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EXECUTIVE SUMMARY OF CITY VILLA
A NEW URBAN NEIGHBORHOOD

PROJECT DESCRIPTION

City Villa is a 22.26 acre high density development in the City of Bremerton, WA. Smart Growth
principles will be implemented to meet the requirements of the zoning code for the land in this
section of the city. The project is able to contain a maximum of 330 residential units and 80,000
square feet of commercial space. Total project costs are estimated to be $57.4 million with a
gross sell-value of $101.1 million. The residential units are planned to include condominiums and
apartments in several buildings, brownstone style row houses, and a small number of single
family detached homes. The commercial space is planned for seven buildings in the center of the
neighborhood; each building having a 6,000 SF footprint. Retail, restaurants and neighborhood
commercial spaces are planned for the ground floor facing the main street, with offices on the
second floor. Urban condos are planned for the 3" and possible 4" floors.

WEB SITE

The web site for City Villa can be viewed at www.GoCityVilla.com/pdf. Graphics of the current
project design, as well as this business plan, are available at this site.

CURRENT PROJECT STATUS

City Villa is within the “Wheaton Riddell District Center” of the City of Bremerton’s zoning code.
The entire District encompasses 106 acres, is crossed by Wheaton Way, and bound by Riddell
Road on the northern edge. Wheaton Way carries 40,000 vehicles per day. The City of
Bremerton and Washington State Department of Transportation foresee placing a new stop light
on Wheaton Way in the middle of the district. City Villa is within the residential portion of the
District and is on the western edge. The main commercial street of City Villa will align closely
with the new stop light on Wheaton Way.

The land for City Villa is currently zoned R-15 (fifteen residential units/acre). Eberharter Architects
Inc. (EAI) led the design process for the district-wide schematic master plan and the City of
Bremerton allowed EAI to write the zoning code for City Villa. The code includes both commercial
and residential zoning. The Sub Area zoning plan of City Villa has been completed and was
submitted to the City Council for approval in midsummer of 2007. Approval was received effective
October 18, 2007. Site work drawings and building plans are being prepared to obtain
construction permits. The City of Bremerton has also approved by ordinance a property tax
abatement covering the next 8 years.

CONSTRUCTION OF THE NORTH WHEATON APARTMENTS

Construction is planned in two phases on two separate lots over a 1 to 2 year period, starting in
2008. Plat recording for the entire 22 acre property is underway and will be completed prior to
construction permits for the first buildings. The Phase One of Section A (see page 25 for Section
Map) will consist of three apartment buildings of 27 units at the northern entry adjacent to Riddell
Road. Construction is projected to start late 2008 and take approximately 4 months. This Phase
is expected to cost $1.9 million to build all 27 apartment units and associated site-work. Using a
7.5% Cap Rate, this completed Phase is projected to be worth $2.85 million when complete.
The sale of this apartment property is expected to occur within 1 year since the vacancy rate is
3% in this area of Kitsap County, and there are interested parties who have approached the
developer seeking to buy completed apartment properties. Thereafter, future phases are planned
to begin depending on the then current market absorption rate. (Please see Attachments B-1 and
B-2 for proforma costs)
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LAND COSTS

A $500,000 down payment for then entire property was paid in early June, 2007. The purchase
price for 19.67 acres of this project (Lot Two) was $3,455,179 ($4/sf). The balance of
approximately $3 million is carried by a Seller contract at Prime plus %%, interest only payments,
with a 10 year term. Two adjacent parcels totaling 2.59 acres (Lot One) were purchased in mid
2006 for $653,000 with a $195,000 down payment. Seller terms for the balance are principal and
interest monthly payments at a 7% rate, with a balloon payment of $421,303 due July 2011.

PROJECT COSTS AND VALUE

Funding for some design costs and most of the construction costs is expected to be secured from
direct commercial construction lenders. Funding may also include a joint venture partner, with a
preferred return and profit sharing. Please see Attachment B-1 for costs associated with Phase
One, and Attachement B-2 for costs and values for the entire City Villa project. The total project
cost covering land, design, soft costs and construction, assuming all buildings are build by
developer, is estimated to be $57.4 million. The estimated total project sales value of all
completed buildings and homes is $101 million, giving a projected gross profit of $43.6 million.
The future net profit will include subtraction of loan interest costs, taxes and sales fees.

An appraisal by Greenleaf Valuation Group, Seattle, was based on the expected saleable land of
Lot Two shown in Attachment F. The current value of the land with zoning entitlements for the
19.67 acre of the project (Lot Two) is $4,380,000, as described Attachment G, with a total as is
value of approximately $5,000,000 for the entire site.

PROJECT EQUITY

As of September 2007, over $2,500,000 has been invested in this project. The breakdown is as
follows:

1. Down payment on 2.59 acre Lot One; $195,000
2. Land payments and taxes on Lot One; $ 28,469
3. Option payments for 19.67 acre Lot Two; $ 77,000
4, 2™ Mortgage to purchase land; $1,380,000
5. Design and engineering fees; $650,000
6. Miscellaneous costs and fees; $170,000

Other land holding costs:

2007 Taxes on Lot Two, paid twice per year; $15,855 (April and October)
Principal and interest payments on Lot One; $ 3,166 (per month)
2007 Taxes on Lot One paid twice per year; $ 3,085 (April and October)

Principal and interest payments on 1st Mortgage; $15,000
Principal and interest payments on 2" Mortgage; $200,000 (Prepaid with loan)

agrwNE

COMPANY DESCRIPTION

City Villa LLC is a Washington Limited Liability Company formed in 2005. The sole purpose of
the company is to own and develop the land parcels in Bremerton, Washington for the City Villa
project. Paul J. Eberharter is the founder and managing member. The company plans to
conduct business from 11003 NE California Street, Kingston, WA 98346. City Villa LLC will
operate by contracting professional services to, design, manage, construct, and sell the buildings
and homes. A separate funding company, Nor'west Urban Solutions — City Villa Fund LLC, has
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been formed to provide debt financing from investors through the sale of Private Placement
Securities.

SITE LOCATION

The land parcels for the project are located in Bremerton, WA southwest of the intersection of
Wheaton Way (SR-303) and Riddell Road. The project is envisioned to be a mixed-use
neighborhood with 80,000 square feet of retail and commercial space surrounding a central plaza
and low-rise residential units on the edges.

Please see Attachment A for a view of the proposed site plan.

GREEN & SUSTAINABLE DESIGN AND CONSTRUCTION

Green and Sustainable Defined

The primary goal of sustainable design is to lessen the harm poorly designed buildings cause
by using the best of ancient building approaches in logical combination with the best of new
technological advances. Its ultimate goal is to make possible offices, homes, even entire
subdivisions, that are net producers of energy, food, clean water and air, beauty, and healthy
human and biological communities. ... Applying that idea to construction yields a checklist of
criteria that a sustainable building should meet. Ideally, such a building would:

make appropriate use of the land

use water, energy, lumber, and other resources efficiently

enhance human health

strengthen local economies and communities

conserve plants, animals, endangered species, and natural habitats
protect agricultural, cultural, and archaeological resources

be nice to live in

be economical to build and operate.

Quoted from A Primer on Sustainable Building, Rocky Mountain Institute

Green and Sustainability in City Villa

The proposed City Villa project will contain many environmentally friendly design and
construction techniques. A major element is the green streets; these are narrow pedestrian
alleys that will collect clean roof water in shallow landscaped swales and allow it to absorb
into the ground. Street storm water and overflow roof water will be directed to underground
detention tanks that recharge the local aquifer. Other Green elements are:

Re-using existing vacant urban land for a new traditional neighborhood
Providing a mix of residential and commercial

Housing units range in size and type to provide a look of lived-in and built over time
Counting street parking into the overall parking requirements

Eliminating parking lots and creating an enjoyable sidewalk experience
Landscaped streets and walking parks

Pocket parks though out the project

Traffic calming street design

Under-building parking

Public gathering amenities; amphitheater, fountains, closeable streets for fairs.
Bus Rapid Transit stops on site

Flex-Car use for residents
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Roof overhangs to reduce weather damage to walls and increase the life of the
buildings

No wood stoves in units

Street parking encourages walking to destination

Efficient appliances

Specified use of non-toxic construction materials

Recycling building materials

Front porches to encourage resident interaction

Small scale office spaces are allowed in most residential units

Directors and Officers insurance to reduce the pressure for defensive lawsuits
Streets will be transferred to the City upon completion

A defined commercial center of the neighborhood designed as a destination

Through these processes and design elements, we expect to achieve a high level of LEED
certification both at the building level and at the neighborhood level.

ECONOMICS

Project Value

The proposed City Villa project reflects the potential development of 330 residential units and
80,000 square feet of retail and office space. The commercial space may be sold as
condominium commercial space at an average number of 4 suites per building.

An estimated building construction cost of $124 per square foot is used to develop the
building construction cost estimate of $56.3 million dollars. Total project costs are estimated
at $105 million dollars

Site construction costs for streets, parks, public amenities and utilities are estimated to be
$9,000,000 over a 5 year construction period

Design and engineering costs are estimated to be $9,710,000 over the 6 years of design and
construction.

An estimated square foot sales price average of $265 times 453,585 square feet of gross
floor area is used to develop the gross project sales estimate of $120.2 million dollars.
Property Value

Based on raw land with a paper plat approval analysis and a commercial mixed use market
study for the subject area performed by Greenleaf Valuation, Inc. on January 22 and 23,

2007 the “as-is” market value of the saleable land is estimated to be $12.47 per square foot.

Based on this information, the “as-is” market value of the entire project property, Lots One
and Two, is expected to be over $5,000,000.

Funding Requirements

Funding is necessary to continue land payments and fund site planning costs for platting and
permit approval of the 22.26 acre site, referred to as City Villa.

Initial funding of $1.38 million to secure the land took place in June 2007, with a loan from
Mike Mastro, a real estate developer in Seattle.
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The source of repayment of funding is the sales proceeds from finished lots and/or
completed construction.

Please see Attachment B for the project pro forma.

MARKETING STRATEGY

City Villa is taking advantage of several converging economic and societal movements to create a
new urban neighborhood that proposes strong value to investors, and future tenants and owners.
As explained below in the “Marketplace” section, City Villa strives to meet work-force housing
market demands for smaller living spaces in a compact mixed-use neighborhood.

The company intends to use professional leasing and marketing agents to lease up the
commercial and multi-family units.

MLS listings and real estate agents will be sought to sell the finished lots or completed apartment
buildings, residential condominiums, single family units and commercial condominiums.

INVOLVED PARTIES OVERVIEW

Paul J. Eberharter, City Villa Managing Member :

Paul J. Eberharter founded City Villa LLC and is the managing member. Paul, as managing
member, controls 95% equity ownership of the project. He expects to sell most of this equity
to fund the project.

Paul J. Eberharter, owner and Principal Architect of Eberharter Architects, Inc., obtained both
bachelor and master degrees in Architecture from the University of Washington. Paul has
been actively working in the architecture and construction fields since 1979.

Paul worked his way through school by running his own design/build construction company,
All Wood Construction. His firm, Eberharter Architects Inc., started in 2000 on Bainbridge
Island, has been located in Kingston since 2004.

Professional Background

Education
Masters of Architecture,
University of Washington 1993

Bachelor of Arts in Architecture,
University of Washington 1986

Curriculum Vitae
2000 to Present
Principal, Eberharter Architects
2005 Nor'west Properties
Managing Member
2006 Milestone Beneficial
Managing Member
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1998-2000
Staff Architect, Reijnen Company,
Bainbridge Island, WA

1993-1998

Staff Architect

The Johnston Associates
Bainbridge Island, WA

1992-1993
Bazemore Associates, Seattle, WA

1991-1992
Intern Architect, Mithun Partners,
Seattle, WA

1988-1990
Intern Architect, Millard Davidson
Architects, Bainbridge Island, WA
1979-1988
Involved in residential construction and design work. Employed as a foreman
carpenter for four years by a local general contractor. Started All Wood
Construction Co.
Codes and Licensure

Licensed Architect in WA since 1996
License number: 6896

Federal EIN: 37-146-3249

UBI: 602 287 756

Nor'west Urban Solutions LLC: Managing Developer

Description of Business

Founded in 2007, Nor'west Urban Solutions LLC is developing seven real estate projects
designed to create green and sustainable new homes and commercial buildings in Kitsap County,
Washington. Each project was initiated by Paul Eberharter. Additional projects are contemplated.
Mr. Eberharter controls Nor'west Urban Solutions LLC. Its web site is www.NorwestUrban.com.
Nor'west Urban Solutions’ focus is on urban infill and new urban neighborhood development in
Kitsap County. It is positioned to take advantage of the new urbanism market trend, as well as
opportunities provided by Washington's Growth Management Act. The Act requires cities and
counties to encourage urban infill development.

Each of Nor'west Urban Solutions’ real estate projects is scheduled to have its own private
offering from which funds will be used for land acquisitions and project pre-development costs.
Nor'west Urban Solutions’ projects have a double bottom line investment focus; to create green
and sustainable high quality design mixed-use neighborhoods and commercial space that will be
very competitive in the market, resulting in high returns for investors.
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Nor'west Urban Solutions LLC conducts business at 11003 NE California Street, Kingston, WA
98346.

Social and Environmental Impact

Reducing urban sprawl and creating sustainable green development are the driving social goals
behind the funds managed by Nor'west Urban Solutions LLC. Architecture and construction are
part of a highly regulated real estate development industry that often does not meet the long term
needs of our complex society. By following the intent of the Washington State Growth
Management Act, and the tenets of new urbanism, we will strive to create sustainable middle
market mixed-use homes and commercial buildings.

The Market

The rising population and traffic congestion of King and Pierce County metro areas are causing
eyes to be cast on Kitsap County as a better living alternative. With two bridges linking it to
Tacoma, and three auto-ferry routes providing regular service to Seattle, twenty percent of Kitsap
County’s working population has chosen to commute. Locally, the other eighty percent have
created a strong economy through military, service, manufacturing, and construction jobs.

The middle-income market is the largest in residential real estate with a strong and growing
demand for mixed-use living space near secondary urban centers. Demographics show that
shrinking household sizes and aging baby-boomers are creating a need for low maintenance
living. This middle-income market is being bypassed by larger developers who concentrate on
upper level market projects in the larger urban centers of Seattle and Bellevue. In Nor'west Urban
Solution’s market, competition is limited to other development companies that create spec
housing and commercial space; most of these are not creating green urban infill.

Nor'west Urban Solutions. Staff:

Name Position
Paul Eberharter | CEO

Scott Murdock | VP of Project Management

Bruce Youngberg | Financial Coordinator & Bookkeeping

Nor'west Properties LLC Member:

Nor'west Properties LLC is owned by investors who have funded Paul Eberharter’s real estate
projects. Paul Eberharter owns approximately 1% of the limited liability company. Nor'west
Properties LLC raised funds from investors which it invested in various Nor'west Urban Solutions
LLC (Paul Eberharter) projects. As of the date of this private placement memorandum, it invested
$219,662 in Series Il Secured Debt Units of the City Villa project. These Units are not counted as
part of the amount to be raised in this offering.

Nor'west Properties LLC conducts business at 11003 NE California Street, Kingston, WA 98346.

Milestone Beneficial LLC Lender:

Milestone Beneficial is a real estate financing company created in March of 2006, also by Paul
Eberharter, as a hard money lender securing its loans with deeds of trust to each project.
Milestone Beneficial conducts business at 11003 NE California Street, Kingston, WA 98346.
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Specifically, Milestone Beneficial has supported the efforts of Nor'west Properties LLC to create
new urban infill buildings and mixed-use neighborhoods. Milestone is not actively raising further
funds, but will continue in existence until its loans are paid in full. Milestone raised over
$2,000,000 in 2006.

Milestone Beneficial LLC has made loans to City Villa LLC in the amount of $700,000 for sub
area planning, design, and engineering along with land option payments. Milestone has also
made loans to Nor'west Properties LLC in the amount of $193,000 for the land purchase of Lot

One.

SECURITY

Secured financing plan is as follows:

PN PRE

PROJECT TEAM

Deed of Trust on 19.67 acres of land purchase for City Villa LLC.

Deed of Trust on 2.59 acres of adjacent land provided by Nor'west Properties.
Equity units in City Villa LLC.

Debt units in Nor'west Urban Solutions — City Villa Fund 1 LLC.

City Villa LLC has assembled a team of professionals in the design and construction of real

estate.

Architect

Project Management
Civil Engineering
Structural Engineering
Surveying

Soils Engineer
Landscape Architect
Environmental

Insurance
Interior/Exterior Designer
Grant Writer

Public Process

Market Info (Residential)
Market Info (Commercial)
Legal

Traffic Engineer

Real Estate Sales

Eberharter Architects, Inc.
Nor'west Urban Solutions LLC
Bannon Engineering, Inc.
Edward Jonson, PE

AES Consultants, Inc
GeoResources LLC

The Larson Casteel Company
The O’Brien Company

Edgren, Hecker & Lemmon Insurance
Lydia Huffman

Kathleen Byrne-Barrantes

Jones & Stokes Associates

New Home Trends

Greenleaf Valuation

Gerald Kearney & John Tollefsen
Greg Heath

Helene Dahlander, Realtor
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Architect

Eberharter Architects, Inc. is an architectural firm with experience in commercial design,
custom homes, assisted living facilities, health club facilities, professional offices,
recreational projects, multi-family housing and mixed use high-density buildings. Eberharter
Architects designs traditional, transitional and contemporary architecture using forms and
materials that respond to the site and project context.

A professional staff carefully manages each project; tailoring the scope of every project in
order to realize the character of each design to enhance the project’s architectural value
within the available resources. Paul is assisted by his staff of Architects and Project
Managers in his office. The Eberharter Architects, Inc. website is www.eb-arch.com.

Eberharter Architects has the experience, talent and knowledge necessary to create
successful public and private architecture.

Eberharter Architects, Inc. Staff:

Name Position

Paul Eberharter | President and Chief Design Architect

Gary Madison | Architect

Wayne Lingbloom | Technical Designer

Project Management
Nor'west Urban Solutions LLC
PO Box 1862

11003 NE California Street
Kingston WA 98346

(360) 297-5955

Civil Engineering
Bannon Engineering
237 Brixton PI NW
Poulsbo, WA 98370
(360) 598-1501

Surveying

AES Consultants, Inc.

Land Surveyors

3472 NW Lowell St
Silverdale, WA 98383-9120
(360) 692-6400

Soils Engineering
GeoResources LLC

5007 Pacific Hwy E, Suite 20
Fife, WA 98424-2649
253-896-1011
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Landscape Architect

The Larson Casteel Company is a landscape architecture firm in Kingston, Washington. They
specialize in critical area designs, mitigation and restoration plans, master plans, and park
design. Their experience includes commercial, public and residential designs. Over the past
20 years, they have developed commercial, residential, and restoration/ mitigation designs for
both national and international clientele.

26050 lllinois Avenue

Kingston, WA 98346

(360) 297-2444

Environmental Consultant

O®rien & Company provides expertise in both the process and practice required to create a
successful green building project. We strive to build upon the existing expertise of the design
and construction team to produce a winning project. Our services start with sustainability goal
setting and planning, continue through implementation, and end with educating building
occupants on how to operate the building sustainably.

O’Brien & Company

811 First Avenue, Suite 380

Seattle WA 98104

(206) 621-8626

Insurance

Edgren, Hecker & Lemmon Insurance
P.O. Box 986

227 NW Lindvig Way

Poulsbo, WA 98370

(360) 779-4448

Interior Design
Lydia Huffman

LH Design, Seattle
(206) 650-4360

Grant Writer

Kathleen Brynes-Barrantes, owner of Grant-Solutions, is a local writer, grant-writer and
environmentalist.

17212 Lemolo Shore Dr. NE

Poulsbo, WA 98370

(360) 697-5815

Public Process

Jones & Stokes Associates (Meg O’Leary)

An employee-owned company, Jones & Stokes is the consultant of choice throughout the
West for integrated environmental, transportation, and community planning and natural
resources management services.

Founded in 1970, shortly after the National Environmental Policy Act (NEPA) and the
California Environmental Quality Act (CEQA) were enacted, Jones and Stokes Associates
quickly positioned themselves as industry leaders by providing clients with scientifically
accurate, innovative, and practical solutions to their environmental challenges.

11820 Northup Way / Suite E300

Bellevue, WA 98005

425-822-1077
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New Home Trends
New Home Trends is a leading residential market research company in Mill Creek, WA. They
track sales, floor plans, lot sizes, amenities, square footages, selling prices, construction start
dates, hearing results, prices, buyer preferences — anything and everything having to do with
the residential building industry. They use this data and their market expertise to help clients
make critical decisions about product design, marketing strategies, pricing, and timing. Their
experience, vision, and understanding of the marketplace allow them to provide both
guantitative and qualitative reports and make realistic recommendations to their clients.

Their City Villa report is available on line at www.GoCityVilla.com/pdf
16504 9th Ave SE
Mill Creek, WA 98012-6388
(425) 742-8040

Greenleaf Valuation

Greenleaf Valuation Group, Inc. (Jim Greenleaf) specializes in the appraisal of commercial
real estate in the Puget Sound region. They offer professional, practical experience combined
with a rigorous academic background and the technical competence to address current real
estate issues; comprehensive, objective research and analysis with concise and
understandable reporting of today® complex real estate problems and opportunities; prompt,
effective response to the client® need for answers in today® fast-paced market.

600 University St., Suite 310

Seattle, WA 98101-4196

Phone: 206-621-0504

Legal (land use and contracts)
Gerald Kearney, PS

11227 St Hwy 104 NE

P.O. Box 1314

Kingston, WA 98346

(360) 297-8500

Legal (securities documents)
John Tollefsen

Tollefsen Law Office PLLC
18225 8th Place West
Lynnwood WA 98037-4901
(425) 673-0300

Traffic Engineer
Heath and Associates
2214 Tacoma Rd
Puyallup, WA 98371
(253) 770-1401

Real Estate Sales

Helene Dahlander, Realtor and Broker
Prudential NW Real Estate

400 Winslow Way Suite 120

(206) 842-6661
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PROPERTY INFORMATION

The subject property address is 1119 NE Riddell Rd, Bremerton, WA 98310, located within the

Bremerton City limits approximately 3.5 mi
Way (SR-303), and south of Riddell Road.

iles north of downtown Bremerton, west of Wheaton

It sits on the west side of the Wheaton-Riddell District

Center. Please see the vicinity maps below.

Location Map
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The City Villa site is west of Wheaton Way and

South of Riddell Rd., inside the Bremerton City Limits.
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Business Plan for City Villa LLC

HISTORICAL USE

The historical use of the subject property has been agriculture, sand and gravel mining, and
topsoil manufacturing.

SURROUNDING PROPERTIES

The subject property borders Riddell Road to the north, Wheaton Way (SR-303) to the east,
E Broad Street and NE Roswell Drive to the south, and David Drive to the west. The subject
property is generally surrounded by single-family residential and commercial properties.

Land uses immediately surrounding the project include existing residential development to the

west and south, existing commercial use to the east and north, and vacant acreage on adjacent
parcels at the north end.

SITE DESCRIPTION

Topography / Drainage

The central area of the site is mostly flat. The western edge retains the historical topography
that generally slopes down to the south and east. The western portion of the site consists of
the former working face of an old sand and gravel pit, while the eastern portion of the site is
generally at grade with adjacent properties. Provisions to control and manage all site
drainage are part of the civil design. The soil is predominately compact sand and provides
good drainage.

Please see topography image on Attachment C.
Frontage / Access

Access for the project site is provided via public road frontage and easements at the following
locations:
From Riddell Road, along the 400 feet of property frontage
From Riddell Road, along an established easement running along the east side of
the site.

From Wheaton Way, along the south portion of the project and connecting to the
easement running along the east side of the project mentioned above.

TAX IDENTIFICATION NUMBERS

The Kitsap County Tax Assessor’s identification numbers for the individual parcels of land are:

City Villa Parcels: (Lot 1)
022401-1-070-2008 and 022401-1-071-2007
Owner: Nor'west Properties LLC

City Villa Parcels: (Lot 2)

022401-1-042-2003 022401-1-002-2001 022401-1-062-2008 022401-1-079-2009
022401-1-024-2005 022401-1-064-2006 022401-1-039-2008

Owner: Paul Eberharter
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ZONING

The subject site is currently zoned R-15 (15 dwelling units per acre). This density has been
approved by the Bremerton City Council with its October 2007 adoption of the sub area plan for
Wheaton — Riddell District Center.

UTILITIES

All public utilities are available to the property. The utility purveyors are as follows:

Power: Puget Sound Energy

Water: City of Bremerton Water Department

Sewer: City of Bremerton Water Department

Gas: Cascade Natural Gas or Ferrellgas

Telephone: Qwest

Cable TV: Comcast Cable & Digital Cable or Wave Broadband
Garbage: Waste Management / Brem-Air Disposal

PERMITS AND APPROVALS

The approvals and permits along with the estimated timeframes and current status are as follows:

Approval/Permit Timeframe Status
Sub Area Plan September 2007 Approved by City Council
Preliminary Plat Approval 1° half of 2008 In Progress
Site Construction Approval Early 2" half 2008 -
Building Construction Approval Early 2" half 2008 -

PROJECT PLAN

Development of City Villa will take place over a 6 year period. Work has been completed on the
Wheaton Riddell Sub Area Plan that is a custom zoning code for the project with adoption by the
Bremerton City Council. The plan was heard at a public meeting before the Bremerton Planning
Commission and then recommended to be heard at a public meeting before the City Council.
Unanimous approval was received in early October 2007, and signed by the Mayor.

Construction of City Villa will occur in several phases over a 5 year period, starting in 2008.
Design work for Phase 1 will take place concurrently with sub area plan approval process. The
phased build out of the project can be seen in Attachment E. Each phase will have two parts with
the second part expected to commence construction approximately 4 months after the first part.
Thereafter, phases will be started in approximately 9 month intervals. Attachment D shows the
schedule in more detail.

Most profit from the Phase 1 will be used to pay equity investors. Remaining profit will be re-
invested into succeeding phases.

MARKET PLACE

Driving Factors

State factors
In 1990, the Washington State Legislature passed the Growth Management Act, largely
as a response to the realization that “business as usual” was leading to significant, costly
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problems. The GMA provides a framework for communities to address the challenges of
growth in a more coordinated and sustainable way. It recognizes that central issues exist
for all communities and that these issues have implications for the State as a whole. At
the heart of the GMA is a requirement that each community deal with the trend of
sprawling development patterns. The Act encourages local plans to address key goals of
the people of the State as a whole with coordination from one jurisdiction to the next.
Much of this coordination is accomplished through the Kitsap Regional Coordinating
Council and the work towards County-wide Planning Policies. Finally, most critically, the
Act empowers each community to respond to such issues in a way that is consistent with
its unique needs, community vision, values, and goals.

County factors

Cities and counties are required to work together to establish County-wide Planning
Policies, which provide a regional policy framework. By working to ensure that their plans
address a common framework, neighboring jurisdictions create consistency between their
plans. This inter-jurisdictional consistency meets the requirement of the Growth
Management Act and also provides benefits to each community. These benefits include
less conflict between jurisdictions, more predictable regulatory environments across
political boundaries, and a more coherent and understandable growth strategy. The
County-wide Planning Policies for Kitsap County are developed with both staff and
elected official participation from the City of Bremerton. They are regularly reviewed and
endorsed by the City of Bremerton before adoption or amendment by the Kitsap County
Board of Commissioners.

City factors

Bremerton has a well established urban character and distinctive neighborhoods.
Bremerton remains the hub of Kitsap County despite growth patterns in suburban
development occurring in formerly rural places. Looking ahead, Bremerton must attract
new quality development with clear opportunities that take advantage of the city's
superior setting. Citizens fully recognize the importance of the moment, stepping forward
in the Comprehensive Plan process to advance their concerns and aspirations.

Bremerton’s Comprehensive Plan land use strategy emerged from almost three years of
community discussions, producing a bold new direction for the City of Bremerton.
Originally adopted in 1995, and since updated in 2003, 2004, and soon again in 2007,
the Comprehensive Plan strategy seeks to return Bremerton’s vitality, economic strength,
and desirability as a place to live and work. Called the Centers Concept, this strategy
also capitalizes on new demographic trends and new opportunities.

In general, a Center is a mixed-use area. It places residences, basic services for
residents, employment opportunities, and amenities such as public spaces and parks, in
a well-designed area. Centers will have the “look and feel” of a small downtown, with
moderate to high density uses at their core, transitioning out to surrounding single family
areas.

Demographic Changes

In the past, the majority of households were families with children. Today, the majority of
households are made up of singles and couples with no children. Families with children
are buying resale homes with larger lots or moving out to more affordable counties to buy
new construction.

Baby Boomers 40 to 58 years of age are increasing and are expected to continue to
increase until peaking in 2015. Today, one-half of the singles population is 55 years or
older. Because of this, there will continue to be a strong demand for condominiums.
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Economic Changes

New housing demand has shifted from King County to surrounding counties. One factor
is the allocation of population growth around the Puget Sound as an outcome of the
Growth Management Act. Another factor is the skyrocketing price for housing in King
County. Simply put, if people want to buy a new construction single-family home, they
move to locations they can afford.

Opportunities and Competition

Bremerton is experiencing growth and redevelopment. Downtown Bremerton is
undergoing a major revitalization and development program. The centerpiece has
recently been completed; The Bremerton Harborside project, which includes a waterfront
conference center with hotel, parking, restaurant, retail; expanded marina facilities,
neighboring waterfront condominiums; a Maritime park; a new Government Center; a
family center ice arena; and many other private development projects.

There are two major waterfront housing projects being build, The 400 and Harborside.
The housing projects, coupled with the redevelopment of the waterfront, are drawing
people to the community. Bremerton is quickly becoming a thriving community that still
has the small town charm. Furthermore, in an hour by ferry, you can be in the heart of
Seattle.

There are two other new projects proposed in the city of Bremerton similar to City Villa.
Eastpark is a development that consists of numerous residential unit types. This will
create a more diverse neighborhood, providing for the numerous lifestyle requirements.
Eastpark is located between the Manette Neighborhood Center and the Harrison Hospital
economic center. The plans call for development of 47 acres of vacant land into a broad
spectrum of 460 housing units.

The 82-acre Westpark site is located in West Bremerton, bounded by Kitsap Way to the
north, Oyster Bay Way to the east, and State Route 3 to the west. Westpark is
envisioned as an urban mixed-use, mixed-income, pedestrian oriented community. In the
new Westpark a variety of types and styles of housing will meet the needs of a range of
income groups, and retail and commercial opportunities will satisfy everyday shopping
needs. Owned and operated by the Bremerton Housing Authority, Westpark will provide
759 single and mulit-family homes and 50,000 square feet of retail/commercial space.

City Villa is well positioned to take advantage of the changes in demographics and
economics by
- providing a wide range of living choices. Attachment H provides an overview of

the different housing types proposed and price points

increase densities in appropriate locations

connect people and places through a complete transportation network

mix uses to create an enjoyable quality of life

create great places for people to live, work, and enjoy life

blending in with the commercial use district center

fitting well with Bremerton'’s vision of the future

City Villa is ready to make a positive impact on the urban environment of Bremerton.
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ATTACHMENT A

CITY VILLA SITE MAP

Riddell Road

Wheaton Way
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ATTACHMENT B-1

Delete this page and add in the spreadsheet file in Adobe professional
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ATTACHMENT B-2

Delete this page and add in the spreadsheet file in Adobe professional
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ATTACHMENT C

CITY VILLA TOPOGRAPHY AND SURVEY MAP
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ATTACHMENT D

CONCEPTUAL CONSTRUCTION SECTIONS; Each Section will have one or more phases.
(Section “I" is not used because of it's similarity to the numeral one)
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ATTACHMENT E

CITY VILLA SALEABLE LAND BREAKOUT

Date: 4/10/2008 This Business Plan is for Informational Purposes Only Page 26 of 29



Business Plan for City Villa LLC

ATTACHMENT F-1

GREENLEAF VALUATION OF LOT TWO

GREENLEAF VALUATION GROUP, INC.

January 2, 2007 Ref. No. 06-1053c

Mr. Paul J. Eberharter
Mr. Troy Cahoon
CITY VILLA LLC

11003 NE California St
P.O. Box 430 Kingston, WA 98346

RE: CITY VILLA
A 19.53 acre Urban Neighborhood
Bremerton, WA

Gentleman:

As requested | have prepared a quick analysis of the value of the land under that portion of the City Villa
project, described as being located on tax parcels 022401-1-042-2003, 022401-1-002-2001, 022401-1-062-
2008, 022401-1-024-2005, 022401-1-064-2006, and 022401-1-039-2008 as it currently stands given the
plans in place to build the mixed-use City Villa community. Current plans call for approximately 296
residential units in a mix of townhouses, “brownstones” (row houses), lofts, hillside homes, estate homes,
and condominiums. In addition, the townhouses and estate houses will have the potential for 34 accessory
dwelling units. Commercial development in the core is proposed to consist of 40,000 square feet of retail
and 40,000 square feet of office space.

The land is valued for a bulk sale of a parcel with planning and approvals in place, without any on- or off-site
improvements in place. This condition is typically described as raw land with a paper plat. Any additional
planning cost or effort to reach this point should be deducted from the estimate of value. | have reviewed
current market activity for transactions of raw land with similar approvals with supporting documentation in
my file. The City Villa Market Study, Ref. #06-1053a is incorporated by reference. . Based on my
investigation, it is my opinion that the current land value is: $4,380,000

The table on the following page summarizes my analysis. If you have any questions do not hesitate to call.

Sincerely,
GREENLEAF VALUATION GROUP, INC

James A. Greenleaf, MAI

600 University, Suite 310 « Seattle, WA 98101 « Phone (206) 621-0504 « FAX (206) 436-1161

Date: 4/10/2008 This Business Plan is for Informational Purposes Only Page 27 of 29



Business Plan for City Villa LLC

ATTACHMENT F-2

GREENLEAF VALUATION GROUP, INC.

SUMMARY OF LAND VALUE ANALYSIS (Lot two only)

Use &Avg Units Unit Total Raw Site Area Per
Unit Size (Lots) Value Land Vaue Used (SF) Sq Ft
Stacked Flat Apts 80 $6,600 $530,000 42,732 $12.47
791 sq ft avg
Town homes 67 $15,700 $1,050,000 83,896 $12.47
1,488 «q ft
Condos 36 $6,000 $220,000 17,642 $12.47
814 sq ft
Hill Homes 31 $18,400 $570,000 45,607 $12.47
1,923 s ft
Brownstones 28 $8,900 $250,000 19,820 $12.47
1,800 g ft
Estate Homes 10 $44,000 $440,000 35,327 $12.47
3,500 Sq Ft Lots
Acc Dwelling Units 34 $3,500 $120,000
400 sq ft
Total Residential 252 $12,619 $3,180,000 245,024 $12.98
Mixed Use - Lofts 40 $5,000 $200,000 $4.90
Mixed Used Comm 80,000 g ft $12.50 $1,000,000 $24.50
Total Mixed Use $15.00 $1,200,000 40,815
Roadways 234,570
Sidewalks 80,586
Open Space 249,860
Total Project 292 $5.15 $4,380,000 850,855

Per Unit $15,000 19.533 acres

600 University, Suite 310 « Sesttle, WA 98101« Phone (206) 621-0504 « FAX (206) 436-1161
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Paul Eberharter,
Architect & Developer
City VillaLLC
11003 NE California Street
P.O. Box 430
Kingston, WA 98346

Phone: (360) 297-5955

Cell: (360) 551-0894

Email:  Paul@NorwestUrban.com
Website: GoCityVilla.com
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