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STUDY OVERVIEW AND ASSUMPTIONS

BACKGROUND

Maplnfo was retained to evaluate the sales potential for a hypothetical 55,000 square foot chain
supermarket that could be deployed within the proposed retail component of the Evergreen
Valley Community College redevelopment project planned for the southeast corner of San Felipe
Road and Paseo de Arboles. According to the sign on the property at the time of our inspection,
some 450 apartments and 50 single-family attached units are similarly planned for the same
corner and would encompass the proposed neighborhood shopping center envisioned for this
intersection. Paseo de Arboles is situated less than one-quarter mile north of Yerba Buena Road

and serves as the main entrance to the Evergreen Valley Community College.

As shown on the somewhat dated aerial photo which is attached for reference purposes, Yerba
Buena Road geographically truncates the Evergreen Specific Plan (2,990 home sites) on the
north, from the South San Felipe Corridor (3,825 home sites) and Silver Creek/Hillstone region
(2,600 home sites) to the south. For the most part, these respective areas are almost fully built
out and served by two “custom” neighborhood supermarket sites that were understood to be
exclusively planned to directly service these respective population clusters. Cosentino’s and
Lunardi’s Markets at Map Keys | and 2 were ultimately deployed at these dedicated sites
earmarked for these north and south growth regions. As the these two areas have since melded
with one another to form one contiguous urbanized trade area, the thought to now strategically
insert a possible third market to serve this continuing flow of homes at the SEC of San Felipe
Road and Paseo de Arboles came to fruition as albeit a logical site for yet a third grocery
location. And, as the sales estimates and projections contained herein clearly point out, the
proposed site makes good logical and strategic sense for the deployment of a chain supermarket
operator, but would do so at the expense of the two nearest stores serving this “geographically

bifurcated” area including Cosentino’s and Lunardi’s.
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Subsequently, MapInfo undertook an independent potential sales analysis for the study area
presented in this report which is defined as a realistic primary trade area for any conventional
chain supermarket operation at the SEC of San Felipe Road and Paseo de Arboles. The
methodology utilized to assess the sales potential for the site and its respective impact on all
supermarkets serving selected portions of this geography are discussed and supported later on

throughout this report.

COMPETITIVE CHANGES PLANNED FOR THE TRADE AREA THOUGH 2006

Upon inspecting all of the stores understood to be serving portions of the defined trade area,
Maplnfo discovered that changes are afoot and continuing to occur throughout the trade area’s
competitor environment that would similarly impact selected stores through 2006, regardless of

any new site offering at Evergreen Valley College. They include the following:

1) Safeway at Map Key 5 is planned for a major “Life” store remodel in 2006. This would
include a multi-million dollar investment that would transform the unit and all of its
fixtures and décor into an upscale “niche” superstore (with no expansion-but within the
walls).  Accordingly, Safeway’s current Image level/index (discussed and shown
throughout out sales forecasting process) was increased from its current Market Place As

Is (Exhibit 1) level of ‘101 points’ to an increased ‘120 Image level’.

2) The former and now vacated Albertsons store at Map Key 60 has been subsequently
purchased by the Lion Market chain for the deployment of a second sister store in this
area. It is our opinion that sales growth at the chain’s Map Key 10 location deemed the
second store necessary to help transfer sales as well as help maximize sales penetration

among Asian clientele, now estimated at 43% in the trade area. And,
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3) The former Asian supermarket at Map Key 50 is now being retrofitted with new fixtures
and equipment (trench work in store is now in progress for a March 2006 opening) for a

new Manilla Market (out of Daly City).

KEY STORE IMPACT ASSESSMENT SUMMARY AND FINDINGS

First, all of the preceding changes that will take effect in 2006 were considered in the first
Projected Market Place table (Exhibit 2) to illustrate the impact these three respective
competitor changes would have on all of the trade area’s competition, regardless of any new
store opening at the subject Evergreen redevelopment Site 100. As shown, both Cosentino’s and
Lunardi’s would be impacted by an estimated 5% (-$10,352 weekly) and 6% (-$14,436 weekly),

respectively.

Exhibits 3 and 4, however, now consider the total projected impact to all of the surveyed stores
should a new superstore grocery operator open at Site 100, following the forthcoming 2006
impact assessment to these stores. As any specific chain has yet to be named, we projected two
sets of scenarios assuming a weaker operator like Ralphs or PW Super (Market Average ‘100’
Image level), as opposed to a stronger customer acceptance level chain like Safeway or Raley’s,

with a higher 120 Image point basis.

Consequently, analysis shows that a weaker conventional 55,000 square foot operator with a
market average ‘100 Image’ level (Exhibit 3) would impact Cosentino’s and Lunardi’s sales by
an estimated 35% and 30%, respectively. However, given a higher ‘120 Image’ level chain
operator at the site (Exhibit 4), sales at the neighboring two units would be impacted by 39%
and 33%, respectively.

Our sales forecasts through 2012 (which considers future growth) are summarized on the two
tables that follow for Site 100, as well as for Lunardi’s and Cosentino’s which are more
proximate to redevelopment project, and hence, more adversely impacted. All of these

projections include growth through 2012, the site’s fifth full year of operation.
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SALES SUMMARY

PROPOSED CHAIN SUPERMARKET AT SITE AT 100 IMAGE (I.E. RALPHS, PW SUPER)
SITE MAP KEY 100
SALES SUMMARY- 55,000 GSF UNIT AT 100 IMAGE
WITH ALL THE NEW COMPETITON SCHEDULED FOR 2006

(2006 DOLLARS )
(GROSS (GROSS (GROSS
2008 $PSF) 2010 $PSF) 012 PSF
WEEKLY SALES: $414,200 ($7.53) $431,600 ($7.85) $449,000 ($8.16)
ANNUAL SALES: $21,538,400 $22,443,200 $23,348,000
LUNARDI'S
MAP KEY 2

SALES SUMMARY- 41,000 GSF UNIT AT 66 IMAGE
WITH A CHAIN OPERATOR AT SITE 100 AT A 100 IMAGE LEVEL

(2006 DOLLARS )
(GROSS (GROSS (GROSS
008 $PSF) 2010 $PSF) 012 $PSF)
WEEKLY SALES: $155,700 ($3.80) $165,300 ($4.03) $175,000 ($4.27)
ANNUAL SALES:; $8,096,400 $8.595,600 $9,100,000

COSENTINO'S
MAPKEY 1
SALES SUMMARY- 27,000 GSF UNIT AT 90 IMAGE
WITH A CHAIN OPERATOR AT SITE 100 AT A 100 IMAGE LEVEL

(2006 DOLLARS )
(GROSS (GROSS (GROSS
2008 $PSF) 2010 $PSF) 201 $PSF
WEEKLY SALES: $136,200 ($5.04) $137,800 ($5.10) $139,500 ($5.17)
ANNUAL SALES: $7,082,400 $7,165,600 $7.254,000
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SALES SUMMARY

PROPOSED CHAIN SUPERMARKET AT SITE AT 120 IMAGE (I.E. SAFEWAY, RALEY'S)
SITE MAP KEY 100
SALES SUMMARY- 55,000 GSF UNIT AT 120 IMAGE
WITH ALL THE NEW COMPETITON SCHEDULED FOR 2006

(2006 DOLLARS )
(GROSS (GROSS (GROSS
2008 $PSF) 2010 $PSF) 2012 $PSF)
WEEKLY SALES: $467,000 ($8.49) $486,600 ($8.85) $506,200 ($9.20)
ANNUAL SALES: $24,284,000 $25,303,200 $26,322,400
LUNARDI'S
MAP KEY 2
SALES SUMMARY- 41,000 GSF UNIT AT 66 IMAGE
WITH A CHAIN OPERATOR AT SITE 100 AT A 120 IMAGE LEVEL
(2006 DOLLARS )
(GROSS (GROSS (GROSS
2008 $PSF) 2010 $PSF) 012 $PSF)
WEEKLY SALES: $147,800 ($3.60) $156,800 ($3.82) $165,800 ($4.04)
ANNUAL SALES: $7,685,600 $8.153,600 $8,621,600
COSENTINO'S
MAP KEY 1
SALES SUMMARY- 27,000 GSF UNIT AT 90 IMAGE
WITH A CHAIN OPERATOR AT SITE 100 AT A 120 IMAGE LEVEL
(2006 DOLLARS )
(GROSS (GROSS (GROSS
2008 $PSF) 2010 $PSF) 012 $PSF)
WEEKLY SALES: $127,700 ($4.73) $129,200 (84.79) $130,800 ($4.84)
ANNUAL SALES: $6,640,400 $6,718,400 $6,801,600
/-—
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