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October 8, 2015

Flagler County Board of Commissions
Attention: Mr. Frank Meeker, Chairman
1769 E. Moody Blvd.

Bldg 2, Suite 301

Bunnell, FL 32110-0787

Re: Bert J. Harris Claim, §70.001, Fia. Stat., July 1, 2012

Pear Chairman Meeker,

We have the privilege of representing Eleven Ocean Oaks LLC, 200 Executive Way
#200, Ponte Vedra Beach, FL 32082, property 1D #04-11-31-3601-00000-0200, owner of an
improved property described as Lot 20, Northshore, Plat 1. The house on this property was
constructed and has been operating as a short-term rental property within the combined
Hammock Beach Golf Resorts, Cinnamon Beach, and Ocean Hammock Subdivision. These
subdivisions were approved by Flagler County in January 2001, including the use of these
properties as short-term vacation rentals.

The “before” condition of the subject property is an 8-bedroom, single family residence
able to accommodate up to 18 guests as a part of the authorized and approved short-term rental
use of this property and others within this subdivision. The owner has a “vested right” to the use
of these properties for which it was built, approved, and ultimately used.

By Flagler County’s passage on February 19, 2015 of Ordinance 2015-02, this property is
now restricted to a lower occupancy and the existing use as short-term rental is not transferrable.

The Florida Legislature has passed Section 70.001, Fla. Stat., known as the “Bert J.
Harris Jr. Private Property Rights Protection Act as Amended”.

Chapter 70.001, Fla. Stat., “inter alia”, created a separate and distinct cause of action
which provides for relief or payment of compensation when a new law, rule, regulation or
ordinance of the state or a political entity in the state, as applied, unfairly affects real property.

Tel: (386)255-1428 . Fax: (386)253-1765
523 N. Halifax Avenue Daytona Beach, Florida 32118



“When a specific action of a governmental entity has inordinately burdened an existing use of
real property or a vested right to a specific use of real property, the property owner of that real
property is entitled to relief which may include compensation for the actual loss to the fair
market value of the real property caused by the action of government, as provided in this
section.” Fla. Stat. §70.001(2).

The property owner of the subject property asserts that its vested right to an actual use of
said real property has been inordinately burdened by Flagler County’s adoption of Ordinance
2015-02 by restricting its occupancy to 10 persons and by other restrictions contained in
Ordinance 2015-02. That Ordinance inordinately burdened an existing use and/or vested right to
a specific use of the subject property.

The cost to cure the property to convert or remodel the residence to meet the
requirements of Ordinance 2015-02 are a part of this claim, but not part of the evaluation in the
appraisal provided hercto.

To that end, this letter should serve as a formal, written claim pursuant to §70.001, Fla.
Stat., the Bert J. Harris Jr. Private Property Rights Protection Act as Amended. Attached to this
letter is a bona fide, valid appraisal that provides for a before and after valuation demonstrating
the loss in fair market value of the subject property resulting from the actions of Flagler County.
This appraisal establishes the loss in value as a result of Ordinance 2015-02 to be $210,000.00.

Pursuant to §70.001(4)(c), Fla. Stat., Flagler County has 150 days to respond to this -

claim with a written settlement offer. You should consult your counsel as to any other
obligations and settlement opportunities contained within this statute.

PLEASE BE GOVERNED ACCORDINGLY.

With regards,

. Heebner

Enclosure: appraisal
cc: client

Steve Garthe, Esq.
Al Hadeed, Esq.
Gary Stewart, Esq.
Edward Dion, Esq.

PBH/kjh
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September 8, 2015

Peter B. Heebner, Esquire

Heebner, Baggett, Upchurch & Garthe, P.L.
523 North Halifax Avenue

Dayton Beach, Florida 32117

RE: Diminution in Value Appraisal
11 Ocean Oaks Lane
Palm Coast, Florida 32137

Dear Mr. Heebner:

As requested, we have conducted the required investigation, gathered necessary data,
and made certain analyses in order to determine if a diminution of market value exists
for the subject rental property.

The subject is a two story singte family residence with 8-bedrooms located in the Ocean
Hammock community. The residence was purchased to be utilized as a short term
vacation rental to accommodate up to 18 guests.

The scope of this assignment is to provide two opinions of market value for the subject.
The value opinions will refer to the “before” and “after” condition of the property with and
without the limitations and restrictions of Ordinance 2015-02 adopted on February 19,
2015.

Ordinance 2015-02 was adopted by Flagler County to impose use regulations and
restrictions upon single and two family residences which are utilized as short term
vacation rentals. More specifically, as related to the subject property, this ordinance
incorporates a maximum occupancy restriction of (10) guests per short-term vacation
rental as well as other physical and regulatory restrictions.

1953 Eighth Street -  Sarasota, Florida 34236-4226 - (941) 954-7553 - Fax (941) 952-9440 - Licensed Real Estate Broker
www.BassandAssociatesine.com
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This appraisal report sets forth the identification of the subject property, assumptions
and limiting conditions, pertinent facts about the subject area, comparable data, and the
reasoning leading to the conclusions.

As the property is used solely as an income generating vacation rental only the Income
Approach is applicable in the valuation of the subject.

This appraisal is based upon the unrestricted “before condition” and the “after condition”
as restricted by the adoption of Flagler County Ordinance 2015-02. Information was
received on income/expense data provided by the property owner, and based on our
investigation and analyses undertaken, subject to the General and Special Assumptions
and Limiting Conditions.

This letter must accompany the attached report consisting of 23 pages plus the related
addendum in order for the value opinion set forth to be considered valid. Digitally
signed copies of the appraisal report represent a copy of the original. Only manually
signed and sealed reports are originals.

Should you have any questions, please do not hesitate to contact me.

Respectfully submitted,

Richard W. Bass, MAI / AICP
State-Certified General Real Estate Appraiser RZ348

File # 15-087- 11 Ocean Oaks Lane September, 2015
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SUMMARY OF SALIENT FACTS AND IMPORTANT CONCLUSIONS

PROPERTY TYPE: Vacation Rental

PROPERTY IDENTIFICATION: ID # 04-11-31-3601-00000-0200

LOCATION: 11 Ocean Oaks Lane, Palm Coast, Florida 32137
OWNER: Eleven Ocean Qaks LLC

CENSUS TRACT: 601.06

RETROSPECTIVE DATE OF VALUE: February 19, 2015

DATE OF REPORT: September 8, 2015
PROPERTY RIGHTS APPRAISED: Fee Simple
ESTIMATED LOT AREA: 19,039 Square Feet
IMPROVEMENTS: 6,714 SF Gross Building Area
5,798 SF Net Living Area
ZONING: PUD; Planned Unit Development
FUTURE LAND USE: Mixed Use: Low Intensity / Low/Medium Density
HIGHEST AND BEST USE: Before Condition - use as a large residence for

vacation rentais for up to 18 occupants.
After Condition - reconfigure interior for use as a
vacation rental for up to 10 occupants.

File # 15-087- 11 Ocean Qaks Lane 1 September, 2015
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PURPOSE, USE AND USERS OF THE APPRAISAL

The purpose of this assignment is to render opinions of market value for the subject
property first in it's “as is” before condition as a 8-bedroom home with 5,798 +/- square
feet NLA with a rental capacity up to 18 guests. This "before condition” reflects the use
of the property prior to the adoption of Ordinance 2015-02.

The “after condition” opinion of value for the property is an 8-bedroom home with a
permitted rental capacity of 10 guests to meet the requirements of Ordinance 2015-02.

if applicable, render an opinion of any diminution in value created by the imposed use
regulations and restrictions.

This assignment is subject to the assumptions and limiting conditions contained herein.
The intended use of this appraisal is for internal business decisions of the client and for
possible expert witness testimony.

The client of this appraisal assignment is Peter Heebner, Esquire, his firm and
associates.

The intended users include our client, client’s advisors, the property owner Eleven
Ocean Oaks LL.C and a court of competent jurisdiction.

SCOPE OF WORK

The scope of this assignment includes research and analysis of market information two
years prior to the retrospective date of value. Two indications of value will be rendered
for the subject property, first the “before” condition of the subject as an 8-bedroom
single family residence able to accommodate up to (18) guests. Secondly, the “after’
value indication is of the subject property as built with 8-bedrooms for a maximum
permitted occupancy of (10) guests.

The different scenarios relate to the Flagler County Ordinance 2015-02 restricting single
family and two family properties which are utilized as such rentals, to a maximum
occupancy of (10) guests. Prior to the adoption of Ordinance 2015-02 on February 19,
2015 there were no such restrictions upon owners whom utilize their residences as
short term rentals.

The question the appraiser will address is: Is there a measurable market value
difference between an 8-bedroom short term rental capable of accommodating 18
guests and an 8-bedroom rental only permitted to accommodate 10 guests in Flagler
County?

As the scope of this assignment revolves around the adoption of Ordinance 2015-02
and its impact on the subjects highest and best use, and its impact upon short-term
vacation rentals in Flagler County, only the Income approach to value is considered
applicable to this assignment.

File # 15-087- 11 Ocean Qaks Lane 3 September, 2015
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Approaches to Value

For the Income Approach, the appraiser gathers income and expense data concerning
the subject property if applicable and similar properties in the market area. This is used
to estimate a net annual income of the subject property. This amount is then capitalized
to produce an indication of market value. The appraisers were provided detailed rental
data on the subject and several rental houses located within Ocean Hammock by our
client.

This is a special purpose assignment involving a newly adopted ordinance affecting
short-term vacation rentals. More specifically the ordinance restricts the maximum
number of occupants per rental therefore restricting potential income for such properties
as well as requiring both physical and regulatory requirements.

Subject Market Area

The subject area inciudes three separate but intertwined communities of Hammock
Beach Golf Resort; Cinnamon Beach and Ocean Hammock. These communities are a
mixture of single and multifamily developments. According to the legal brief, Ocean
Hammock was developed by entities controlled by Bobby Ginn for the purpose of a
destination vacation resort {o contain two 18-hole championship golf courses, single
family homes, condominiums, hotel, restaurants, spa, convention facilities and other
amenities.

The development was approved by Flagler County commission in January 2001. As
part of the approvals single family residences were to be allowed as short-term vacation
rentals.

Research

Research focused on market activity of free standing residential improvements located
within Ocean Hammock which are currently part of the vacation rental pool. For the
income analysis, we examined income and expense data provided for a variety of
properties over the past two years as well as future rental agreements.

Data was gathered from various sources, including public records, real estate and rental
company websites, active real estate professionals and local participants in the market.
Various public and private sources were used to find and confirm data on sales and
short-term rental rates, market conditions and the market appeal of the subject property.
Final value conclusions were drawn after a thorough analysis and recongciliation of the
available data.

Susan Fletcher conducted extensive research and analysis of the overall area,
comparable data, and the subject property. Richard Bass performed a thorough review
and analysis of all data collected. The ultimate opinions rendered herein are those of
Richard Bass.

File # 15-087- 11 Ocean Oaks Lane 4 September, 2015



BASS & ASSOCIATES, INC.

PROPERTY RIGHTS APPRAISED

The property rights being appraised consist of the fee simple interest. The appraiser
assumes no responsibility for matters of a legal nature affecting the property appraised
or its title; nor does the appraiser render any opinion as to the title, which is assumed to
be good and marketable. The rights appraised do not include any tangible personal
property.

Fee Simple is defined as follows:

‘Absolute ownership unencumbered by any other interest or estafe,
subject only to the limitations imposed by the governmental powers of
taxation, eminent domain, police power, and escheat”’

DEFINITIONS
Market Value is defined as follows:

"The most probable price which a property should bring in a competitive
and open market under all conditions requisite fo 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 are the
consummation of a sale as of a specified date and the passing of title from
seller to buyer under conditions whereby:

1. buyer and seller are typically motivated,

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

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

4 payment is made in terms of cash in U.S. dollars or in terms of

financial arrangements comparable thereto; and

5. the price represents the normal consideration for the property sold
unaffected by special or creative financing or sales concessions
granted by anyone associated with the sale.”

HISTORY OF SUBJECT

The subject last transferred between Mark and Brenda Voss to Eleven Ocean QOaks
LLC on December 28, 2012 in ccnsideration of $875,000 as recorded in Flagler County
Public Records as BK 1912 PG 1569.

Since this date the residence has been utilized as a short-term vacation rental which
can accommodate up to 18 guests. The home leases primarily on a weekly basis with
rates between $1,995 and $8,500 a week depending upon the time of year. In 2014 the
property leased for 41 weeks and to date there are 16 weeks leased for 2015,

' The Dictionary of Real Estate Appraisal, Appraisal Institute, Fifth Edition, 2010. Pg. 111
2 Interagency Appraisal and Evaluation Guidelines, federal Register, V. 75 No. 237, December 10, 2010

File # 15-087- 11 Ocean Oaks Lane 5 September, 2015
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PROPERTY OWNER NAME AND ADDRESS

According to public records of Flagler County, Florida, the recorded owner of the subject
property on February 19, 2015 was:

Eleven Ocean Oaks LLC
200 Executive Way #200
Ponte Vedra Beach, Florida 32082

ZONING DESIGNATION

The subject is located within a PUD; Planned Unit Development which is land under
unified control which is planned and developed as a whole in a single or programmed
series of operations with uses and structures substantially related to the character of the
entire deveiopment.

Density and development within a PUD must conform to the areas comp pfan.

Details regarding this zoning district can be found at the website
http://www.municode.com/library/FL.

FUTURE LAND USE DESIGNATION

The subject is identified within the Mixed Use-Low Intensity-Low/Medium Density
Residential. Permitted uses and intensity include 1.0 to 7.0 residential units per acre
which shall occupy a minimum of 15% and max of 70% of overall development area.

Retail and office shall occupy a minimum of 15% and max of 50% of development area.

ASSESSED VALUATION AND TAXES

The subject is identified within Flagler County by parcel identification numbers. For 2015
the assessed values are not released until September. We have projecied the assessed
value and property taxes for the subject utilizing tax comparables of other similar
houses in Ocean Hammock.

Parcel ID 2014 Assessed Value 2014 Taxes
04-11-31-3601-00000-0200 $730,464 $12,542.91

File #15-087- 11 Ocean Oaks Lane 6 September, 2015
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OCEAN HAMMOCK
TAX COMPARABLES

Address Year Size Land Improved Total $ISE
Built Assessment Assessment  Assessment —As\feissed
alue
17 Hammock 2012 4,119 $54,000 $424,933 $478,933 $116.27
Beach Pkwy GBA
16 Ocean Ridge 2004 6,117 $450,000 $649,824 $1,012,404 $165.50
Blvd North GBA
27 Ocean Ridge 2007 6,714 $450,000 $777,358 $1,128,297 $168.05
Bivd South GBA
21 Hammock 2007 7,455 $66,000 $841,970 $907,970 $121.79
Beach Pkwy GBA

The subject is located on Ocean Oaks Lane which backs up to a preserve area. The
residence is 6,714 square feet of gross building area situated on a 19,039+/- square
foot parcel. Based upon the properties location and assessment comparables above,
an assessed value per square foot for the subject is concluded to be $120.00/SF or
$805,680.

We base the projected property taxes upon the 2014 millage rate of 16.5782 to reach
an annual property tax expense of $13,357.

FLOOD ZONE

According to the site survey completed by East Coast Land Surveying, the subject is
located entirely within the “AE” flood district. This depicts special flood hazard areas
subject to inundation by the 1% annual chance flood with base elevations determined.
Community Panel 12035C 0127D, effective July 17, 2006.

File # 15-087- 11 Ocean Oaks Lane 7 September, 2015



BASS & ASSOCIATES, INC.

perate
gt

el
TETETETRY 103

e ,W.qu.m : ﬁwwﬁ.w

- e

i 2 Sk
o

A e
C
I Akt a4 sty i
S e
i 5

S

i

:
:
T

m.xm,m

Septemnber, 2015

File # 15-087- 11 Ocean Oaks Lane




BASS & ASSOCIATES, INC.

11 DCEAN- OMKE LN

T ORPLATTER o
T SURALED {7 ;EW agast .
’ 3 e & e
Say a2

rsamz‘#ﬁ’w

i

‘E‘?gﬁ 84 -

v 597 e

LOT
WIOED &

R T b

BN
kaz*w’ww 93’*” ;
F e

ﬁ%%?fr ?A§$ tANE‘
FW VARES

iy gt
s,

pao

P NOTESY Dt
¥ Uaacna:wn Yidelined, W e,

2. ‘Saded Hd Iafovemnts and il o Aot icepted,

FLR, Bpemanent Godrsh fang

a:‘m siishing . Bt Pl e Reis. sop
12‘6&&5« i’l?a, ﬂol:d UHIFOE, T, wnc:ﬂy
mnd iy AF D jegt fiend” fisy

QESCRIP“HQN'
LOT 20, MORTHSHORE PLAT 1, ACCURDING 'O THE PLAT THEREGF, AS' RECCROED N
AR BOCK 31, PAGE 8, OF THE PURLIC REGORDS OF FLAGLER COUNTY.. FLORIDA

&
WG

mgs “rafer: ln plat Yolwhs.
. “showh in pnmgmm: 45 Lé o i Evs
“gfipn gy -rmm FiguiY SiRATOE, N2 Tl
o raiog Yt el Joalnd ybss nowe. Copc: e B v

PREFARCD T 7 ' T EAGT BOAET LAND EURVEVING

1 CODLIDGE AWK - SUITE I ORMONP REACH. Fi 3217
FHQNE faue) &12—333{ FAY [349) gie-nem

ROSION B FIZAUB pewl gees RS

] T o FELO-GITiL WoRK OROLRT | |
i 03/29/08 04/2B/15 150503) A0S Vil
SKETCH W OMALT TR

TANTHORY SANZONE, FSMA uu%’

L A73NE

KOY: & BOUNGARY SufVEY o valich widhout 1 el i L spaf ot a Pisvida Livraved v 2ant A,

SUBJECT LOT SURVEY

File # 15-087- 11 Ocean Oaks Lane 9

September, 2015



BASS & ASSOCIATES, INC.

PROPERTY DESCRIPTION

SITE DESCRIPTION

lLocation: The subject site is located within Ocean Hammock gated
community in unincorporated Flagler County. Site address is 11
Ocean Oaks Lane, Palm Coast, Florida 32137.

Legal Description: Lot 20, Northshore Plat One, according to the plat thereof, recorded
in map book 31, page 87 through 89, of the public records of
Filagler County, Florida.

Area & Shape: The lot is slightly irregular in shape containing 19,039 square feet,
mol.

Access: The lot is accessible from Ocean Oaks Lane a private right of way
located within the gated Ocean Hammock community.

Drainage: The lot backs up to a preserve area and drainage appears to be
adequate for the neighborhood.

Utilities: County water and sewer, electrical power, telephone, and internet
service are readily available to the site.

Easements and
Encroachments:  The subject lot is assumed to have the typical utility easements
located onsite.

IMPROVEMENTS DESCRIPTION

The vertical improvements consist of a two story residence of 8,714 square feet (mol) of
gross building area and 5,798 square feet (mol) of net living area. The house was built
in 2008. The interior includes 8-bedrooms, 5.5 baths, living room, dining rcom, theater
room, game room, kitchen, laundry room and an elevator.

Additional amenities include exterior balconies, private swimming pool, spa, exterior
fireplace, summer kitchen and 3-car garage.

The overall Ocean Hammock Resort includes a clubhouse with a game room, fitness
center and café. Additional community swimming pooel, spa and children’s water
playground are available as well as several access ways to the beach.

File # 15-087- 11 Ocean Qaks Lane 10 September, 2015
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HIGHEST AND BEST USE

Highest and Best Use is defined by the Appraisal Institute in, The Appraisal of Real
Estate as follows:

The reasonably probable and legal use of vacant land or an improved
property that is physically possible, appropriately supported, and
financially feasible and that results in the highest value.®

Implied in this definition is that the determination of highest and best use takes into
account the contribution of a specific use to the community and community
development goals, as well as the benefits of that use to individual property owners.
Hence, in certain situations the highest and best use of land may be for parks, green
belts, preservation, conservation, wildlife habitats and the like.

TESTS OF HIGHEST AND BEST USE

In analyzing the Highest and Best Use of the subject property, a number of physically
possibie uses are considered. These physically possible uses are then analyzed in light
of the highest and best use tests of legality, financial feasibility and maximal productivity
of the property.

The tests of highest and best use are normally applied to a property both as if vacant
and ready for development and as currently improved. The scope of this assignment is
to render the market value of the subject property in its “as is” condition. Therefore, only
the highest and best use analysis as improved is considered applicable.

Highest and Best Use “As Improved”

Physically Possible

This home was constructed in 2008 and purchased in 2012 with the primarily
purpose of being utilized as a short-term vacation rental for multiple family
gatherings or large groups of people. The subjects’ interior can be used as is or
reconfigured to suit single family owner occupancy.

Legally Permissible
The subject residence is located within Cinnamon Beach of Ocean Hammock
and short-term vacation rentals are permitted.

Financially Feasibhle
The current improvements are configured with 8-bedrooms and 5.5 baths
permitting up to 18 guests for use by multiple families or large groups.

3 The Appraisal Of Real Estate. Fourteenth Edition, Appratisal Ipstitute, 2013

File # 15-087- 11 Ocean Oaks Lane 11 September, 2015
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The property was rented for 43 weeks is 2014 primarily on a weekly basis with
rates ranging from $1,995 to $8,500 per week depending upon time of year.
There are no restrictions pertaining to the length of time the house may be
rented. To date the property has 16 weeks leased for 2015.

Rental data provided for our analysis indicates there were 53 single family
properties located within Ocean Hammock Resort which were part of a short-
term rental program in 2014 and 54 homes in 2013. Short-term rental rates,
depending upon property size, occupancy and location, range anywhere from
$900 to $12,900 per week.

The pattern of sales over the past two years for these single family houses
appears to be a mix of owner occupants and investors. The option for an owner
in Ocean Hammock to rent their single family residence on a short term basis is
financially feasible.

Maximally Productive
The maximally productive use of the subject is for continued use of the existing
vertical improvements for short-term rental purposes with a minimum capacity of
(2) guests per bedroom.

HIGHEST AND BEST USE CONCLUSION
The highest and best use is continued use of the existing vertical improvements
for short-term rental purposes based on the improvements design.

File # 15-087- 11 Ocean Qaks Lane 12 September, 2015



BASS & ASSOCIATES, INC.

INCOME APPROACH
“BEFORE” CONDITION

The Income Approach relies upon the principle of anticipation; the price a purchaser
would pay today to receive a stream of future income. The appraiser begins by
conducting research and forming an opinion of the subject's potential for generating
income, as compared to the market for like kind properties. The conclusion of stabilized
net operating income (NOI) is then "capitalized" into a value indication. This represents
the most likely price an investor would pay in order to receive the indicated income.

The subject property was developed specifically for use as a short-term vacation rental
to be leased on a weekly basis to meet the needs/demands of the market. The weekly
rental rateffee varies depending upon the time of year.

In addition to the base rate, the renters are responsible for a cleaning fee of $495.00, a
non-refundable damage fee of $395.00, amenity/booking fee of $340.00+/-, and
applicable state and county taxes. The income generated by the subject in base rental
income for 2014 is provided below.

# Rental Dates of Stay Base Rental Amount
Weeks
1 1/9/2014-1/15/2014 $2,245
2 1/17/2014-1/23/2014 $2,245
3 1/25/2014-1/31/2014 $1,995
4 2/1/2014-2/7/2014 $1,995
5 2/8/2014-2/14/2014 $1,995
6 2/17/2014-2/23/2014 $4,000
7 3/1/2014-3/7/2014 $2,065
8 3/8/2014-3/14/2014 $4,500
9 3/15/2014-3/21/2014 $2,500
10 3/22/2014-3/28/2014 $5,400
11 3/29/2014-4/4/2014 $4,635
12 4/7/2014-4/11/2014 $1,546
13 4/12/12014-4/18/2014 $4,000
14 4/19/2014-4/25/2014 $3,150
15 5/3/2014-5/9/2014 $3,150
16 5M10/2014-5/16/2014 $3,450
17 5/31/2014-6/6/2014 $3,750
18 6/7/2014-6/13/2014 $4,050
19 6/14/2014-6/20/2014 $6.450
20 6/21/2014-6/27/2014 $8,028
21 6/28/2014-7/11/2014 $18,000
22 7/12/2014-7/18/2014 $7.400
23 7/19/2014-7/25/2014 $8,500
24 7/26/2014-8/1/2014 $5.000
25 8/2/2014-8/8/2014 $6,400
26 8/9/2014-8/15/2014 $5,950
27 8/16/2014-8/22/2014 $2,700
28 8/23/2014-8/29/2014 $3,150
29 8/30/2014-9/5/2014 $1,945
30 9/6/2014-9/12/2014 $2,13¢9
31 9/14/2014-9/20/2014 $2,025
32 9/25/2014-10/1/2014 $2,194
33 10/2/2014-10/4/2014 $2,650
34 10/11/2014-10/17/2014 $2,900
35 10/23/2014-10/25/2014 $2.950
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36 10/31/2014-11/6/2014 $2,589
37 11/7/2014-11/9/2014 $1,500
38 11/26/2014-12/2/2014 $3,983
39 12/3/2014-12/4/2014 $950

40 12/13/2014-12/19/2014 $2,248
41 12/20/2014-12/26/2014 $6,000
42 12/27/2014-1/2/2015 $2,700

Total Rental Amount 2014 $165,067 ($3,839/week)

Ocean Hammock Short Term Vacation Rentals

-In order to gage vacation rental income for the subject as of the effective date of value,
we have investigated the Ocean Hammock community for other short-term rentals. The
rent comparables are appropriate for the age, condition, size and occupancy.

Rental Rental Size Occupancy Rental Rates # Weeks Gross Annual
Address Rented 2014 Rental Income
2014

536 Cinnamon 8 Bed/8.5 Bath 18 $4,000-35,250 40 Weeks $234,247
Beach Lane Oceanfront $5,856/wk

108 Ocean 7 Bed/7 Bath 16 $1,400-%7,600 42 Weeks $154,966
Way North Partial Ocean $3,690/wk)
28 Hammock 7 Bed/5.5 Bath 16 $1,400-$7,000 32 Weeks $114,711
Beach Circle {Golf Course $3,585/wk

501 Cinnamon 6 Bed/4.5 Bath 14 $1,345-37,000 33 Weeks $109,870
Beach Lane Partial Ocean $3,329/wk

Rental Address Weeks Reserved 2015 To Date Projected Rental Income
2015

108 Ocean Way North 17 Weeks

28 Hammock Beach Circle

- ==
501 Cinnamon Beach Lane 21 Weeks $80,103
(53 814/wk)

86 week avg:
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Projected Short Term Rental Income

In order to project the rental income for the subject we look at the historical rental
information of the subject as well as similar short-term rentals within Ocean Hammock.
For 2014 the average weekly rental rate for the subject was $3,840. This is slightly
lower than the average weekly rate of the four comparable properties. 536 Cinnamon
Beach has beach front views indicating higher weekly rental rates.

The projected gross income for the subject as a short-term rental is on average $4,000
per week for 52 possible rental weeks or $208,000. This projected gross income is
slightly lower than the historical average even though the overall U.S. economy is
gaining strength; we err on the side of caution.

Vacancy Losses
The number of weeks within a given year which the subject will be rented is expected to
vary. We have based vacancy loses on the number of weeks rented from the previous
year of the subject and comparable rentals. In 2014 the subject was rented for 43
weeks for a vacancy of 17%.

Looking at the occupancy of the subject and four rental comparables utilized, the
properties have vacancy rates for 2014 between 17% and 37%.

We project average rental occupancy for the subject to be 35 weeks which reflects a
33% vacancy rate. Multiplying $208,000 X .33% renders a vacancy loss of $68,640 or
an effective gross rental income for the subject of $139,360.

Expenses

The final step in estimating the subject's Net Rental Income requires consideration for,
and deduction of, applicable expenses associated with maintaining the house as a
rental.

These expenses include property management fees, property taxes, homeowner
insurance, professional services, repairs/maintenance of the property, utility costs, HOA
fees of the resort community, advertising and supplies. The appraiser examined profit
and loss statements for the prior year of the effective value date in order to estimate
future expenses for the subject rental.
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11 OCEAN OAKS LANE
PRO FORMA (2015)

“BEFORE”
Potential Gross Rental Income $208,000
Vacancy Loss (33%) $ 68,640
Effective Gross Rental Income $139,360
Expenses
Property Management (20% of EGRI) $27,872
Real Estate Taxes (Est. 2015) $13,357
Homeowners Insurance (Actual)* $ 1,550
Property Repair/Maintenance (10% of EGRI) $13,936
Utilities (7% EGRI) $ 9,755
Association Fees ($400/mo) $ 4,800
Legal/Professional (2% of EGRI) $ 2,787
Advertising /Misc. (1% of EGRI) $ 1,394
Supplies (1% of EGRI) $ 1.394
Total Expenses (55% expense ratio) ($76,845)
Net Operating Rental iIncome $62,515

* It is noted that the current insurance policy does not include windstorm coverage which reduces the
annual premium significantly.
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Capitalization Rate

The final step in the Income Approach is to "capitalize" the net operating rental income
to an estimate of present worth or value of the property being analyzed. There are
several methodologies which can be employed. When market data allows, a reliable
overall capitalization rate can be extrapolated from sales activity from within the
marketplace.

Sale Price NORI Est. Cap Rate
29 Oak Circle $566,000 $43,570 7.70%
14 Cypresswood Dr. $670,000 $44,090 6.58%
28 Hammock Beach $825,000 $73,368 8.89%
39 Ocean Ridge Blvd $900,000 $65,313 7.26%
List Price NORI Est. Cap Rate
36 Ocean Ridge Blvd. $1,745,000 $136,135 7.80%
536 Cinnamon Beach $1,745,000 $253,997 14.56%
44 Sandpiper Lane $890,000 $ 86,628 9.73%

Estimating the Capitalization Rate

Direct Capitalization applies a market-derived rate reflecting investor risk assumptions.
Net Operating Rental Income is divided by this capitalization rate to arrive at a value
indication.

Published reports indicate that real estate investors can expect on average 6% to 8%
retumms on single family rentals in Florida. Some market areas provide better
opportunities than others such as Miami. A 7.5% cap rate is projected for the subject
property.

INCOME VALUE INDICATION
“BEFORE” CONDITION

The final step in estimating a value via the Income Approach is the application of the
rate to the estimated NORI. Dividing the Net Operating Rental income of $62,515
divided by .075 renders an estimated value for the subject property via the Income
Approach of $833,533 rounded to:

EIGHT HUNDRED THIRTY FIVE THOUSAND DOLLARS
$835,000
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INCOME APPROACH
“AFTER” CONDITION

One of the restrictions of Ordinance 2015-02 involves the maximum occupancy of short
term vacation rentals located throughout Flagler County. As directly relating to the

subject property the restriction reads:

Any PUD development or specific portion thereof developed as a single or
two-family neighborhood, the maximum occupancy shall be limited to ten

(10) occupants per short-term vacation rental unit.

A list was compiled breaking down the single family short-term vacation rentals located

in Ocean Hammock by bedroom count and current occupancy.

The first table illustrates the actual 2014 gross income of rentals which have six (6)

bedrooms and currently permit 14 occupants.

Address Gross Rental # Weeks Rented Weekly Rate
Income
36 Ocean Ridge N $136,135 35 $3,890
23 Ocean Ridge N 397,215 30 $3,241
34 Hammock Beach $196,786 36 $5,466
1 Ocean Ridge N $137 476 45 $3,055
501 Cinnamon Beach $109,870 33 $3,329
Lane
6 Bedroom Rental $3,796

The second table represents the actual 2014 gross income of rentals which have five

(5) bedrooms and currently permit 12 occupants.

Address Gross Rental # Weeks Rented Weekly Rate
Income

15 Ocean Ridge $147,850 35 $4,223
7 Northshore Drive $65,588 26 $2,523
30 Sandpiper Lane $14,416 10 $1.442
20 Las Palmas $85.,178 45 $1,893
26 Sandpiper $43,437 21 $2,068
30 Hammock Beach $64 776 30 $2,160
51 Hammock Beach $74,014 25 $2,960
101 Ocean Way $53,2680 21 $2,536
20 Cinnamon Beach Way $56,661 43 $1,318
5 Bedroom Rental $2,347
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The third table represents the actual 2014 gross income of rentals which have four (4)
bedrooms and currently permit 10 occupants.

Address Gross Rental # Weeks Rented Weekly Rate
Income

31 Sandpiper $29,249 12 $2,437

24 Sandpiper $43,826 30 $1,461

44 Sandpiper $86,628 36 $2,406

22 Sandpiper $33,646 29 $1,160

3 Cypresswood $47,488 26 $1,826

66 Oakview Circle $47,730 23 $2,075

29 Hammock Beach $54,855 31 $1,770

22 Cinnamon Beach $83,551 41 $2,038
Place

552 Cinnamon Beach $79,389 40 $1,985
Lane

106 Ocean Way N $45,941 27 $1,702

103 Ocean Way N $47 852 35 $1,367

23 Cinnamon Beach $70,209 36 $1,950
Way

12 Cinnamon Beach $81,225 35 $2,321
Way

18 Blue Heron $42,154 32 $1.317

39 Ocean Ridge S $109,856 34 $3,231

4 Bedroom Rental $1,936

Projected Short-Term Rental Income “After”

In order to project the future rental income for the subject in the “after” condition we look
at the annual income of short-term rentals within Ocean Hammock which permit 10 to
14 occupants. Three tables were complied to indicate as the number of rentals
increases the number of bedrooms/permitted occupancy decreases. Also, as shown
over the three tables, as the availability of rentals increases the average weekly rate
decreases.

Ordinance 2015-02 restricts the subject property, which was able to accommodate up to
(18) guests, to a maximum occupancy of (10) guests. While there is a vesting provision
for the current owner of the property, our understanding is that vesting is not
transferrable if the property is sold. So a buyer looking at this property as a potential
rental investment would only be permitted to utilize it for maximum of (10) guests. This
then creates a functional obsolescence which would need to be cured.

A renter in the market to lease a vacation home in Ocean Hammock for 10 occupants
would look for homes with between four and six bedrooms.

The specific weekly income for each of the residences varies depending upon amenities
offered and lot location. Choosing the rentals which most closely resemble the subject
as to amenities offered (pool/spa, etcetera) the potential gross income for the subject
with @ maximum occupancy of (10) guests is projected to average $3,500 per week for
52 possible rental weeks or $182,000.
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Vacancy Losses “After”

The number of weeks within a given year the subject will be rented is expected to vary.
As the subject is restricted to a maximum of (10) occupants in the “after” situation the
property will be competing with a much larger pool of potential rental properties which
can accommodate up to (10) guests. Looking at annual guest stays of 4 to 6-bedroom
comparables a vacancy rate of 13% to 76% is indicated. These vacancy rates do not
consider occupancy by the owners. As an example, 31 Sandpiper was occupied for
eight weeks by the owners.

We project the subject wiil average between 30 and 32 weekly guest stays per year for
a 38% vacancy rate. Multiplying $182,000 X .38% renders a vacancy loss of $69,160 or
an effective gross rental income for the subject of $112,840.

Expenses

The final step in estimating the subject's Net Rental Income requires consideration for
and deduction of applicable expenses associated with maintaining the house as a
rental.

These expenses include property management fees, property taxes, homeowner
insurance, professional services, repairs/maintenance of the property, utility costs, HOA
fees of the resort community, advertising and supplies.
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I OCEAN OAKS LANE

PRO FORMA (2015)
“AFTER” CONDITION

Potential Gross Rental Income

Vacancy Loss (38%)

Effective Gross Rental Income

Expenses

Property Management (20% of EGRI)

Real Estate Taxes (Est. 2015)
Homeowners Insurance (Actual)*
Property Repair/Maintenance (10% of EGRI)

Utilities (7% EGRI)

Association Fees ($400/mo)
Legal/Professional (2% of EGRI)
Advertising /Misc. (1% of EGRI)

Supplies (1% of EGRI)

Total Expenses (58% expense ratio)

Net Operating Rental Income

$182,000

$ 69,160
$112,840

$22,568
$13,357
$ 1,550
$11,284
$ 7,900
$ 4,800
$ 2,257
$ 1,128
$ 1,128

($65,972)

$ 46,868

* 1t is noted that the current insurance policy does not include windstorm coverage which reduces the

annual premium significantly.

Capitalization Rate

The final step in the Income Approach is to "capitalize” the net operating rental income
to an estimate of present worth or value of the property being analyzed. There are
several methodologies which can be employed. When market data allows, a reliable
overall capitalization rate can be extrapolated from sales activity from within the

marketplace.

29 Qak Circle

14 Cypresswood Dr.
28 Hammock Beach
39 Ocean Ridge Blvd

36 Ocean Ridge Blvd.
North

536 Cinnamon Beach
Lane

44 Sandpiper Lane

Sale Price
$566,000
$670,000
$825,000
$900,000

List Price
$1,745 000

$1,745,000
$890,000

2013 NORI Est. Cap Rate
$43,570 7.70%

$44 090 6.58%
$73,368 8.89%
$65,313 7.26%

2014 NOR| Est. Cap Rate
$136,135 7.80%
$253,997 14.56%
$86,628 9.73%
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Estimating the Capitalization Rate
Direct Capitalization applies a market-derived rate reflecting investor risk assumptions.
Net Operating Income is divided by this capitalization rate