
observed, although no roof access was provided. The HVAC system consists of a natural gas
fired, forced air heating system and central air conditioning. Electrical service is a conduit enclosed
system, which appears to be, and is assumed to be, adequate to serve the existing improvements.
Interior finish consists of carpet and composition tile floor coverings, drywall interior walls, and
acoustic tile ceilings.

No significant items of deferred maintenance were observed at the time of inspection. Overall
interior and exterior condition both appear to be average for this type property of this age, although
this is a relative term, with the interior being somewhat dated and approaching the need for
remodeling and renovation. It is assumed that there are not structural defects hidden by floor or
wall coverings or any other hidden or unapparent conditions of the property; that all mechanical
equipment is in good working condition, and that all electrical components and the roofing are in
average or good condition. Functional utility is average in relation to competing properties,
howaver, the limited number of potential users of an office building of this size, particularly in this
secondary location, must be recognized.

Building 2

The subject improvements also include a one story building that is of an industrial design, which is
utilized as a service garage. This building contains approximately 11,335 square feet, with 3,750+
square feet of finished space, or 33% of the building area, while the remaining 7,585+ square feet
is garage space. The floorplan for this building is included on page 27 of this report.

The foundation and floor structure is a concrete slab on concrete spread footings. The building
appears to be a masonry structure, with brick veneer exterior siding. It has a flat roof structure,
with a built-up asphalt external roof covering. There was no intemal evidence of roof failure
observed, although no roof access was provided. The HVAC system consists of a natural gas
fired, forced air heating system and central air conditioning. Electrical service is a conduit enclosed
system, which appears to be, and is assumed to be, adequate 1o serve the existing improvements.
interior finish in the finished space consists of composition tile floor coverings, concrete block
interior wails, and acoustic tile ceilings. Special features of the building include 18 10'x14’ drive-in
overhead doors.

No significant items of deferred maintenance were observed at the time of inspection, Overall
interior and exterior condition both appear to be average for this type property of this age, although
the finished space is somewhat dated. It is assumed that there are not structural defects hidden
by floor or wall coverings or any other hidden or unapparent conditions of the property; that all
mechanical equipment is in good working condition, and that all electrical components and the
roofing are in average or good condition. Functional utility is average in relation to competing
properties, as part of the overall facility, and the building would have reasonably good utility for the
intended use as a freestanding building, however, there are a limited number of potential users for
this building in conjunction with the primary improvements.

Building 3

The final structure is a one story building that is of an industrial design, which is utilized as a
warehouse. This building contains approximately 10,820 square feet, with 1,240+ square feet of
finished space, or 11% of the building area, while the remaining 9,580+ square feet is garage space.
The floorplan for this building is included on page 28 of this report.
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The foundation and floor structure is a concrete slab on concrete spread footings. The building
appears to be a masonry structure, with brick veneer exterior siding. It has a flat roof structure,
with a built-up asphalt extemal rocf covering. There was no internal evidence of roof failure
observed, althcugh no roof access was provided. The HVAC system consists of a natural gas
fired, forced air heating system and central air conditioning. Electrical service is a conduit enclosed
system, which appears to be, and is assumed to be, adequate to serve the existing improvements.
interior finish in the finished space consists of composition tile floor coverings, concrete block
interior walls, and acoustic tile ceilings. Special features of the building include a loading dock area
as well as an 8'x10' overhead door.

No significant items of deferred maintenance were observed at the time of inspection. Overall
interior and exterior condition both appear to be average for this type property of this age, although
the finished space is somewhat dated. It is assumed that there are not structural defects hidden
by floor or wall coverings or any other hidden or unapparent conditions of the property; that all
mechanical equipment is in good working condition, and that all electrical components and the
roofing are in average or good condition. Functional utility is average in relation to competing
properties, as part of the overall facility, and the building would have reascnably good utility for the
intended use as a freestanding building, however, there are a limited number of potential users for
this building in conjunction with the primary improvements.

Site Improvements

The subject site includes approximately 75,000 (R) square feet of asphalt paving used for
driveways and parking, as well as considerable gravel parking area and metal fencing around much
of the perimeter. The site improvements appear to be in average condition for a property of this
age and they appear adequate to serve the existing improvements. It is noted that there appear to
be fuel service facilities on the site, but these are considered to be personal property and are not
included in this appraisal.

Furniture, Fixtures & Equipment (FF&E)

This appraisal reflects no value for any furniture, fixtures and equipment, or any other personal
property.
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HIGHEST AND BEST USE

Highest and best use is defined as the reasonably probable use of property that results in the
highest value. The four criteria that the highest and best use must meet are legal permissibility,
physically possibility, financial feasibility, and maximum productivity.

Appraisal Institute. The Dictionary of Real Estale Appraisal. 6th ed. (Chicago: Appraisal Institute,
20185), 109,

The highest and best use must meet the following four criteria in this analysis: (1) Legally
Permissible, (2) Physically Possible, (3) Financially Feasible, and (4) Maximally Productive.
Highest and best use conclusions are developed for both the site as if vacant and available for
development and the property as improved. The present use of the subject property is an
institutional use, with the improvements including an office and two buildings that are industrial in
character.

Highest and Best Use of Site If Vacant
Legal Possibilities

The site is subject to M-1, Light Industrial zoning restrictions, as previously discussed. This
classification permits a wide range of residential, commercial and light industrial uses. According
to information available to the appraiser, the property is subject to no private restrictions, and it is
assumed that there are none.

Physical Possibilities

The subject site is bounded by Irvin Cobb Drive, Bethel Street, Powell Street and Tully Street,
providing relatively good access to the property, although it is recognized that it is beyond most of
the more recent commercial developments. This site has generally level topography and it contains
approximately 17.28 acres, and the only physical restrictions are upon the size of any possible
development. Only an agricultural use may be eliminated due to the size of the fract.

Financial Feasibility

Construction of a residential property would result in an underutilization of the property's location
on an artery with commercial and industrial uses, which would introduce the presence of functional
obsclescence. In addition, a new residence would suffer from external obsolescence due to the
proximity to non-residential uses. Recognizing these factors, residential development is not
considered feasible for the site, if vacant.

The surrounding area includes numerous commercial enterprises with Irvin Cobb Drive containing
a variety of commercial properties. The vacancies are higher than ideal, although they have not
been excessive in relation to competing locations. Some sporadic new commercial development
has continued in the area over the last several years. The Southside has remained a secondary
commercial area for many years, however. Furthermore, the subject is located west the most
recent commercial development. There would appear to be some demand for new commercial
properties in the area, however the subject's size becomes a significant factor, particularly
considering the peripheral location. It would be extremely difficult to support a commercial
development of this size on the Southside, particularly considering the location beyond most of the
more recent commercial construction. There is nothing to suggest any significant change in the
overall commercial sector in the foreseeable future. Recognizing the peripheral location of the
subject, as well as the relative site of the site, commercial development does not appear to
represent a feasible use for the site, if vacant.
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The overall McCracken County industrial market has remained stable in relation to other markets
of this size in the region. There has been some sporadic new development of smaller properties,
and vacancies have been relatively moderate. Most industrial properties are developed on tracts
with reasonably good street access, although not on high unit value land in commercial areas.
While Irvin Cobb Drive includes numerous commercial properties, the immediate area around the
subject is primarily industrial in character. Industrial development is therefore considered a feasible
use for the site.

Maximum Productivity

In the absence of other feasible uses, industrial development is considered to be most productive
for the subject property, if vacant.

Ideal Improvement

Having determined the highest and best use to be industrial development, an ideal improvement
must be considered. The type of industrial property constructed should be a general purpose, shell
building in order to minimize vacancies. The most popular building has a steel frame with metal
walls and is adaptable for a variety of uses with minimal alterations.

Highest and Best Use of Property as Improved
Legal Possibilities

As mentioned in the discussion of a highest and best use of the site, the property is subject to M-
1, Light Industrial zoning restrictions. The presentimprovements appear to be allowed under these
restrictions. According to information available to the appraiser, the property is subject to no private
restrictions, and it is assumed that there are none.

Physical Possibilities

The subject's present improvements restrict its range of possible uses. It was designed for an
institutional use, with the improvements including an office building as well as two builtings that
are industrial in character. The current user is not a typical market participant, however, with an
almost non-existent market in the private sector that could utilize the existing improvements fully.
The individual buildings have little adaptability for other uses other than the uses for which they
were individually designed.

Financial Feasibility

As noted above, the subject’s current improvements are of an atypical design, and are inconsistent
with the concluded highest and best use of the site, if vacant. As previously discussed, the
concluded highest and best use of the site, if vacant, was for industrial development. There are no
known changes in the market that would cause this use to ro longer be feasible. As previously
discussed, vacancies have remained moderate, and some new development has continued within
this sector.

The subject improvements include two structures that are industrial in character, although the
subject includes a very higher ratio of finished space due to the presence of Building 1, with 57%
of the space being finished. There are very few potential users that are primarily industrial in
character that would require this ratio of finished space. This becomes more significant due to the
fact that Buildings 2 and 3 are of significantly different industrial designs, with one being a service
garage and cne being a warehouse. |t is not inconceivable that a potential user that is industrial in
character would be able to utilize a facility with this level of finished space, although it would be a
very specialized market. As a result, industrial usage is considered to be a feasible, but very limited,
use for the property, as improved,
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The only other patential use for the subject property, as improved, is for an office use, Building 1
is relatively well designed for this use, althaugh the limited demand is once again a factor, with few
potential users for a 17,445 square foot single-tenant office being presence in the local market,
particularly considering the secondary location. It is noted that the adjacent property is a 15,978
square foot office building that was recently renovated for use as a bank. This would suggest some
level of demand, as would the presence of periodic sales of similar sized office buildings in the
market over the last several years. The limited number of transactions and the long marketing
times of large single-tenant office buildings in the local market are noted, however. Itis recognized
that a user of Building 1 would be expected to gain relatively little utility from Buildings 2 and 3, but
this is not considered to result in an office use not being a feasible use for the subject property, as
improved.

A final potential use considered is razing the current improvements for redevelopment. In order for
this to be a feasible use, the value of the site would need to exceed the value of the property as
improved, after the cost of impravement demolition. Based on information obtained from Marshail
Valuation Service, as well as other demolition expenses, a rate of $5.00 per square foot of building
area is estimated for improvement demolition expenses, implying a cost of $200,000 (R), or
$11,600 (R) per acre. Dividing the_ estimated value of the property based on the sales
utilized in the development of the sales comparisoen approach equates {R) per acre,
After reflecting the estimated demolition cost, the value of the subject site would need to exceed
$46,300 (R) per acre in order for redevelopment ta be feasible. The following sales are considered
as a test of the feasibility of redevelopment.

Subject Sale #1 Sale # 2 Sale #3 Sale #4
, | 7120 Benton | weyne | SHester Hack aghe coteman
Address 2900 Irvin Cobb Drive Rony Su“mz © o | Drive & State oo
Street

Sale Price NA $212.000 | $360,500 | $154.000 $300.750
Date of Sale NA 9/28/2018 | 11282016 | 42112016 | 81222014
Land Acres 17.284 14.790 7.415 9.914 10.930
Price / Acre NA $14,334 48,617 $15,534 $27 516

Sale 1 is considered to have similar access to the subject and is within the same size range, while
Sale 2 and 4 have superior access and visibility to the subject and Sale 3 has inferior access and
visibility in refation to the subject. The smaller size of Sales 2 and 3 is noted as well, potentially
causing distortions in the unit rates. While the unit rate of Sale 2 slightly exceeds the $46,300 (R)
per acre unit rate, the superior access and visibility of the sale would be expected to suggest a
lower unit rate far the subject site. Recognizing the relative land values for industrial tracts in the
local market, as well as the potential value of the property, as improved, the unit site values are
considered insufficient to support redevelopment.

Maximum Productivity

There is a very limited market for either of the subject’s two potential uses, although the extremely
limited number of potential users that are industrial in character are noted. This would suggest that
this is not the most productive use for the praperty, as improved. This is further supported by the
data research in the preparation of this appraisal. Despite a very wide geographic search over
several years, no sales of similar properties purchased for this use could be located in the region
in the last five years. A few sales of similar sized offices buildings were located, however,
demonstrating some level of demand for this type of use. Recognizing these factors, a continued
office use is considered to be most productive for the subject property.

Highest and Best Use of Site If Vacant: Industrial Development.

Highest and Best Use of Property As Improved: Office.
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COST APPROACH OMISSION

The cost approach is defined as a set of procedures through which a value indication is derived for
the fee simple estate by estimating the current cost to construct a reproduction of (or replacement
for) the existing structure, including an entrepreneurial incentive or profit; deducting depreciation
from the total cost; and adding the estimated land value. Adjustments may then be made to the
indicated value of the fee simple estate in the subject property to reflect the value of the property
interast being appraised.

Appraisal Institute. The Dictionary of Real Estale Appraisal. 6th ed. (Chicago: Appraisal Institute,
2015), 54,

The cost approach is limited as a value indicator by the difficulty in measuring accrued depreciation
as properties age. This is a significant factor in this instance due to the age of the improvements,
with considerable potential for improper estimation of the accrued deprecation, which could result
in a misleading value estimate. As a result, the cost approach has therefore been omitted from the
valuation process in this instance. The development of the cost approach might potentially result
in a different value estimate than that developed in this appraisal, but the development of the
approach is not considered to represent a necessity for the development of a reliable appraisal and
the omission of the approach is not considered to result in a misleading value estimate.

INCOME CAPITALIZATION APPROACH OMISSION

The income capitalization approach is defined as specific appraisal techniques applied to develop
a value indication for a property based on its earning capability and calculated by the capitalization
of property income.

Appraisal Institute. The Dictionary of Real Estate Appraisal. 6th ed. (Chicago: Appraisal Institute,
2018), 115.

The income capitalization approach is often the primary decision making tool for investment
decisions involving income producing property. The income capitalization approach would
therefore typically be considered in the valuation process. In this instance, the subject is owner
occupied, with no historical income and expense data attributable to the subject property. There is
a very limited rental market for this type property in the area from which to develop the approach,
and rental data involving highly comparable properties is limited. A greater weakness influencing
the approach in this instance is due to the thought process of the market. This type property is
typically purchased for owner occupancy rather than based on its rental income stream. The
income capitalization approach has therefore been omitted from the valuation process in this
instance. The development of the income capitalization approach might potentially result in a
different value estimate than that developed in this appraisal, but the development of the approach
is not considered to represent a necessity for the development of a reliable appraisal and the
omission of the approach is not considered to result in a misleading value estimate.
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SALES COMPARISON APPROACH

The sales comparison approach is considered as a value indicator in this appraisal. It is defined
as the process of deriving a value indication for the subject property by comparing sales of similar
properties to the property being appraised, identifying appropriate units of comparison, and making
adjustments to the sale prices (or unit prices, as appropriate) of the comparable properties based
on relevant, market-derived elements of comparison. The sales comparison approach may be
used to value improved properties, vacant land, or land being considered as though vacant when
an adequate supply of comparable sales is available.

Appraisal Institute. The Dictionary of Real Esfate Appraisal. 6th ed. (Chicago: Appraisal Institute,
2015), 207.

The appropriate unit of comparison for praperties of this type is a direct comparison based on the
Sale Price Per Square Foot. Due to the concluded highest and best use of the properfy, this unit
rate is applied to the 17,445+ square feet in Building 1, with any potential contributior from Buildings
2 and 3 reflected in the adjustment process. This appraisal considers the following sales as value
indicators:

Snle #1 Sale #73 Sale #4

Addrass 2800 Irvin Cobb Drive]| 1301 Broadway | 2550 Irvin Cobb Drive | 230-234 Frederica |1001 Frederica Street
Streat

City Paducah Paducah Paducah Cw enshara Ow ensboro
Sale Price Mia, $550,000 $1,000,000 £2,200,000 $475,000
Date of Sale NA 7132018 12/8/2019 S1/2016 THi2015
SF af GEA 17 445 20,192 16,878 69,376 13,888
Price/SF of GBA N, §27.24 62,59 $32.23 $33.95

Due to the limited number of comparable properties of this type in the local market, a regional
search has been utilized in the development of the sales comparison approach. These sales are
all taken from reasonably comparable locations to that of the subject within the communities,
despite the lack of proximity, with no significant locational differences. The relative location of the
subject and the sales is shown on the location map on the following page.
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ADJUSTMENT GRID
Snbect Sale =1 @ Sale £4

Address 2900 Irvin Cobb Drive 1301 Broadw ay | 2550 vin Cobb Drive 230-2354er:dsnca 1009 Frederica Streat
Caty Paducah Peducah Paducah Crw enshars O anabora
Sale Price i, $550,000 $1,000,000 $2,200,000 $475,000
Gross Building SF 17,445 20,182 15,878 B8 376 13,988
Unadjusted Price/SF NA §27.24 $62.50 §32.23 $33.85
Property Rights Convayed Sirnilar Sirrilar Similar Similar
Adjusiment $0.00 $0.00 $0.00 $0.00
Firancing Cash Equiv. Cash Equiv. Cash Equiv. Cash Eqguiv,
Adjustment $0.00 $0.00 $0.00 $0.00
Condilions of Sale Similar Similar Similar Similar
Adjustment F0.00 30 0a §0aa §0.00
Expendituras After Purchase Similar Similar Similar Sirnilar
Adjustment 50.00 $0.00 $0.00 $0.00
Market Conditions (Tima) WA Juk13 Dec-15 May-16 Jui-15
Adjustment $0.00 $0.00 $0.00 $0.00
Currant Cash Equivalent Price/SF $27.24 $62.58 $32.23 $33.96
Location Sirmdar Sirnilar Similar Similar
Adjustment 0,00 $0.00 $0.00 $0.00
Site Contribution Similar Simikar Similar Similar
Adjustment $0.00 $0.00 $0.00 $0.00
Improvement Quallty Sinilar Similar Sirmilar Similar
Adjustment $0.00 %000 $0.00 $0.00
Improvement Size Inferior ferior Inferior Iferior
A djustment $7.00 §700 $7.00 £7.00
Other iImpravemants Sirrllar Similar Similar Similar
Adjustment $0.00 F0.00 $0.00 $0.00
Improvemant Age/Condition Similar Superior Similar Similar
Adjustment §0.00 -835.00 $0.00 $0.00
Site impravamants Similar Similar Sirmilar Similar
Adjusiment $0.00 $0.00 $0.00 $0.00
FF&E Similar Similar Sirmilar Similar
Adjustrment $0.00 $£0.00 $0.00 $0.,00
jAd)ueted PricalSF $34.24 $34.59 $30.23 $40.95

ANALYSIS AND RECONCILIATION
Property Rights Conveyed

All of the sales involved similar properties with respect to property rights conveyed and no
adjustments are warranted.

Financing

All sales involved cash sales or conventional financing, and they require no adjustments for
financing.

Conditions of Sale
All sales considered in this appraisal are considered arm's-length transactions. The properties

were all exposed to the market for sufficient periods, none of the parties acted under duress and
none of the sales involved condemnation proceedings.
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Expenditures Made Immediately After Purchase

None of the sales required any significant expenditure by the grantee immediately after the
purchase, and the sales need no adjustments for this item,

Market Conditions {Time)

Other than the first sale, all of the sales are all over one year old and they potentially require
adjustments for changes in market conditions since the sale dates. The market for properties of
this type has generally been relatively stable due to the limited number of market participants. The
potential adjustment is based on an analysis of the following sales.

Property Sale Price 1 Date 1 DB/Page SalePrice 2Date2 DB/Page Change
1211 Norlh 12" Street, Murray, KY $285000 &2016 1,088/533 $305,000 8/2018 MLS#83284 3.0%
5025 Blandville Road, Paducah, KY  $850,000  &/2014 1,278/208 $480,000 5/2018 1,365/338 -7.5%
6321 Kentucky Dam Rd., Paducah, KY $199,000  7/2013 1,259/481 205,000 5/2018 1,366/404 0.6%
701-711 Jefferson St., Paducah, KY  $375000  &2015 1,306/761 $440,000 8/2018 1,372/1789 5.5%
750 Sinking Creek Road, London, KY $1,669,000 6/2016 722/178  §1,550,000 11/2018 748/391 -3.0%
1300 West Main Street, Salem, IL $105,000  5/2015 2015/3387 $110,000 5/2018 2018/2483 1.6%

The first sale is an older retail building located along the primary commercial artery in Murray,
Kentucky, with this sale suggesting some appreciation in the market. The next sale is a vacant
tract in Paducah, Kentucky that was purchased for office use but not developed, and rescld for
another office user, with a significant decrease between these sales. The third sale is a vacant
commercial tract in Paducah, Kentucky, with this sale indicating a minimal appreciation rate. The
fourth sale is an older multi-tenant office building in Paducah, Kentucky, which suggests some
appreciation. The fifth sale is a distribution warehouse in London, Kentucky that was leased to
FedEx, with this sale indicating some deterioration in the market. The final sale is a former gas
station located in Salem, lllinois that was purchased for redevelopment, with this property
suggesting a minimal rate of price appreciation.

In addition to these sales, overall trends in the market are noted. Property values over the last
several years have been heavily impacted by the low interest rate environment, improving the
affordability of real estate and enhancing the value for maost properties in relation to the income
producing potential of the property. The current trend is for increases in interest rates in the debt
market, but rates have thus far remained relatively low. The increases in rates do not yet appear
to have had a dramatic impact on property values, but should interest rates increase significantly,
it could potentially cause a decrease in property values. These sales would suggest that the overall
market for non-residential properties in markets of this size in the region has experienced minor
price appreciation over the last few years, but has generally remained reasonably stable.
Recognizing these factors, and in the absence of any indication that increasing interest rates have
had a significant negative impact on the market, the sales require no adjustments for market
conditions, or time.

Location

Despite the lack of proximity of Sales 3 and 4, all of the sales are taken from reasonably similar
locations for this use and they need no location adjustments.

Site Contribution

The sales are compared to the subject on the basis of the price per square foot of building area,
and the site adjustment must be made on the same basis. The site values of the sales have been
calculated based on sales of comparable tracts in the surrounding neighborhood. The site value
is then divided by the building area of the sale in order to arrive at the contribution per square foot
of building area. The subject site is larger than that necessary to serve the improvements, however
it is considered to have very limited utility for additional development due to the inconsistency
between the highest and best use of the site and the improvements.
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The sales are all therefore considered to be located on tracts with reasonably similar contributions
and coverage ratios to that of the subject. Neither the subject nor the sales include significant
excess land, but all include sufficient support land to serve the improvements. As a result, the
sales require no adjustments for differences in site contribution.

Improvement Quality

The subject and the sales are of similar quality levels, and the sales need no adjustments for this
factor.

Improvement Size

While the sizes vary, all sales were reasonably comparable to the subject in size, when compared
on this basis, and they warrant no adjustments for improvement size. Furthermore, it is noted that
the subject is bracketed in size by the sales.

Other Improvements

As previously discussed, this approach is developed based on the subject’s building area in
Building 1 due to the contribution of Buildings 2 and 3. The sales must therefore all be adjusted
upward to reflect the contribution of these improvements. This is estimated based on the following
sales of older industrial properties.

No. Location Recorded Sale Date Sale Price Size Price/SF
5 263 Colony Drive DB 1316 P 199 2/2016 $65,000 7,379 5F $8.81/SF
6 1201 North Bt Street DB 1309 P 491 10/2015 $115,000 15,062 SF $7.64/SF

These are each older industrial properties in the Paducah market that include a mixture of office
space and industrial space. Furthermore, each has secondary access, which is considered to be
generally similar to that of Buildings 2 and 3 of the subject, which are located behind the office
building. This would imply a contribution of approximately $8.00 (R) per square foot. These
properties each sold individually, however, suggesting a slightly fower contribution for Buildings 2
and 3, which would be secondary structures. As a result, the unit rate is rounded downward to
$6.00 (R) per square foot and it is applied to the 22,155+ square foot combined area of Buildings
2 and 3, implying a contribution of $130,000 (R). Dividing this by the building area of Building 1
indicates an upward of $7.00 (R) per square foot to all of the sales.

Improvement Age/Condition

The subject and the sales are all modern, but older, buildings that have had periodic renovations.
Sales 1, 3, and 4 are all similar to the subject in that they did not need any structural repairs, they
had all reached the need for remodeling and renovation. These sales therefore require no
adjustments due to differences in the ages and conditions. Sale 2 was in superior condition in
relation to the subject, however, and it requires a downward condition adjustment. The adjustment
is guantified using a comparison to Sale 1, which was considered to effectively be in similar
condition to the subject. In the absence of any other significant differences, the $35.00 (R) per
square foot difference in the unit rates is attributed to this factor and Sale 2 is adjusted downward
based on this rate.

Site Improvements

The sales included comparable site improvements to the subject and no adjustments are
warranted.
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Furniture, Fixtures, and Equipment {FF&E)
The sales require no adjustments for furniture, fixtures and equipment.

After adjustments, the sales indicate a range in unit rates between the value extremes of $6.72 per
square foot, or 16.4%, While larger than ideal, this is not an unrealistic range for a property of this
type, for which there is a very limited market. Furthermore, the very limited number of potential
purchasers would suggest a unit rate nearer to the lower end of the range for the subject. In
addition, it is noted that the two sales at the lower end of the range have proximity to the subject.
Considering all factors, the estimated value of the subject based on the sales comparison approach

is

17,445 Square Feet @ Per Square Foot (R).
. .
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RECONCILIATION AND FINAL ESTIMATE OF VALUE

The cost approach is limited as a value indicator by the difficulty in measuring accrued depreciation
as properties age. This is a significant factor in this instance due to the age of the improvements,
with considerable potential for improper estimation of the accrued deprecation, which could result
in a misleading value estimate. As a result, the cost approach has therefore been omitted from the
valuation process in this instance. The development of the cost approach might potentially result
in a different value estimate than that developed in this appraisal, but the development of the
approach is not considered to represent a necessity for the development of a reliable appraisal and
the omission of the approach is not considered to result in a misleading value estimate.

The income capitalization approach is often the primary decision making tool for investment
decisions involving income producing property. The income capitalization approach would
therefore typically be considered in the valuation process. In this instance, the subject is owner
occupied, with no historical income and expense data attributable to the subject property. There is
a very limited rental market for this type property in the area from which to develop the approach,
and rental data involving highly comparable properties is limited. A greater weakness influencing
the approach in this instance is due to the thought process of the market. This type property is
typically purchased for owner occupancy rather than based on its rental income stream. The
income capitalization approach has therefore been omitted from the valuation process in this
instance. The development of the income capitalization approach might potentially result in a
different value estimate than that developed in this appraisal, but the development of the approach
is not considered to represent a necessity for the development of a reliable appraisal and the
omission of the approach is not considered to result in a misleading value estimate.

The sales comparison approach is a highly reliable indicator of value for real estate in the presence
of sufficient market data. It is limited in this instance by the absence of a large number of sales,
although reasonably good data was available on a regional basis. Considering all factors, it is the
appraiser's opinion that the market value of the subject property, as of February 20, 2019, was

Finally, it is noted that this value estimate reflects the estimated valus as of the effective
date of the appraisal. Property values over the last several years have been heavily
impacted by the low interest rate environment, improving the affordability of real estate and
enhancing the value for most properties in relation to the income producing potential of the
property. The current trend is for increases in interest rates in the debt market, but rates
have thus far remained relatively low. The increases in rates do not yet appear to have had
a dramatic impact on property values, however this may be attributabie to the relatively
illiquid market, with limited activity. It is not realistic to assume that increasing interest
rates will have no impact on the real estate market. The current moderate rate of increases
in rates is recognized, however the long term impact of rising interest rates cannot be
accurately projected. Furthermore, should interest rates increase significantly, it could
potentially cause a dramatic decrease in property values.
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IMPROVED SALE NO. 1

Property Identification & Sale Data

Address:

Sale Price:

Sale Price/SF GBA:

Sale Date:

Grantor:

Grantee:

Data Source/Verification:
Financing:

Tax ID Number:

Physical Data

Site Size:

Zoning:

Gross Building Area:
Basement:

Effective Age/Year Built:
Exterior Walls:

Building Condition:
Construction Quality/Class:
Heating/Air Conditioning:
Sale Analysis

Site Contribution:
Building Contribution:
Site Improvement Contribution:
Replacement Cost New:
Depreciation Rate:

1301 Broadway, Paducah, Kentucky 42001

$550,000

$27.24

07-13-2018

Susan K. Mueller and as Administratrix of the John W. Harris Estate
Murt Properties, LLC

DB 1369 P 697/MLS #96176/Sale Contract/Grantee

Cash equivalent

7-2-4-11

1.88 Acres or 81,720 SF

B-3, General Business

20,192 Square Feet

None

45 years 1972

Brick veneer

Below Average

Average/C - Masonry

Forced warm air/Central air conditioning

$250,000 ($3.06/SF)
$300,000 ($14.86/SF)
$0

$2,500,000

88%

Remarks: 1 story, class C office with brick veneer siding. Part of the building had raised flooring and
extra HVAC for computers. The building was designed for multi-tenant use, but had been
occupied by a single tenant for several years. It includes an interior hallway, with a gross
building area of 20,192 square feet and a rentable area of 19,230 square feet. The property
had previously been purchased at a voluntary auction for $467,500, on September 13, 2011,
as recorded in Deed Book 1,216, page 513, after having been listed for sale for $950,000
and then $899,000. After the purchase, the buyer changed plans and listed the property for
sale for $725,000 in 2013, eventually reducing the price to $625,000. The building had a
dated interior and was purchased in anticipation of leasing the property for $147 600 per
year, after spending $750,000 an renovations.









IMPROVED SALE NO. 4

Propenrty |dentification & Sale Data

Address: 1001 Frederica Street, Owensboro, Kentucky 42301
Sale Price: $475,000

Sale Price/SF GBA: $33.96

Sale Date: 07-01-2015

Grantor: Bryant Commercial Multiple, LLC

Grantee: Big River Rubber & Gasket, Inc.

Data Source/Verification: DB 951 P 611/Assessor/Deed Certification
Financing: Cash equivalent

Tax ID Number: 002-01-01-003-00-000

Physical Data

Site Size: 0.39 Acres or 17,010 SF

Zoning: B-4, General Business District

Gross Building Area: 13,986 Square Feet

Basement: None

Effective AgefYear Built: 40 years

Exterior Walls: Brick veneer and concrete

Building Condition: Average

Construction Quality/Class: Average/C - Masonry

Heating/Air Conditioning: Forced warm air/Central air conditioning
Sale Analysis

Site Contribution: 3$120,000 ($7.05/5F)

Building Contribution: 350,000 ($25.03/SF)

Site Improvement Contribution: $5,000

Replacement Cost New: $1,400,000

Depreciation Rate: 75%

Remarks: 3 story multi-tenant office building. The building had periodic upgrades. The property extends

along Frederica Street, between 10th Street and 11th Street. The property was used as a
multi-tenant building at the time of sale, with average rental rates of $8.00-39.00 per square
foot but was purchased by adjacent landowner for long term single-tenant use. Later Deed of
Carrection, Octaber 2015, as recorded in Deed Book 955, page 770.
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