|
;1

(FLORIDA CTTY |
1 :

& " - LYo
gy LT HALL s
r —

Welcome to Florida City

| SENTRY

‘i SELF STORAGE

1

1

"#$ % &' % ()*$& +"

2014: Sentry Self Storage Management Page -1-
Prepared for: Your Facility September 15, 2014



I ()

0

1/ $/(()
23 * 3%

3 %777 * 8
#3 ($ % 777 *D
3')Y %7 T*
$ ) /) %7 77 **
2' (1 $
("2, (29

7 17,4 - = - ...58EEh555
[ 1) (I ) %2%($
> 0?2 . 555
AA(2) ()
(2 * 3(/%
(/1) ({ 8
8 ,0) $3(
$ ())%2%($
, @ - e e,
) &&)" (W (<%
() )3%)3%
(() <A2B%%' ( $C
(()< 2

2014: Sentry Self Storage Management
Prepared for: Your Facility

5536

53335

.555

Page -2-
September 15, 2014



(2<) $(9
$(M& <(% ) ")$ </()

L)% ) %2%($
$7 7 2)B

) G.A ACO

)G %

I )< % ) %2%($
2 %% ) %2%$($

< 2
(0 *2
0)
I(%(2, ()% A (30" $08)0*8 O*
o e e e . 5 5D
)G
( %)
) e 55 Shp
E<%((/ ()%
4- - -4 -= -4
' IEREREEEE I‘_ll‘;..S.SD 1)
2014: Sentry Self Storage Management Page -3-

Prepared for: Your Facility September 15, 2014



Welcome to Florida City

2014: Sentry Self Storage Management Page -4-
Prepared for: Your Facility September 15, 2014



1 # 1

This report was prepared exclusively for Sentry Self-Storage Management’'s
client, Your Company , for a proposed project to develop raw land and construct
a state-of-the-art self-storage project, including, but not limited to traditional self-
storage, both air conditioned and non-air conditioned storage units, as well as
rentable retail space. The services requested were for an investment analysis for
the property located at Sample Address in Florida City, Dade County, Florida
(referred to as the Subject property herein), a vacant land parcel proposed to be
developed for self-storage use.

While every attempt was made to provide the highest level of accuracy and
reliability, it must be recognized that the report relies heavily on written and
verbal information as provided by others. In some cases these sources are
competitors, who may have a vested interest in skewing the data. Also, the
municipalities have been contacted and interviewed, in person or by phone, to
determine possible projects that are in plain view, submission, pending approval,
or have been approved. Municipalities are notorious for incomplete information,
and often they require that specific parcel number be provided in order to
determine if zoning or planning issues are pending.

Every attempt has been made to eliminate possible misrepresentations. Written
datum is the property of Sentry Self-Storage Management, and has been used to
create the opinions and statements herein. Sentry Self-Storage Management
accepts no responsibility and shall not be held liable for misinformation, either
intentional or accidental, and cannot be held responsible for any decisions the
developer may make based on this report. Sentry Self-Storage Management
used sources deemed reliable and redundant checks were employed, however,
there is always some risk that data may have been missed. One should be
aware of this fact in decision-making based on this report. Also, the assumptions
herein are based on the use of seasoned professionals in the development,
entitlement, design, construction, marketing, operations and management of the

property.
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A self-storage facility is proposed near Sample Address in Florida City, Florida.
Situated on 4.067 acres of a larger tract, proposed construction includes a 2-
story state-of-the-art climate-controlled building with climate-controlled units, two
outside ground access standard non-climate buildings, and a 1-story climate-
controlled building consisting of seven retail spaces to be constructed in one
single phase. This includes an on-site management apartment, a rental office,
and improvements incidental to the operation of a self-storage facility and related
business activity. Feasibility is contingent upon all approvals, permits, and
licenses having been obtained. The site itself presents some unique
opportunities:

Sample Address has good traffic at the site location with 285 feet of
highway frontage

Signage should be proposed on Sample Address.

There is an abundance of vacant land fronting Sample Address that could
potentially be developed for self-storage; however, the Subject would not
be out-positioned unless development occurred directly across the street
from Subject. Additionally, it is unlikely the vacant land is affordable for
self-storage development.

Population density is good in this market
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The demand for self-storage space continues to grow as the population
increases and the level of new home construction increases. Current
construction standards in Florida, which include no basements and limited attic
space, doesn’t adequately address the consumer’s need for storage space,
which is met by self-storage facilities, such as contemplated herein.

The majority of dwellings within a 5-mile radius of this area are estimated to be
structures of 1 unit detached (XX%) for the current year. Most of the residential
construction in the target market area, (XX%) are estimated to have been
constructed in 2005 or later.

The consensus in the industry is that the self-storage real estate sector is...

The self-storage industry is not as well understood as other real estate sectors;
however...

#> 7,49

Self-storage facilities, also referred to as self-service storage, mini-warehouses,
and mini-storage, provide customers with temporary storage space. The self-
storage industry is primarily a United States based industry, with approximately
XX% of the world’s facilities being located in the U.S. as of 20009.

Customer Base:

Self-storage is primarily for personal use, with XX% of the space being rented for
residential use by private individuals, XX% rented by business customers,
primarily small businesses, XX% rented by students , followed by XX% rented by
military personnel in 2013.
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The majority of customers fall into the residential tenant category. This group is
comprised of individuals who live in the area and are looking for off-site storage
for personal needs. Residential tenants are often driven to self-storage as a
result of a life change, such as a change in marital status or a pending relocation.

Commercial tenants at self-storage properties are made up of area businesses
and contractors who rent a space to store goods off-site. This is often a cost
savings...

While the overall region or facility characteristics can influence customer base,
when located within or adjacent to a residential neighborhood...

The Self-Storage Industry:

The self-storage industry began in the early 1960’s, mainly in the Southwestern
United States, responding to changing lifestyles; the population had become
more mobile and the popularity of apartment living and smaller homes arose,
increasing the need for temporary storage space. More recently...

The self-storage industry has recovered and has grown in size and popularity.
Today, there are approximately XX, XXX self-storage facilities. What was once a
highly fragmented family run (*mom and pop”) industry, the self-storage industry
has now attracted a wide variety of investors, including REIT’s, which lead the
self-storage industry.

Self-storage serves an important service, especially given that the U.S.
population is on the move. The U.S. Census Bureau estimates that nearly XX out
of every XXX Americans moved in 2012, an increase of nearly X percent over the
prior year.
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Today’s self-storage facilities are dramatically different than the facilities built in
the 1960’s and 1970’s and even facilities built twenty years ago in the mid-90’s.

A number of facilities offer open-air storage space that is mainly used for storage
of cars, boats and recreational vehicles (parking storage space). Generally, self-
storage facilities are...

Units are typically leased on a month-to-month basis, with XX% of Renters
staying longer than 1 year, XX% of Renters staying between X and XX months,
and XX% of Renters staying less than X months in 2013.

Rates vary from location to location and by unit size. Rents are also affected by
market supply and demand dynamics and other features such as climate-
controlled environments.
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The concept of self storage was still unheard of 100 years ago, and it would take
50 to 60 years for the industry to be established. Yet today the use of self-
storage is recognized, accepted, and even seen as indispensable by many of its
customers.

Just as we now enjoy many modern conveniences such as mobile phones,
computers and tablets, Americans have come to embrace the concept of self-
storage. The industry has changed vastly from its initial inception. Now a favorite
of real estate investors and developers, self-storage has moved out of the back
corners of industrial parks to main streets in urbanized settings and the suburbs.

With this growth has come tremendous innovation, such as...

The concept of self-storage essentially was built around the idea of ‘storing stuff’.
Today, however, we know that the idea has become much more sophisticated.
The self-storage industry in the U.S. has generated more than $XX billion in
annual revenues in 2013, with over XX, XXX facilities in the United States alone.
In recognition of the quality of the self-storage asset class, there are currently
four publicly traded Real Estate Investment Trusts, also referred to as, (REITS):
Public Storage, Extra Space Storage, CubeSmart, and Sovran Self Storage
(Uncle Bob’s). (Source: 2013 Self-Storage Almanac)
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Self-storage has grown into a sophisticated asset class with great appeal for
individual investors, regional operators, national operators, and Wall Street
investment through REITs. Moreover, it is also now recognized by investors and
developers from other real estate sectors partly due to the fact that, in general,
the public is finally coming to understand the industry. With more than XX years
of the REITs reporting to the public market...

The Real Estate Investment Trusts (REIT’s) are collectively still the largest
industry players with X% of the market share by number of facilities and XX% by
rentable square footage. These REIT’s hold four of the top five positions on Mini-
Storage Messenger's 2013 Top Operators List, accompanied by U-Haul
International, which is publicly held but does not have REIT status.

The Glendale, California-based Public Storage is still, by far...
Extra Space Storage still holds the number two position...

U-Haul International, based in Phoenix, Arizona, ranks third among the top
operators with...

CubeSmart has moved from the fifth up to the fourth position, passing Sovran
Self-Storage, reporting...
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Steady in the fifth spot is Uncle Bob’s Storage, Buffalo, New York-based Sovran
Self-Storage reporting...

Overall, the self-storage sector is still among those REIT’s with the highest year-
to-date total return. As of October 31, 2013, self-storage REITs showed a
XX.XX% vyear-to-date return, compared with a XX.XX% year-to-date return in
2012. (Source: 2013 Self-Storage Almanac)

The self-storage industry, while subject to many of the same influences as any
other type of real estate, has unique characteristics that affect the evaluation of
credit quality.

The year 2013 brought stability and growth to the capital markets. Thanks to
historically low interest rates, the positive macroeconomic factors, strong self-
storage metrics, and a host of lenders who often see opportunity instead of risk...

Self-storage has evolved to a core asset in the real estate industry...

Given the shorter development time frame for self-storage, market reaction is
faster compared to other real estate sectors. Consequently...

Additionally, self-storage has provided steady returns relative to other sectors. In
2011...
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Fortunately, the self-storage business model is designed to respond quickly to
these kinds of economic changes. As interest rates rise...

The most important ingredient for success in the self-storage industry is probably
good facility management coupled with creativity in providing amenities that
strengthen competitive positioning and increase revenues. Compared with most
other types of real estate...

As mentioned earlier in this report, the largest users (XX%) of self-storage are
residential customers. Residential customers are more likely to...

The Self-Storage Keys to Success

Several factors that distinguish the successful self-storage operator from less
successful operators are as follows:

Self-storage operators owning several facilities are generally...

It is not enough just to open self-storage facilities...:

- Operations: Self-storage operators with solid infrastructure and
customer service functions have a competitive edge.

- Location: Self-storage operators with facilities that are highly
visible and easily accessible have a competitive advantage...

- Innovation: A self-storage operator’s ability to be innovative, as
well as foresee and introduce new products and services that
best suit evolving consumer needs, is critical...

- Ancillary Products and Services: Providing ancillary products
and services to customers is another differentiating factor of
storage products and services being offered for sale at the self-
storage facilities and the effectiveness of a self-storage...

Combined, these important operational aspects of the self-storage
business expand each operator’s financial strategies. Ultimately, an
operator’s financial health and flexibility exert a powerful influence on
its ability to implement its operating model. Thus, both the operational
and financial aspects of a particular company must be viewed in
tandem.
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There is a wide spread belief that there exists significant opportunity and
potential for further consolidation and business combinations with the self-
storage industry in general, and for the five largest owners/operators of self-
storage REIT’s in particular.

Consult the section of EXIT STRATEGY later in this report for specific
considerations about the subject property.
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This section analyzes the trends in a macroeconomic analysis of the market for
self-storage warehouse space. The macroeconomic analysis examines trends,
which are occurring both nationally and regionally; (Source: 2013 Self-Storage
Almanac).

As shown in the following table, more self-storage space is available to American
consumers and businesses than ever before. Nationally, the average rentable
square footage per person rose to a new high of X.XX in 2012. This figure
marked a XX.X% gain from 2006.

The supply index is calculated for each state in the table. To calculate this
figure...
Table intentionally omitted.

This ratio for the state does not include the influx of seasonal or part-time
residents...

Self-Storage Occupancy Levels

Ask three different self-storage owners about their occupancy levels, and you
might get three different answers. One might proudly proclaim that nearly every
unit is rented, and another might tell you how almost every rentable square foot
is occupied. The third, however, might inform you that, while not every unit was
full, every rented unit was generating its highest potential income.

Why do industry professionals have such varying views of occupancy? It's
simply because occupancy can be measured in several different ways.
Foremost in many people’s minds is physical occupancy; the direct measure of
how many units are rented. Meanwhile, some owners think in terms of total
square footage. For example...

The third way to look at occupancy is from an economic standpoint...
Since economic occupancy is so important...

While many factors can affect occupancy, it seems that larger facilities may be
succeeding by...
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Self-Storage Rental Rates

Rental monies provide the essential operating income to maintain the facility, pay

the employees, and keep the facility owner in business. Rental rates rise or fall
depending on...

Using rental rates as an indicator, it is apparent that the self-storage industry...
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Climate-controlled facilities continue to...
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Location

Florida City is located at the eastern end of the only road running through the
Everglades National Park, which terminates at Flamingo. Florida City is the
southernmost city in the United States which is not on an island. It is also the last
stop on the mainland north of the Florida Keys.

Topography
Florida City is 3.2 square miles in area and is located in Miami-Dade County,

Florida. Florida City is situated between Miami and the Florida Keys; mostly atop
a limestone ridge called the Miami Rock Ridge that extends south from present
day north to Miami Beach to a location in Everglades National Park. The ridge,
consisting of Miami Limestone, serves as the higher ground within the
community. The ridge extends from northeast to southwest across the city.
Florida City today serves as the southern terminal of the Florida Turnpike.

Temperature
The mixture of the Gulf Stream current running off the coastline, and cool ocean

breezes rolling off the sea, produces a wonderful average temperature of 75
degrees.

Map
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This map shows the extraordinary collection of major thoroughfares that intersect
in Florida City; Krome Avenue, the Florida Turnpike, and Highway US 1, (which
carries 1-95 traffic from Miami at this point). Unlike the only other place where
they meet in South Dade County, these thoroughfares intersect at grade in
Florida City.

As a result, traffic must move slowly, allowing motorists to easily access local
commerce. The only two routes into the Florida Keys also converge at this point.
Six million automobiles, many of them transporting tourists in a leisure state of
mind, pass through Florida City annually. (Source: City of Florida City, Florida
Website)

Along with serving as the mainland entrance to the Florida Keys, Florida City also
serves as the gateway to the main section of Everglades National Park. Motels
and eateries are located along Highway US-1 prior to taking the highway south
into the Florida Keys.

Historic Overview

Florida City is an old city by South Florida standards. Its early history involved
conflicts between Southern and Northern settlers. The first settlers, originally
from Topeka, Kansas, had settled in Homestead but moved out into the
wilderness area that became Florida City in 1910. Many southern families
seeking homesteads followed. In 1913 the Model Land Company from Michigan
purchased 22,000 acres. They advertised heavily in Detroit and attracted
northerners to their “Garden of Eden”. Detroiters named the area Detroit but
apparently became dissatisfied with their purchases. Conflict developed when
the southern families and the Detroiters moved back north shortly thereafter. In
1914 the city was incorporated. The remaining families named it Florida City.

By 1922, Florida City had grown to a population of over 800. The city had a drug
store, a hardware store, and a three story hotel. South of the town was the
largest Ice Plant in the state and a lumber mill; however, most of the towns’
economy came from farming. Florida City's limits were extended to Biscayne
Bay in 1925. Because of its lack of development, the land owners successfully
petitioned to have the city restored to its original boundaries. A hurricane in 1926
leveled several buildings and greatly damaged others. The area economy
returned to agriculture.

Royal Palm State Park Lodge sometime after its construction in 1916 for the
Florida Federation of Women Clubs by J.F. Umphrey of Homestead. The Florida
Federation of Women Clubs acquired 960 acres from Mrs. Henry M. Flagler and
960 acres from the State of Florida for its Royal Palm State Park. In 1921 the
State gave them another 2,080 acres. The women operated the Royal Palm
Lodge where lodging and meals were available, as a means of financing the
upkeep.
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They also grew Royal Palms for sale 156 of them ended up on Florida City’s
Palm Drive in 1922 and others in Homestead on Krome Avenue. After the
Everglades National Park was established in 1947, the park service used the
lodge as its headquarters after it moved out of the Redland District Chamber of
Commerce building. Later the lodge was sold and moved into Homestead where
it was used as a boarding house. It was destroyed by Hurricane Andrew in 1992.

The original Rock Castle southwest of Florida City (this from the Homestead
Enterprise from February 27" 1923) reported E. Leedskalnin, a Californian, had
purchased an acre of R.L. Moser homestead and planned to erect a home soon.
This newspaper item was the first reference to Ed Leedskalnin, the builder of
Coral Castle.

Little did anyone know what Ed had in mind for a house. According to Jean
Taylor in her “Villages of South Dade” Ruben Moser brought home a 97 pound
Latvian immigrant who was seriously ill. Mrs. Moser nursed him back to health.
It was constructed by the developer of Detroit, later Florida City, the Miami Land
and Development Company, owned by the Tatum brothers. The pavilion served
as the main social venue for the early pioneers. Under the Pavillion was a
swimming area. The bottom of the canal was covered with boards. Dances
were held upstairs. The company also constructed a recreation building at the
mouth of the Detroit/Florida City Canal. The townspeople raised $1,000 in
contributions for the construction of the building on Palm Drive which was used
as a school and a church until it became the town hall later.

The Becker House of the Florida City Canal when the canal came all the way
from Biscayne Bay to the Florida City Industrial Basin. The Industrial Basin was
home to the ice plant, packing houses, and other businesses. The Becker House
stood until it was set on fire by vandals and then torn down when Burger King
was constructed.
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The demographic data is provided by The Nielson Company, and is copyrighted
by The Nielson Company. The demographic information includes original data of
the 2000 and 2010 Census, as well as 2014 estimated and projected 2019
demographic data.

The margin of error in estimation and projection is believed to be accurate and
respective of the area; however, no warranties can be made as to the accuracy.

The data is that of a three-ring radius surrounding the subject property. The
radius rings are 1 mile, 3 miles and 5 miles.

See the Executive Summary on pages 42 through 51 of this report for a summary
analysis of the demographic data.
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The subject property is located on Sample Address with 285 feet of highway
frontage. This location is superior to all other competitors who are located on side
city streets. It is unlikely the subject property could be out-positioned by a new
self-storage development, unless the new development was directly across the
street from the subject property.

As of the date of this report, two representatives of the Development Services
Department of the City of Homestead, Planning and Zoning Department have
confirmed there are no self-storage projects on the books, in any capacity.

#- >

1

The concept of “Market Ownership” is a question of how many prospective
tenants are possible in the tenant base, not shared with other competitors. This
is a less than scientific method of determining...

There are seven competitors within a 5-mile radius of the subject property. Within
a 1-mile radius, there are no competitors to share prospective tenants with.
Between a 1 and 3-mile radius, the subject property has three competitors to
share prospective tenants with. Lastly, within a 3 and 5-mile radius, there are four
competitors to share prospective tenants with.
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Competitor #1; is categorized as the PRIMARY competitor to the subject
property. Compass Self Storage , located on ABC Street, just 1.5 miles from the
subject property is of class “B” quality. This facility offers a predominance of
climate-controlled units, non-climate units as well as RV/Boat parking. This
facility was constructed in 2002 and it is approximately 90% occupied as of the
date of this Report. The actual net rentable square footage of this facility is
61,109.

Competitor #2; Florida City Self-Storage , located on DEF Street, 1.7 miles from
the subject property is of class “D” quality and is not considered to be a valid
competitor to the proposed project. Florida City Self-Storage is managed by
owner/operators and offers only non-climate units made of chain-link cages. The
facility itself was constructed in 1977 and is estimated to be approximately 95%
occupied as of the date of this Report. The actual net rentable square footage of
this facility is 15,145.

Competitor #3, Homestead US 1 Self Storage , located on GHI Street,
Homestead, FL; also known as Highway US-1, 1.5 miles from the subject
property is of class “C” quality and was recently sold to Lighthouse Storage, a
self-storage property management and consulting company. This facility offers
only non-climate controlled units. This facility was built in 1986 and it is
estimated to be approximately 95% occupied as of the date of this Report. The
actual net rentable square footage is 42,858.

Competitor #4, U-Haul, located on JKL Street, Homestead, FL, 3.2 miles from
the subject property is of class “B” quality and managed by U-Haul. This facility
offers both climate-controlled units as well as non-climate units. This facility is
approximately 23 years old, constructed in 1991. It is estimated to be
approximately 93% occupied as of the date of this Report. The actual net
rentable square footage of this facility is 23,205.

Competitor #5, Storage Maxx , located on MNO Street, Homestead, FL, 3.5
miles from the subject property is of class “B” quality and managed by Storage
Maxx. This facility offers climate-controlled units, non-climate units as well as RV
and Boat parking. This is a newer state-of-the-art facility, ten years old,
constructed in 2004. It is estimated to be approximately 92% occupied as of the
date of this report. The estimated net rentable square footage is 50,000.
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Competitor #6, Storage America , located on PQR Street, Homestead, FL, 3.3
miles from the subject property is of class “A” quality and appears to be
professionally managed. This state-of-the-art facility offers climate-controlled
units, non-climate units as well as RV and Boat parking. This facility does not
offer an elevator to reach the upstairs units. Although this facility is 20 years old,
constructed in 1994, it is very well maintained. It is estimated to be
approximately 95% occupied as of the date of this Report. It estimated net
rentable square footage of this facility is 65,000.

Competitor #7, Cubesmart , located on STU Street in Leisure City, FL, 4.9 miles
from the subject property is of class “A” quality. This facility offers both climate-
controlled units as well as non-climate units. This is a nine year old state-of-the-
art facility, constructed in 2005, estimated to be approximately 93% occupied as
of the date of this Report. The actual net rentable square footage of this facility is
58,961.

Competitor #8, Extra Space Storage , located on VWX Street, in Naranja, FL,
6.4 miles from the subject property is of class “A” quality. This facility offers both
climate-controlled units as well as non-climate units and RV/boat parking. This is
a five year old state-of-the-art facility, constructed in 2009, estimated to be
approximately 95% occupied as of the date of this Report. The actual net
rentable square footage of this facility is 118,999.
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Location. Location. Location. This trite but true real estate notion could never be
more important than in consideration of self-storage ownership. A mature first-
generation facility can easily compete with a Class “A” state-of-the-art facility if its
location is superior. Conversely, a poorly located store, such as one in an
industrial park or at the end of a cul-de-sac, can be buried by a development
project in a locale with higher traffic and better visibility. No sacrifice should be
made when it comes to location quality.

The facility must be visible to as many people as possible, particularly potential
customers who live or work within a five mile radius.

Physical barriers near a self-storage site such as rivers, streams and highways...
A great location will allow for...
SITE LAYOUT AND DESIGN

It is critical that the developer realize the importance of proper layout and design.
Many architects who have developed self-storage projects clearly do not
understand layout from a functional, management perspective. The architect
may lay out the units based on his or her design criteria, but unless they are
intimately familiar with self-storage operations...:

Number of turns

Number of dead end hallways
Length of hallways

Location of...

Distance from...

Distance from...

Distance from...

Use of...

Hallway lengths and building codes
Energy efficiency

Information intentionally omitted

The last of these criteria is the most important. If the layout designer is not
troubled by losing just a few square feet, they are not the designer for you. They
should be fighting for every possible...
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All self-storage properties are not created equal. Due to the idiosyncrasy of self-
storage development and construction, it is important that the project be built by
experienced self-storage contractors. While it is true that basic self-storage
construction is quite simple, and in the case of metal buildings, self-storage
buildings have been referred to as ‘easy as an erector set’. There are, however,
compelling reasons for use of experienced self-storage contractors. The least of
which are:

Sensitivity to completion dates
Accountability to adhere to design standards
Culpability in adhering to drawings

Job safety and life safety issues
Understanding the end use of the product
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Perhaps one of the most important considerations for self-storage development
is the investors exit strategy. The completed project should be easily saleable. It
is a fact that the courses of our lives change from time to time, and with that, we
must make certain that our investment strategy is flexible enough to make the
changes as well. Life changing situations such as illness, divorce, partnership
dissolution, employment opportunities and death have changed the ownership
strategies for many self-storage owners.

There may be several opportunities to exit the project, predicated upon the
investors’ proclivity for risk, and the time value of money. Traditionally, the exit
points are as follows:

Exit at Certificate of Occupancy (0 to 12 month timeframe).

This is a good time to...

Exit at Stabilization (36 to 60 month timeframe).

Financing may be difficult for the new purchaser if...

Exit at Maturity (48 to 72 month timeframe).

The drivers for an exit at this point are typically to move on to another project
requiring cash or a cost/benefit analysis of an upcoming debt maturity. At this
time in the development...

It is important that the project meet minimum criteria that will make the project
easy to market. The most likely buyers in today’s market are:

Public Storage
Cubesmart

Extra Space Storage
Sovran (Uncle Bob’s)

These buyers all have some minimum standards that they are likely to follow in
making an acquisition. These same standards are roughly followed by the typical
financiers of self-storage.
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Financing has become easier to achieve at more competitive rates. Rates have
continued to remain historically low thanks to low index rates, especially U.S.
Treasuries. In September 2013, the Federal Reserve announced that...

Thanks to increased liquidity into the market and competition among lenders...

Of further significance is the continued acceptance and stature of self-storage as
a real estate asset class by institutional investors and other lending sources.
While self-storage gradually shed its perception as a ‘highly risky’ property type
years ago...

Of course, there is no crystal ball that we can gaze into to tell us exactly where
rates or markets will go in the coming year. While many factors affect interest
rate directions...

It is expected that the positive momentum from 2013 will continue, and 2014 will
prove to be a strong year, as self-storage fundamentals improve and the
economy continues to grow.
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The following section outlines the criteria that should be considered when dealing

with financial institutions:

Ideal Institutional Grade Criteria For Self-Storage

Site and Store Selection *:

Land Size:

Building Size:

Topo:

Environmental Sensitivity:

Demographics:

Population Growth:

Median Household Income:

Renter Occupied Housing:
Traffic Counts:

Access:

Zoning:

Barrier to Entry:

Competitive Evaluation:
Replacement Cost:

Cap Rate Range:
Underwriting Criteria:

Physical Characteristics:

*Other underlying factors will determine the criteri
square foot and square foot per capita.

2014: Sentry Self Storage Management
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(X) to (X) acres
XX, XXX Net rentable square feet
Mostly level with adequate drainage
Typical to REIT standards
Residential deed restrictions acceptable
Consider impaired but insurable sites
Population: 1 mile radius: XX, XXX+

3 mile radius: XXX, XXX+

5 mile radius: XXX, XXX+
Greater than X% per annum
$XX, XXX or greater
XX% or greater
Greater than XX, XXX c.p.d., or top X% of market
Direct from traffic count criteria sheet
Authorized use with letter from municipality to verify
High for self-storage competitors by virtue of
economics or zoning
Competitors acceptable if stabilized occupancy
of XX% has been achieved
Not to exceed 1.2X
X% to X%
Payroll: Minimum 1.5X minimum wage, health
insurance, 401K, payroll taxes
Advertising: 1.25X Yellow Page line ad listing
Property Tax: Adjust to post sale estimate (year 3)
Property Management Fee: X%
Maintenance & Repair: Actual plus $.XX
replacement reserve
Keypad access controlled entry/exit.
Cameras - 24 hour digitally recorded surveillance
X, XXX-X, XXX square foot office
XXX-X,XXX square foot apartment (not mandatory)
Paved drives
Signage on traffic front
No more than XXX turns from main road to entry
No gate as batrrier to...
No chain link fences
Lifts or passenger elevators to all upstairs units
Accurate record keeping
a for site selection, including rent per
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Absorption periods and rental rates are largely dictated by...

Marketing is all the activities, promotions, service programs and advertising
undertaken to create awareness of a self-storage property and to bring in
gualified prospects to rent spaces. These activities include...

Planning for the right mix of advertising and store-originated marketing activities
that will produce the needed results can be challenging at best; no self-storage
operator wants to spend any more money than necessary to achieve the desired
occupancy shows in the pro-forma. Therefore...

Today, numerous operators are turning their focus to...

Consistently, there are certain groups most often used by most self-storage
managers to achieve the highest results. Self-storage operators should consider
reaching out to the following specific groups who may provide the greatest
opportunity for new customers and referrals:

Information intentionally omitted
Apartment leasing agents

Real estate agents

Professional occupations, such as...
Retailers; especially from...
Contractors, tradesmen and...

When marketing for new facilities, critical startup programs should be set up
before opening. This would include an “opening soon” sign, with...

Marketing basics include:

Sales and Customer Service Focused Team

Gather Marketing and Demographic Data at move-in on all new customers
Information intentionally omitted

Have an Annual Budget and Goals and know the year-to-date numbers
Actively set monthly goals for...

Have high-speed internet access

Make sure software marketing choices match the actual events and
programs currently in place.
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When looking at the various ways a facility was found, a vast majority of renters,
XX%, said they saw the facility while driving by. At XX%, word-of-mouth was

reported as the second highest way a facility was found, followed closely by
internet/web at XX%.

It is equally important to recognize the importance of the...
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The subject property fills a “gap” that is currently in the market, as there are no
self-storage facilities on Sample Address...

There is no competition within a one mile radius of the subject property and only
one competitor within a two mile radius of the subject property offers climate-
controlled units (Competitor #1). Competitor's #2 and #3 offer only non-climate
units.

The strength of the project is that there are no proposed self-storage
developments to compete with the subject property currently pending approval in
Miami-Dade County within five miles of the subject property. This was confirmed
by two representatives of the Development Services Department of the City of
Homestead, Planning and Zoning Department.

Another strength of the subject property is the site itself...

The design for the facility has already been determined and the information
provided within this report, and in the description below, is believed by Sentry
Self Storage to be a good use of the property.

Construct a 2 story 61,025 climate controlled building, 31,150 on the first floor
and 29,875 on the second floor, and 2 single story non-climate buildings
(6,600 gross), and a separate, single story climate controlled building
consisting of 7 retail spaces, totaling 73,688.25 net rentable square feet of
space.

The following table represents the unit mix for the aforementioned site, including

recommended rental rates and the annual gross potential income per unit type
and total.

Table intentionally omitted

Based on the design of the property that has already been addressed throughout
this report, we agree that the ownership group should consider moving forward
with the project as described.

Other Recommendations:
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1. Marketing Plan: The developer should employ a Professional Self-
Storage Management Company or consultant to develop a marketing plan
for the facility. Given the unit mix...

2. Free Rental Truck at Move-In: A free truck for move-in should be offered.

3. Fee Rental Trucks: This should be considered...

4. Access Hours: The facility should offer customer access from...

5. Office Hours: The office should be open seven (7) days per week to be
competitive.

6. State of the Art Security: The facility should make no compromises in
technology and security.

7. On-Site _Management: The strongest on-site managers should be
recruited and hired.

8. Other recommendations intentionally omitted
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Sentry Self Storage was founded in 1997 to provide the self-storage industry with
state-of-the-art, consumer friendly, secure and convenient locations throughout
the United States. We offer a full spectrum of services and a wealth of
experience and knowledge to deliver maximum property results.

We have over a "century" of combined self storage experience. Many members
of our Management Team have numerous years of past experience with the self
storage REITs in executive roles. With Sentry Self Storage, you can anticipate
the following for your self-storage facility:

Maximized Net Operating Income (NOI)

A professional perspective in managing your facility

Creative and proven techniques that assist in escalating your facility to a
higher level of success

Our mission is to maximize Net Operating Income (NOI) and increase the value
of the client’'s asset. We accomplish this through providing our tenant’s with the

cleanest, most secure storage facilities, utilizing technology and a highly
motivated and well trained staff.

E ' -

NORMAN SCHULMAN, CPM, CEO

Norman Schulman has spent over 25 years in the Self-Storage Industry. His
career started with U-Haul in New York and then he relocated to Florida in 1991.
He spent 7 years with U-Haul, where he specialized in Self Storage Operations
and Moving Center Management. After obtaining his Florida Real Estate License,
he joined Storage USA as District Manager and was quickly promoted to
Regional V.P. for the southeast region.

Norman is an Entrepreneur at heart and ventured out on his own. In 1998 he
formed Sentry Self-Storage and Self-Storage Security Solutions. Sentry Self-
Storage is a full Management, Development, and Consulting Company. The
Security Company was formed out of years of frustration in getting local security
companies to understand the specialized products needed for the storage
industry. His management philosophy for his storage facilities is simple: "Offer
the best product along with convenience and securit y, add to that 'State-Of-
The-Art' management information systems and the bes  t team of Storage
Consultants, and you have a winning combination.”
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RICHARD YONIS, President

Richard Yonis joined the Sentry Team in March 2006. Rick brings over 20 years
of experience in the Self Storage industry at the executive level. His operations
and management experience were gained at Storage USA and Extra Space
Storage. Rick served several roles for both organizations. From 1993 until 2004,
Rick served as a Divisional Vice President of Operations. Then, from 2004 until
2006 he worked as the SVP of Franchising/ DVP Operations.

Rick has developed a wonderful track record on third party management
relationships. Beginning with site selection and market feasibility to site
management, Rick has a strong background in operations and has developed
operating procedures, which maximize facility performance. Rick will lead our
management team to grow Sentry’s platform throughout the United States.

LAUREN SCHULMAN, Administrative Assistant/Sales Ass ___ ociate
(Sentry Self Storage Management & Sentry Real Estat e Group, LLC)

Lauren Schulman joined the Sentry Team in 2006 as a Storage Consultant. In
2008 she left for college but continued to work part-time, lending a helping hand
whenever and wherever she could. In 2012, Lauren graduated from Florida State
University with a Bachelors Degree in Biology. She then returned to South
Florida and took a full time position as the Property Manager for our Federal
Highway location.

After spending a short time at Federal Highway, Lauren transferred to the Coral
Springs location, where she became an Area Manager, overseeing the
operations of three South Florida Locations. In January of 2014, she was
promoted to Administrative Assistant at the home office. Lauren currently holds a
Florida Real Estate Sales License and is working on obtaining her CPM
designation through the Institute of Real Estate Management. Lauren is a
dedicated and hard working individual. She has a tremendous amount of
professionalism and general knowledge of what it takes to be a part of Sentry
Self Storage Management. We are proud to have her on the Sentry Self Storage
Team.
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Limitation of Liability: Liability of Sentry Self-Storage Management and its
associates is limited to the client only as provided for in the Agreement. There is
no accountability or liability to any third party.

Copies, Publication, Distribution, Use of Report: Possession of this report or any
copy thereof does not carry with it the right of publication or reproduction, nor
may it be used for other than its intended use. The physical report remains the
property of Sentry Self-Storage Management for the use of the client, with the fee
paid being for the analytical services only. The report shall not be used for any
purpose by any person or corporation, other than the client, or the party to whom
it is addressed, or copied without the written consent of Sentry Self-Storage
Management; and then only in its entirety. Neither all nor any part of the
contents of this report, relating to the conclusions, the identity of the writers and
the associated firm may be conveyed to the public relations media, news media,
sales media, or any other public means of communication. Nor may the same be
used for any purpose by anyone but the client, without the prior written consent
of the writer; and in any event, only in its entirety. This report may not be used
for public or private offerings of syndicated interests.

Information Used: No responsibility is assumed for accuracy of information
furnished by or from others, the client, his designees, or public records. The
authors are not liable for such information or the work of possible subcontractors.
The data relied upon in this report has been obtained from sources considered
reliable. As far as was reasonably possible, the data has been verified; and is
believed to be true and correct. However, no responsibility for accuracy can be
assumed by the writer. No single item or information was completely relied upon
to the exclusion of the other information; and all data was analyzed within the
framework of the judgment, knowledge, and experience of the writer(s).

Testimony, Consultation, Completion of Contract for Services: The Agreement
contract for reviewing the feasibility of this market, consultation, or analytical
service is fulfilled and the total fee payable upon completion of the report. The
authors and/or individuals of Sentry Self-Storage Management will not be asked
or required to give testimony in court or hearing, as a result of having provided
the services and report, in full or in part, nor engage or be required to post
market consultation with client or third parties, except under separate and special
arrangement at an additional agreed upon fee.

Exhibits: All sketches, tables, maps and photos in this report are included to
assist the reader in visualizing the property only and are not necessarily to scale
and are not intended to represent the property or market in other than the status,
as of the date of this Report.
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Auxiliary and Related Studies: This report is limited to the market feasibility
study of this particular site at the time of writing and does not include any
environmental or impact studies, surveying, land use studies, zoning studies or
zoning information, highest and best use studies, or any other studies unless
specified. The writer reserves the unlimited right to alter, amend, revise, or
rescind any of the statement, finding, opinion, estimates, or conclusion in any
previous, present, or future study and/or analysis, at the time any of the
subsequent factors become know.

Fees and Authenticity: The fee for this report or study is for the service rendered
and not for the time spent on the physical report. The authentic copies of this
report are signed in ink and are printed on white paper. Any copy that does not
have the above is unauthorized and may have been altered.

Certification of Report: The statements of facts contained in this report, upon
which the analyses, opinions and conclusions were based, are true and correct
to the best of my knowledge and belief. No one provided significant professional
assistance to the person signing this report. The analyses, conclusions, and
options contained in the report are the principal effort of the undersigned.
However, certain functions, such as administrative assistance, data collecting
and verification, may have been performed by other members of the staff.

ACCEPTANCE OF, AND/OR USE OF, THIS REPORT CONSTITUTES
ACCEPTANCE OF THE ABOVE CONDITIONS, AND THOSE AS SE T FORTH
IN THE AGREEMENT.
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