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NON-ENDORSEMENT AND DISCLAIMER NOTICE

Confidentiality and Disclaimer

The information contained in the following Marketing Brochure is proprietary and strictly confidential. It is intended to be reviewed only by the party receiving it from Marcus & Millichap and
should not be made available to any other person or entity without the written consent of Marcus & Millichap. This Marketing Brochure has been prepared to provide summary, unverified
information to prospective purchasers, and to establish only a preliminary level of interest in the subject property. The information contained herein is not a substitute for a thorough due
diligence investigation. Marcus & Millichap has not made any investigation, and makes no warranty or representation, with respect to the income or expenses for the subject property, the
future projected financial performance of the property, the size and square footage of the property and improvements, the presence or absence of contaminating substances, PCB's or
asbestos, the compliance with State and Federal regulations, the physical condition of the improvements thereon, or the financial condition or business prospects of any tenant, or any
tenant's plans or intentions to continue its occupancy of the subject property. The information contained in this Marketing Brochure has been obtained from sources we believe to be
reliable; however, Marcus & Millichap has not verified, and will not verify, any of the information contained herein, nor has Marcus & Millichap conducted any investigation regarding these
matters and makes no warranty or representation whatsoever regarding the accuracy or completeness of the information provided. All potential buyers must take appropriate measures to
verify all of the information set forth herein. Marcus & Millichap is a service mark of Marcus & Millichap Real Estate Investment Services, Inc. © 2018 Marcus & Millichap. All rights reserved.

Non-Endorsement Notice

Marcus & Millichap is not affiliated with, sponsored by, or endorsed by any commercial tenant or lessee identified in this marketing package. The presence of any corporation's logo or
name is not intended to indicate or imply affiliation with, or sponsorship or endorsement by, said corporation of Marcus & Millichap, its affiliates or subsidiaries, or any agent, product,
service, or commercial listing of Marcus & Millichap, and is solely included for the purpose of providing tenant lessee information about this listing to prospective customers.

ALL PROPERTY SHOWINGS ARE BY APPOINTMENT ONLY.
PLEASE CONSULT YOUR MARCUS & MILLICHAP AGENT FOR MORE DETAILS.

THE LEARNING EXPERIENCE
Bridgewater, NJ
ACT ID 20280607

Marcus g Millichap
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NET LEASED DISCLAIMER

Marcus & Millichap hereby advises all prospective purchasers of Net Leased property as follows:

The information contained in this Marketing Brochure has been obtained from sources we believe to be reliable. However, Marcus & Millichap has not and will
not verify any of this information, nor has Marcus & Millichap conducted any investigation regarding these matters. Marcus & Millichap makes no guarantee,
warranty or representation whatsoever about the accuracy or completeness of any information provided.

As the Buyer of a net leased property, it is the Buyer’s responsibility to independently confirm the accuracy and completeness of all material information before
completing any purchase. This Marketing Brochure is not a substitute for your thorough due diligence investigation of this investment opportunity. Marcus &
Millichap expressly denies any obligation to conduct a due diligence examination of this Property for Buyer.

Any projections, opinions, assumptions or estimates used in this Marketing Brochure are for example only and do not represent the current or future performance
of this property. The value of a net leased property to you depends on factors that should be evaluated by you and your tax, financial and legal advisors.

Buyer and Buyer’s tax, financial, legal, and construction advisors should conduct a careful, independent investigation of any net leased property to determine to
your satisfaction with the suitability of the property for your needs.

Like all real estate investments, this investment carries significant risks. Buyer and Buyer’s legal and financial advisors must request and carefully review all legal
and financial documents related to the property and tenant. While the tenant’s past performance at this or other locations is an important consideration, it is not
a guarantee of future success. Similarly, the lease rate for some properties, including newly-constructed facilities or newly-acquired locations, may be set based
on a tenant’s projected sales with little or no record of actual performance, or comparable rents for the area. Returns are not guaranteed; the tenant and any
guarantors may fail to pay the lease rent or property taxes, or may fail to comply with other material terms of the lease; cash flow may be interrupted in part or in
whole due to market, economic, environmental or other conditions. Regardless of tenant history and lease guarantees, Buyer is responsible for conducting
his/her own investigation of all matters affecting the intrinsic value of the property and the value of any long-term lease, including the likelihood of locating a
replacement tenant if the current tenant should default or abandon the property, and the lease terms that Buyer may be able to negotiate with a potential
replacement tenant considering the location of the property, and Buyer’s legal ability to make alternate use of the property.

By accepting this Marketing Brochure you agree to release Marcus & Millichap Real Estate Investment Services and hold it harmless from any kind of claim, cost,
expense, or liability arising out of your investigation and/or purchase of this net leased property.

Marcus g Millichap
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THE LEARNING EXPERIENCE

EXECUTIVE SUMMARY

1940 Route 22, Bridgewater, NJ ¢ $4,515,715 « CAP: 7.00%
Tenant: The Learning Experience
Lease Begin: 1/1/2019
Lease End: 12/31/2033
Annual Rent: $316,100
Term: 15 Year Initial NNN Lease

Options to Extend: Two 5 year options
' CURRENT YEARLY INCOME
NOI: $316,100
(CAP Rate: 700
SCHEDULED YEARLY INCOME
YEARS 6-10: $347,710

YEARS 11-15: $382,481

Z O ZrIDVC-m>x

2 -5 Year Options with 10% increase
PROPERTY HIGHLIGHTS
Building Size: 10,900 SF

Lease Type: NNN

AzmzHdom<z-—

Type of Ownership: Fee Simple

Marcus g Millichap 6




THE LEARNING EXPERIENCE

OFFERING SUMMARY
EXECUTIVE SUMMARY
OFFERING SUMMARY
Price $4,515,715
Net Operating Income $316,100 MAJOR EMPLOYERS
Capitalization Rate — Current 7.00%
Rent / SF $29_00 Pts Intermediate Holdings LLC 8,300
Lease Type NNN In Ventive Commercial Services 2,800
Gross Leasable Area 10,900 SF Ethicon Inc 2,500
Year Built / Renovated 2018 MetLife 2Rk
Lot Size 1.36 acre(s) Janssen Research & Dev LLC 1,800
Software House International 1,800
FINANCING Sanofi 1,500
Loan Amount $3,386,786 Aventis Inc 1,358
Loan Type Financed - New Loan A2 24O 1ALy
Loan to Value 75.00% Bridgewater Raritan Bd Educatn 1,000
Interest Rate / Amortization 4.75% / 25 Years Shillzl2 1,000
Annual Loan Payment $231 704 Ortho-Clinical Diagnostics Inc 1,000
Net Cash Flow After Debt Service 7.48% / $84,396
Cash on Cash Return 7.48%
Total Return 0.00% / $156,790 DEMOGRAPHICS
1-Miles 3-Miles 5-Miles
2017 Estimate Pop 8,054 55,557 125,264
q _— 4 2010 Census Pop 7,977 54,178 120,927
I -1 | ' / ) ) -'. L,, _’ ’ 2017 Estimate HH 3,191 21,150 46,826
m » \/L.. \_ J :L\l \ 2010 Census HH 3,107 20,373 44,585
® Median HH Income $77,410 $78,441 $93,014

Per Capita Income $41,034 $44,072 $50,281
Average HH Income $102,162 $115,184 $134,013

* # of Employees based on 5 mile radius

Marcus g Millichap




THE LEARNING EXPERIENCE

OFFERING SUMMARY

INVESTMENT OVERVIEW

Marcus & Millichap is pleased to exclusively offer a brand new The Learning Experience located in Bridgewater, (Somerset
County) New Jersey. The property sits on approximately 1.37 acres and is comprised of roughly 10,900-square feet of building
space plus an additional 5,000 square feet playground outside. The brand new Learning Experience is located approximately 30
miles southwest of New York City and is situated on the main roadway which passes through Bridgewater & Bound Brook.
Landlord Responsibility limited to maintenance, repair and replacement of all structural portions of building including the
foundations, bearing walls, support beams, columns, structural portions of the roof, underground utility lines, and the water
tightness of building. Guarantor is The Learning Experience Corp. and the guaranty of rent shall be limited to a maximum liability
amount of $500,000 in the aggregate and this maximum amount shall be reduced by $100,000 on each anniversary of the Effective
Date, until such time as said amount has been reduced to Zero, at which time this Guaranty of Rent shall become null, void, and of
no further force or effect.

Within a five-mile radius of Bridgewater, the average household income is $134,013 among the 125,264 individuals who reside
within a five-mile radius of the subject property.

This is a brand new 15-year triple-net (NNN) lease with the rent commencing on January 1, 2019. The property has an initial cap
rate of 6.75 percent. The annual rent will be $316,100 with 10 percent rental increases every five years. There are two, five-year
tenant renewal options. The list price of $4,515,715 represents a 7.00% cap rate.

INVESTMENT HIGHLIGHTS

Brand New 15-Year NNN Lease

2 - (5) Year Options with 10% Increases Every 5 Years

2018 Construction; Tenant’s Lease Commenced in January 2019
Located 1 Hour from NYC

Excellent Demographics - Densely Populated Area with Above
Average Household Income

» Limited Corporate Guarantee

Marcus g Millichap




THE LEARNING EXPERIENCE

TENANT PROFILES

nel AR\ TG
B AEN BV

Academy of Early Education

The Learning Experience was founded in 1980 by the Weissman

Tenant Name The Learning Experience
Website www.thelearningexperience.com
Headquarter Boca Raton, FL

No. of Locations 400 +

Entrepreneur

FRANCHISE

200

THE BEST
FRANCHISES
IN AMERICA

RANKED

ceD17

20106

Annual Revenue (Inc. S000)

Marcus g Millichap

- The Leaming Experience

Franchise Times

family in Baco Raton, Florida. After tremendous growth since
their first location, The Learning Experience is now an industry
leader and one of the fastest growing early education and child
care franchises in the nation. 95% of pre-school graduates can
read before kindergarten and 70% of franchisees buy additional
units. Their proprietary curriculum optimizes learning based on
the six stages of early development and incorporates science,
technology, engineering and math to promote intellectual
growth. The Learning Experience, which was founded in 2001
and boasts 254 childcare centers along with another 154 in the
pipeline and its first location outside of the United States in the

United Kingdom.

Entrepreneur Magazine's 2017 “Franchise 500" In Revenue Over Past Five Years




THE LEARNING EXPERIENCE

RANCHISING REQUIREMENTS AND REVENUES

The Learning Experience is considered a high level investment with initial cost amounting to over
$500,000 and an average initial investment of $2,040,424. Franchisees can expect cost between
$500,000 and $3,600,000, depending on whether they develop a new center or buy an existing one
outright. Additionally, all franchisees should have at least $150,000 in cash.

The Learning Experience asks an average tuition of $860 a month per child. Last year, the corporate
office netted nearly $8.5 million in profit on more than $21.9 million in revenue.

in 2017 the average gross sales of centers that had been operational for between two and four years
was about $1.3 million—with figures ranging from $464,234 to $2.78 million. Locations that had been
operating for longer than four years averaged gross revenue of more than $1.4 million.

franchisees can expect their organizations to be put through a 900-point evaluation twice a year to
assure compliance with brand and regulatory standards. There is also a 200-plus point evaluation
conducted quarterly.

Marcus g Millichap




THE LEARNING EXPERIENCE

PROPERTY PHOTO

Historical and Future Growth

$386,580
System Wide Sales In Revenus Over Past Five Years

( ) 7.26
(in thousands) $327

$274,268

; .
236576 The Learning Experience has
St experienced a 210%

$170,341
$145,654

increase in revenue over the
past five years, and 45%
compounded 5-year annual
2013 2014 2015 2016 2017 2018 2019 2020 revenue growth. Inc.
Magazine named TLE as one
of the nation’s fastest
255 growing privately held
216 companies in the country.
168 o Franchise Times ranked The
Learning Experience in their
Top 40 “Fast and Serious”

$124,589

Total Centers 345

147
126

list in 2017.

2013 2014 2015 2016 2017 2018 2019 2020

Marcus g Millichap



THE LEARNING EXPERIENCE

PARENT COMPANY OVERVIEW

GOLDEN GATE CAPITA
The Learning Experience Corporation was recently acquired by Golden Gate Capital. Golden Gate Capital
is a private equity firm based out of San Francisco, California. As of April 2018, Golden Gate Capital had

over $15 billion in assets under management.

Golden Gate Capital’s portfolio includes investments in consumer goods, financial services, industrials,
internet technology and business services, software, hardware, telecom and semiconductors. Golden
Gate Capital has assumed majority control of a number of financial service firms including Financial
American Insurance Group, GGC Real Estate Holdings and Williston Financial Group.

Golden Gate also has experience in multi-unit operation businesses as the owner of brands such as
California Pizza Kitchen, Bob Evans, Red Lobster, Mavis, PacSun and Eddie Bauer to name a few.

BESTAVRANT

T N

california R

PIZZA KITCHEN

Marcus g Millichap




THE LEARNING EXPERIENCE

LOCATION OVERVIEW

1940 Route 22 , Bridgewater , NJ 08805

Bridgewater is a borough located in Somerset

County, New Jersey. The subject property is
> 5 _ New ( B approximately 33 miles southwest of New York
Tewksbury W2 L City. The Raritan River borders Bridgewater
‘= R along with the municipalities of Hillsborough,
hip Bemerd ‘ Manville, Franklin Township, South Bound
Brook, Bound Brook, Green Brook, Branchburg,
LS Bedminster, Bernards Township, Warren
L Township, Somerville, Raritan, and Middlesex.
Bridgewater is home to many communities and
sections such as Bradley Gardens, North
Brcoswater : Branch, Finderne, Thomae Park, Green Knoll,
THE LEARNING EXPERIENCE Plainfield Sunset Lake, Martinsville, Milltown, and Meadow
S _ Road Area. The major highways that pass
%7 vnship through or near Bridgewater are |1-287, |-78,
Route 22, Route 202-206, and Route 28. NJ
Transit provides rail service on the Raritan Valley
Line from Bridgewater Station to New York Penn
Station. NJ Transit also provides bus service on
Township = Bmf:::-_f“ : bus route 114 to Port Authority Bus Terminal in
BCkve T Midtown Manhattan. Bridgewater Township is
serviced by three local airports; Somerset
Airport, Solberg-Hunterdon Airport and Central
Jersey Regional Airport.

O 4 & b

Major Highway Airport

Ul
&

Edison

CLOSE PROXIMITY TO:

Railroad Downtown

Marcus g Millichap
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THE LEARNING EXPERIENCE
REGIONAL AND LOCAL MAP

1940 Route 22 , Bridgewater , NJ 08805
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THE LEARNING EXPERIENCE

Middlesex
High School

Green
Brook
Regional
Center

DUNKIN'
DONUTS '

'
)

Walgreens

> - -

h

G

."!
22

n

ong

* Public
HARBOR FREIGHT TOOLS Storage,

Quallty Tools at Ridiculously Low Prices

MATTRESSFIRM

Marcus g Millichap
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Middlesex
Village
Apartments
(214 Units)

AERIAL PHOTO
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THE LEARNING EXPERIENCE

1940 Route 22 , Bridgewater , NJ 08805

PRELIMINARY & FINAL MAJOR SITE PLAN

s S s o, s T P s i L Al TS S I AT T 4 S

B Pl o Sl Sl A s i, W

B IS s ML S O D S L

S W LAY P ST P L

S o v T

L YT PR 9 T SRSAT AT AT A 3 SRS S S LS S ST L ST S NS T B

|

I

i

FOR

THE LEARNING EXPERIENCE

BLOCK 382 -LOT 4

1840 ROUTE 22 EAST
TOWNSHIP OF BRIDGEWATER

SOMERSET COUNTY, NEW JERSEY

. T eftme. LRSS

ey Bree. Bw. B

SAL DN & TSI GISTROL FLMH

N T—— T — -
T T L T L L S T o A D S S A, S i P

T T LT L T N ST i e o e,
* o mmrssmmemromemrEm smsensm s romm s

SITE PLAN

B — g s o )

[N —— p———

LA SRR EARED T

WCH EWGIREERIHG AGEOCIATES. LLC

1242172018

o s bea s
bl b B = - -

BMIDGEWSTER TIWSSHM

—— . —
S AT L x
e m— o SR, -

T o

= =

o
L g -

i ——

P72, e =

Marcus g Millichap




THE LEARNING EXPERIENCE

1940 Route 22 , Bridgewater , NJ 08805

SITE LIGHTING
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THE LEARNING EXPERIENCE

1940 Route 22 , Bridgewater , NJ 08805
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ANALYSIS
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THE LEARNING EXPERIENCE

OFFERING SUMMARY

PROPERTY SUMMARY
THE OFFERING ANNUALIZED OPERATING INFORMATION
Property The Learning Experience INCOME
Property Address 1940 Route 22 Net Operating Income $316,100

Bridgewater, New Jersey 08805

Price $4,515,715 RENT SCHEDULE

Capitalization Rate 7.00% YEAR ANNUAL RENT MONTHLY RENT RENT/SF CAP RATE

Price/SF $414.29 Current $316,100 $26,342 $29.00 7.00%
Year 1-56 $316,100 $26,342 $29.00 7.00%

Year Built / Renovated 2018 Year 11-15 $382,481 $31,873 $35.09 8.47%

Gross Leasable Area 10,900 SF Option 1 $420,729 $35,061 $38.60 9.32%

Zoning c-2 Option 2 $462,802 $38,567 $42.48 10.26%

Type of Ownership Fee Simple

Lot Size 1.36 Acres

Property Subtype Net Leased Child Care

Tenant The Learning Experience

Rent Increases 10% Increase Every 5 Years

Guarantor Corporate Guarantee

Lease Type NNN

Lease Commencement 1/1/2019

Lease Expiration 12/31/2033

Lease Term 15

Term Remaining on Lease (Years) 15.0

Renewal Options 2- (5) Year Options

Landlord Responsibility Roof & Structure

Tenant Responsibility Taxes, Insurance & CAM

Right of First Refusal/Offer No

NOTES:

Landlord Responsibility limited to maintenance, repair and replacement of all structural portions of building including the foundations, bearing walls,
support beams, columns, structural portions of the roof, underground utility lines, and the water tightness of building.

Guarantor is The Learning Experience Corp. and the guaranty of rent shall be limited to a maximum liability amount of $500,000 in the aggregate and this maximum
amount shall be reduced by $100,000 on each anniversary of the Effective Date, until such time as said amount has been reduced to Zero, at which time this Guaranty
of Rent shall become null, void, and of no further force or effect.

Marcus g Millichap




THE LEARNING EXPERIENCE

ACQUISITION FINANCING

MARCUS & MILLICHAP CAPITAL CORPORATION
CAPAB"-ITIES Optimum financing solutions

MMCC—our fully integrated, dedicated financing arm—is committed to D EIEIED RIS

providing superior capital market expertise, precisely managed execution, and
unparalleled access to capital sources providing the most competitive rates and Our ability to enhance

termes. buyer pool by expanding

) ) ) ) . . finance options
We leverage our prominent capital market relationships with commercial banks,

life insurance companies, CMBS, private and public debt/equity funds, Fannie
Mae, Freddie Mac and HUD to provide our clients with the greatest range of Our ability to enhance
financing options. seller control

* Through buyer

Our dedicated, knowledgeable experts understand the challenges of financing qualification support

and work tirelessly to resolve all potential issues to the benefit of our clients.
Our ability to manage buyers

finance expectations

Ability to monitor and
manage buyer/lender
progress, insuring timely,
predictable closings

By relying on a world class

Closed 1,707 National platform $5.63 billion Access to .
. . . . set of debt/equity sources
debt and equity operating total national more capital - )
financings within the firm’s volume in 2017 sources than and pres_entlng 2 t_|gl?tly
in 2017 brokerage any other firm underwritten credit file
offices in the industry

Marcus g Millichap
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OVERVIEW
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THE LEARNING EXPERIENCE

MARKET OVERVIEW

CENTRAL NEW JERSEY
OVERVIEW

The Central New Jersey region is conveniently located near both the New

York City metro and the Philadelphia metro and contains a well-
developed interstate network and mass-transit opportunities. Consisting
of Mercer, Middlesex, Monmouth, Ocean and Somerset counties, Central
New Jersey includes more than 150 municipalities, and the city of Edison
in Middlesex County is the largest. The state’s capital city, Trenton, is

located in Mercer County.

Morrig Caanty

7
Essex CountyNéW_ajk
e dersey. City

Unien Gounty ings

Riehrmond
County.

Hunterdon
County

Somerset
County

Middlesex
County

Princeton
Mercer.County 4 MonmoLth Long Branch
County

Tréenton
BuéRs County . Neptuné'
Levittown Townshﬁ)

Browns Mills

Burlington

Ocean County
County

Gamden Gounty

Allantic
Qounty.

* Forecast

> METRO HIGHLIGHTS

DIVERSIFYING EMPLOYMENT

The economy is diversifying from its manufacturing base to include energy,
healthcare, pharmaceuticals, tourism, logistics and distribution.

EDUCATED LABOR FORCE

Roughly 40 percent of residents age 25 and older have a bachelor’s degree; of
these, 16 percent also hold a graduate or professional degree.

HIGH BARRIERS TO ENTRY

Expensive land costs, dense development and strict governmental regulations
moderate additional development.

Eﬂ"ﬂﬁ ECONOMY

Many counties in the region consistently rank among the nation’s top 50 for per capita income.
Elevated incomes produce strong retail sales and support a healthy service industry.

" New Jersey is home to 20 Fortune 500 companies in diverse industries from healthcare to energy.
Three Fortune 500 companies operate out of Central Jersey: Johnson & Johnson in New Brunswick,
Chubb in Warren and NRG Energy in Princeton. Kinder Morgan also operates locally.

" Amazon has a fulfillment center in Carteret in Middlesex County; the company has two facilities in
the market, growing the region’s distribution sector.

DEMOGRAPHICS

©

)

©

2017 2017 2017 2017 MEDIAN
POPULATION: HOUSEHOLDS: MEDIAN AGE: HOUSEHOLD INCOME:
2.8M 1M 40.5 $81,600

Growth Growth U.S. Median: U.S. Median:
2017-2022*: 2017-2022*:

3% 3.9% 37.8 $56,300

Sources: Marcus & Millichap Research Services; BLS; Bureau of Economic Analysis; Experian; Fortune; Moody’s Analytics; U.S. Census Bureau

Marcus g Millichap




THE LEARNING EXPERIENCE

NATIONAL NET-LEASED RETAIL REPORT

Tight Labor Market, Enhanced Spending to Continue; Tenants Adapt by Combining Physical and Online Retail

Strengthening economy invigorating consumption. Retail sales will continue to
grow this year as discretionary income ascends. Bolstered spending can be linked to
advancing wages from a competitive employment market, along with increased take-
home pay from the revised tax plan. In 2017, retail sales posted a 4.3 percent
increase, with home furnishings playing a primary role in the jump. The category’s
strong showing can be attributed to the first hike in homeownership since 2009 for
those under age 35. Roughly two-thirds of this cohort are first-time homebuyers,
leading to more purchases required to fill residences. Electronics and appliances
also reported a robust gain as the subset supported the largest increase in holiday
retail sales since 2011. This year, retail spending is forecast to post a 4.5 percent
advance, buoyed by the continued acceleration of e-commerce growth. Although
online stores consistently expand their footprint, the e-commerce sector is just a
small part of a much larger retail setting.

Brick-and-mortar personal service keeps online retail at bay. As e-commerce
becomes an increasingly popular component of retail sales, brick-and-mortar stores
have acclimated to the evolving environment. Physical locations still obtain high
levels of personal service and in-store expertise, crucial advantages that Internet
vendors simply cannot offer. Auto parts stores have effectively used these assets to
their benefit and have proved to be relatively successful amid e-commerce’s rising
popularity. Even with the Internet’'s growing use within retail, overall sales among
brick-and-mortar stores will continue to improve as consumers value personal

service.
Retail Sales Growth *

Non-store g;merr!et)

. asoline
Miscellaneous Retailers
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Growing competition from online stores tamed by modernized retail concepts.
Despite the convenience factor brick-and-mortar stores offer, the digitally driven
landscape prompts many retailers to transform business models to combine benefits
of both in-store and nonstore retail. The showroom atmosphere, which integrates
technology into the traditional shopping experience, provides customers the option
to test the merchandise and have it delivered directly to their home. Many brick-and-
mortar retailers have shifted to this reduced inventory strategy in an effort to adapt
and improve sales. Best Buy has effectively adopted this strategy and exhibited an
exemplary performance in combating the progressively widespread practice of
purchasing goods on the Internet. In the coming months, more retailers are
anticipated to couple these advantages, as well as create omni-channel business
models to seamlessly connect sales platforms.

Promising retail metrics support renewed investor interest. Although news media
often focus on the downfall of well-established retail brands, 2017 witnessed far
more store openings than closures with a net figure of roughly 4,000 stores. Dollar
stores continue to perform well due to their inexpensive convenience items crafted to
serve low-income households. Grocery stores remain a highly sought-after asset as
well, which can be largely attributed to the continued improvement of the overall
experience. Dine-in options, wine and cheese bars, and more quality products keep
foot traffic high and occupancy strong for owners of these assets. Necessity-based
stores, like grocers, have proved to be relatively resistant to the rise of e-commerce.

Internet Sales Continue to Rise
E-Commerce Sales B Rest of Core Retail Sales
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Tax Reform Boosting Real Estate Prospects; Deductions May Provide Tailwinds

Recently passed tax reform to drive economic growth; corporate capital investment rising. Following the passage of Economic Growth to Accelerate
the Tax Cuts and Jobs Act in late 2017, business and consumer confidence rose considerably, boosting prospects for = GDP Growth —— Consumer Confidence
faster growth over the coming year. Numerous firms have committed to paying bonuses to their employees, while 8% 140 4
(=]
several large corporations have announced multibillion dollar investment plans as overseas earnings are repatriated. 2 2o 105 2
o 0]
The combination of these factors, coupled with a national unemployment rate at the lowest level since 2000, will boost % gag
economic prospects in the months ahead. Incredibly tight labor markets nationally are beginning to have a significant 8 0% 70 (g?
impact on wage inflation, with average hourly earings rising 2.7 percent over the past year in January, the fastest %‘ %
. -4% 35
annual growth since June 2009. § 7 8
o 3
Key real estate tax provisions remain in place. While early iterations of tax reform highlighted the potential for real 8% 02 04 08 08 10 12 14 16 13? %
estate-related provisions to receive higher levels of scrutiny from lawmakers on Capitol Hill, the final law left the vast
majority of the key statutes in place, including the cornerstone tax-deferred 1031 exchange. Lease expenses for
businesses also remain fully deductible under new tax provisions, while the deductibility of interest on debt is limited.
This could lead to increased use of sale-leasebacks. The strategy aims to increase company profits by positioning
expenses to areas that maximize deductibility. This will likely expand the inventory of net-leased assets coming to New Tax Law Savi
ew Tax Law Savings
market. The new 20 percent pass-through deduction, on the other hand, could boost investor demand for these low- Married S Ig
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Development Benign as Interest Rates Rise

Rising construction costs prompt contracting pipeline. As the retail marketplace has improved throughout the cycle, Retail Supply and Demand

builders have largely responded by supplying build-to-suit product for net-leased tenants. As a result, single-tenant

=== Completions Absorption —— Vacancy
structures have routinely made up more than two-thirds of annual deliveries since the recovery began in 2009. Despite 120 .
rising inventory availability due to several high-profile closings, net absorption has remained positive, generating & ’
robust growth in the average asking rent, which rose above 2008 levels for the first time in 2017. Elevated é 90 % =
development costs that could be bolstered by the new metal tariffs may trigger further upside in asking rents as % 60 6o §
0
tenants vie for the limited space coming online. LE %
§ 30 5% ©
Interest rates remain on gradual path upward as growth and inflation rise. Following the passage of tax reform, long- L% I I I I 0
term interest rates have reached the highest yield since 2014 as banks expect a pickup in bond rates and inflation. As 0 4%
10 11 12 13 14 15 16 17 18"
the yield curve steepens to reflect economic growth potential, investors will take a more measured approach to
capital allocation. Moving forward, the Federal Reserve’s intention to reduce its balance sheet will place additional
upward pressure on long-term rates as well, while its stated goal of three rate hikes in 2018 will tighten overall liquidity
in the marketplace. Nonetheless, cap rate spreads remain at historically positive levels, which may temper the overall
effect of higher lending rates, particularly as net-lease transactions typically employ large cash components.
10-Year Treasury vs. Core Inflation
Inflationary Concerns Subside
— 10-Year Treasury = —— Core Inflation
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Brand Locations Closed Cap Rate Range by Brand*
—m

AUtO Parts 0% 1% 2% 3% 4% 5% 6% 7% 8% 9% 10% 11% 12% 13% 14% 15%
Bridgestone/Firestone 2,200
O'Reilly Auto Parts 4,984
AutoZone 6,023
Advance Auto Parts 5,203
Pep Boys 973
Dollar Stores
Dollar General 14,321 ]
Dollar Tree / Family Dollar 14,744 B |
General Retail
Wal-Mart 11,703
Sherwin-Williams 4,230
AT&T 16,000
Verizon Wireless 2,330
Mattress Firm 3,500
Office Depot/Max 1,404
Pharmacies
('S 10,014
Walgreens 8,201
Rite Aid 4,404
Quick Service Restaurants
Dairy Queen 4,600
Starbucks 28,039
Chipotle 2,374
McDonald's 36,976
Yum Brands 44,352
Burger King 28,742
Wendy's 6,586
Carl's Jr./Hardee's 3,344
Fast Casual . .

- Cap rates shown above are representative of transactions that
Chili's 1,682 closed in 2017. Actual yields will vary by locations, tenant,
Darden Restaurants 1,722 lease terms and other considerations. Locations sourced from
Red Lobster 705 Cr‘editNteII for public companies and company websites for

private companies.
Bloomin’ Brands 1,491
Applebee's 2,016 * For transactions closed in 2017
Ruby Tuesday 541 ! Sources: CoStar Group, Inc.; CreditNtell; company sources
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Capital Markets
Fed Normalization Signals Rising Interest Rates; Lenders Take Disciplined Approach

Fed carefully considers tighter policies as new chairman takes the helm. The Federal Reserve has hinted at three to four increases of the fed funds rate during 2018 as it
hedges against inflation risk amid accelerated economic growth. The potential for higher inflation could prompt a more aggressive approach; however, the Fed will be cautious
about pushing rates up too quickly as it does not want to stall the economy. Inflationary concerns and higher interest rates have driven a recent surge of volatility in the equity
markets. Investors are worried that rising interest rates will reduce their stock market returns as the elevated costs of borrowing could cut into corporate profits. Additional
uncertainty regarding the new untested leadership of Fed Chairman Jerome Powell contributed to the volatility. His policies have yet to be clarified, though he will likely continue
reducing the balance sheet in an effort to move long-term rates higher. Despite increased concerns, the economy remains on strong footing and after several years of steady
growth in equity markets, a correction was likely. Investors will remain cautious, however, realigning their strategies as necessary to meet their needs. Commercial real estate will
offer some of these investors a compelling alternative with relatively less volatility and competitive yields.

Retail lending environment shifts amid sector uncertainty. National and regional banks have stepped in as key lenders for retail properties as CMBS lending eased amid
heightened risk aversion in the sector that has persisted since 2016. In general, credit standards have held steady and the trend should continue into 2018 as lenders search for
deals. Many originators are becoming increasingly selective about big-box retail deals as several national retailers have announced closures. Strip centers with grocery-
anchored or service-oriented tenants may be favored opportunities moving forward. Construction lending will remain conservative and below-average completions will likely
benefit vacancy as the retail landscape evolves.

10-Year Treasury vs. Fed Funds Rate Yield Spread Still Supportive
Fed Funds Rate Steadily Rises Of Net-Lease Investment
— 10-Year Treasury = —— Fed Funds Rate —STNL Cap Rate —— 10-Year Treasury
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Created on September 2018

POPULATION 1 Miles 3 Miles 5 Miles

= 2022 Projection

Total Population 8,043 55,318 127,795
= 2017 Estimate

Total Population 8,054 55,557 125,264
= 2010 Census

Total Population 7,977 54,178 120,927
= 2000 Census

Total Population 7,958 52,791 115,043
= Current Daytime Population

2017 Estimate 11,605 73,373 160,677

HOUSEHOLDS 1 Miles 3 Miles 5 Miles

= 2022 Projection

HOUSEHOLDS BY EXPENDITURE 1 Miles 3 Miles 5 Miles

'Ilz'g;e;lrﬁjvi?&?ge Household Retail $77,831 $78,373 $84,768

= Consumer Expenditure Top 10

Categories
Housing $23,613 $23,470 $24,891
Shelter $15,313 $15,106 $15,937
Transportation $13,241 $14,108 $15,829
Personal Insurance and Pensions $7,299 $7,498 $8,286
Food $7,024 $7,057 $7,503
Health Care $4,706 $4,579 $4,903
Utilities $4,424 $4,463 $4,741
Entertainment $2,952 $3,006 $3,310
Education $2,489 $2,611 $3,015
Cash Contributions $1,927 $1,835 $2,058

POPULATION PROFILE 1 Miles 3 Miles 5 Miles

= Population By Age
2017 Estimate Total Population 8,054 55,557 125,264
Under 20 22.51% 23.37% 23.90%
20 to 34 Years 20.40% 20.29% 17.49%
35 to 39 Years 7.36% 6.85% 6.25%
40 to 49 Years 14.20% 14.25% 14.60%
50 to 64 Years 19.34% 20.77% 21.90%
Age 65+ 16.20% 14.48% 15.86%
Median Age 39.82 39.62 41.79

= Population 25+ by Education Level
2017 Estimate Population Age 25+ 5,740 38,913 87,862
Elementary (0-8) 2.74% 3.61% 2.88%
Some High School (9-11) 4.74% 5.53% 4.09%
High School Graduate (12) 27.70% 29.98% 25.87%
Some College (13-15) 19.04% 16.79% 16.07%
Associate Degree Only 6.61% 6.68% 6.26%
Bachelors Degree Only 24.61% 22.16% 25.18%
Graduate Degree 13.53% 14.27% 18.64%

Total Households 3,233 21,331 48,558
= 2017 Estimate

Total Households 3,191 21,150 46,826

Average (Mean) Household Size 2.42 2.59 2.63
= 2010 Census

Total Households 3,107 20,373 44,585
= 2000 Census

Total Households 3,060 20,170 42,225
= Occupied Units

2022 Projection 3,233 21,331 48,558

2017 Estimate 3,373 22,140 48,715
HOUSEHOLDS BY INCOME 1 Miles 3 Miles 5 Miles
= 2017 Estimate

$150,000 or More 14.65% 19.64% 26.04%

$100,000 - $149,000 22.64% 18.49% 20.40%

$75,000 - $99,999 14.24% 13.99% 13.28%

$50,000 - $74,999 18.05% 16.85% 14.66%

$35,000 - $49,999 9.92% 10.01% 8.71%

Under $35,000 20.52% 21.02% 16.92%
Average Household Income $102,162 $115,184 $134,013
Median Household Income $77,410 $78,441 $93,014
Per Capita Income $41,034 $44,072 $50,281

Source: © 2017 Experian
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Population

In 2017, the population in your selected geography is 125,264. The
population has changed by 8.88% since 2000. It is estimated that the
population in your area will be 127,795.00 five years from now, which
represents a change of 2.02% from the current year. The current
population is 49.23% male and 50.77% female. The median age of
the population in your area is 41.79, compare this to the US average
which is 37.83. The population density in your area is 1,592.33 people
per square mile.

Households

There are currently 46,826 households in your selected geography.
The number of households has changed by 10.90% since 2000. It is
estimated that the number of households in your area will be 48,558
five years from now, which represents a change of 3.70% from the
current year. The average household size in your area is 2.63 persons.

Income

In 2017, the median household income for your selected geography is
$93,014, compare this to the US average which is currently $56,286.
The median household income for your area has changed by 36.95%
since 2000. It is estimated that the median household income in your
area will be $110,607 five years from now, which represents a change
of 18.91% from the current year.

The current year per capita income in your area is $50,281, compare
this to the US average, which is $30,982. The current year average
household income in your area is $134,013, compare this to the US
average which is $81,217.

Source: © 2017 Experian
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Race and Ethnicity

The current year racial makeup of your selected area is as follows:
70.81% White, 5.04% Black, 0.03% Native American and 15.91%
Asian/Pacific Islander. Compare these to US averages which are:
70.42% White, 12.85% Black, 0.19% Native American and 5.53%
Asian/Pacific Islander. People of Hispanic origin are counted
independently of race.

People of Hispanic origin make up 17.19% of the current year
population in your selected area. Compare this to the US average of
17.88%.

Housing

The median housing value in your area was $384,050 in 2017,
compare this to the US average of $193,953. In 2000, there were
31,211 owner occupied housing units in your area and there were
11,015 renter occupied housing units in your area. The median rent at
the time was $780.

Employment

In 2017, there are 104,451 employees in your selected area, this is
also known as the daytime population. The 2000 Census revealed
that 70.05% of employees are employed in white-collar occupations
in this geography, and 29.83% are employed in blue-collar
occupations. In 2017, unemployment in this area is 4.58%. In 2000,
the average time traveled to work was 31.00 minutes.




