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Ms. Renee Montgomery
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SUBJECT: PROPOSED SAFEWAY GASOLINE FUELING STATION
NEED ANALYSIS

Dear Ms. Montgomery:

Enclosed please find Lipman Frizzell & Mitchell's analysis of the need for a gasoline
fueling facility proposed for the expanded Safeway supermarket at the renovated Bowie
Marketplace shopping center in connection with Safeway’s petition for a special
exception. The property is located in the City of Bowie, Prince George’'s County,
Maryland.

LF&M finds that there is need for the proposed fueling station based on evidence that it
will be "reasonably convenient and useful to the public,” serving in particular the
customers of the Safeway supermarket. The enclosed report summarizes our
reasoning process.

It has been a pleasure working with you on this project. Please call me at (410) 423-
2372 should you have any questions or comments.

Sincerely,
LIPMAN FRIZZELL & MITCHELL LLC

Joseph M. Cronyn
Partner



SAFEWAY GASOLINE FUELING STATION
NEED ANALYSIS

EXECUTIVE SUMMARY

Lipman Frizzell & Mitchell LLC (LF&M) has been engaged by Safeway, Inc. (Safeway)
in connection with its petition to the Zoning Hearing Examiner for a special exception
permitting the operation of a gasoline fueling station on the Bowie Marketplace
shopping center property located in the City of Bowie, Prince George’s County.

The proposed Safeway gasoline fueling station is planned as containing only the
following elements: six multi-product dispensers (MPDs) with 12 fueling positions and a
small service kiosk of less than 500 sq.ft. The subject will be open to the general public,
but will offer a discount (typically $0.035+/-) on gasoline to Safeway customers only.

LF&M has been engaged to examine evidence of the public need for a gasoline fueling
station at this location. Presentation of sufficient evidence of public need for the use is
required before a special exception for that use can be granted.

LF&M finds that the subject has ample market support. In summary, our reasoning is
as follows:

e Location - The subject is offered as an auxiliary service to Safeway supermarket
customers within Bowie Marketplace, a major redeveloping shopping center.
Consistent with its auxiliary function, the fueling station is appropriately located
within the shopping center and in relationship to Annapolis Road. Its location,
access, signage and marketing are not appropriate for a standard highway-oriented
gasoline service station.

e Customer Convenience - The Safeway gasoline fueling operation offers only limited
service during supermarket operating hours. Though the station is open to the
public, only Safeway customers are offered a small discount off the price of their
gasoline.

e Bowie Main Street - The station is an important component of the expansion of the
Safeway supermarket within the Bowie Marketplace. It aims to offer one additional
service to the supermarket's customers. An improved Safeway and Bowie
Marketplace are critical to the realization of the Bowie Main Street vision.

e Safeway Customer Base - The expanded Safeway supermarket is projected to
capture over two-fifths of the trade area’s supermarket consumers.
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e Competitive Supply - LF&M finds that there are six gas stations located within the
defined trade area. The trade area stations are typically older, have not been
updated to contemporary standards, have a repair-orientation (rather than a
pumping emphasis) with smallish sites congested with vehicles to be repaired. We
estimate that their total annual pumping volume for trade area consumers is in the
range of 7.20 to 8.64 million gallons per year.

e Trade Area Demand - LF&M has estimated total trade area demand for gasoline in
the range of 9.92 to 10.91 million gallons per year.

e Unmet Demand - LF&M quantifies unmet trade area demand (need) in the range of
approximately 1.28 to 3.71 million gallons per year, based on a comparison of trade
area consumption with the estimated gallonage pumped for the area by its six
service stations.

e Safeway Capture — The Safeway fueling station's projected production represents
only approximately one-seventh of the total supply of fuel services available in the
defined trade area. The subject captures an estimated 14.5% of total trade area
demand and only about one-third (33.6%) of even its own residential consumers’
gasoline purchases.

The proposed Safeway gasoline fueling station is positioned as a convenient service to
the supermarket’s consumers and not a typical service station operation. The subject
will serve consumers in the North Bowie trade area. That area is currently under-served
by its existing six stations, which are typically older and somewhat obsolete regarding
contemporary consumer expectations.

LF&M has considered public need to mean “expedient or reasonably convenient and
useful to the public’ (as defined in Lucky Stores, Inc. v. Board of Appeals) and
“convenient, useful, appropriate, suitable, proper or conducive to the public in the
surrounding area” (as defined in Baltimore County Licensed Beverage Association,
Inc. v. Kwon). We find that the proposed fueling station satisfies the public need
because it meets the demand of Safeway shoppers for fuel service as demonstrated by:

o Safeway Patrons - Safeway patrons represent a strong segment (more than two-
fifths) of residential households in the supermarket’s defined trade area.

e Expedient or Reasonably Convenient - There will be a high propensity for a large
segment of Safeway members to combine their shopping trip at the supermarket
with a fueling stop at the on-site fueling station.

e Useful - Safeway customers will find the competitive fuel pricing available to them at
the subject fueling station to be advantageous (though probably not sufficient to
merit an extra trip to the store).
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In addition, we have quantified the unmet need gasoline within the Safeway trade area
at 1.28 to 3.71 million gallons annually. The Safeway fueling station can satisfy some of
that need for the supermarket’s customers.

LF&M, therefore, finds that there is sufficient evidence of public need for the proposed
gasoline fueling station.
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. INTRODUCTION

Lipman Frizzell & Mitchell LLC (LF&M) has been engaged by Safeway, Inc. (Safeway)
in connection with its petition to the Zoning Hearing Examiner for a special exception
permitting the operation of a gasoline fueling station on the Bowie Marketplace
shopping center property located in the City of Bowie, Prince George’s County.

A. PURPOSE OF ASSIGNMENT

The proposed Safeway gasoline fueling station (subject) is planned as containing only
the following elements: six multi-product dispensers (MPDs) with 12 fueling positions
and a small service kiosk of less than 500 sq.ft.

LF&M has been engaged to examine evidence of the public need for a gasoline fueling
station at this location. Presentation of sufficient evidence of public need for the use is
required before a special exception for that use can be granted.

For purposes of this analysis, we have considered public need to mean “expedient or
reasonably convenient and useful to the public” (as defined in Lucky Stores, Inc. v.
Board of Appeals) and “convenient, useful, appropriate, suitable, proper or conducive to
the public in the surrounding area” (as defined in Baltimore County Licensed Beverage
Association, Inc. v. Kwon). In addition in this case, we consider an automobile fueling
station to be accommodating to the public need when it meets the demand of the
Safeway supermarket’'s customer base for fuel service and when there is evidence of
sufficient unmet demand for fuel service in its trade area, as analyzed according to
standard market research methodologies.

LF&M recognizes the nature of the subject as a fueling station facility which primarily
serves the needs of its supermarket patrons. This “niche market” fueling facility does
not, therefore, compete directly against standard service stations—as is clear in its
location within the shopping center, signage and marketing. LF&M, therefore, departs
somewhat from our methodology typical in an analysis of public need. In particular, the
standard methodology involves more attention to pass-by (commuter) traffic in front of a
station than is appropriate here, since the Safeway supermarket operation already
captures and “delivers” its food shopper customers to the fueling station facility.

In this analysis, LF&M focuses on the key issue of whether the proposed fueling station

provides a service which is desired by the Safeway customer base. We also analyze
competitive supply factors within the subject’'s immediate Bowie trade area.
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B. SCOPE OF WORK
In conducting this analysis LF&M has accomplished the following tasks:

e Inspected the subject site and trade area;

e Reviewed Safeway, Inc. national sales statistics (2006 Annual Report);

e Reviewed trade area household and income statistics developed by ESRI Business
Information Solutions, Inc. (ESRI) a recognized national demographic research firm;

e Reviewed numerous standard reference texts concerning retail supply and demand,
most particularly the U.S. Census Consumer Expenditure Survey (CES) and 2002
Economic Census: Retail Trade; National Petroleum News and its Market Facts
publication; the Urban Land Institute’s Dollars and Cents of Shopping Centers;

e Reviewed the Preliminary Master Plan and Proposed Sectional Map Amendment for
Bowie and Vicinity (April 2005);

o Determined the geographic area from within which the subject typically will draw the
majority of its customers;

e Consulted State Highway Administration and private traffic volume maps and analyses
to determine traffic volumes in the Bowie areg;

¢ Surveyed nearby service stations to develop information on their location, operational
characteristics and other factors;

e Referred to the Maryland Department of Assessment & Taxation records to confirm
the number of gasoline service stations located within the trade area;

e Calculated demand and market share statistics relevant to the proposed fueling
station use and arrived at certain conclusions.

C. ORGANIZATION OF REPORT

Following this Section I, LF&M's report is organized in four sections as follows: Section
I, site and location analysis; Section lll, public need analysis; Section |V, other issues;
Section V, summary and conclusions.

D. QUALIFICATIONS OF CONSULTANT

Lipman, Frizzell & Mitchell is a multi-faceted real estate consulting and appraisal firm
serving the Mid-Atlantic since 1977. LF&M is the largest real estate advisory firm
headquartered in the Region, with 25 professionals in our Columbia, MD offices.
Joseph M. Cronyn, Partner, is the principal in charge of this assignment.

A brief description of the firm and Cronyn's resume are found in Appendix A at the end
of this study.
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Il. SITE LOCATION ANALYSIS

In this section, LF&M describes the subject's Bowie Marketplace location, its access
and surroundings in order to establish its positioning within the competitive environment.

A. SITE DESCRIPTION

The subject is located within the Bowie Marketplace shopping center. The shopping
center is now under re-development and is planned to contain approximately 200,000
sq.ft. of commercial space upon completion including: 161,000 sq.ft. of retail space and
30,000 sq.ft. of office space. The existing Safeway supermarket will be significantly
expanded: from 43,000 sq.ft. currently to approximately 58,000 sq.ft.—an increment of
34.9%. Total parking within the shopping center is approximately 1,100 spaces.

The shopping center property totals approximately 20 acres, located on the south side
of Annapolis Road (MD Route 450) at its intersection with Superior Lane. The center
will have primary access points on Annapolis Road and Superior Lane, with secondary
access available from Stonybrook Drive and Sage Lane. There is a signalized
intersection at Annapolis Road and Superior Lane.

B. FUELING STATION OPERATION

The fueling station operation is proposed to be located in the northern portion of the
shopping center, separated from the Safeway supermarket by a distance of
approximately 300 feet across the center’s parking field. The fueling station canopy and
kiosk will be located approximately 60 feet south of Annapolis Road at its nearest point,
but with only circuitous entry to the station possible from the road. This siting is not
consistent with typical gasoline retailing strategies, which emphasize maximum visibility
and proximity to the traffic flow. The siting is appropriate to a “niche market” station,
however, where usage is driven by the Safeway supermarket and not by pass-by traffic.

The fueling is planned as having six multi-product dispensers (MPDs) with 12 fueling
positions and a small service kiosk of less than 500 sq.ft.

The fueling station will be used primarily by Safeway customers, who alone receive a
modest (typically $0.035+/- per gallon) discount off of the market price of gasoline when
they use their Safeway cards. The station is planned to be open from 5:00 a.m. till 12
Midnight—the same hours as the Safeway supermarket. All credit cards and cash will
be accepted. There will always be one attendant on duty to assist customers. The
station offers three grades gasoline, but no diesel fuel. A limited selection of
convenience items will be available for sale in the small kiosk: cigarettes, coffee, sodas,
and snacks. No auto services other than gasoline will be offered.
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C. SITE ACCESS

Bowie Marketplace property will have its primary entrances on Annapolis Road and
Superior Lane. The former is a right-in/right-out entrance located just west of the
Annapolis Road’s signalized intersection with Superior Lane. There are four lanes of
through traffic on Annapolis Road at this point. The latter is a full-movement entrance
from Superior Lane located just south of the Annapolis Road intersection. Secondary
entrances can be accessed from Superior Lane, Stonybrook Drive and Sage Lane.

Annapolis Road is a collector road serving adjoining Bowie neighborhoods and carrying
traffic between Crain Highway on the east and Laurel-Bowie Road (MD Route 197) on
the west. The function of Annapolis Road within the highway hierarchy can be inferred
from the relatively smaller volume of traffic it carries as compared to other Bowie
highways according to the State Highway Administration's 2006 Traffic Volume Maps by

County:

Location Ann.Avqg.Daily Trips
Annapolis Road (west of Belair Drive) 18,200
Crain Highway (north of US Route 50) 77,791
Laurel-Bowie Road (north of Annapolis Road) 28,570
John Hanson Highway (east of MD Route 197) 105,940

Annapolis Road offers good access to Bowie Marketplace from adjoining residential
neighborhoods in the City of Bowie including: Bowie Forest, Somerset Park,
Meadowbrook, Chapel Forge, Belair Town, Old Chapel Estates, Rockledge, Whitehall,
Overbrook, Yorktown, Idlewild, Buckingham, Derbyshire, Kenilworth, Fox Hill, Tulip
Grove, Somerset, Forest Hills.

D. SURROUNDING LAND USES

LF&M has surveyed the subject's immediate Annapolis Road neighborhood. We find
existing commercial/retail (Free State Mall and Hilltop Plaza shopping centers),
institutional (Bowie High School, Bowie Center for the Performing Arts, Saint Pius X
Catholic School) and recreation (Archer Park, White Marsh Park) uses predominating.
Residential neighborhoods lie to the north and south, removed from the traffic on
Annapolis Road.
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Preliminary Master Plan

The Preliminary Master Plan and Proposed Sectional Map Amendment for Bowie and
Vicinity (April 2005) envisions Bowie Marketplace as an important component in the
redevelopment of the Annapolis Road corridor between Race Track Road and
Stonybrook Drive. The master plan calls the area “Bowie Main Street” and calls for
redevelopment with a “mix of retail, office, and medium-density residential uses.” The
plan also traces some of the disinvestment in the immediate area to competition from
Bowie Town Center and other retail centers, which have drawn away “a significant portion
of the population that once patronized the businesses of Main Street.” It envisions Bowie
Main Street asserting an identity separate from that of Bowie Town Center in order to
attract new visitors from both within and beyond the surrounding area.

The subject, therefore, is located within the redeveloping Bowie Marketplace shopping
center in the Bowie Main Street area, whose long-term health is important to the City of
Bowie and Prince George’s County. In particular, the Main Street area has experienced
difficulties in recent years as some of its market has been taken by Bowie Town Center
and other retail centers.

E. SUMMARY

In summary, the subject is offered as an auxiliary service to Safeway supermarket
customers in Bowie Marketplace, a major redeveloping shopping center. Consistent
with its function, the fueling station is appropriately located within the shopping center
and in relationship to Annapolis Road. lts location, access, signage and marketing are
not appropriate for a standard highway-oriented gasoline service station.

The Safeway gasoline fueling operation offers only limited service during supermarket
operating hours. Though the station is open to the public, only Safeway customers are
offered a small discount off the price of their gasoline.

The station is an important component of the expansion of the Safeway supermarket
within the Bowie Marketplace. It aims to offer one additional service to the
supermarket’s customers. An improved Safeway and Bowie Marketplace are critical to
the realization of the Bowie Main Street vision.
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lll. PUBLIC NEED ANALYSIS

In this section, LF&M reviews certain factors which are determinative of the subject
fueling station's ability to accommodate the public need. We describe the Safeway
business model, estimate total demand for gasoline within the subject’s trade area,
examine the proposed store’s consumer characteristics and estimate the subject fueling
station's usage, then draw conclusions regarding accommodation of public need.

A. SAFEWAY, INC.

Safeway Inc. is one of the largest food and drug retailers in North America. As of
September 8, 2007, the company operated 1,738 stores in the Western, Southwestern,
Rocky Mountain, and Mid-Atlantic regions of the United States and in western Canada.
Approximately 75 stores are located in Maryland. In support of its stores, Safeway has
an extensive network of distribution, manufacturing and food processing facilities.

Safeway’s new store format is referred to as the “Lifestyle” store and is approximately
55,000 square feet. The Lifestyle store showcases the Company’'s commitment to
quality, particularly in the perishables departments. The Lifestyle store has an earth-
toned décor package, subdued lighting, custom flooring, unique display fixtures and
other special features that impart a warm ambience that the Company believes
significantly enhances the shopping experience. At year-end 2006, 751 stores, or 43%
of the store base, were remodeled to this format. By the end of 2009, the Company
expects that the Lifestyle rollout will be largely complete.

As of December 2006, 340 Safeway stores (19%) had fuel service operations. Fuel
sales were a significant contributor to same-store sales increases in the 2004-2006
period.

B. SAFEWAY SUPERMARKET TRADE AREA

LF&M has defined the subject fueling station’s trade area as the area served by its
Safeway supermarket. The trade area has the following boundaries: Anne Arundel
County line on the north and east, US Route 50 on the south, Laurel-Bowie Road (MD
Route 197) on the west. The area is comprised of the following Transportation Analysis
Zones (TAZs): 902, 903, 904, 905, 906, 907, 908, 909, 910. All TAZs are located
within Traffic Analysis District (TAD) 111. The trade area is depicted on the map on the
following page.

LF&M has defined the trade area based on three principal factors:
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