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January 23, 2014

Alan S. Bachman

Office of the Attorney General
State Agency Counsel Division
c/o DFCM Room 4110

State Office Building

Salt Lake City, UT 84114

RE: Highest and Best Use Analysis, “As Is” valuation and a hypothetical Investment Value
“As If Master Planned and Improved with Backbone Infrastructure”, valuation of 680.6
acres known as the “State Prison Land”, Draper, Utah

Dear Mr. Bachman:

At your request, we have prepared the following self-contained analysis and appraisal report on
the above- referenced property. The valuation date is August 20, 2013. We have delayed final
delivery of the report, pending completion of a full site analysis by MGT. The intended use of
the report is for an aid in disposition of the site. The purpose of this appraisal assignment is as
follows:

. Identify and Analyze Complementary Highest and Best Uses
. Establish “As Is” Market Value Estimate of the Site
. Establish Hypothetical Investment Value “As If Master Planned and Improved

with Backbone Infrastructure”

The report has been prepared in a self-contained format as defined by USPAP Standards Rule 2-
2(b). This type of written report presents a full discussion of the data and analyses that are
employed in the appraisal process to develop an opinion of value.

The appraisal report has been prepared in a manner to conform to the Uniform Standards of
Professional Appraisal Practice (USPAP) adopted by the Appraisal Standards of the Appraisal
Foundation.

The subject consists of approximately 680.6 acres, based on a Google Maps analysis conducted
by Greg Peay of the DFCM. It is noted that an official survey was not provided for this
appraisal. Neither have planning and engineering been conducted to identify specific uses and
costs. As such, the purpose of this report is to conduct a market analysis and identify general
value scenarios that will enable the state to understand how to extract maximum value from the
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property. It is noted that 68.7 acres of the subject are owned by UDOT and 60.7 acres are under
a use agreement with the FFSL. Regardless of these issues, the parcels are included, based on
statute cited by the Utah State Attorney General’s office, which states,

“’Current prison land” means all the land owned or controlled by the state on which the current
prison is located or that is contiguous to and surrounding the current prison, including land
owned by the Utah Department of Transportation but not used by the Utah Department of
Transportation for a right-of-way.”

It is important for a reader to understand that the value concluded is under the extraordinary
assumption of fee simple value, free of any leases or other encumbrances. The costs associated
with settling any use agreements or other impediments to development are not addressed in this
report. Any unidentified encumbrances could affect the final value conclusion.

It is also noted that the subject property is potentially impacted by archeological sites. We spoke
with Mr. Arie Leeflang of the Utah Division of State History to ascertain whether any known
sites are located on the subject property. We sent a map of the subject to Mr. Leeflang for
analysis. Mr. Leeflang indicated that a site is located near the subject property on the north side
of Bangerter Highway and to the west of the railroad tracks. Mr. Leeflang observed that
inasmuch as all of the subject property is located on the east side of the railroad tracks, it does
not appear that it includes known sites, most of which are associated with historic canals. If
archeological sites are discovered on the subject property at some point, they could have a
substantial impact on the value. This report is being completed under the extraordinary
assumption that the value won’t be affected by current leases or use agreements, nor any
archeological sites that may be found on the subject property.

In the valuation process, the sales comparison and income or “development approach” to value
have been expanded. The cost approach was not developed because the lots and land are vacant.

Based on input from state officials it appears likely that the state will master plan the subject
parcel and sell it in phases. As a result, in addition to an “As Is” value, we have generated a
Hypothetical Investment Value “As If Master Planned and Improved with Backbone
Infrastructure”. After careful consideration of the information and analysis contained within this
report, we are of the opinion the subject property has the following estimated values:

“As Is” Value $ 51,300,000
Hypothetical Internal Investment Value
“As If Master Planned and Improved $ 130,000,000

with Backbone Infrastructure”

Projected Absorption Period 5 years
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The following appraisal report provides supporting data, assumptions, and justifications for our
final value conclusions. The appraisal is made subject to the general assumptions and limiting
conditions stated at the end of the report.

It is noted that the definition of “market value” assumes an all cash sale. Due to the extreme
scarcity of high risk capital in today’s economy there is little demand for cash purchases of large
parcels, as indicated by the lack of such sales in recent years. While the “as is” value conclusion
is considered to be reliable, this report in no way prohibits the state from negotiating a higher
sale price based on changing market conditions and intensity of uses.

Please call if there are any questions.
Respectfully submitted,

VALBRIDGE | FREE AND ASSOCIATES, INC.
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GARY R. FREE, MAI, SRA ROLAND D. ROBISON TYLER A. FREE

Senior Managing Director Senior Appraiser Senior Appraiser
Utah State - Certified General Appraiser Utah State-Certified General Appraiser Utah State-Certified General Appraiser
License # 5451769-CG00 (Exp. 6/30/15) License #5452047-CG00 (Exp. 3/31/14) License #6050225-CG00 (Exp. 12/31/14)
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EXECUTIVE SUMMARY

General Information
Subject —

Location -

Tax ID Number(s) —

Owner(s) of Record -

Highest and Best Use
Land “As If” Vacant -

Current Zoning -
Purpose of Appraisal -
Property Rights -

680.6 Acres

14425 South Bitterbrush Lane, Draper, Utah
33-01-300-006, 33-02-200-017, 33-01-100-028

State of Utah, Department of Administrative Services
Division, FAC Construction and Management

Master Plan Development
Ml, A-5, TSD

Estimate market value
Fee simple estate

Estimated Exposure Time - 12 months
Site Description
Size - 680.6 Acres
Shape - Irregular
Topography - Mostly level
Utilities - All utilities available and adequate for development

Flood Designation -

Floodscape Map # 49035C 0062G, dated 8/2/12 Zone
C, area of low flood risk

Appraisal Dates
“As Is” Valuation Date

Report Date -

August 20, 2013
January 23, 2014

Valuation Conclusions
“As Is” Value

Hypothetical Internal Investment Value
“As If Master Planned and Improved
with Backbone Infrastructure”

Projected Absorption Period

$ 51,300,000

$ 130,000,000

5 years
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GENERAL INFORMATION

Identification of the Assignment

Client - The client, who engaged our services on June 20, 2013, is Alan Bachman of The Office
of the Attorney General.

Intended User(s) - The intended user of this appraisal report is Mr. Bachman, the State of Utah,
its affiliates or subsidiaries, other governmental/non-governmental agencies, legal counsel or
other transaction participants. There are no other intended users.

Intended Use - The intended use of this appraisal is to provide the client with master plan
models and an opinion of value for use in asset disposition.

Purpose of the Appraisal - The purpose of this appraisal assignment is to analyze the subject
property and determine an opinion as to the following:

. Identify and Analyze Complementary Highest and Best Uses
. Establish “As Is” Market Value Estimate of the Site
. Identify Hypothetical Investment Value “As If Master Planned and Improved with

Backbone Infrastructure”

Date of the Appraisal — The effective date of the appraisal is August 20, 2013, which is also
when the inspection of the subject’s property was conducted by the appraisers. The date of the
report or completion date is January 23, 2014.

Property Rights Appraised - The subject parcels have fee simple estate property rights.
Extraordinary Assumptions/ Hypothetical Conditions

As of the date of valuation, the subject parcels are zoned Ml, TSD, A-5 and have prison
improvements. The values identified herein are based on the hypothetical condition that the
property is vacant and that zoning has been changed to accommodate the identified highest and
best uses.

Estimated Exposure Time

We have talked with a number of local real estate agents to get an indication of the demand and
exposure period required for the successful sale of the subject in the current marketplace. Based
on this, we have projected a 12 month exposure period.



Identification of the Property
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The subject parcels are identified by the Salt Lake County Assessor’s Office as parcels #33-01-
300-006, #33-02-200-017 and #33-01-100-028. Inasmuch as the primary (orange) parcel
includes other parcels that are not the subject of this report, and that a current survey had not
been conducted on the subject parcels, the above analysis was conducted by Greg Peay of the
DFCM, using Google Maps. While this does not represent a precise analysis, it is believed to be
a reasonable representation of the approximate size of the subject. The actual size was
determined as follows:

“Main Property” (Orange and Pink) 611.9 Acres

“North Property” (Blue) 68.7 Acres
TOTAL 680.6 Acres

Statement of Ownership - According to the Salt Lake County Recorder's Office, the title to the
subject “Main Property” is currently vested in the name of State of Utah, Department of
Corrections, while the “North Parcels” are vested in the name of the Utah Department of
Transportation.

Address of the Subject - The subject address is 14425 South Bitterbrush Lane, Draper, Utah.



HISTORY OF THE PROPERTY

Purpose - The purpose of this section is to track the recent sales history of the subject properties
in order to assist in the process of developing a value conclusion. It is noted that Utah is a non-
disclosure state. As such, detailed information is often very difficult to obtain. However, every
effort has been made to ascertain relevant information regarding each transaction over the past
three to five years.

The subject properties have been owned by Utah state agencies for many years. There have been
no sales or listings of the subject properties within the last five years.



SCOPE OF WORK

Inspection: We inspected the subject property on August 20, 2013, with the assistance of the
Deputy Warden, who drove us around the site. We also inspected the western boundary from the
Frontage Road and the northern boundary from Bangerter Highway and adjoining streets.

Highest and Best Use: We have conducted a complete analysis of the site, identifying likely
entitlements. We met with Draper City Manager, David Dobbins, Assistant City Manager,
Russell Fox and Community Development Director Keith Morey regarding likely zonings and
permissible uses. We also considered physically possible uses and conducted detailed
evaluations regarding the financial feasibility of various use options. Finally, we evaluated the
relationships between the various uses and concluded a maximally productive plan that would
yield the highest values for the overall parcel.

“As Is” Value Estimate and Data Researched: We performed an extensive investigation in
the local marketplace and of market conditions for valuation of the various uses proposed for the
subject property. We have analyzed comparable data of other transactions that have occurred in
the subject’s market. Our valuation research included, but was not limited to, talking with city
and county officials, real estate brokers, appraisers, and local property owners. Any sales data
used in this report has been verified with a responsible party. Utah is a non-disclosure state;
therefore, information used in this report is as reliable as practical.

Hypothetical Investment Value “As if Master Planned and Improved with Backbone
Infrastructure” Estimate: We conducted extensive market research, identifying the
relationship between inventories and demand levels of various land uses to arrive at conclusions
regarding market conditions and absorption rates. We then analyzed carrying costs and utilized
discounted cash flow techniques to establish a Investment Value as if Master Planned
considering the various uses.

Valuation Approaches: In the valuation process, three approaches are usually considered when
developing an opinion of value: (1) cost approach; (2) sales comparison approach; and (3)
income approach. Inasmuch as improvements had not been engineered for the proposed uses,
the cost approach was not expanded. The income approach and sales comparison approach were
the applicable approaches utilized in the analysis.

Report Format: This is a self-contained appraisal report in accordance with Standards Rule 2-
2(b) of the Uniform Standards of Professional Appraisal Practice. All applicable approaches to
value have been expanded and evaluated; the report presents full discussions of the data,
reasoning and analyses that were used to develop the appraiser's opinion of value. Supporting
documentation concerning the data, reasoning and analyses is retained in the appraisers' files.
The depth of discussion contained within this report is specific to the needs of the client and for
the intended use stated.

Conforming Requirements - The appraisal report has been prepared in a manner to conform to
the Uniform Standards of Professional Appraisal Practice (USPAP) adopted by the Appraisal
Standards of the Appraisal Foundation.



DEFINITIONS

The following selected definitions were obtained from the following sources:

e The Dictionary of Real Estate Appraisal, Fifth Edition, Appraisal Institute, Chicago
Illinois, 2010.

e The Appraisal of Real Estate, Thirteenth Edition, Appraisal Institute, Chicago Illinois,
2008 (13" Edition).

e Federal Register, Volume 55, Number 163, (August 22, 1990)

e Glossary of the Uniform Standards of Professional Appraisal Practice, 2010-2011.

e Appraisal Policies and Practices of Insured Institutions and Service Corporations, Federal
Home Loan Bank Board, "Final Rule, December 21, 1987.

"As Is" Premise

Market Value "as is" on appraisal date means an estimated of the market value of a property in
the condition observed upon inspection and as it physically and legally exists without
hypothetical conditions, assumptions, or qualifications, as of the date the appraisal is prepared.

Fee Simple Estate
Absolute ownership unencumbered by any other interest or estate; subject only to the limitations
imposed by the governmental powers of taxation, eminent domain, police power, and escheat.

Highest and Best Use

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

Market Value
The most probable price which a property should bring in a competitive and open market under
all conditions requisite to a fair sale, the buyer and seller each acting prudently and
knowledgeably, and assuming the price is not affected by undue stimulus. Implicit in this
definition is the consummation of a sale as of a specified date and the passing of title from seller
to buyer under conditions whereby:

1. Buyer and seller are typically motivated,;

2. Both parties are well informed or well advised, and each acting in what they consider their

own best interests;

A reasonable time is allowed for exposure in the open market;

Payment is made in terms of cash in U.S. dollars or in terms of financial arrangements
comparable thereto;

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

P w
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Substitution

The appraisal principle that states when several similar or commensurate commodities, goods, or
services are available, the one with the lowest price will attract the greatest demand and widest
distribution.

Extraordinary Assumption

An assumption, directly related to a specific assignment, which, if found to be false, could alter
the appraiser’s opinions or conclusions.

Hypothetical Condition
That which is contrary to what exists, but is supposed for the purpose of analysis.

Papered Lots

This refers to fully engineered and entitled plats that have been approved by all applicable
regulatory agencies and are either recorded or ready for recording. The concept also implies
public access to the plats and a full complement of utilities to the property.



Area Data ~ 7

AREA ANALYSIS - REGIONAL AND COUNTY DATA

The subject property is located in northern Utah
within the boundaries of Salt Lake County. The
metropolitan area of Salt Lake County is the
largest population, transportation, and business
center in the state of Utah. Salt Lake is the
financial center for the Intermountain Region,
which encompasses all of Utah, southern ldaho,
southwestern Wyoming, and eastern Nevada. Salt
Lake County is part of a four-county area that is
commonly known as the Wasatch Front.

About 76 percent of the state population resides
within the Wasatch Front area of northern Utah, an
urbanized corridor that stretches nearly 100 miles
along the base of the Wasatch Mountains, with the
cities of Provo and Orem to the south, Ogden to
the north, with Salt Lake City lying equidistant in
the middle.
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The following is an overview of the four forces (environmental, social, governmental, and
economic) that interact in the marketplace and exert influence on supply and demand that affects

and assists in determining real property values.

Environmental Considerations - These influences take into account the geographic setting,

constraints imposed by natural terrain, fabricated barriers, climate, soil conditions,
transportation linkages, and servicing ability of the regional infrastructure.

Salt Lake County encompasses about 769 square miles overlaying the Salt Lake Valley,
bordered by the Wasatch Mountains to the east, the Oquirrh Mountains on the west, and the
Great Salt Lake to the northwest. The elevation varies from 4,205 to about 4,230 feet above
sea level within the valley and along the shore of the Great Salt Lake, rising into the steeper
mountainous terrain of the Wasatch Mountains and 11,051-foot peak of Sugarloaf Mountain
at the Alta Ski Resort.

Interstate 15 (north/south) and Interstate 80 (east/west) are the primary transportation
corridors in the state and intersect in Salt Lake City. These routes are augmented by
Interstate 84 (an east/west link between Interstate 80 at Echo Junction and Interstate 15 at
Ogden) and Interstate 70, which extends east from Interstate 15 near Cedar City through the
central-east portion of the state. Other components of the transportation infrastructure
include Salt Lake City International Airport, three major railroads, and numerous interstate
transport service companies.
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The Utah Transit Authority (UTA) operates scheduled bus routes throughout the Wasatch
Front region, in addition to light-rail (TRAX), and commuter rail (FRONTRUNNER). The
TRAX light-rail network includes a 16-mile mainline that runs from the Salt Lake Intermodal
Center to Sandy, with spur line extensions that connect to the University of Utah, West
Valley Civic Center, and Daybreak community in West Jordan. Two additional spur lines
extend service to Salt Lake International Airport and Draper. The Sugar House Streetcar line
runs east from the Central Pointe TRAX Station approximately two miles along the historic
rail corridor, terminating at the Sugar House commercial district near Highland Drive. The
FRONTRUNNER commuter trains have operated on 44 miles of track between the Salt Lake
Intermodal Center and Ogden Intermodal Center for several years; however, with the
completion of a 45-mile southerly extension to Provo in 2012, rail service expanded to
include 15 passenger stations that span the entire Wasatch Front region,

Soil conditions are adequate to facilitate the majority of construction activities. The climate
is conducive to substantial residential, commercial, industrial, and business activity,
interrupted only occasional by inclement weather. The enforcement of zoning and general
plan regulations has created conformity of land use that has positively influenced property
values. Overall, the environmental considerations are favorable.

Economic Considerations - Economic forces affect the relationships between the demand for
and supply of goods and services, and the ability of the population to acquire what it needs or
demands. Factors of influence include the composition of the work force, diversity of
industry, competition, the supply and availability of real estate and other necessary or desired
goods and services.

Utah’s workforce added 28,800

jobs over the past year, a 2.4 54'5‘112'4 m Matural Resources and Mining
percent gain that increased the
employment base to 1,230,500
persons. The unemployment rate
for the state stood at 4.6 percent
as of May 2013, with Salt Lake 1115
County slightly lower at 4.1
percent, which compares 1576
favorably with the national rate of
7.6 percent as of May 2013. 1676
Total employment in Utah as of
this date was estimated at
1,336,500.

B Construction
2735 Manufacturing
B Trade, Transportation, & Utilities
B nformation

Financial Activities

Professional and Business Services

Education and Health Services

Leisure and Hospitality

Government

The economic base is fairly diversified and unemployment levels are low with no single
employer predominant in the local work force, with the exception of the University of Utah.
This is beneficial, since a major employer cannot adversely affect the local economy and
local real estate values by laying-off a large number of workers.
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All of Utah’s private sectors continued to add jobs over the past year, increasing employment
by 46,200 for a 3.6 percent job growth rate. Employment in the government sector declined
by 2,900 positions, indicating the bulk of Utah’s employment growth is occurring within
private sector businesses. Building Construction was the most robust, with a year-over
growth rate of 28.9 percent, adding 4,100 jobs. The much larger service-producing side of
the economy (83.7 percent of all employment) had employment gains of 3.6 percent over the
past year, adding 37,000 jobs.

Median household income in Utah is $59,857, ranking it 8" nationally; however, the per
capita personal income is only $32,473, which ranks 45" nationally. This disparity is caused
by an average household size of 3.10 persons, the highest in the nation.

Historically, Utah’s economy has recovered more rapidly following a period of recession
compared to that of the nation and this pattern is evident in the current recovery. While the
expansion is gaining strength, the global financial crisis that began in 2008 continues to
influence economic growth throughout the nation. According to the Utah Economic Report
to the Governor, employment is forecast to increase by 3.6 percent through 2013.

Following a period of declining property values, the real estate markets (both residential and
non-residential) has stabilized and are generally rising in values. Demand for new
commercial and industrial tenancies is growing, evidenced by emerging new construction
activity, and increasing availability of financing. Overall, the economic factors indicate
mostly positive influences and rising occupancy levels for the future.

Social Considerations - Social influences are reflected in the demographic composition of the
population base, community preferences, socio-economic issues, availability of cultural and
recreation amenities, and the impacts of anticipated change.

Salt Lake County had a July 2011 population estimated at 1,063,842 persons, according to
the Census Bureau. This represents 37.3 percent of the state’s 2,855,287 persons. Four of
the five largest cities in the state (Salt Lake City, Sandy City, West Valley City, and West
Jordan City) are located in Salt Lake County. The population of Salt Lake County and the
Wasatch Front region is forecast to have annual growth through 2050 averaging 1.5 percent,
which is slightly below the statewide projection of 1.9 percent.

According to the Utah State Education Office, Salt Lake County has 150 elementary schools,
36 junior high schools, and 23 high schools. Utah is at the very bottom of the nation in per-
pupil expenditures, 48th place in average teacher wages and has the highest student/teacher
ratio in the nation; however, 10 percent more Utah public school students pass AP tests than
the national average. Additionally, Utah public school students' average composite score on
the ACT test in 2010 was 21.8 compared to 21 for the nation. Numerous colleges and
universities serve the Salt Lake area including the University of Utah, Brigham Young
University, Weber State University, Utah State University, Utah Valley State College, and
Westminster College. Education is a priority in the state and Utah ranks fifth nationally in
the educational attainment of its population over the age of 25, with 91.0 percent having
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graduating high school and 29.4 percent holding a bachelor's degree or better. The resulting
local work force is generally better educated than the national average and this provides a
positive benefit to local businesses.

Utah has an unusual demographic profile compared to other states. Utahns, on average, are
younger, live longer, have higher fertility rates, and have more persons per household. The
following are illustrative traits disclosed by the 2010 Decennial Census:

e Utah's residents have a median age of 27.9 years, which is the youngest of all the
states and well below the national average (35.2 years). In addition, it has the highest
household size in the nation (3.13 persons).

e Utah’s school age children (5 to 17 years) accounted for 22.8 percent of the total
population, also one of the highest shares in the nation. The Utah Economic and
Business Review has forecast the statewide school enrollment to increase
significantly through 2010, with Salt Lake and Utah counties projected to capture 60
percent of the growth.

e Family values and children are of great importance to Utahns. In terms of "child
well-being, Utah ranked 9th based on percent low birth weight babies, infant
mortality, child death rate, teen deaths (by accident, homicide, and/or suicide), and
teen birth rate. The state has the largest percentage of married couples (64.8 percent
of households), the highest fertility rate, and lowest ranking of families headed by a
single parent.

e Another favorable social influence is the low percentage (10.8 percent) of the
population living at or below the national poverty level. This reflects in part local
outreach programs and unreported financial assistance the LDS church provides to
the community and members in need.

Residents of Utah enjoy an invigorating four-season climate, a moderate cost of living, high-
quality education, excellent health care, and outstanding cultural and recreational
opportunities. Outdoor activities abound, including downhill and cross-country skiing,
snowmobiling, camping, hiking, hunting, fishing, boating, and golf. Utah’s ski resorts are
world renowned with eight (Deer Valley, Park City, The Canyons, Brighton, Snowbird, Alta,
Solitude, and Snow Basin) located less than 45 minutes from the airport. According to Ski
Utah, the Utah ski and snowboard industry contributes over $1 billion dollars to the local
economy each year and supports more than 20,000 jobs. The winter season of 2010 - 2011
saw 4.22 million skier visits, an increase of nearly 41 percent since the Salt Lake Olympic
Winter Games were held nearly a decade ago.

Governmental Considerations - These factors take into account the direct and indirect
influence elected representatives, political action groups, and/or regulating agencies may
have in the creation of policies; legislation, or enforcement of matters pertaining to the
development process and maintenance of community support facilities (fire/police
emergency services, libraries, schools, etc.).
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The Utah Association of Governments was empowered to assist the state's 29 counties and
local governments with multi-county planning, program integration, and optimization of
services. Salt Lake, together with Davis, Weber, Morgan, and Tooele counties are part of the
Wasatch Front Regional Council.

In January 2008, "Governing" magazine graded Utah's state government an A minus, the
highest grade amongst all states in the nation. Grades were based on four areas of
management: money, people, infrastructure, and information. On a local level, the
governmental influences are generally favorable with good conformity of land use. Utility
costs are reasonable and the level of municipal services is adequate and capable of supporting
growth in a controlled manner. Although some inefficiency exists in the coordination of
services between the cities and unincorporated county areas, this has not caused a reduction
or noticeably increases in the cost of services. Elected governmental officials are mindful of
community needs, emphasizing education and family values.

In June 2012, the American Legislative Exchange Council ranked Utah #1 for its economic
prospects, marking the fifth consecutive year that Utah led the nation for its mix of tax rates,
regulatory burdens, and labor policies that have the greatest impact on economic
performance.

Conclusion - Despite the nationwide recession influences of recent years that resulted in losses
in employment and economic output, Utah’s s economy has recovered and is showing growth
in both its labor force and gross domestic product. Utah’s nominal GDP was estimated at
$135.4 billion in 2013. The real estate market has also stabilized and showing signs of
strength in the form of new construction activity and rising values.

The fundamentals necessary for a likely strong performance in the future include a well-
educated and high-quality work force, an attractive business climate, and a diversified
economic structure. These strengths combined with a record-setting investment in
transportation infrastructure improvements should continue driving the economy over the
next decade. The forecast is for continued growth and repositioning in the residential,
commercial, business, and industrial market sectors, with demand driven by a gradual
population expansion and strong economic growth. In summary, the economic, social, and
cultural advantages available to residents make Utah a very desirable place to live and
conduct business.
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NEIGHBORHOOD DATA

A neighborhood, according to The Appraisal of Real Estate, 13" edition, published by the
Appraisal Institute, is defined as "a group of complementary land uses.”

Neighborhood Boundaries — Based on an analysis of characteristics, traffic patterns and
psycho-graphic barriers, the subject neighborhood was determined to have the following
boundaries:

North Boundary: 10600 South

South Boundary Pioneer Crossing Highway
East Boundary: Wasatch Mountains
West Boundary: Mountain View Corridor

Description of Neighborhood and Property Uses - The area within the neighborhood
boundaries consists largely of residential, commercial, recreational and industrial uses. The
general neighborhood is estimated to be 75 percent built up. The majority of the homes range in
age from new to over 100 years old and in value from about $150,000 to $1,000,000.

Access, Transportation and Traffic Arteries - Primary access and arteries within the subject
neighborhood include 1-15, Utah’s primary north/south corridor; Bangerter Highway; Salt Lake
County’s western belt route; State Street, Salt Lake County’s historic north/south corridor;
Redwood Road, Salt Lake County’s historic west side corridor and the Mountain View Corridor;
a newly constructed southwest belt route. As noted in the below UDOT map, ADT on I-15 at
14600 South as of 2010, which is the latest traffic count, was 134,820. It is noted that the 68.7
acre subject parcel located north of Bangerter Highway and owned by UDOT is zone TSD. The
purpose of this zoning is for a transit station and to promote transit-oriented development.
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Community Facilities and Service - General community facilities such as schools, retail
venues, employment sites, places of worship, medical facilities and recreation centers are
disbursed throughout the area. Local services are considered to be adequate for almost any
proposed land use. Services provided to the area include street maintenance, garbage pick-up,
police and fire protection.

Economic and Real Estate Market Activity - The subject neighborhood was significantly
impacted by the housing downturn and national recession of 2008. However, due to Utah’s
relatively strong economy, the Wasatch Front housing market has recovered strongly. As of the
date of valuation, strong housing demand exists which has absorbed inventories and land values
are rising rapidly. Hence, the future of the subject neighborhood is considered to be positive.

The city of Draper is home to the main customer service center of eBay, the tech call center of
PGP Corporation, the call center of Musician's Friend, and the headquarters of 1-800 Contacts.
Draper is also home to Utah's first Ikea, which opened in spring 2007. The Church of Jesus
Christ of Latter-day Saints constructed a temple in Draper that was dedicated on March 20, 2009.

Top Employers — According to Draper City's Comprehensive Annual Financial Report, the top
employers in the city are:

# Employer # of Employees
1  Utah State Prison 1,000-1,999
2 eBay 1,000-1,999
3  Affiliated Computer Services 500-999

4  1-800 Contacts 500-999

5 Swire Coca-Cola, USA 500-999

6 Investools 250-499

7 Harmons 250-499

8 Musician's Friend 250-499

9 IKEA 250-499

10 Edwards Lifesciences 100-249

Source: Draper City
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DEMOGRAPHIC ANALYSIS
To further analyze the defined neighborhood, we have conducted a demographic analysis within
its boundaries from data generated by The Nielson Company, one of the largest demographic
purveyors in the country.

Population — The following population statistics were gathered and analyzed.

2018 Projection 386,038
2013 Estimate 344 828
2010 Census 317.312
2000 Censzus 176,401

Source: The Nielson Company

The above table estimates the current population of the defined neighborhood to be 344,828
people. It’s projected to grow by 42,110 people over the next five years to 386,938 people. This
represents an annual growth rate of 2.44 percent, or 8,422 people per year.

Nielson reports an average household size of 3.77. As such, this suggests 2,234 new households
per year, or a total of 11,170 homes within the defined neighborhood by 2018. Due to
topographical issues in the neighborhood and the fact that much of the land is built out, these
projections are believed to be restricted by the limitations of developable land available. As
such, the subject property could experience intense demand for housing and commercial
development over the next five years.

Population Growth 2013- 2018
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The above map identifies pockets of growth and identifies those areas that will be restricted
because of topographical issues. Many of the areas are already built out.
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Population by Age
2000 2013 2018

Description Census % Estimate % Projection %

176401 344,828 386,938
Age0-4 19,852 11.25% 39437 11.44% 44401 11.47%
Age5-9 19413 11.01% 37.815 10.97% 39.322  10.16%
Age 10-14 18.641 10.57% 34,476  10.00% 35,651 9.21%
Age 15-17 11,207  6.35% 18,846  5.47% 21,118  5.46%
Age 18-20 8417  4.77% 13.071  3.79% 15,103  3.90%
Age21-24 10,279  5.83% 16,814  4.88% 20,821  5.38%
Age25-34 25981 14.73% 50,964 14.78% 51,792 13.39%
Age35-44 26,779 15.18% 49,184 14.26% 54,675 14.13%
Aged5-54 18,166 10.30% 37.185 10.78% 44175 11.42%
Age 55-64 9,132  5.18% 25,750  7.47% 31,895  8.24%
Age 65-74 4,765  2.70% 13,429  3.89% 18,338  4.74%
Age 75-84 2,720 1.54% 5750  1.67% 7.247  1.87%
Age 85 and over 1,050  0.60% 2,107  0.61% 2,400  0.62%

Source: The Nielson Company

The above table identifies that the defined neighborhood’s largest and fastest growing adult

demographic bulge is in the age range of 25 to 44, which represents nearly 30 percent of the

population. These are prime “entry-level” and “move-up” home buyers.

Households by Household Income

Income Less than $15,000
Income $15.000 - $24,999
Tncome $25,000 - $34,999
Income $35,000 - $49,999
Income $50.000 - $74,999
Tncome $75,000 - $99,999
Income $100,000 - $149.999
Income $150,000 - $249,999
Income $250,000 - $499.999
Income $500,000 or more

2,202 4.49
2,890 5.89
3986 8.13
7.673 15.65
13,193 26.90
9.179 18.72
6,782 13.83
2444 4.98

511 1.04

179 037

Source: The Nielson Company

The two most prevalent household income categories are $50,000 to $74,999 and $75,000 to
$99,999 annually. According to The Nielson Company, the average household income is
estimated to be $85,348 for the current year, compared to the average household income for the
United States at $69,637. This is an indication of the economic prosperity of the subject

neighborhood.
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Median Household Income
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The above map identifies census tracts where individual income ranges are most prevalent. Not
surprisingly, the higher incomes are typically located in the east-bench areas of Suncrest MPC
and the upscale town of Alpine. However, it’s interesting to note that high income areas are also
beginning to develop in the valley area of Bluffdale, suggesting that the subject parcel could
support upscale housing elements.

Employment by Occupation

Architect/Engineer 1803 227
Arts/Entertain/Sports 1712 205
Building Grounds Maint 1661 199
Business/Fiancial Ops 4277 312
Community/Soc Sves 738 088
Computer/Mathematical 3.067 3.67
Construction/Extraction 6,030 723
Edu/Training/Library 4539 544
Farm/Fish/Forestry 139 017
Food Prep/Serving 3,037 3.64
Health Practitioner/ Tec 3481 417
Healthcare Support 1436 1.74
Maintenance Repair 3,027 3.63
Legal 680 0.81
Life/Phys/Soc Science 300 060
Management 9.754 11.69
Office/Admin Support 13,200 15.82
Production 4355 322
Protective Sves 1462 1.75
Sales/Related 12,148 1436
Personal Care/Sve 2416 289
TransportationMoving 3886 4.66

Source: The Nielson Company

The above table illustrates that the most prevalent occupations are as follows: “Office/
Administrative Support”, which tends to represent secondary household incomes; “Sales” and
“Management”, which tend to be high income categories.
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Workers by Travel Time to Work

Less than 15 Minutes 20,283 26.13
15 - 29 Minutes 28,378 36.55
30 - 44 Minutes 20,003 25.76
45 - 59 Minutes 5,380 6.93
60 or more Minutes 3,593 4.63

Source: The Nielson Company

This table identifies commute times for workers within the subject neighborhood. Interestingly,
despite the distance of the subject parcel from the major worksites of Salt Lake City, 26.13
percent commute less than 15 minutes. This suggests that a significant and probably increasing
percentage work in the high-tech and retail industries located within 15 minutes of the subject.
These would include employers such as Micron, Adobe, Intel, Cabelas, Thanksgiving Point and
the soon to be completed NSA Utah Data Center.

The largest segment, 36.55 percent, commutes 15 to 29 minutes to work, suggesting that many
work in the Salt Lake City or Provo/Orem worksites. The remaining 37.32 percent have
commutes of over 30 minutes. With 63.08 percent commuting more than 30 minutes, this data
tends to indicate that 30 minutes is an acceptable commute time for the majority of households in
the subject neighborhood. With immediate access to 1-15, this suggests that the market area for
the subject development covers all of Salt Lake and Utah counties.

Summary and Conclusion - In summary, the general neighborhood is a diverse and eventful
area with good access and high levels of demand for multiple uses. As the economies of Salt
Lake and Utah counties merge, it is one of the fastest growing areas of the state and has a
significant representation of high incomes relating to the dynamic high-tech, recreational and
retail venues within the subject neighborhood. Overall, it is expected that housing, retail and
business uses will continue to be in high demand for the foreseeable future.
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Size -

Location -

LAND AND SITE DESCRIPTION

As previously noted, the subject parcel consists of 680.6
acres.

The primary subject parcel is located adjacent to 1-15, at
14425 South Bitterbrush Lane in Draper. This is a prime
location, situated near the boundary of the two largest and
fastest growing counties in the state. The tremendous
growth from Salt Lake County has pushed into the
southern-most municipalities of Draper, Bluffdale and
Herriman over the past eight years and has extended into
the northern Utah County municipalities of Lehi,
Highland, Alpine, Saratoga Springs and Eagle Mountain.

As a result, many large-scale residential, commercial,
recreational, and office park developments have been
created in the past decade. These include master planned
communities such as Daybreak, Suncrest, Rosecrest,
Traverse Mountain and The Ranches. Commercial, office
and industrial developments include Thanksgiving Point,
Micron, Cabela’s, Adobe, and the NSA Data Center.

As growth continues to push into these areas, the subject
property is ideally located to benefit from the strong
transportation linkages created by 1-15 and Bangerter
Highway. As such, the subject parcel lends itself to a
diversity of complementary uses that can be applied to
create maximum value. These uses will be analyzed in the
highest and best use analysis.

It is also noted that the 68.7 acre UDOT parcel located to
the north of Bangerter Highway and fronting the railroad
tracks, is zoned TSD, for a transit station for the Front-
Runner commuter rail. FrontRunner is UTA’s premium
commuter rail service, equipped with free wi-fi. The 89-
mile rail line spans the Wasatch Front with 16 stations:
Pleasant View, Ogden, Roy, Clearfield, Layton,
Farmington, Woods Cross, North Temple, Salt Lake
Central Station, Murray, South Jordan, Draper, Lehi,
American Fork, Orem Central Station and Provo Central
Station. Each station has connections to UTA’s bus
system and park and ride lots.

The dynamic of transit-oriented development could be a
very important future element of the subject property.
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Shape -
Topography -

Access

Utilities -

Geothermal Well

Flood Designation -

Soils -

The subject parcels are irregular in shape.
The subject consists of land that is mostly level.

Access to the subject site is provided primarily from 14600
South and the 1-15 Frontage Road on the south, as well as
200 West from Bangerter Highway on the north.

All traditional utilities are located at the subject.

The site includes a geothermal well and heating facility
that reportedly has the capacity of heating approximately
1.5 million square feet of living area. However, it is very
corrosive and may have limited practical utility.

Floodscape Map # 49035C 0062G, dated August 2, 2012,
indicates that the subject site is located in Zone C, which is
an area of low flood risk.

Soil conditions appear to be adequate to support
development, as witnessed by the fact that multiple
buildings have been built, many of which are over 60 years
old.

Underground fuel storage tanks are present on the subject
property. The value conclusions in this report assume that
no soil contamination issues exist. If tests reveal that there
are contamination issues, they could affect the value
conclusions.

Easements, Hazards, &
Adverse Conditions -

High-tension transmission lines are located on the west
side of the subject property which could create
development restrictions and are somewhat unsightly.
Additionally, railroad lines are located to the west that
would potentially create certain levels of noise nuisance.
There does not appear to be any other unusual easements,
hazards, or nuisances that would have a negative influence
on the value of the subject property.

Cattle are being grazed on a portion of the subject
property. Cheryl Searle, Director of the DFCM indicated
that no lease is in place and that the owner of the cattle is
allowed to graze them to keep weeds down.
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MOU

Contaminants

Archeological Sites

A Memorandum of Understanding (MOU) is in place between the
DFCM and State Fire, Forestry & State Lands Division on the 60.7
acres shaded in pink of the Google Maps analysis. This document,
which is included in the addendum of this report, includes the
following verbiage, ““DFCM hereby grants consent to FFSL for
the use and occupancy of the above-described property until such
time as either the Utah State Building Board or the Utah State
Legislature changes the use of the land. If the Utah State Building
Board or the Utah State Legislature decides to change said use
and occupancy DFCM will acknowledge the capital investment
that FFSL has made and seek consideration of replacement
facilities or reimbursement to FFSL.”

Based on this agreement and the fact that the FFSL capital
investment has not been identified, this appraisal is completed
under the extraordinary assumption that no significant costs will be
incurred in coming to a resolution of this agreement.

According to a “Groundwater Investigation Report” conducted on
October 20, 2000 and included in the addendum of this report,
high levels of contaminants, including arsenic were found in the
south portion of the primary parcel. It is believed that these
contaminants come from a prison landfill that was operated from
1950 to 1985. These contaminants were initially discovered in a
Phase | Environmental Site Assessment conducted on May 12,
2000 and a follow-up Phase Il Environmental Site Assessment
conducted on May 26, 2000. This report concluded that although
several contaminants were found, the only one that was elevated at
concentrations above commonly applied PRG and Action Levels
was arsenic. Based on this information, the appraisal is being
conducted under the extraordinary assumption that no significant
costs will be incurred to resolve these issues.

It is also noted that according to the Phase 2 Environmental
Assessment, the subject property is potentially impacted by
archeological sites. We spoke with Mr. Arie Leeflang of the Utah
Division of State History to ascertain whether any known sites are
located on the subject property. We sent a map of the subject to
Mr. Leeflang for additional analysis. Mr. Leeflang indicated that a
site is located near the subject property on the north side of
Bangerter Highway and to the west of the railroad tracks. He
observed that inasmuch as all of the subject property is located on
the east side of the railroad tracks, it does not appear that it
includes known sites, most of which are associated with historic
canals. If archeological sites are discovered on the subject
property at some point, they could have a substantial impact on the
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use and value of the subject property. Hence, this appraisal is
being completed under the extraordinary assumption that no
archeological sites will be found that will significantly impede

development.
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Topographical Map
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Improvements

IMPROVEMENT DESCRIPTION

The subject has significant improvements, including all
underground utilities and extensive facilities housed in 65
buildings. These facilities include cell blocks, recreational
facilities, security systems including towers and fences,
administrative buildings, maintenance sheds, a geothermal
well, a dairy processing plant and various other structures.

While the improvements appear to be generally of good
quality and in good condition, because of their age and
specialized nature the highest and best use of the site, as
discussed in the Highest and Best Use section of this
appraisal, is considered to be achieved by demolishing the
buildings. In arriving at a value of the site “as is”,
demolition costs will be considered.

The geothermal well noted above reportedly has the
capacity to heat approximately 1.5 million square feet.
However, due to its corrosive characteristics it may have
limited practical application.
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ZONING

The subject property is located within the boundaries of Draper and is under that jurisdiction
for zoning and enforcement. The following zoning information applies to the subject property:

Zoning Designation -

The subject property consists of parcels zoned TSD, Ml
and A-5. These zonings allow industrial and
agricultural uses. However, it is very likely that they
will be changed to accommodate master plan
development once the prison is relocated.

It is noted that the UDOT parcels to the north of
Bangerter Highway are zoned TSD, for a future transit
station associated with the FrontRunner commuter rail.
This zoning promotes transit-oriented development,
which could be an important dynamic for the future
master plan.

We spoke with Draper City Manager, David Dobbins,
Assistant City Manager, Russell Fox and Community
Development Director, Keith Morey. These gentlemen
indicated that the city will be amenable to
accommodating a zoning that will be consistent with
the highest and best use of the subject site. They felt
that a mixed-use approach involving residential, retail
and office uses would likely represent the maximally
productive use, and that this would be consistent with
the city’s master plan. Mr. Fox indicated that the city
currently has a master plan overlay zone, which is
likely where they would start. They would then be
willing to modify the ordinance to meet market
demands. As such, residential and commercial
development on the subject property is considered to be
legally permissible, assuming Draper City grants
appropriate zoning changes.
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TAX ASSESSMENT ANALYSIS

Since the subject property is owned by the State of Utah, it is exempt from property taxes.
However, according to the county treasurer's office, representative examples of the value
history of the subject parcels are as follows:

Parcel # 33-01-300-006

2013 $40,658,400 $20,000,000 $60,658,400 N/A
2012 $40,658,400 $20,000,000 $60,658,400 N/A
2011 $40,658,400 $20,000,000 $60,658,400 N/A

Parcel # 33-02-200-017

2013 $1,818,900 $0 $1,818,900 N/A

Parcel # 33-01-100-028

2013 $4,762,200 $0 $4,762,200 N/A

NOTE: Annual taxes payments are normally calculated and deducted from cash flows in
the discounted cash flow analysis. However, since the state is exempt from paying taxes,
they will not be deducted in this report.
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HIGHEST AND BEST USE

Real estate is typically valued in terms of its highest and best use. The definition provided by
The Appraisal of Real Estate, is as follows:

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

Analysis In determining the highest and best use, the appraiser must consider
these four basic stages of analysis:

1. Legally permissible uses: Are there zoning or deed
restrictions that would prohibit certain uses?

2. Physically possible uses: From the legally permissible uses,
which are physically possible when considering all physical
characteristics of the site?

3. Financially feasible uses: Which of the above legally
permissible and possible uses will produce a net return to the
owner of the site?

4. Maximally productive or highest and best use: After
analyzing the above considerations, which of the indicated
uses will produce or generate the highest rate of net return
over a projected period of time?

Classifications In determining the highest and best use of a property, the site is
considered with two classifications. The first type is the highest
and best use as though vacant. The second is the highest and best
use as improved. Each type requires a separate discussion and
analysis. We have been asked to provide a value of the subject
“asis.”

As Improved We will first analyze the highest and best use of the subject as
improved. Even though the improvements and current use of the
subject may not be consistent with its zoning, it is considered to
be legally permissible through jurisdictional exception. The fact
that the existing improvements have been in place and
functioning for a number of years, they are obviously physically
possible.

The financially feasible and maximally effective questions are
more relevant to this assignment. There are approximately 65
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Demolition Costs and
As Vacant

buildings extant on the subject property, many of which were
built over 50 years ago, with a 40-year economic life. Although
they appear to generally be in good repair, they have reached an
age that requires substantial maintenance and upkeep.

As the buildings have aged over the years, the value of the land
on which they were built has become prime real estate with a
value that far exceeds its current use. As such, the improvements
are no longer considered to be financially feasible or maximally
productive. The highest and best use of the subject property is
considered to be achieved only through the demolition of the
improvements.

A buyer of the subject property would therefore identify the cost
of demolishing the existing improvements and deduct this cost
from the purchase price. As identified later in the report we have
obtained a bid from Grant Mackay Demolition, a company that
performs large scale demolitions all over the world. Based on
their bid and other costs that would likely be incurred, total
demolition costs are estimated at approximately $4,500,000.

The highest and best uses of large parcels such as the subject
property are typically achieved through multiple complementary
uses that target various markets. This not only creates more
appeal for each use, but generates non-competing uses, thus
enhancing absorption. For example, complementary land uses
include applications such as residential, which generates demand
for nearby employment and shopping; retail, which generates
demand for nearby residential, office and industrial applications;
and office and industrial uses, which generate demand for
residential and retail.

In the following analysis we will evaluate the market feasibility
and land value trends associated with each of these four land uses:
Residential, Retail, Office and Industrial. Conclusions will then
identify the optimum mix of each use to generate maximum value
for the subject property.

As previously noted, as of the date of valuation the majority of
the subject is currently zoned TSD, which provides for a transit
station; M1, which allows industrial uses; and, a small portion is
zoned A-5, which is an agricultural zoning.  However,
considering the subject's location, size and topography, the M1
and A-5 zonings do not represent the highest and best use of the
parcels and will likely be changed as the prison site is vacated and
the improvements are demolished.

The TSD zoning of the parcels north of Bangeter Highway may
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indeed prove to represent its highest and best use of these parcels
as they are located adjacent to the FrontRunner railway in an area
that will likely come to depend on commuter rail at a future date.
However, as of the date of valuation this isn’t necessarily
considered to be the case. As such, it will be valued with
residential uses. This is considered to be a reasonable approach
for two reasons:
1. Transit-oriented development is complementary to
residential uses.
2. It is accepted practice to value public lands based on
surrounding uses and values.

Hence, for purposes of this appraisal, the land north of Bangerter
Highway will be included in the residential uses.
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RESIDENTIAL USES

Legally Permissible

From our research, no deed restrictions or easements appear to exist
that would preclude residential use. In order to determine the
probable zoning provisions as the subject site is vacated, we met
with Draper City Manager, David Dobbins, Assistant City
Manager, Russell Fox and Community Development Director,
Keith Morey. These gentlemen indicated that the city will be
amenable to accommodating a zoning that will be consistent with
the highest and best use of the subject site. They felt that a mixed-
use approach involving residential, retail and office uses would
likely represent the maximally productive use, and that this would
be consistent with the city’s master plan. They added that industrial
uses may not be compatible.

Mr. Fox indicated that the city currently has a master plan overlay
zone, which is likely where they would start. They would then be
willing to modify the ordinance to meet market demands.

The master plan overlay states the following:

Section 9-15-010

Purpose. The purpose of this Chapter is to create a mechanism
whereby special provisions and policies included within the
Bangerter Interchange Area Master Plan, Draper Conservation Area
Master Plan, Gateway District Master Plan, Northern Gateway
Master Plan, Southpointe Master Plan, and other master plans
which may be adopted, can be implemented by ordinance.

Section 9-15-020

Scope. The provisions of this Chapter shall prevail over any
conflicting provision of this Title unless such conflicting provision
is expressly intended to prevail over a provision set forth in this
Chapter. When two master plans cover the same territory and have
conflicting provisions as a result, the requirements of the most
recently adopted master plan shall prevail. The requirements of this
Chapter shall not be construed to prohibit or limit other applicable
provisions of this Title, the Draper Municipal Code, and other laws.

We inquired if, for example, the city would consider allowing a
high-intensity use such as ultra-high density condominium
buildings of ten or more floors. They responded that if market
demand could be verified, this would not be out of the question. As
such, residential development on the subject property is considered
to be legally permissible, under the extraordinary assumption that
Draper City grants appropriate zoning changes.
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Physically Possible

Financially Feasible

As previously noted, the subject property is flat to mildly sloping.
As such, there are no topographical issues that would prohibit
residential development options. Even though the shape of the
parcel is irregular, there are no areas that would significantly
restrict residential development. Soil conditions appear to be
adequate to support residential structures, as witnessed by the fact
that several buildings have been on the site for many years.
Hence, residential development appears to be physically possible.

On a prime parcel such as the subject, many uses will potentially
provide a financial return to the owner. The question becomes
one of maximizing the return to the owner. As such, we will first
address demographics and market conditions for new housing,
then follow up with value and absorption trends.
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Overall Market Area Data for this analysis comes from Metro Study, the nation’s largest

purveyor of housing market data. Housing consumers tend to make
purchasing decisions based on commute time, rather than distance.
As a result, the subject’s proximity to 1-15 has the effect of
expanding the market area due to the fact that a greater distance can
be covered. Being within a 30 minute drive from northern Salt
Lake County and southern Utah County, the overall market area
encompasses both counties. The below map identifies all active
housing projects within both counties.

Current Activity and Profile Summary
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Housing Inventories
and Closings by Qtr.

Housing Inventory/
Annual Closings

VDL Inventory/
Annual Starts

Future Lots/
Annual Lot Deliveries

The graph below identifies the last two years market activity of the
projects identified on the previous map. Definitions are as follows:
“Fin. Vacant” - Finished Vacant Homes

“Under Const.” — Homes Under Construction

“Ann. Closings” — Annualized Home Closings

“VDL Inventories” - Vacant Developed Lots

“Ann. Starts” — Annualized Homes Starting Construction
“Fut. Lots” — Lots in the Approval Process

“Ann. Lot Deliv.” — Lots Approved for Development

This graph indicates a steady rise in absorption (Closings) since the
3" Quarter of 2011 and a decline in Finished Vacant Homes,
suggesting tightening market conditions.

This graph reflects a constant decline in vacant lot inventories from
the 2" Quarter of 2009 and an increase in housing starts over the past
two years, suggesting that market conditions for lots are improving.
Current VDL is 7,851 vs. Annualized Starts at about 4,600.

Even though nearly 20,000 lots are in the approval process, this graph
reflects that just over 3,000 lots are being delivered to the market per
year. With annual closings (absorption) of about 4,600, lot
inventories are declining by more than 1,500 per year, even with new
lots coming on the market.
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Housing Summary The following table identifies market activity over the past two
years for all of the housing projects previously identified. An
analysis of detached housing (Single Family), townhomes
(TH/Plex/Other) and Condominiums is as follows:

Single Family As the Wasatch Front market has rebounded over the past two
years, quarterly “Starts” have increased from 427 to 1,101, for an
increase of 158 percent. Similarly, “Closings” have increased
from 414 to 922, for an increase of 120 percent. “Housing
Inventories” have also risen from 959 to 1,779, for an increase of
86 percent. Perhaps the most important statistic is that “VDL”
(Vacant Developed Lot) inventories have dropped from 11,424 to
7,851, for a decline of 31 percent.

Totaling the most recent four quarterly closings demonstrates an
annual absorption rate of 3,439 single family homes, compared to
7,851 VDL, for 2.28 years of vacant lot inventories. Similar to a
grocery store, housing markets must provide an inventory of lots in
order to properly service housing markets. Typically an ideal
inventory is three years, two years is considered to represent tight
market conditions and less than two years, extremely tight
conditions.

Housing Summary By Housing Type
Salt Lake and Utah Counties

Selection Totals

2011 Q11 4Q11 1912 2012 Q12 4012 1912 2013 Annual Rate!Supply

Starts 427 441 508 am arn 1,058 344 TE6 1101 3770
Closings 414 528 474 flad] 587 284 335 aoe 911 3,439
Single Family
Housing Inv 258 1072 1,106 1,138 1,441 1823 1,632 1,588 1,778 6.2 mos
VDL Inw 11,424 10,971 10,748 10,173 2,824 5332 5380 8,335 7.851 250 mos
Starts 76 146 21 108 216 288 257 226 345 1,116
Closings 24 17 el 124 134 221 170 213 280 a84
TH/Plex!Other
Housing Inv 427 456 448 432 514 581 s3] 881 T 101 mos
VDL Inw 2,088 1,968 1,788 1,750 1,835 1,828 1878 1,580 1,585 17.0 mos
Starts 16 16 43 15 L] 45 22 42 24 133
Closings ar a5 1@ 15 25 a7 52 71 a7 77
Condominium
Housing Inv 1.0581 1032 1.056 1,052 ga1 e le] aoe as0 v 354 mos
Relzased a1 as6 g1z 06 aon 583 586 524 512 46.2 mos

Source: Metro Study
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Town

homes

Condominiums

Product Ratios

Conducting a similar analysis for townhomes, the statistics show a 354
percent increase in “Starts” and a 198 percent increase in “Closings”,
suggesting that townhomes are becoming more popular and increasing
in market share. VDL Inventories of 1,585 compare to annual
absorption of 884, for 1.79 years of inventory. As such, the demand
for townhomes has increased significantly and market conditions for
this type of product are considered to be very good.

Condominium “Starts” have remained relatively static, but “Closings”
have increased by 30 percent. Since condominiums are “stacked”, or
build on multiple levels (pads), the term “VDL”, which infers land
improvements is replaced by the term “Released” to identify the
number of units approved. Absorption over the past year has been 277
compared to 512 pads released, representing 1.8 years of inventory,
suggesting very tight condominium market conditions.

It is noted that in the past year Single Family “Closings” totaled 3,439,
Townhome “Closings” totaled 884 and Condominium “Closings”
totaled 277, for a total of 4,600.

Lot Sizes The following graph illustrates that the trend in the market is going to
smaller lots. This is typically a function of increasing land costs.
Annual Starts, VDL, and Future Lots By Lot Size
||:|Annual Starts @ Vacant Developed Lots O Future Lots |
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Source: Metro Study
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Price Range The following graph reflects the price range of homes being built on

Distribution the vacant developed lots. This is helpful in identifying the values of
the lots. Typically, allocated lot values in the Wasatch Front market
average about 28 percent of the home values.

Price Range Distribution of Annual Starts vs VDL

15%
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% Percent of Total
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Source: Metro Study
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Primary Market Area

Primary Market Area The Primary Market Area (PMA) is defined as that area that
encompasses primary competitors for the subject development and
from which over 60 percent of buyers will originate. It is
considered to have the same boundaries as the Neighborhood. The
subject’s favorable topography and proximity to I-15 continue to
be an important and distinguishing characteristic, since most of its
competitors do not have this advantage.

The map below identifies all active housing projects within the
PMA that are absorbing ten or more homes per year. Those
projects absorbing less than ten homes per year are considered to
be ill-adjusted to the market and are therefore not analyzed.

Lone Peak Wildeme

Source: Metro Study

Primary Market Area Map
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Projects within the PMA that are absorbing at least ten homes per year, according to Metro Study
data, are listed below in order of annual closings.

Subdivision Product Lot Size Annual
Type Range Closings
Herriman Town Center / Single Family Single Family ~ 2,500-4,500 101
Daybreak / Village Townhomes Townhouse 1,100-2,975 98
Rosecrest / Rosecrest Single Family ~ 6,000-12,150 93
Jordan Willows Single Family 7,000-14,025 86
Villages on Draper Hills Townhouse 100-1,125 62
Rosecrest / Village Town Homes Townhouse 700-1,125 61
Thanksgiving Pnt / TG Meadows Single Family ~ 4,200-6,500 61
North District / Summerlane Townhouse 1,125 59
Thanksgiving Pnt / Sunset Hollow Duplex 700-1,250 46
Spring Creek Ranch / Pheasant Run Single Family ~ 7,000-9,600 43
Auburn Fields Townhouse 1,125 41
Jordan Heights Single Family ~ 7,200-12,000 41
Thanksgiving Pnt / TG Meadows TH Condominium 1,125 38
Lehi Ranches Single Family 18,900-23,000 35
Springview Farms / Springview Farm Single Family ~ 9,200-15,200 35
Cove at Jordan River Townhouse 1,125-1,250 33
Ranches / Northmoor Single Family ~ 7,000-8,000 33
Lafayette Estates Single Family 13,000 32
Bellevue Single Family 9,000-16,800 30
Parry Farms Single Family 12,500 29
Ranches / Silverlake Estates @ Evans Ranch Single Family 6,000-6,600 29
Western Springs Single Family ~ 5,000-13,000 29
South Jordan High Pointe Single Family 5,000-9,000 28
North District / Cottages Single Family ~ 4,500-14,375 26
Valley View Estates of Herriman Single Family 15,000-16,800 25
Blackhawk Estates Single Family ~ 7,350-7,700 24
Daybreak / Eastlake Village Single Family ~ 2,800-11,000 24
Granite View Estates Townhouse 1,125 23
Ivory Crossing Single Family ~ 9,350-16,650 23
Larson Farms Single Family ~ 22,500-23,250 23
Ranches / Stone Bridge Estates Single Family 14,500 23
Aspen Hills Single Family ~ 8,400-50,000 22
Desert Creek Estates Single Family 8,625-12,100 22
Traverse Mtn / Cresthaven Towns Townhouse 100-1,125 22
Ivory Ridge / Park Estates Single Family 8,250-9,350 21
Daybreak / South Station Single Family 4,000 20
Heatherwood Village Single Family 5,000 20
Sierra Estates Single Family 8,500-10,400 20




Subdivision Product Lot Size Annual
Type Range Closings
Villas at Maplewood Grove TH Townhouse 625 20
Cove at Herriman Springs Single Family 11,000-20,925 18
Green Hills Estates Single Family ~ 9,500-12,075 18
Harvest Hills / Hillcrest Village Condo Condominium 100 18
Ivory Ridge / Towns Townhouse 1,125-1,875 18
Oaks of Rose Creek Single Family 15,300 18
Toscana at Highland Townhouse 1,125 18
Daybreak / Garden Park Village Single Family ~ 2,500-5,400 16
Falls at Boulden Ridge Single Family 29,375 16
Gables at Saratoga Towne Centre Townhouse 1,125 16
Grays Farm Single Family ~ 7,000-8,625 15
Ranches / Eagles Gate @ Prairie Gate Ranch Single Family 5,000-8,800 15
Cambridge Court of AF Single Family 14,250 14
Daybreak / Condominiumns Condominium 100 14
Ranches / Mt Airey Village @ Spring Valley Townhouse 1,125-9,600 14
Autumn Leaf Single Family 5,850 13
Bella Monte @ Draper Meadows TH Townhouse 100 13
Spring Ranch of Lehi Single Family 22,000 13
Sunflower Crossing Townhouse 1,125 13
Cove at Riverwoods Single Family 2,975 12
Coventry Town Homes Townhouse 2,450 12
Daybreak / Garden Park TH Townhouse 1,125 12
Lehi Country Estates Single Family 10,625-14,500 12
Midas Creek Estates Single Family 9,000-13,750 12
Suncrest / Stoneleigh Heights Townhouse 1,125 12
Village Green Condos Townhouse 100 12
Mountain Ridge Estates Single Family 14,300 11
Rockwell Square Condominium 100 11
Sage Valley Single Family ~ 21,600-45,750 11
Summerlin Meadows at Fitzgerald Estates Single Family 13,000 11
Summerwood of Riverton Single Family 9,775-11,400 11
Western Creek Single Family 8,000 11
Ivie Farms Single Family 14,950 10
Kensington Place of Lehi Single Family 12,000-17,850 10
Lookout Ridge Single Family 12,000-30,000 10
Ranches / Southmoor Single Family 8,400-8,610 10
Rosecrest / Juniper Point Single Family 6,375 10
Villas at Sterling Village Single Family 5,250 10
TOTAL 1,991

Source: Metro Study

Important planning information can be derived from this data. For example, a breakdown of
annual absorption by product type in the above projects is as follows:
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Product Type Closings Percentage
Single Family 1,305 65.5%
Townhomes 605 30.4%
Condominiums 81 4.1%
Total 1,991 100.0%

The above analysis indicates that a market-sensitive breakdown for the residential component of
the hypothetical subject master plan should be designed with about 65 percent single family
homes, 30 percent townhomes and 5 percent condominiums. We will now analyze each of these
elements.

Single Family
Lot size becomes a significant question for single family housing. The following table identifies
the number and percentages of lot sizes on which homes are closing within the PMA.

Lot Size Analysis
PMA Single Family

Lot Size Segment

M/& = 5000 5000- 7000- 10000~ 13000~ 30000- 50000- 100000= Total
6999 9359 145999 259599 459993 999995

AnnStarts 22 530 514 1297 952 432 83 10 5 3845
Ann Closings 6 448 511 1287 &6 426 65 17 4 3540
Custom Market Housing Inv 23 270 238 533 456 204 50 3 1 4,779
Numerical Totals VDLInw 150 623 855 2030 2122 1641 346 46 3 7,851
Futwre Inv 69,096 583 1450 2897 1857 260 140 0 22 76,105
VDL Supply (Mos) 818 141 206 188 267 456 500 552 912 245
Ann Starts % 1389% 13.4% 339% 249% 113% 22% 03% 01% 100%
Custom Marker AN Closings % 123% 141% 354% 241% 11.7% 18% 05% 01% 100%
Percentage Totals Housing Inv % 154% 136% 304% 260% 116% 28% 02% 01% 100%
VDL Inv % 81% 111% 264% 276% 213% 45% 06% 05% 100%
Future Inv % 83% 207% 413% 236% 37% 20% 03% 100 %

Source: Metro Study

As can be seen from this data, the most popular size is 7,000 to 9,999 square feet, at 33.9
percent. The next most preferred size is 10,000 to 14,999 square feet, at 24.9 percent, followed
by rising demand for very small lots of under 5,000 square feet which represents 13.9 percent of
the closings. The demand level for the 5,000 to 6,999 category is very similar at 13.4 percent.
Although some demand exists for larger lots, 15,000 square feet and over, it is very limited and
they absorb very slowly. As such, this lot size is not recommended. This data is illustrated
graphically as follows:
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Annual Starts, VDL, and Future Lots By Lot Size

||:| Annual Starts B Vacant Developed Lots OFuture Lots |
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Source: Metro Study

Based on the above information, the following lot size distribution is recommended for single

family product:

Under 5,000 SF 15% 5.0 to 6.0/Acre
5,000 — 6,999 SF 20% 4.5 to 5.0/Acre
7,000 — 9,999 SF 40% 3.5to 4.5/Acre
10,000 — 14,999 SF 25% 2.5 to 3.5/Acre
TOTAL 100%
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Home Price vs. Size Distribution

We will now analyze the home price distribution on these lots. The below scatter graph
identifies the size vs. price of single family homes closing in the top ten developments in the
PMA. As can be seen, there are actually 28 builders represented in these projects, seven of
which are in the Daybreak MPC and six of which are in Rosecrest.

The most common size home is 1,500 to 2,000 square feet, selling in price points ranging from
about $200,000 to $325,000, or $133.33 to $162.50 per square foot. Many of these homes are
now being built on lots less than 7,000 square feet in size. The next most common range appears
to be 2,000 to 2,500 square feet in size, selling in price points ranging from about $225,000 to
$350,000, or $112.50 to $140.00 per square foot. These homes are normally constructed on lots
ranging from 7,000 to 10,000 square feet in size.

Slightly less activity is evident in the 2,500 to 3,000 square foot size homes, ranging in price
points from about $275,000 to $380,000, or about $110.00 to $126.67 per square foot. These
larger homes typically require lots over 10,000 square feet in size, representing about 25 percent
of the market.

Price vs. Square Footage
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§500,000
$400,000
£
8
& 5300000 -
$200,000
oo+ Lo o oo L e e b e e e e e e b e e AT E IS S I
500 1,500 2,500 3,600 4,500
W Daybreak / North Shore Village-Bangerter Homes # Rosecrest/ Rosecrest-Alpine Homes A Thanksgiving Pt/ TG Meadows-MeArthur Homes.
& Daybreak / North Shore Vilage-Destination Homes A Resecrest/ Rosecrest-Candielight Homes & Three Forke-Alpine Homes
4 Daybreak / North Shore Village-Garbett Homee. ¥ Rosecrest/ Rosecrest-Edge Homes 4 Three Forke-Richmond American
4 Daybreak / North Shore Vilage-Holmes Homes 4 Rosecrest / Rosecrest-Fleldstone Homes % Thres Forks-Woodside Homes
% Daybreak / North Shore Vilage-ivory Homes " Rosecrast / Rosecrest-Hallmark Homes & Devalopmant * Vistas at Westridge-liberly Homes
4 Daybreak / North Shore Village-Rainey Homes % Rosecrest / Rosecrest-McArthur Homes # Vistas at Westridge-Reflance Homes
i Daybreak / North Shore Vilage-Richmond American # Eleepy Ridge / Lakes-D R Horton Homes | | Estates-Ri L
¥ Hemiman Tewn Center / Single Family-Edge Homes M Sleepy Ridge / Lakes-Edge Homes
#% Herriman Town Center / Single Family-Fieldstone Ho @ Spring Creek Ranch / Pheasant Run-Salisbury Homes
W Hemiman Tewn Center / Single Famify-MeArthur Home 4 Thanksgiving Pnt/ TG Meadows-Casfie Creek Homes
@ Jordan Willows-D R Horton Homes
Salt Lake City Residential Survey (2Q13] T d
ity Rosicantl Survey (2019 metrostudy
sales: 1-800-639-3777  "henlewpesa Company

Source: Metro Study



47

Townhomes

As previously noted, data indicates that townhomes represent about 30 percent of the market
demand. Obviously, they fill a market niche for lower priced housing which requires higher
densities, typically ranging from about 8 to 16 units per acre.

The table and graph below indicate that 49.7 percent of the closings for townhomes are for
homes in the $150,000 to $199,999 price points, compared to 37.6 percent ranging from
$200,000 to $249,999. Minimal demand appears to exist below and above those price points,
suggesting a deep but narrow market.

Price Range Analysis
PMA Townhomes
%0 $100,000 $450,000 $200,000 $250,000 $%300,000 %$400,000 $500,000
$99,999 5$149,999 $199,999 $249,999 $290,999 5389,999 5499999 590999933 *Total
Ann Starts 103 310 385 22 2 o 0 1,025
Custom Market Ann Closings 30 514 336 3 a o 0 919
Numerical Totals Housing Inv 112 244 291 ] 2 0 7 664
VDL Inv 7 327 445 23 5 1 2 31
Housing Supply (Mos) 45.5 57 10.4 1.0 2.9 - - 8.7
VDL Supply (Mos) 0.8 7.7 13.9 12.5 285 - - 9.5
Ann Starts 103 % 497 % IT6% 22% 0.2% 100 %
Custom Market Ann Closings 32% 559% 365%  34%  10% 100 %
Percentage Totals Housing Inv 169 % 36T % 439 % 12% 0.3% 11 % 100 %
VDL Inv 0.9 % 40.3 % 549% 29% 0.6 % 0.2% 02% 100 %
Price Range Distribution of Annual Closings vs Housing Inventory
60 %
E
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Home Price vs. Size Distribution

Data in the below scatter graph indicates that the majority of demand for townhomes is for
homes that are 1,500 to 1,700 square feet in size and priced from $180,000 to $200,000, for
$117.65 to $120.00 per square foot. Although some demand appears to exist above and below
these figures, it is minimal.

Price vs. Square Footage
PMA Townhomes Top 10
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Condominiums

The legal difference between townhomes and condominiums is that townhomes own the air
space about the units, while condominiums do not and are usually what is referred to as “stacked
flats”, or units stacked on various different levels of the building. The data suggest that demand
for condominiums is somewhat limited within the PMA, estimated at only about 5 percent of the
market. This is primarily because of the more restricted lifestyle that this type of product offers.
Nevertheless, it provides housing to a very important demographic of singles and young marrieds
that either prefer this lifestyle or are not yet able to afford a townhome or detached home.
Condominium densities will typically range from about 18 to 24+ units per acre.

The urban areas of the Wasatch Front demonstrate significant demand for high rise
condominiums, primarily for singles and empty nesters wishing to live within walking distance
of urban attractions. However, there is no data indicating that a demand for this type of product
exists within the PMA. The following table and graph illustrate that 56.5 percent of the closings
within the PMA are for condominiums priced in the $100,000 to $149,999 price points,
compared to 43.5 percent in the $150,000 to $199,999 price points.

Price Range Analysis
PMA Condominiums

$0 $100,000 $150,000 $200,000 $250,000 $300,000 $400,000 $500,000

$99,999 $149,999 $199,999 $249,999 $209,999 $399,999 $499,999 §9 *Total
Ann Starts 0 43 37 0 0 85
Custom Market Ann Closings 1 29 43 11 3 92
Numerical Totals Housing Inv 0 38 13 1 0 52
VDL Inv 0 100 638 10 5 182
Housing Supply (Mos) - 15.6 3.2 1.4 - 6.8
VDL Supply (Mos) . 25,0 219 . - 25.7
Ann Starts 565% 435% 100 %
Custom Market Ann Closings 08% HM8% 522% 123% 28% 100 %
Percentage Totals  Housing Inv 73.1%  244% 26% 100 %
VDL Inv 549% 3T2% 53% 26% 100 %

Price Range Distribution of Annual Closings vs Housing Inventory

% Percent of Total
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Home Price vs. Size Distribution

The following scatter graph reflects that the majority of demand for condominiums is for units
that are 700 to 1,150 square feet in size and priced from about $140,000 to $205,000, or $178.26
to $200.00 per square foot. This higher price per square foot identifies one of the reasons for the
limited market demand this product type. The smaller size over which to distribute the cost of
the mechanical core, coupled with costly building design requirements for “stacked flats” results
in costs per square foot that appear to be unacceptable to a large segment of the market.

Price vs. Square Footage
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Salt Lake City Residential Survey (2Q13)
Copyright Metrostudy
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Sales: 1-8D0-639-3777 SN/t LT

Source: Metro Study
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PRODUCT MIX RECOMMENDATIONS

Inasmuch as planning and engineering have not been conducted on the subject site, applying the
above data and concepts requires applying hypothetical conditions and assumptions. Based on
the size and configuration of the subject, it is considered reasonable to assume that the residential
element will include about 580 acres.

We reviewed our product mix recommendations with Bob Thorpe of RW Thorpe Planning, who
was one of the primary planners for Traverse Mountain MPC and Matt Brown of MW Brown
Engineering, who was the project engineer for Traverse Mountain MPC. Mr. Thorpe and Mr.
Brown both indicated that a likely overall gross density, assuming 15 percent open space and
approximately 20 percent allocation for roads on the 580 acres would be 4 to 6 units per acre. As
such, we have assumed a gross density of 5 units per acre, which would result in a total unit
count of about 2,900. Applying this to the recommended product breakdown would result in the
following mix of the three product categories:

Product Type Percentage Mix
Single Family 65% 1,885
Townhomes 30% 870
Condominiums 5% 145
Total 100% 2,900

Whereas the product diversity and price points for townhomes and condominiums is relatively
constrained, differing lot sizes provides far more diversity for the single family product, which is
one reason for the larger market share of detached housing. Based on the preceding analysis, the
recommended single family lot size mix would be as follows:

Lots Size Percentage Mix
Under 5,000 SF 15% 283
5,000 — 6,999 SF 20% 377
7,000 — 9,999 SF 40% 754
10,000 — 14,999 SF 25% 471

TOTAL 100% 1,885
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RETAIL USES

Legally Permissible

Physically Possible

Financially Feasible

From our research, no deed restrictions or easements appear to
exist that would preclude this type of use. As such, retail
development on the subject property is considered to potentially
be legally permissible, under the extraordinary assumption that
Draper City grants appropriate zoning changes.

As previously noted, the subject property is flat to mildly sloping.
As such, there are no topographical issues that would prohibit
retail development options. Even though the shape of the parcel
is irregular, there are no areas that would significantly restrict
development. Soil conditions appear to be adequate to support
structures, as witnessed by the fact that several buildings have
been on the site for many years. Hence, retail development
appears to be physically possible.

On a prime parcel such as the subject, many uses will potentially
provide a financial return to the owner. The question becomes
one of maximizing the return to the owner. As such, we will
address retail market conditions and track value and absorption
trends.
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New construction in the retail market has improved from the 2011 overall lows. Many new non-
food retailers entered the Utah market in 2012. New retailers include the 220,000 square foot
Scheels store in Sandy and Gordmans department store, with three stores along the Wasatch
Front, including South Jordan. There are an additional 15-plus stores projected to open
throughout the Wasatch Front in 2013.

The most active retail segment in Utah was food. Quick Serve Restaurants had the majority of
food growth in 2012. These restaurants include, Costa Vida, Dickey’s Barbecue, Barbacoa,
Corner Bakery, Sonny Bryans, Kneaders Bakery, Café Zupas, Café Rio, Noodles & Company
and others. Some larger restaurants opening several stores in Utah included Buffalo Wild Wings
and LongHorn Steakhouse. As can be seen above, new construction has recovered the low levels
experienced from 2009 through 2011, with much of the new construction coming from nationally
branded companies.

Net Absorption

Retail net absorption increased from 2011 levels of 45,589 square feet to 394,839 square feet.
Both 2011 and 2012 showed the first positive retail absorptions since 2007 and indicate an
improved outlook on retail absorption.
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New construction was limited and absorption increased leading to improved vacancy in the retail
sector. Retail market vacancy dropped from 9.6 percent at year-end 2011 to 6.6 percent year-end

2012. The subject is located in the SW (southwest) quadrant. The Market vacancy for the
Southwest market was 1.8 percent overall with the lowest vacancy in the Community Center
(150,001-350,000 sf) and Regional Center (350,001 sf or greater) types. Strip Centers had the
highest vacancy in this quadrant at 6.9 percent.
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Lease rate activity dropped off in 2012 from 568,457 square feet to 391,443 square feet.
Additionally, lease rates went down from a lease rate average of $15.20 per square foot per year
in 2" Quarter 2012 to $14.85 in 4™ Quarter 2012. However, lease rates were up slightly from
2011 levels of $14.63 per square foot per year. The decline from 2™ quarter 2012 to 4™ quarter
2012 is attributed to mass repositioning of market value in the retail investment market.

Conclusions Based on the above information, the following conclusions are drawn
regarding the financial feasibility of retail uses on the subject property:
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Market Conditions

The retail market is improving as national retailers are entering the
Salt Lake County market. Retailers on the local and national level
have remained stagnate the last three years as market conditions have
been uncertain. Newly stabilizing market conditions that closely
follow the growth in the residential markets have led to the recent
expansions and development in the market. Market conditions for
retail uses are favorable.
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OFFICE USES

Legally Permissible

Physically Possible

Financially Feasible

In addition to traditional office uses, this category would include
high-tech development companies, research and development
campuses, business parks, etc.

From our research, no deed restrictions or easements appear to
exist that would preclude this type of use. As such, office
development on the subject property is considered to potentially
be legally permissible, assuming Draper City grants appropriate
zoning changes.

As previously noted, the subject property is flat to mildly sloping.
As such, there are no topographical issues that would prohibit
office development options. Even though the shape of the parcel
is irregular, there are no areas that would significantly restrict
development. Soil conditions appear to be adequate to support
structures, as witnessed by the fact that several buildings have
been on the site for many years. Hence, office development
appears to be physically possible.

On a prime parcel such as the subject, many uses will potentially
provide a financial return to the owner. The question becomes
one of maximizing the return to the owner. As such, we will
address office market conditions and track value and absorption
trends.
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Office absorption remained positive in the Salt Lake office market in 2012. In the last ten years
only 2009 had a negative absorption. The average annual absorption in the last ten years is
415,000. Of the overall absorption about 99 percent took place in the suburban market. The total
office square footage breakdown is 63 percent in the suburban market and 37 percent in
downtown Salt Lake and periphery. Limited available land and parking costs downtown continue
to promote growth in the suburban market.

Overall Historical Vacancy
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. Historical Suburban Vacancy by Class

Office vacancy declined slightly in 2012 to 12.31 percent from 2011 levels of 12.70 percent.
Office vacancy in suburban markets, like the subject, are lower than the downtown vacancy
rates. Suburban vacancy rates have been trending downward the last five years and are down
from 12.34 percent from 2011 to 2012 vacancy levels of 10.73 percent. Suburban markets are
limited in the amount of space available over 15,000 square feet.

Historical lease rates for the office market are up from 2011 rates of $18.97 to 2012 levels of
$19.52. The highest lease rates in the last six years occurred in 2009 and 2010 with respective
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lease rates of $20.25 and $19.77. Suburban market rates are expected to rise due to low vacancy,
scarcity of large space available and high absorption of suburban office space.

Conclusions Based on the above information, the following conclusions are drawn
regarding the financial feasibility of office uses on the subject
property:

Market Conditions The office market continues to thrive in the suburban region as lease

rates are consistently on the rise and absorption is steady. Scarcity of
office space leaves opportunity for growth in the suburban market.
Additionally, the blending of the Salt Lake and Utah County office
market lead to a “megalopolis” blurring the distinction between the
two markets competing for office users. Market conditions for office
uses are favorable.
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INDUSTRIAL USES

Legally Permissible

Physically Possible

Financially Feasible

Square Footage in Millions
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This classification would include what is known as “heavy”
industrial, encompassing such uses as steel fabrication,
manufacturing, warehouse and construction.

From our research, no deed restrictions or easements appear to
exist that would preclude this type of use. As such, industrial
development on the subject property is considered to potentially
be legally permissible, assuming Draper City grants appropriate
zoning changes.

As previously noted, the subject property is flat to mildly sloping.
As such, there are no topographical issues that would prohibit
industrial development options. Even though the shape of the
parcel is irregular, there are no areas that would significantly
restrict development. Soil conditions appear to be adequate to
support structures, as witnessed by the fact that several buildings
have been on the site for many years. Hence, industrial
development appears to be physically possible.

On a prime parcel such as the subject, many uses will potentially
provide a financial return to the owner. The question becomes
one of maximizing the return to the owner. As such, we will
address industrial market conditions and track value and
absorption trends.

1. User Sale and Leasing Activity ‘
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3,996,623

5,125,126
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4,545,584 4,709,226 5304066 | 5,705,633

The industrial market is recovering more slowly than other markets. As can be seen above, sales
and leasing have improved slightly, but don’t show the strong recovery curve that is typical of
the other markets.
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2. Construction Activity
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Construction activity showed a strong upward swing, with about $2 million square feet built.
Just over 70 percent was built as distribution warehouse and about 90 percent of that space was
over 100,000 square feet.

3. Leasing Activity by Size
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The 50,001 to 100,000 square foot size category showed the strongest lease activity. While
overall lease rates have risen only slightly over the past two years, this category finished 2012 at
$.37, compared to 2011 at $.28.



63

4.Vacancy Rates by Size 2008-2012
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Strength in construction activity led to some weakness in vacancy rates, which actually rose from
8.60 percent in 2011 to 8.95 percent in 2012. The primary contributor to this increase was the
100,000+ square foot size category.

5. Average Annual NNN Lease Rates 2008-2012
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Lease rates strengthened slightly from an average rate of $.35 in 2011 or $.37 in 2012. The
biggest increase was in the 50,001 to 100,000 square foot size category, which increased by $.09,
from $.28 to $.37.
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©. Sale Activity by Size
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As can be seen from the above graph, non-user sale activity has seen relatively little recovery
over the past two years. While economic recovery should spur improvement in this area, the
window on low interest rates will likely start closing within the next few months, creating
downward pressure on sales.

7. Historical Industrial Year-end Market Activity & Net Absorption
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Net absorption, which actually showed a negative number in 2011, recovered strongly in 2012.
It is likely that absorption will continue at a stable rate in 2013. However, it will likely decline
as interest rates begin to climb.
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Conclusions

Market Conditions

Maximally Productive
Overall Master Plan

Residential

Retail

Office

Industrial

Based on the above information, the following conclusions are drawn
regarding the financial feasibility of industrial uses on the subject

property:

Industrial market conditions have improved slightly in recent months.
Economic recovery will have an upward influence on market
conditions, but upcoming higher interest rates will have a dampening
effect.

Maximally productive considerations for mixed-use master plans must
include not only the feasibility of each use, but the relationship
between the individual elements and how they will interact to increase
or decrease overall values.

Based on the strong recovery of both Salt Lake and Utah counties, all
four uses were determined to be feasible on an individual basis.
However, the following analysis and table evaluate the relationships
between the various land uses:

Residential uses are the largest element and as identified in the table to
follow, benefit tremendously from retail elements in close proximity.
In fact, “walkable” retail services can be an enormous positive
influence for residential uses. While nearby office uses can be a
positive influence in providing proximate employment, they are
largely neutral to residential uses. Heavy industrial uses, on the other
hand, are typically not compatible with residential uses, due to the
potential for unsightly equipment, noise nuisances and heavy vehicle
traffic.

The demand for retail services is driven by residential uses. Roof tops
in close enough vicinity to create foot traffic can be very appealing.
Retail also benefits from nearby offices, as office tenants frequent
shopping and food services within walking distance. Heavy industrial
uses represent a distraction to the pleasant environment required for
successful retail uses and are therefore not compatible.

Residential uses are compatible with office uses. The convenience of
walkable retail services near offices is considered a positive influence.
Heavy industrial uses on the other hand, are not compatible with office
uses because of the visual and audio distractions.

As previously noted, this classification would include what is known
as “heavy” industrial, encompassing such uses as steel fabrication,
manufacturing, warehouse and construction. Residential, retail and
office uses are largely neutral to industrial uses, with the possible
exception of issues such as traffic and noise ordinances to protect
residential and business areas.
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Land Use Residential Industrial |
Residential N/A Complementary Neutral Non-compatible
Retail Complementary N/A Complementary Non-compatible
Office Neutral Complementary N/A Non-compatible
Industrial Neutral Neutral Neutral N/A
Conclusions Based on the fact that industrial uses are not compatible with the other

potential uses, the maximally productive uses of the subject property
are considered to be residential, retail and office.

Inasmuch as planning and engineering has not yet been performed on
the subject property, the retail and office components are combined
into a broad mixed-use concept that could include such uses as retail,
office and high-density residential uses. This could also be expanded
to include a business park, research and development campus or

medical facility.
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Methodology

Cost Approach

Sales Comparison Approach

Development Approach

LAND/SITE VALUATION

The market value of the land is best determined by a thorough
investigation of recent market sales and listings as well as an
analysis of market activity as it relates to the subject property.
The subject land is appraised considering its highest and best
use “as if vacant”.

The appraisal process for valuation of real estate involves a
systematic analysis of facts based on supply and demand, and
other various economic principles. To organize these
pertinent factors, appraisal theory has developed three basic
approaches to the appraisal process. These three basic
approaches are summarized as follows:

This approach to value is based on the justification an
informed investor or purchaser would pay no more for the
subject property than it would cost him to produce a substitute
offering the same utility. The cost approach involves
determining the depreciated value of the improvements plus
land value and profit. This approach is most useful when
valuing properties with building improvements that are newer
in age, and when reproduction and replacement cost data is
readily available; or when the property consists of unique or
specialized improvements.

This approach is a process of comparing similar properties
that sold on a "prospective market value of finished lots upon
completion of construction™ basis with the subject to estimate
the market value. The comparable sales are chosen from
those recently sold or currently listed properties that would
generally compete for the same purchasers in the market.
Comparison to the subject may be made of the whole
comparable property or of some element or unit of
comparison. Points of difference must be identified and
considered, and then adjustments are applied to the
comparables to reflect value differences for comparison to the
subject property. From the adjusted values, the most probable
selling price of the subject is estimated.

This approach is the process of measuring and converting
future benefits of ownership into present value estimation.
These future benefits are generally measured by the net
income produced by a property over a given period of time,
plus the proceeds of a resale of the property. As such, the
income potential of the subject lots is analyzed then
discounted back to a present value. This is done after
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Valuation Methods

Conclusions

Comparable Selection

estimating an average value per lot for the subject by the cost
and sales comparison approaches. This process is explained
in detail within this approach.

The following methods can be employed for valuing vacant
land:

Sales Comparison

Extraction

Allocation

Direct Capitalization — Land residual technique
Direct Capitalization — Ground rent capitalization
Yield Capitalization — DCF analysis

SourwNdE

In this valuation assignment, the sales comparison and
development approaches to value have been expanded and
lead to good correlation of value. The cost approach is not
utilized as the subject the subject is being valued “as is”.

After the conclusions have been reached by the various
approaches to value, the results are reviewed and reconciled,
and a final value estimate is determined.

To appropriately determine the value of the subject site, the
best comparables are similar to the subject in highest and best
use. We have made an extensive search in the market area
and have obtained sales for comparison to the subject
property. Each comparable is analyzed and compared to the
subject property, and appropriate adjustments are made based
on market- extracted information. An adjustment grid is used
to account for the dissimilarities and to show the adjusted
values of the sales.

It is noted that large land transactions similar to the subject
have been very scarce in recent years. This is primarily due to
the recession and the resulting aversion to the risk of
purchasing large tracts of land. As a result we have utilized
large parcel sales that have occurred since 2006 and smaller
land sales that occurred more recently. We will then evaluate
both types of sales to arrive at a reliable value estimate. Data
sheets for the comparable land sales are presented on the
following pages, followed by a summary table, map and
adjustment grid.
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LAND SALE #1

Hawks Ridge — Neighborhoods
16 & 17

West of SR 73

Saratoga Springs, Utah County

PROPERTY TRANSACTION INFORMATION
CHARACTERISTICS

Tax Parcel: 59-013-0007 (old #) Sale Date: April 28, 2006

Zoning: R-3 Sales Price: $9,412,943

Land Area: 117.625 acres Financing Terms: Cash

Shape: Irregular Cash Equivalency: $9,412,943

Terrain:  Level to moderate slope  Grantor / Seller:  Utah Pacific Holdings LLC
Utilities:  Close Proximity Grantee / Buyer: La Familia VSS, LLC
Access:  Paved roadway Property Rights:  Fee Simple

COMPARATIVE INDICATOR VERIFICATION

Price Per Acre: $80,025 Purchase Agreement and buyer, Jeff Anderson
Price Per Sq. Ft: $1.84

COMMENTS

The buyers acquired this parcel as a future investment. The parcel has views of Utah Lake, but
is significantly inferior to the subject in location.
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LAND SALE #2

Villages at Saratoga Sprgs
Southern end of Saratoga

Springs, west of SR 73.

Utah County

PROPERTY TRANSACTION INFORMATION
CHARACTERISTICS

Tax Parcel: Various Sale Date: January 31, 2006

Zoning: R-1 Sale Price: $24,000,000

Land Area: 479.47 acres Financing Terms: Cash

Shape: Irregular Cash Equivalency: $23,700,000

Terrain:  Level to slight slope Grantor / Seller:  Hearthstone Development
Utilities:  All Available Grantee / Buyer:  Deer Canyon Saratoga LLC
Access:  Paved roadway Property Rights:  Fee Simple

COMPARATIVE INDICATOR  VERIFICATION
Price Per Acre: $49,430 Bankruptcy Court documents
Price Per Sq. Ft: $1.13

COMMENTS

This property sold out of bankruptcy court. The buyer paid $1,000,000 earnest money to the
seller as a down payment. It should be noted that Neighborhoods 3, 4, 5, 6 had received final
approval from Saratoga Springs, however the remaining land had conceptual approval. The
seller indicated that he considered this a distressed sale since he did not have adequate time to
find a buyer that would pay his stipulated price. It was further noted that the agreement was
structured so a final payment of $2,000,000 would be payable to the seller when the final
neighborhood was constructed with no interest accruing. To compensate for the lack of interest,
a discount of 5 percent per year on the $2,000,000 balance has been applied to get a cash
equivalent sales price. The time period is projected at about three years, resulting in an
adjustment of $300,000.
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LAND SALE #3

Independence at the Point
925 West 15300 South
Bluffdale, Utah

PROPERTY TRANSACTION INFORMATION
CHARACTERISTICS

All of 33-14-200-001, 33-14-
Tax Parcel: 590004 33-14-200-005. 33- Sale Date: December 2011 thru May 2013
15-400-007 and 33-15400-013
Portions of 33-13-100-037, 33-
14-100-005, 33-14-100-007,
and 33-14-300-001

Zoning: ﬁAGU)l & MU (entirety planned  Sales Price: $8,560,000
Land Area: 80 acres Financing Terms: Cash equivalent
Shape: Irregular Cash $8,560,000
Equivalency:
Terrain:  Level, slight downslope Grantor / Seller:  MT Jordan Ltd & Porter’s Point
LLC
Utilities:  All available Grantee / Buyer: DAI

Access: Paved roadway
Property Rights: Fee Simple

COMPARATIVE INDICATOR VERIFICATION

Price Per Acre: $107,000 Trace Barney, Listing agent - (801)-262-3388, by
Price Per Sq. Ft: $2.46 Roland Robison
COMMENTS

This property totals 293.5 acres and is being taken down in 20-acre parcels at $107,000 per
acre. The first closing occurred in December 2011 and the latest in May 2013. A total of 80
acres have been taken down as of the date of valuation. As such, we have identified this as an
80-acre sale. Agent Trace Barney indicated the contract is based on $107,000 per acre, which
is higher than the list price of $25,000,000. He further indicated that there are 5-year
escalation clauses, but that sales are brisk enough that they expect the entire 293.5 acres to be
taken down within the next two or three years. It is significant to note that the original
contract was for the entire acreage at $29,000,000 or $98,800 per acre. Considering a 10
percent upward location adjustment and a 5 percent upward geothermal adjustment (see
adjustment grid), it is noted that a 30 percent downward size adjustment would bring this sale
to an adjusted value of $84,000 per acre, which is consistent with the concluded value.
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LAND SALE #4
(LARGE MIXED-USE)

North side 7200 South between

700 West and the Jordan

River;

Midvale City, Salt Lake

County

PROPERTY TRANSACTION INFORMATION
CHARACTERISTICS

Tax Parcel: 21-23-476-003 (por.) Sale Date: March 10, 2006 (Doc. #965806)
Zoning:  BJ (Bingham Junction)  Sale Price: $20,250,000

Land Area: 129.70 acres Financing Terms: Cash equivalent

Shape: Rectangular Cash Equivalency: $20,250,000

Terrain:  Level, slight downslope  Grantor / Seller:  Littleson, Inc.

Utilities:  All Available Grantee / Buyer:  Mercer Bingham Junction, LLC
Access: Paved roadway Property Rights:  Fee Simple

COMPARATIVE INDICATOR  VERIFICATION

Price Per Acre: $156,130 Jeff Bernson (Broker) NAI Utah Commercial
Price Per Sq. Ft: $3.58 (801) 550-2515
COMMENTS

The land is part of the 270 AC former Sharon Steel tailings site, used 90+ years for milling
operations before ceasing in 1964. It was declared a “superfund” site in 1990 and EPA
approved a pilot program for redevelopment in 1999, enabling the landowner and Midvale City
to identify future land uses, resulting in the adoption of the Bingham Junction master plan in
August 2000. Remediation began in 2002, including removal of buildings, extraction of highly
contaminated wastes, and slag compaction and capping with 18 inches of “clean” fill material.
Midvale City assisted with necessary utility infrastructure construction to accommodate the
redevelopment plan. Purchase negotiation with J.D. Mercer began in February 2004. The
conceptual land use plan at the time of purchase included 11.0 AC for high-density residential
and 37.3 AC for medium-density residential with density approval for up to 706 housing units,
51.4 AC for retail commercial development, and 30 AC of park and open space, including a
boardwalk along the Jordan River.
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LAND SALE #5
(LARGE MIXED-USE)

South of 7200 South, west of
700 West and Holden Street,
north of 7800 South, with the
Jordan River on the west;
Midvale City, Salt Lake County

PROPERTY TRANSACTION INFORMATION

CHARACTERISTICS

Tax Parcel: 21-26-200-015 Sale Date: December 20, 2007 (Doc. #1028124)
21-26-400-003 Sale Price: $27,600,000

Zoning:  BJ(Bingham Junction)  Financing Terms: Cash equivalent

Land Area: 165.859 acres Cash Equivalency: $27,600,000

Shape: Irregular Grantor / Seller:  Littleson, Inc.

Terrain:  Level, slight downslope  Grantee / Buyer:  Arbor Gardner Bingham Junction Co.

Utilities:  All Available Property Rights:  Fee Simple

Access: Paved roadway

COMPARATIVE INDICATOR  VERIFICATION

Price Per Acre: $166,406 Jeff Bernson (Broker) NAI Utah Commercial
Price Per Sq. Ft: $3.82 (801) 550-2515
COMMENTS

This is Sharon Steels 450 AC Midvale slag site, which operated for 90+ years as a smelter
before ceasing in 1964. It was declared a “superfund” site in 1990 and EPA approved a pilot
program for redevelopment in 1999, enabling the landowner and Midvale City to identify future
land uses, resulting in the adoption of the Bingham Junction master plan in August 2000.
Remediation began in 2002, including removal of buildings, extraction of highly contaminated
wastes, and slag compaction and capping with 18 inches of “clean” fill material. Midvale City
assisted with necessary utility infrastructure construction to accommodate the redevelopment
plan. Purchase negotiation with Gardner & Company began in October 2004. The conceptual
land use plan at the time of purchase became known as “River Walk,” and proposed up to 1,853
housing units on 70 AC at various densities, 90 AC for retail commercial/office use (x1.16
million SF), and 100+ room hotel with conference facilities.
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LAND SALE #6

7162 South 5490 West
West Jordan
Salt Lake County

PROPERTY
CHARACTERISTICS

TRANSACTION INFORMATION

Tax Parcel: 20-25-100-039
Zoning:  RR-20

Land Area: 14.26 acres
Shape: Rectangular
Terrain: Level

Utilities:  All Available
Access: Paved roadway

COMPARATIVE INDICATOR

Sale Date: July 26, 2012
Sale Price: $1,400,000
Financing Terms: Cash equivalent
Cash Equivalency: $1,400,000
Grantor / Seller:  HJ Builders
Grantee / Buyer:  S-B West Jordan
Property Rights:  Fee Simple

VERIFICATION

Price Per Acre: $98,177
Price Per Sq. Ft: $2.25

COMMENTS

Tiffany Jensen, Agent and Randy Bowler, buyer by Eric

Leonhardt

This parcel has been divided into county parcels 20-25-100-044, 046, 047. Plus, 1.43 acres
were transferred to West Jordan City for 5600 West. The purchase was at the listing price after
the recent listing period of about five months. The agent said interest increased at the time of
purchase and that the property could have sold for more. The buyer said that it was indeed a
distressed and below market transaction.
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The following table summarizes those transactions considered most pertinent to

comparison approach valuation of the subject parcel.

the sales

SUMMARY OF PERTINENT LAND TRANSACTIONS

Salt Lake County

D PROPERTY SALE SALE PARCEL ZONING PIISFI:%E
IDENTIFICATION DATE PRICE |SIZE (AC) ACRE
Hawks Ridge

p |Westof SR 73 04/2006 [$ 9,412,943 117625 | R-3 | $80,025
Saratoga Springs
Utah County
Villages at Saratoga Springs

2 |Saratoga Springs 01/2006 |$23,700,000[ 479.47 R-1 $49,430
Utah County
Independence at the Point Mav 2013

3 | 925 West 15300 South (st |$8560000]  80.0 [SG-1& MU| $107,000
Bluffdale Closing)
Salt Lake County
North side 7200 South
between 700 West and the 03/2006 BJ

4 |Jordan River; (Negotiated [$20,250,000{ 129.700 Mixed-Use $156,130
Midvale City 02/2004)
Salt Lake County
South of 7200 South, west of
700 West, north of 7800 12/2007 B

5 | South, east of Jordan River; |(Negotiated [$27,600,000[ 165.859 Mixed-Use $166,406
Midvale City 10/2004)
Salt Lake County
7162 South 5490 West

6 |West Jordan City 07/2012 |$1,400,000 | 14.26 RR-20 | $98,177
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ADJUSTMENT GRID
ADJUSTMENT CATEGORIES SALE1 SALE2 SALE3 SALE4 SALES SALEG6
Date of Sale 04/06 01/06 5/13 03/06 12/07 07/12
Size (Acres) 117.625 479.470  80.000 129.700 165.859  14.260
Sale Price/Acre $80,025 $49,430 $107,000 $156,130 $166,406 $98,177
Property Rights 0% 0% 0% 0% 0% 0%
Adjusted Price/Acre $80,025 $49,430 $107,000 $156,130 $166,406 $98,177
Sale Conditions/Terms 0% 15% 0% 0% 0% 15%
Adjusted Price/Acre $80,025 $56,845 $107,000 $156,130 $166,406 $112,904
Market Conditions -10% -10% 0% -10% -15% 0%
Adjusted Price/Acre $72,023 $51,160 $107,000 $140,517 $141,445 $112,904
Locational Influences 25% 25% 10% -10% -10% 0%
Size / Shape -30% -10% -40% -30% -25% -60%
Accessibility 0% 0% 0% 0% 0% 0%
Utility Infrastructure 0% 0% 0% 0% 0% 0%
Zoning / Density 20% 40% 0% -10% -10% 30%
Geothermal Well 5% 5% 5% 5% 5% 5%
Adjusted Price/Acre $86,427 $81,856 $80,250 $77,284 $84,867 $84,678
Net Adjustment 20% 60% -25% -45% -40% -25%
Gross Adjustment 80.0% 80.0% 55.0% 55.0% 50.0% 95.0%
Price/Acre Range $77,284 to $86,427

AVERAGE PRICE PER AC

$82,560
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Land Sale Adjustment Methodology and Analysis

Ascertaining the appropriate comparative unit is critical to the credibility of the analysis and
dependent on the type of property, actions of market participants, and purpose of the appraisal
assignment. Development properties are typically transacted analyzed or transacted by market
participants based on price per acre of land area; therefore, this comparative unit was utilized for
valuation purposes.

Application of the adjustment process sequentially considered the dissimilarities of the cited
sales associated with the following categories of influence that are common to all types of realty.
These elements of comparison represent the characteristics of properties and realty transactions
that help explain the variance of prices paid for real estate.

. Property rights conveyed

. Financing and terms of sale

. Conditions of sale

o Changing market conditions

. Locational Influences

. Physical property characteristics

Property Rights Conveyed - Each of the sales involved fee simple estate property rights;
therefore, no adjustment is needed for the rights conveyed.

Sale Conditions/Financing and Terms of Sale - An adjustment for conditions of sale is usually
applied to reflect the special motivations or circumstances of a particular buyer and/or seller.
Sale 2 was a bankruptcy sale with the seller indicating that it was distressed and sold below
market value. The seller, buyer and agent all agreed that Sale 6 sold below value.
Comparative sales analysis tends to confirm this and indicates a 15 percent upward
adjustment for these two sales.

Referring to the introductory section of this report, the definition of “market value” requires
cash or equivalent financing terms. For this reason, adjustments must be considered for sales
that include creative financing and/or special sales concessions. The closed transactions
were each negotiated with cash terms, or on terms concluded to be equivalent to cash;
therefore, adjustments are unnecessary for the remaining sales in this category of
comparison.

Changing Market Conditions - Market conditions generally change over time, yet an appraisal
is time specific (i.e. the effective date of value). For this reason, it is necessary to consider
the direction of any change in value (if any) between the sale date and effective date of the
appraisal. As previously noted, no large land sales have occurred in the market in recent
months, forcing us to use older sales to conduct the analysis.
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The most reliable means of supporting an adjustment for a change in market conditions is
obtained from a comparison of sale/resale transactions pertaining to the same property over
time; however, in practice, such data is oftentimes scarce, and when found, may not be
pertinent to the time interval under analysis. Inasmuch as the subject property is unique in
location and size, very few similar sales are available for analysis. Attempting to conduct an
analysis on properties dissimilar to the subject could be misleading.

Alternatively, adjustments for changing market conditions can be extracted from interviews
with local market experts. As such, we had conversations with developers Jared Westhoff, as
well as Nate Shipp with DAI, which is a company that specializes in large-scale development
of master planned communities. Mr. Westhoff and Mr. Shipp indicated that lot prices have
increased significantly in recent months. They added, however, that concerns in the market
regarding the risks of holding large land parcels have held the values of large land parcels
down. The aggressive land value increases through 2006 began to slow in 2007, followed by
substantial devaluations from 2008 through 2010. It is difficult to pinpoint the amount of
decline, due to the fact that the market for large properties essentially disappeared, with the
exception of bank foreclosure sales, which often reflected declines of 60 percent or more.

In 2011 and 2012 lot inventories began to show significant declines and in 2013 market
conditions have begun to tighten significantly. This has created upward pressure on lot
values, which are once again in the range of 2006 levels, or above. Land values are tending
to lag behind these trends, due to financing difficulties and ongoing concerns regarding the
long term health of the economy.

The above market dynamics suggest that 10 percent downward adjustments are appropriate
for the 2006 sales and a 15 percent downward adjustment is indicated for Sale 5, which
occurred in 2007. No adjustments are indicated for Sale 3 or 6.

Locational Influences - Location adjustment may be required when the environmental and
linkage influences of a sale differ from those of the subject. This is performed before
consideration of any physical dissimilarity. The reader is reminded that the subject is
adjacent to and visible from 1-15, which as of UDOT’s 2010 traffic count, enjoyed an ADT
of 134,820 vehicles. This type of exposure and access is extremely valuable to development
properties.

Sales 1 and 2 are located in Saratoga Springs, about 10 miles west of 1-15. This is considered
to be a significantly inferior location. Comparative sales analysis with the other sales in the
adjustment grid, indicate upward adjustments of 25 percent. Sale 3 is located in Bluffdale,
but does not have visibility or direct access from 1-15. A 10 percent upward adjustment is
considered reasonable. Sales 4 and 5 are located in Midvale, which is much closer to the Salt
Lake metro area and less than a 15 minute commute to the Salt Lake City retail centers and
worksites. Comparative sales analysis indicates 10 percent downward adjustments. No
adjustment is indicated for Sale 6, which is considered to be similar to the subject in travel
time to downtown Salt Lake City and major shopping areas.

Size / Shape — As previously noted, the subject parcel totals 680.6 acres and has an irregular
shape. The comparable sales have gross areas that range in size from 14.26 to 479.47 acres.
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Based on a pairing of the data, Sale 2, which is the closest to the subject in size should be
adjusted downward by 10 percent. Sale 5, which is the next largest at 165.859 acres,
indicates a downward adjustment of 25 percent. Sales 1 and 4 are similar in size, at 117.625
and 129.70 acres, respectively, and are adjusted downward by 30 percent. Sales 3 and 6,
which are substantially smaller than the subject are adjusted downward by 40 and 60 percent,
respectively.

Accessibility — All six sales are considered to be similar to the subject in this regard, with no
adjustments indicated. As previously noted, the UDOT properties to the north of Bangerter
Highway and adjacent to the FrontRunner railway lines are zoned TSD to accommodate a
future transit station. This could be a very positive future influence for the subject.
However, until final plans are established any potential value increase is difficult to identify.

Utilities — All utilities are present on the subject site. No adjustments are indicated. It is noted
that a geothermal well is located on the subject property which will be addressed below.

Zoning / Density — As noted in the highest and best use section of this report, in order to
determine the probable zoning provisions as the subject site is vacated, we met with Draper
City Manager, David Dobbins, Assistant City Manager, Russell Fox and Community
Development Director, Keith Morley. These gentlemen indicated that the city will be
amenable to accommodating a zoning that will be consistent with the highest and best use of
the subject site. They agreed that a mixed-use approach involving residential, retail and
office uses would likely represent the maximally productive use, and that industrial uses may
not be compatible with these uses.

Mr. Fox indicated that the city currently has a master plan overlay zone, which is likely
where they would start. They would then be willing to modify the ordinance to meet market
demands. We asked if, for example, they would consider allowing a high-intensity use such
as ultra-high density condominium buildings of ten or more floors. They responded that if
market demand could be verified, this would not be out of the question.

Based on this information, the likely zoning is considered to be consistent with the highest
and best use. Residential densities will likely range from about three to 24+ homes per acre
and conceivably be integrated into retail and office uses in some cases. Based on the size and
location of the subject parcel, it is reasonable to project that about 60 percent will be
attributed to residential uses, likely totaling in the neighborhood of 2,500 homes. Consistent
with other similar developments, retail and office uses will likely take another 20 percent and
the remaining 20 percent will consist of common area and amenities.

Sales 1 and 2 are considered to be significantly inferior, with maximum residential densities
of three homes per acre and one home per acre. Comparative sales analysis indicates 20 and
40 percent upward adjustments, respectively. Sale 3 is zoned with a similar intensity of use
as proposed for the subject, with no adjustment indicated. Sales 4 and 5 are characterized
with ultra-high intensity uses, including 706 units on 48.5 acres, for a density of 14.6 per acre
and 1,853 homes on 70 acres, for a density of 26.5 per acre. The remaining acreages are
utilized for retail and common area uses. Based on these high-intensity uses and pairing of
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the data, 10 percent downward adjustments are indicated. Sale 6 is significantly inferior with
a density of only two homes per acre, suggesting a 30 percent upward adjustment.

Geothermal Well — Mr. Greg Peay with the DFCM indicated that the geothermal well on the
subject site, most recently heated about 300,000 square feet of living area and that this
represents about 20 percent of its capacity. As such, it is estimated to have the capacity to
heat in the neighborhood of 1.5 million square feet of living area. With increasing pressures
on utility costs, this could be a resource that would be beneficial to a number of proposed
uses in the future.

However, Facilities Manager, Jerry Jensen, indicated that the system is extremely corrosive
and requires constant maintenance and updating. He said that they have tried various types
of delivery systems, including metal and most recently, fiberglass. The fiberglass appears to
hold up better than metal, but the pumps and pipes continually have to be replaced. As such,
it is not known if the system is financially feasible at the present time.

In the absence of market data regarding geothermal values, it appears that insufficient
information is available with which to conduct a detailed analysis. However, given the fact
that it potentially offers another option for heating homes and possibly other applications, it
is considered reasonable to conclude that it has minor contributory value to the subject.
Hence, it is considered sensible to apply a 5 percent upward adjustment to each of the sales.

Concluded Subject Parcel Value

Following adjustments, the transactions indicate a range in value from $77,284 to $86,427 per
acre. Statistically, the mean indicated value was $82,560 per acre. All six sales are considered
to be valid value indicators. Sale 2 is the closest in size to the subject, but is over seven years old
and was adjusted significantly for location and zoning. Sale 3 is the most recent, but was
adjusted substantially for size. Overall, sales 3, 4 and 5 received the least gross adjustments and
are considered to be most similar to the subject.

Based on the foregoing, we conclude that the subject parcel has a value of $82,000 per acre as of
the date of valuation. Applying this data to the 680.6 acres results in an overall value of
$55,809,200.

Demolition

As previously noted, approximately 65 buildings currently exist on the subject property, which
would be demolished in order to achieve the *“as if vacant” status. To identify the cost of
demolition we contacted international demolition company, Grant Mackay Demolition
Company. This company has many years’ experience demolishing large structures throughout
the world.

Since they have an office in Bountiful, Utah, Mackay Demolition was familiar with subject and
its improvements. After talking with Mr. Greg Peay to acquire specifications, they were able to
produce a budgetary figure for the demolition of the existing improvements. Their budget, which
can be found in the addendum of this report, came to $3,956,193.49. However, it is noted that
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this figure excludes such things as permits, bonds, adhesive removal, saw cutting or core cutting,
utility disconnect and removal, landscaping, earthwork, shoring or bracing, road base removal,
capping or patching, surface preparation for new construction, salvage of items for contractor or
owner’s use, barricades or fencing, asbestos removal, hazardous material removal, tank removal
and hazardous material assessment.

While it is impossible to quantify the likely costs of the above items until further research is
done, it is considered reasonable to project that they could amount to another 5 to 10 percent of
the bid amount. Hence, a likely overall cost is considered to be $4,500,000. Deducting this from
the concluded value results in the following net value:

Concluded Value with Improvements $55,809,200
Demolition Costs - 4,500,000
“As Is” Value $51,309,200

Based on this information, we conclude that the “as is” value of the subject as of August 20,
2013, which was the date of inspection, is $51,300,000 (rounded).

“FIFTY ONE MILLION THREE HUNDRED THOUSAND DOLLARS”
($51,300,000)

EXPOSURE/MARKETING PERIOD

Exposure time refers to the total amount of time a property was available for sale until it sold and
is therefore a retrospective estimate based on past events. Exposure time is always presumed to
occur prior to the effective date of the appraisal. Marketing time refers to future events and is
assumed to occur after the effective date of the appraisal. Based on conversations with local
market participants, exposure/marketing time for this property at the above indicated value is
estimated at 12 months.
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DEVELOPMENT APPROACH

Procedures

The development approach considers the anticipated benefits in terms of money which are to be
derived from the ownership of the property. In this analysis, the "future benefits" are defined as
the income to be derived from the sales of entitled parcels, or what is commonly known as
“papered lots”. The total projected income, which is called the “Gross Sellout”, is derived by
adding the projected revenues. To arrive at the value one buyer would pay for the entire
development, or “Investment Value as If Master Planned”, costs associated with the marketing
period of the lots must then be accounted for. These costs include the time value of the money
that is tied up in the development, marketing costs, closing costs, taxes, any HOA fees and profit
that the buyer would expect to make on the parcels. A discounted cash flow analysis accounting
for these costs is then utilized to convert these sales proceeds into an indication of the
discounted, or “Investment Value as if Master Planned” value of the parcels.

It is noted that this approach would require backbone infrastructure to be installed in order to
provide access to the individual parcels. After concluding the final values the cost of a
hypothetical backbone infrastructure will be estimated and deducted from the value conclusions.
Since no engineering has been completed on the subject, we reiterate that this estimate will be
purely hypothetical and will have to be calculated in more detail once engineering is in place.

The required information and steps in this analysis are as follows:
1.  Estimation of parcel values.
2.  Estimation of absorption period.
3. Estimation of holding costs and marketing expenses.
4.  Discounting of probable net revenues over the absorption period based on
assumptions regarding appreciation/depreciation, holding costs, and marketing
costs.

On the following pages is our analysis of the market demand for various land uses and densities
in order to identify a logical development plan. The value concluded will assume fully entitled
development parcels, which would be sold on an individual basis. These types of parcels are
typically referred to as “papered lots”. Due to the lack of papered lot sales in the current market,
we have utilized developed lot sales from which we will deduct development costs and profit to
arrive at papered lot values. This is followed with value determinations of the hypothetical
products within the development plan.

The values of the different product types will be individually. The first category will be parcels
designated for single family lots, ranging from the smallest size categories to the largest. Next,
we will value the townhome parcels, followed by condominium parcels. The overall revenues,
known as the *“gross sellout” for the hypothetical parcels will then be determined. The project
will then be divided into parcels representative of the size that developers typically purchase.
Analysis of absorption time, planning and engineering costs, improvement costs and holding
costs and discounted cash flow of the revenues will then follow.
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RESIDENTIAL PARCELS

SINGLE FAMILY LOTS

Due to substantial inventories of improved single family lots on the market, relatively few
acquisitions of “papered” lots have occurred in recent years. As such, in order to properly
analyze a development with the market breadth of the proposed subject, it becomes necessary to
analyze the sales of improved lots and subsequently deduct the improvement costs and
associated profit. We have made an extensive search of the market and determined that the
following developments are most representative of single family products proposed for the
subject development:



85

Comparable Subdivision #1 Market Data

East Riverwalk Lot # Date of Sale Size of Lot Sales Price
6800 South 900 West 306 - 316 06/15/13 3,688 - 4,370 $84,333
Midvale, Utah

Salt Lake County

Site & Sales Information

Utilities & improvements: All Available

Sales period: Last 12 Months
Financing terms: Cash Equivalent
Property rights conveyed: Fee Simple

Conditions of sale: Arm's Length
Amenities: None

Lot size range: 3,688 to  4370SF
Average lot size: 3,932 square feet

Lot price range: $84,333

Average lot price: $84,333

Total number of lots: 10

Lots sold to date: N/A

Lots sold per month: N/A

Verification: Alpine Homes, Builder
Comments

These lots were purchased on a rolling takedown of atleast three lots every two months.



Right Price
Right Builder
Right Now

Comparable Subdivision #2 Market Data

Bluffdale Heights Lot # Date of Sale Size of Lot Sales Price
15143 S Skyfall Drive 104 08/06/13 4,356 $80,000
Bluffdale, Utah 109 07/23/13 6,098 $96,900
Salt Lake County 112 07/05/13 9,147 $102,900
106 Current Listing 5,227 $70,000

Site & Sales Information

Utilities & improvements: All Available

Sales period: Last 12 Months
Financing terms: Cash Equivalent
Property rights conveyed: Fee Simple

Conditions of sale: Arm's Length
Amenities: None

Lot size range: 4,356 to 14,375SF
Average lot size: 7,400 square feet

Lot price range: $70,000 to $102,900
Average lot price: $87,450

Total number of lots: 52

Lots sold to date: 50

Lots sold per month: 6.4

Verification: Mark Jones, Jones and Associates Realty

Salt Lake County Recorder

Comments

These lots are located just to the west of the I-15 freeway near the Point of the Mountain. The subdivision offers a
park and some lots can have walk-out basements. Listing agent Mark Jones said that they have sold 16 lots since

June, for an absorption of 6.4 lots per month. All but two of the lots are sold. He said they do offer some moderate
views, however, the reason they're selling so quickly at this price is just that there is enormous demand and limited

supply.
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Comparable Subdivision #3

Market Data

Juniper Point Subdivision
14672 S. 4800 W.
Herriman, Utah

Salt Lake County

Site & Sales Information

Lot # Date of Sale

153 10/25/12
154 10/03/12
Q143 May, 2013
Q468 06/03/13

Size of Lot
5,662

6,700
6,534

10,900

Lot Price
$83,997

$91,197
$83,997

$110,000

Utilities & improvements:
Sales period:

Financing terms:
Property rights conveyed:
Conditions of sale:
Amenities:

Lot size range:

Average lot size:

Lot price range:

Average lot price:

Total number of lots:
Lots sold to date:

Lots sold per month:
Verification:

Comments

Fully improved
10/03/12 to 10/25/12
Cash Equivalent

Fee Simple

Arm's Length

None

0.13 to 0.16

0.14 square feet
$83,997 to $91,197
$87,597

N/A

N/A

N/A

Agent at Richmond American Homes and MLS; by Roland Robison

These sales were on the MLS and are located less than a mile away from the subject property.
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Comparable Subdivision #4 Market Data

Rosecrest MPC

Herriman, Utah
Salt Lake County

Lot # Date of Sale
Mount Ogden Peak and Highfield Dr. 27 05/01/13
2 05/01/13
05/01/13
32 02/15/13

Site & Sales Information

Size of Lot

9,600
10,000
10,000
17,860

Lot Price
$95,370
$91,170

$110,000
$135,500

Utilities & improvements:
Sales period:

Financing terms:
Property rights conveyed:
Conditions of sale:
Amenities:

Lot size range:

Average lot size:

Sale Lot price range:
Total number of lots:
Verification:

Comments

Fully improved

05/01/13
Cash Equivalent
Fee Simple
Arm's Length
None

0.22 to 0.23

10,018.00 square feet
$91,170 to $135,500
4

Karin Driggs Edgeland agent; by Roland Robison

These lots were bought by Edge Homes.
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Comparable Subdivision #5

Market Data

Spring Creek Ranch Lot # Date of Sale Size of Lot  Listed Lot Price
2100 South 1000 West 1 08/19/13 8,700 $79,000
Lehi, Utah 143 05/14/13 6,100 $65,000
Utah County 173 03/14/13 12,600 $80,000
Site & Sales Information

Utilities & improvements: Fully improved

Sales period: N/A

Financing terms: Cash Equivalent

Property rights conveyed: Fee Simple

Conditions of sale: Arm's Length

Amenities: None

Lot size range: 8,500 to 13,500 SF

Average lot size: 9,133 square feet

Lot price range: $65,000 to $80,000

Average lot price: $74,667

Total number of lots: N/A

Lots sold last 12 mos.: N/A

Lots sold per month: N/A

\erification: Roland Robison and WFRMLS

Comments

This development is located in south Lehi, about one mile west of I-15.
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Comparable Subdivision #6
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W ST L WATER DR

Market Data

Summerhill

2500 South 200 West
Saratoga Springs, Utah
Utah County

Lot # Date of Sale
231 02/08/13
411 08/21/12
324 03/30/13
328 06/01/13

Site & Sales Information

Size of Lot
10,000
13,000
10,500
11,000

Listed Lot Price
$69,900
$61,900
$61,900
$61,900

Utilities & improvements:
Sales period:
Financing terms:

Property rights conveyed:

Conditions of sale:
Amenities:

Lot size range:
Average lot size:

Lot price range:
Average lot price:
Total number of lots:
Lots sold last 12 mos.:
Lots sold per month:
Verification:

Comments

Fully improved

N/A

Cash Equivalent

Fee Simple

Arm's Length

None

10,000 to 15000 sf
11,125 square feet
$69,900 to $69,900
$63,900

N/A

N/A

N/A

Roland Robison and WFRMLS

Has views of Utah Lake and Talon Cove golf course across Highway 73, to the west.
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Comparable Subdivision #7

Market Data

Cove at Herriman Lot # Date of Sale
14614 South Rock Canyon Circle 514 03/15/13
Herriman, Utah 465 09/28/12
Salt Lake County 424 01/29/13
507 06/21/13
401 12/03/12
268 10/11/12
515 07/11/13
204 12/20/12

Site & Sales Information

Size of Lot
21,780
14,375
14,375
21,780
13,504
13,068
21,780
21,780

Listed Lot Price
$117,000
$103,000

$95,545
$122,500
$99,900
$115,000
$130,000
$125,000

Utilities & improvements:
Sales period:

Financing terms:
Property rights conveyed:
Conditions of sale:
Amenities:

Lot size range:

Average lot size:

Lot price range:

Average lot price:

Total number of lots:
Lots sold last 12 mos.:
Lots sold per month:
Verification:

Comments

Fully improved

N/A

Cash Equivalent

Fee Simple

Arm's Length

None

13,068 to 21,780 SF
17,805 square feet
$87,000 to $125,000
$113,493

N/A

7

0.58

Tyler A. Free and WFRMLS

These lots are located just south of the subject in the Cove at Herriman.
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To establish a benchmark base price for each size category of lots we have analyzed lot sales
within the various sizes. The average size of these lots is estimated at approximately 4,500
square feet. To evaluate these sales, we have developed adjustment grids which can be found on
the following pages of this report. An explanation of the adjustments is included on the

subsequent page to each grid.

UNDER 5,000 SQUARE FOOT LOTS
Based on the highest and best use analysis, this type of product would represent 15 percent of the
single family lots, or 245 units. The following sales are representative of this type of product:

Vacant Lot Adjustment Grid

Summary of
Comparables

Date of Sale
Size (SF)
Price/Lot

Adjustme nts
Property Rights
Adjusted Price/lot
Conditions/Terms

Adjusted Price/lot

Adjusted Price/lot

Location

Size

Amenities
Views

Other

Adj. Price/lot

Net Adjustment

Gross Adjustment

Range

Mean Value

Market (Time) Adj.

East Riverwalk  Bluffdale Heights Bluffdale Heights Juniper Point Juniper Point
Lots 306 - 316 104 109 153 154
Midvale Bluffdale Bluffdale Herriman Herriman
1 2 3 4 5
6/13 8/13 7/13 10/12 10/12
3,932 4,356 6,098 5,662 6,700
$84,333 $80,000 $96,900 $83,997 $91,197
0% 0% 0% 0% 0%
$84,333 $80,000 $96,900 $83,997 $91,197
0% 0% 0% 0% 0%
$84,333 $80,000 $96,900 $83,997 $91,197
0% 0% 0% 0% 0%
$84,333 $80,000 $96,900 $83,997 $91,197
0% 0% 0% 5% 5%
0% 0% -10% -5% -10%
0% 0% 0% 0% 0%
0% 0% 0% 0% 0%
0% 0% 0% 0% 0%
$84,333 $80,000 $87,210 $83,997 $86,637
0% 0% -10% 0% -5%
0.00% 0.00% 10.00% 10.00% 15.00%
$80,000 to $87,210
$84,435
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Explanation of Adjustments

Property Rights, Conditions,
Market Time

Location

Size

Amenities

Views

Conclusion

The benchmark value for these proposed lots is based on the
assumption of an average lot size of approximately 4,500
square feet.

No adjustments are indicated.

The proposed subject lots are considered to have excellent
linkages, with 1-15 located within a few hundred yards.
Sales 1, 2 and 3 are considered to be similar to the subject in
this regard, with no adjustments indicated. Sales 4 and 5, on
the other hand, are considered to be slightly inferior, being
located about five miles from 1-15. As such, 5 percent
upward adjustments are indicated.

As noted above, these proposed subject lots are assumed to
have an average size of about 4,500 square feet. Sales 1 and
2 are similar to this size, with no adjustments indicated.
Sales 3, 4 and 5 are slightly larger, with upward adjustments
of 5 and 10 percent indicated.

It is assumed that the proposed subject lots will have
amenities such as parks, trails and recreational facilities. All
five sales offer these types of amenities, with no adjustments
indicated.

The subject lots are assumed to offer moderate views of the
valley and mountains. All five sales are similar to the subject
in this regard, with no adjustments indicated.

The adjusted values of the sales range from $80,000 to
$87,210 with a mean of $84,435 per lot. Consideration is
given to each of the comparable lot sales. After careful
consideration of the above presented information, an
appropriate benchmark value for the subject proposed lots is
established at $85,000.
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5,000 - 6,999 SQUARE FOOT LOTS
Based on the highest and best use analysis, this type of product would represent 20 percent of the
single family lots, or 325 units. The following sales are representative of this type of product.

Vacant Lot Adjustment Grid

Summary of BluffdallggHeights Junipf;;oint Junipf;foint Junige1r4P30int Sprinlg4greek
Comparables Bluffdale Herriman Herriman Herriman Lehi

1 2 3 4 5
Date of Sale 7/13 10/12 10/12 5/13 3/13
Size (SF) 6,098 5,662 6,700 6,534 6,100
Price/Lot $96,900 $83,997 $91,197 $83,997 $65,000
Adjustments
Property Rights 0% 0% 0% 0% 0%
Adjusted Price/lot $96,900 $83,997 $91,197 $83,997 $65,000
Conditions/Terms 0% 0% 0% 0% 0%
Adjusted Price/lot $96,900 $83,997 $91,197 $83,997 $65,000
Market (Time) Adj. 0% 0% 0% 0% 0%
Adjusted Price/lot $96,900 $83,997 $91,197 $83,997 $65,000
Location 0% 5% 5% 5% 30%
Size 0% 0% -5% 0% 0%
Amenities 0% 0% 0% 0% 0%
Views 0% 0% 0% 0% 0%
Other 0% 0% 0% 0% 0%
Adj. Price/lot $96,900 $88,197 $91,197 $88,197 $84,500
Net Adjustment 0% 5% 0% 5% 30%
Gross Adjustment 0.00% 5.00% 10.00% 5.00% 30.00%
Range $84,500 to $96,900
Mean Value $89,798
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Explanation of Adjustments

Property Rights, Conditions,
Market Time

Location

Size

Amenities

Views

Conclusion

The benchmark value for these proposed lots is based on the
assumption of an average lot size of approximately 6,000
square feet.

No adjustments are indicated.

The proposed subject lots are considered to have excellent
linkages, with 1-15 located within a few hundred yards.

Sales 1 is considered to be similar to the subject in this
regard, with no adjustment indicated. Sales 2, 3 and 4, on the
other hand, are considered to be slightly inferior, being
located about five miles from 1-15. As such, 5 percent
upward adjustments are indicated. Sale 5 is substantially
inferior, being located further south in Utah County, with
inferior surroundings. Comparative sales analysis indicates a
30 percent upward adjustment.

As noted above, these proposed subject lots are assumed to
have an average size of about 6,000 square feet. Sales 1, 2, 4
and 5 are similar to this size, with no adjustments indicated.
Sale 3 is slightly larger, indicating a downward adjustment of
5 percent.

It is assumed that the proposed subject lots will have
amenities such as parks, trails and recreational facilities. All
five sales offer these types of amenities, with no adjustments
indicated.

The subject lots are assumed to offer moderate views of the
valley and mountains. All five sales are similar to the subject
in this regard, with no adjustments indicated.

The adjusted values of the sales range from $84,500 to
$96,900 with a mean of $89,798 per lot. Consideration is
given to each of the comparable lot sales. After careful
consideration of the above presented information, an
appropriate benchmark value for the subject proposed lots is
established at $90,000.
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7,000 - 9,999 SQUARE FOOT LOTS
Based on the highest and best use analysis, this type of product would represent 40 percent of the
single family lots, or 650 units. The following sales are representative of this type of product.

‘ Vacant Lot Adjustment Grid

Summary of
Comparables

Date of Sale
Size (SF)
Price/Lot

Adjustme nts
Property Rights
Adjusted Price/lot
Conditions/Terms

Adjusted Price/lot

Adjusted Price/lot

Location

Size

Amenities
Views

Other

Adj. Price/lot

Net Adjustment

Gross Adjustment

Range

Mean Value

Market (Time) Adj.

Bluffdale Heights Rosecrest Rosecrest Spring Creek ~ Summerhill
112 27 3 1 231
Bluffdale Herriman Herriman Lehi Saratoga Sprgs
1 2 3 4 5
7/13 5/13 5/13 8/13 2/13
9,147 9,600 10,000 8,700 10,000
$102,900 $95,370 $110,000 $79,000 $69,900
0% 0% 0% 0% 0%
$102,900 $95,370 $110,000 $79,000 $69,900
0% 0% 0% 0% 0%
$102,900 $95,370 $110,000 $79,000 $69,900
0% 0% 0% 0% 0%
$102,900 $95,370 $110,000 $79,000 $69,900
0% 5% 5% 30% 50%
-5% -5% -10% 0% -10%
0% 0% 0% 0% 0%
0% 0% 0% 0% 0%
0% 0% 0% 0% 0%
$97,755 $95,370 $104,500 $102,700 $97,860
-5% 0% -5% 30% 40%
5.00% 10.00% 15.00% 30.00% 60.00%
$95,370 to $104,500

$99,637
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Explanation of Adjustments

Property Rights, Conditions,
Market Time

Location

Size

Amenities

Views

Conclusion

The benchmark value for these proposed lots is based on the
assumption of an average lot size of approximately 8,500
square feet.

No adjustments are indicated.

The proposed subject lots are considered to have excellent
linkages, with 1-15 located within a few hundred yards.
Sales 1 is considered to be similar to the subject in this
regard, with no adjustment indicated. Sales 2 and 3, on the
other hand, are considered to be slightly inferior, being
located about five miles from 1-15. As such, 5 percent
upward adjustments are indicated. Sale 4 and 5 are
substantially inferior, being located further south in Utah
County. Sale 4 is located in Lehi, about one mile west of I-
15. Sale 5 is located in Saratoga Springs, at a distance of
over 12 miles from 1-15. Comparative sales analysis
indicates a 30 percent upward adjustment for sale 4 and a 50
percent upward adjustment for sale 5.

As noted above, these proposed subject lots are assumed to
have an average size of about 8,500 square feet. Sale 4 is
similar to this size, with no adjustments indicated. Sales 1
and 2 are slightly larger, indicating downward adjustments of
5 percent. Sales 3 and 5 are at the high end of the range,
indicating downward adjustments of 10 percent.

It is assumed that the proposed subject lots will have
amenities such as parks, trails and recreational facilities. All
five sales offer these types of amenities, with no adjustments
indicated.

The subject lots are assumed to offer moderate views of the
valley and mountains. All five sales are similar to the subject
in this regard, with no adjustments indicated.

The adjusted values of the sales range from $95,370 to
$104,500 with a mean of $99,637 per lot. Consideration is
given to each of the comparable lot sales. As such, an
appropriate benchmark value for the subject proposed lots is
established at $100,000.
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10,000 - 14,999 SQUARE FOOT LOTS
Based on the highest and best use analysis, this type of product would represent 25 percent of the
single family lots, or 405 units. The following sales are representative of this type of product.

Vacant Lot Adjustment Grid

Summary of Junin(:rGI;oint Rosg(zzrest S;Jrir]lg73(3reek Covzzg H 00\225@ H
Comparables Herriman Herriman Lehi Herriman Herriman
1 2 3 4 5
Date of Sale 6/13 2/13 3/13 10/12 9/12
Size (SF) 10,900 17,860 12,600 13,068 14,375
Price/Lot $110,000 $135,500 $80,000 $115,000 $103,000
Adjustme nts
Property Rights 0% 0% 0% 0% 0%
Adjusted Price/lot $110,000 $135,500 $80,000 $115,000 $103,000
Conditions/Terms 0% 0% 0% 0% 0%
Adjusted Price/lot $110,000 $135,500 $80,000 $115,000 $103,000
Market (Time) Adj. 0% 0% 0% 0% 0%
Adjusted Price/lot $110,000 $135,500 $80,000 $115,000 $103,000
Location 5% 5% 40% 10% 10%
Size 10% -15% 0% 0% -5%
Amenities 0% 0% 0% 0% 0%
Views 0% 0% 0% 0% 0%
Other 0% 0% 0% 0% 0%
Adj. Price/lot $126,500 $121,950 $112,000 $126,500 $108,150
Net Adjustment 15% -10% 40% 10% 5%
Gross Adjustment 15.00% 20.00% 40.00% 10.00% 15.00%
Range $108,150 to $126,500
Mean Value $119,020




100

Explanation of Adjustments

Property Rights, Conditions,
Market Time

Location

Size

Amenities

Views

Conclusion

The benchmark value for these proposed lots is based on the
assumption of an average lot size of approximately 12,500
square feet.

No adjustments are indicated.

The proposed subject lots are considered to have excellent
linkages, with 1-15 located within a few hundred yards.
Sales 1 and 2 are considered to be slightly inferior, being
located about five miles from 1-15. As such, 5 percent
upward adjustments are indicated. Sales 4 and 5 are
somewhat more inferior, being located about eight miles
from 1-15. As such, 10 percent upward adjustments are
indicated. Sale 3 is substantially inferior, being located
further south in Utah County. It is noted that smaller lots in
this subdivision were adjusted upward by 30 percent. A
larger upward adjustment is considered reasonable for larger
lots, due to the fact that this area is less able to support
upscale homes. Hence, a 40 percent upward adjustment is
indicated.

As noted above, these proposed subject lots are assumed to
have an average size of about 12,500 square feet. Sales 3
and 4 are similar to this size, with no adjustments indicated.
Sale 1 is slightly smaller, indicating an upward adjustment of
10 percent. Sale 5 is slightly larger and sale 2 is substantially
larger, indicating downward adjustments of 5 and 15 percent.

It is assumed that the proposed subject lots will have
amenities such as parks, trails and recreational facilities. All
five sales offer these types of amenities, with no adjustments
indicated.

The subject lots are assumed to offer moderate views of the
valley and mountains. All five sales are similar to the subject
in this regard, with no adjustments indicated.

The adjusted values of the sales range from $108,150 to
$126,500 with a mean of $119,020 per lot. Consideration is
given to each of the comparable lot sales. As such, an
appropriate benchmark value for the subject proposed lots is
established at $120,000.




101

TOWNHOME AND CONDOMINIUM PADS

Due to the abundance of improved pad inventories through the recession, very few land or
improved townhome and condominium pad acquisitions have been made in recent years. As
such, properly addressing the significant market breadth that applies to a large and diverse
development such as the proposed subject requires analyzing data regarding the pricing and
performance of attached housing projects and allocating values to the pads.

Conversations with local developers and builders, including Patrick Holmes of Holmes Homes,
Gordon Jones of Edge Homes and Nate Shipp of DAI indicate that townhome and condominium
pads are currently being allocated into home prices at rates ranging from about 22 to 28 percent.
As such, it is considered reasonable to allocate pad values at 25 percent. Using this
methodology, the following developments are considered to be relevant to the values of the
proposed pads:
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Comparable #1

Market Data

Ivory Garden Park
11151 Tydeman Way
South Jordan

Salt Lake County

Site & Sales Information

Unit#  Date of Sale  Size of Unit
102 08/22/13 937
104 08/02/13 932
108 08/16/13 1,095
194 03/14/13 1,535

Home Price

$178,492
$176,953
$180,000
$197,900

Pad Value

$44,623
$44,238
$45,000
$49,475

Utilities & improvements:
Sales period:

Financing terms:

Property rights conveyed:
Conditions of sale:
Amenities:

Unit size range:

Average unit size:

Unit price range:

Average unit price:

Total number of Units:
Units sold to date:

Overall Units sold per month:
Units sold 7/10 to Present:
Verification:

Comments

Fully improved

July 2011 to Present
Cash Equivalent
Fee Simple

Arm's Length
Daybreak amenities
932to 1,746 SF
1,120 SF

$175,000 to $199,900
$185,000

N/A

N/A

N/A

16.00

WFMLS by Roland Robison

This is an active adult project developed by Ivory Homes in Daybreak.
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Comparable #2

Market Data

Summerlane at North District
11200 South 3700 West
South Jordan, Utah

Salt Lake County

Site & Sales Information

Unit #
#34-7
#11-5
#31-1
#22-11
#34-9

Date of Sale Size of Unit Home Price

02/28/13
03/28/13
04/05/13
04/23/13
08/28/13

1,305
1,218
1,352
1,184
1,305

$160,659
$169,900
$198,000
$171,250
$169,900

Pad Value
$40,165
$42,475
$49,500
$42,813
$42,475

Utilities & improvements:
Sales period:

Financing terms:

Property rights conveyed:
Conditions of sale:
Amenities:

Unit size range:

Average unit size:

Unit price range:

Average unit price:

Total number of Units:
Units sold to date:
Overall Units sold per month:

Units sold/month last 12 months:

Verification:

Comments

Fully improved

October 2008 to Present
Cash Equivalent

Fee Simple

Arm's Length
Clubhouse

721 to 1,775 SF
1,248 SF

$119,000 to $225,462
$172,000

250

225

571

5.25

WFMLS by Roland Robison

This is at Bangerter Highway near Daybreak. There are 15 different floor plans in this development.
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Comparable Subdivision #3 Market Data

Hillcrest Condominiums Unit# Date of Sale Size of Unit Home Price Pad Value

Hillcrest Road 1971 05/30/13 1,300 $151,900 $37,975

Saratoga Springs, Utah 1979 07/26/13 1,300 $151,000 $37,750

Utah County 1981 08/02/13 1,300 $152,000 $38,000
147 08/05/13 1,213 $136,900 $34,225

Site & Sales Information

Utilities & improvements: Fully improved

Sales period: 2006 to present

Financing terms: Cash Equivalent

Property rights conveyed: Fee Simple

Conditions of sale: Arm's Length

Amenities: clubhouse, exercise room, pool
unit size range: 1,275 SF

Average lot size: 1,275 square feet

Lot price range: $129,900 to $129,900
Average lot price: $129,900

Total number of units: 110

Units sold to date: 110

Units sold per month 2012: 2.00

Verification: Gary Webb, agent (801-836-8411), by Bryan Free
Comments

This is a relatively low-end condominium project in northern Saratoga Springs.
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Comparable Subdivision #4 Market Data

Belle Monet Unit # Date of Sale Size of Unit  Unit Sales Price Pad Values

Monet Dr and Sam White Lane #302 01/23/13 1,114 $110,000 $27,500

Pleasant Grove, Utah #301 05/14/13 1,270 $125,000 $31,250

Utah County #101 08/19/13 1,168 $135,000 $33,750
#201 08/30/13 1,276 $129,000 $32,250

Site & Sales Information

Utilities & improvements:
Sales period:
Financing terms:

Property rights conveyed:

Conditions of sale:
Amenities:

Unit size range:
Average unit size:
Unit price range:
Average unit price:
Total number of units:
Units sold to date:
Units sold per month:
Verification:

Comments

Fully improved

April 2005 - April 2011

Cash Equivalent

Fee Simple

Arm's Length

Clubhouse, pool, hot tub, theater room
1,168 SF

1,168 SF

$133,900 to $147,900

$140,900

256

256

3.56

With Gina Allen, agent (801-671-7931), by Bryan Free

The above information is for sales of the existing 256 units within Belle Monet Condominiums. Building stopped after 2010 when there
was a dispute with the HOA because of guidelines they had which prohibited future building of the same unit types. The project has

room for approximately 8-10 more buildings if the dispute is ever settled.
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Comparable Subdivision #5

Market Data

PG Villas Unit# Date of Sale Size of Unit Unit Sales Price Pad Value

Approximately 840 West 220 South 263 05/17/13 1,430 $165,000 $41,250

Pleasant Grove, Utah 745 07/17/13 1,430 $171,000 $42,750

Utah County 733 07/23/13 1,607 $183,250 $45,813
309 07/30/13 1,430 $169,900 $42,475

Site & Sales Information

Utilities & improvements: Fully improved

Sales period: Spring 2005 to current

Financing terms: Cash Equivalent

Property rights conveyed: Fee Simple

Conditions of sale: Arm's Length

Amenities: Clubhouse, pool, hot tub, fitness center, playground

unit size range: 1,164 SF to 1,350 SF

Average lot size: 1,310 square feet

Unit price range: $130,000 to $156,500

Average unit price: $152,200

Total number of units: 252

Units sold to date: 222

Lots sold per month: 2.31

Verification:

Comments

Kimberly Patterson, agent (801-589-1697), by Bryan Free

The total number of units includes two 12 plexbuildings not yet marketed and three four plexbuildings with half already pre sold.
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TOWNHOMES PADS
Based on the highest and best use analysis, this type of product would represent 30 percent of the
entire product line, or 750 units. The following sales are representative of this type of product.

tment Grid

Summary of Ivory iir(;ign Park Sun;r;:_r;ane Tlllgc;zst Bell;zlg/lfnet Pi??ggas
Comparables South Jordan South Jordan Saratoga Springs Pleasant Grove Pleasant Grove
1 2 3 4 5
Date of Sale 8/13 8/13 7/13 8/13 7/13
Price/Pad $45,000 $42,475 $37,750 $32,250 $42,475
Adjustme nts
Property Rights 0% 0% 0% 0% 0%
Adjusted Price/pad $45,000 $42,475 $37,750 $32,250 $42,475
Conditions/Terms 0% 0% 0% 0% 0%
Adjusted Price/pad $45,000 $42,475 $37,750 $32,250 $42,475
Market (Time) Adj. 0% 0% 0% 0% 0%
Adjusted Price/pad $45,000 $42,475 $37,750 $32,250 $42,475
Location 0% 0% 10% 10% 5%
Product 10% 0% 10% 25% 10%
Amenities -5% 5% 5% 5% 5%
Views 0% 0% 0% 0% 0%
Other 0% 0% 0% 0% 0%
Adj. Price/pad $47,250 $44,599 $47,188 $45,150 $50,970
Net Adjustment 5% 5% 25% 40% 20%
Gross Adjustment 15.00% 5.00% 25.00% 40.00% 20.00%
Range $44,599 to $50,970
Mean Value $47,031
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Explanation of Adjustments

Property Rights, Conditions,
Market Time

Location

Product

Amenities

Views

Conclusion

The benchmark value for these proposed pads is based on the
assumption that these would be equivalent to townhomes.

No adjustments are indicated.

The proposed subject lots are considered to have excellent
linkages, with 1-15 located within a few hundred yards.
Sales 1 and 2 are immediately accessible to 1-215 and are
considered to be similar to the subject in this category. Sale
5 is located approximately one mile from 1-15, but has
excellent access from Pleasant Grove Blvd. indicating a 5
percent upward adjustment. Sales 3 and 4 are considered to
be inferior to the subject in access and influences. Hence, 10
percent upward adjustments are indicated.

The product being evaluated is townhome pads and it is
assumed that the units built in the subject development will
be of good quality. Conversations with local builders
Gordon Jones of Edge Homes and Patrick Holmes of Holmes
Homes indicate that townhome pads versus “stacked flat”
pads usually sell for 10 to 15 percent more. Inasmuch as
sales 1, 3 and 5 are stacked flats, we have applied 10 percent
upward adjustments. Sale 4 was the resale of an existing
unit, which tends to sell for substantially less. As such, 25
percent upward adjustments are indicated. No adjustments
are indicated on Sale 2.

It is assumed that the proposed subject lots will have
amenities such as parks, trails and recreational facilities.
Sale 1 is in Daybreak, which includes water features that
cannot be duplicated on the subject. Hence, a 5 percent
downward adjustment is indicated. The remaining sales are
not located in master planned communities and do not offer
the extent of amenities that will be possible in the subject.
Hence, 5 percent upward adjustments are indicated.

The subject lots are assumed to offer moderate views of the
valley and mountains. No adjustments are indicated.

The adjusted values of the sales range from $45,150 to
$50,970 with a mean of $47,186 per pad. Consideration is
given to each of the comparable sales. As such, an
appropriate benchmark value for the subject proposed pads is
established at $47,000.
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Based on the analyses conducted in this section, the concluded values of the individual
hypothetical improved lots and pads are as follows:

CONDOMINIUM PADS

SUMMARY OF CONCLUSIONS Based on the highest and best use analysis, this type of
product would represent 5 percent of the entire product

line, or 125 units. Referencing the previously noted
conversations with experienced developers in the market
area, a 15 percent downward adjustment is applied to the
townhome pad value of $47,000, resulting in a value of
$40,000 for the condominium pads

PRODUCT VALUE
Under 5,000 sf Detached Lots $85,000
5,000 — 6,999 sf Detached Lots $90,000
7,000 — 9,999 sf Detached Lots $100,000
10,000 — 14,999 sf Detached Lots $120,000
Townhome Pads $47,000

Condominium Pads $40,000
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IMPROVEMENT
COSTS

As noted, the values on the previous page relate to improved
lots and pads. Hence, in order to arrive at “papered” values it
becomes necessary to deduct the development costs and
associated entrepreneurial profit from these figures. To identify
appropriate costs, we consulted nationally recognized Marshall
Valuation Service (MVS). According to Section 66, Page 1 of
MVS, the cost (including profit) to complete typical double-
loaded street and utility improvements ranges from $250 to
$335 per front foot of lot. To maintain sufficient depth to
comply with setback requirements and provide an adequate
building envelope, typical frontages of the products in this
analysis are as follows:

Under 5,000 sf Detached Lots 40 Feet
5,000 — 6,999 sf Detached Lots 50 Feet
7,000 — 9,999 sf Detached Lots 70 Feet
10,000 — 14,999 sf Detached Lots 100 Feet
Townhome Pads 30 Feet
Condominium Pads 10 Feet

Assuming a cost and profit of $300 per front foot and applying these factors to the above typical

frontages suggests the following

development costs for each product:

e FOVRGE STOOT ORVGem

Under 5,000 sf Detached Lots 40 Feet $300 $12,000
5,000 — 6,999 sf Detached Lots 50 Feet $300 $15,000
7,000 — 9,999 sf Detached Lots 70 Feet $300 $21,000
10,000 — 14,999 sf Detached Lots 100 Feet $300 $30,000
Townhome Pads 30 Feet $300 $9,000
Condominium Pads 10 Feet $300 $3,000

Verification

Recognizing that development costs fluctuate significantly
from area to area, we correlated these figures with costs of
projects developed by local companies such as Edge Homes,
Holmes Homes, McArthur Homes and DAI. We found a
strong correlation in these figures and believe them to be
highly relevant and reliable.

Hence, based on the above conclusions, the “papered” values
of these lots are estimated as follows:
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Under 5,000 sf Detached Lots $85,000 $12,000 $73,000
5,000 — 6,999 sf Detached Lots $90,000 $15,000 $75,000
7,000 — 9,999 sf Detached Lots $100,000 $21,000 $79,000
10,000 — 14,999 sf Detached Lots ~ $120,000 $30,000 $90,000
Townhome Pads $47,000 $9,000 $38,000
Condominium Pads $40,000 $3,000 $37,000
GROSS SELLOUT It’s important for the reader to understand that the gross sellout

is not the market value of the subject property, since market
value is defined as one buyer and the gross sellout involves
multiple buyers. In the scenario of the development approach
the lots and pads will not all be sold concurrently to one buyer.
They will be purchased by builders over time as demand
warrants. Hence discounting must be done to account for
carrying costs and the time value of money. This will be done
in the next section of this report.

The gross sellout is calculated by multiplying the number of
units in each product type times the “papered” values and
totaling them. This is done as follows:

Under 5,000 SF 283 $73,000 $20,659,000
5,000 — 6,999 SF 377 $75,000 $28,275,000
7,000 — 9,999 SF 754 $79,000 $59,566,000
10,000 — 14,999 SF 471 $90,000 $42,390,000
Townhomes 870 $38,000 $33,060,000
Condominiums 145 $37,000 $5,365,000
TOTAL 2,900 $189,315,000
Rounded Value per Unit $65,281

Hence, the gross sellout of the residential component totals $189,315,000, before projected price
increases. As identified in the discounted cash flow analysis, it comes to $201,288,987 including
projected price increases.

Discounting In the appraisal of real estate, it is recognized that values are
typically higher when units are sold individually than when
they are sold in multiples. This is commonly referred to as
the "value to one buyer” or wholesale value. This is a result
of holding costs, retail profit potential, and risks during the
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Discount Data

absorption period. Another way to look at it is to identify the
value of the fully developed property to another
entrepreneur. To identify appropriate discounting, we have
utilized two techniques, 1) market extracted data regarding
current discounting practices in Utah’s housing markets and,

2) yield capitalization techniques.

In an effort to identify an appropriate discounting level for
the subject, we spoke with several builders and developers in
the subject’s market regarding their current practices.

Nate Shipp

Development Associates (DAI)
eDeveloper in Salt Lake, Utah,
Davis, Wasatch and
Washington counties

Gordon Jones

Edge Homes

eBuilder and developer in
Utah and Salt Lake counties

Patrick Holmes
Holmes Homes
eBuilder and developer in Salt
Lake, Davis and Utah counties

Don Brady, Terramerica

Brad Reynolds, Reynolds
Construction

Mr. Shipp specializes in large scale development. He
indicated that DAI has typically sold units to builders
on a bulk sale basis at an annual discount rate ranging
from 0 to 10 percent. He reported that based on current
market softness, the discount would likely be at the
higher extreme of this range.

Mr. Jones has developed properties throughout Utah
and Salt Lake counties. He said that while discounting
in previous years was very minimal, current market
discounts ranging from 5 to 10 percent are justified.

Mr. Holmes said that although in the past he purchased
lots on a bulk sale basis at an annual discount of about
5 percent, the today’s market justifies a 10 percent
discount.

Developer Don Brady, with Terramerica indicated that
he anticipates a 9.0 to 10.0 percent discount rate on a
subdivision he plans to develop early summer 2013.
This is a discount rate excluding entrepreneurial profit
as a line item.

Developer Brad Reynolds, with  Reynolds
Construction, is currently involved in multifamily
development. His Pro-forma’s include an anticipated
discount rate from 10 to 12 percent, excluding profit.

10 %

5% to 10 %

10 %

9% to 10%

10% to 12%

It is also noted that in addition to the discount rate, a profit figure is included in the discounted
cash flow analysis. The reader is reminded that this profit factor pertains only to the marketing
phase of the proposed development. Based on conversations with local market participants (see
next page), profit expectation for this function ranges from 5 to 10 percent. Considering the
above information, the following range of rates is evident:
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Discount Rate Profit Total
8% 9% 17%
10% 7% 17%
12% 5% 17%
14% 3% 17%

Based on the above market input and analysis we have selected a 10 percent discount rate and a
7 percent profit. Given current economic factors, it seems reasonable that a total IRR of 17
percent would certainly be attractive to investors and very representative of today’s financial
realities.

However, as previously noted this approach also includes master planning the subject parcel.
This infers full entitlements, which includes planning, engineering and city approval costs. Due
to the significant costs and risks associated with this process, it carries a significant level of
profit. From our data base of literally hundreds of developments, coupled with input from
experienced developers such as Patrick Holmes, Gordon Jones and Dave McArthur, the
entitlement process typically carries profits of 30 to 60 percent, depending on conditions. With
a_mean of 45 percent, it is considered reasonable to add this to the above 7 percent profit
associated with development. Hence, a rounded profit of 50 percent is considered reasonable. It
is noted that the combined profit for the residential and mixed-use components comes to a
rounded $117,000,000 (see Discounted Cash Flow analysis).

Marketing Expenses The marketing of the improved lots is an expense that must
be accounted for. The typical cost to sell lots is 3 to 6
percent of the retail price. This is based on interviews with
several local developers and agents. Current activity in the
marketplace indicates that marketing expenses, including
advertising and sales commissions, would likely be in the
area of 5 percent. We therefore conclude 5 percent as a
marketing expense for the subject property.

Holding Expenses Taxes and closing costs represent additional expenses.
Based on recent conversations with Ms. Julie Sorenson of
Backman Title Services (801-224-9020), the Closing Costs
are estimated to be $50 per lot.

Taxes Annual taxes are normally calculated and deducted
from revenues. However, inasmuch as the state is exempt
from paying taxes, no tax expenses are indicated.

HOA Fees HOA fees will become payable as the Home Owners
Associated is organized. It is impossible to know what the
HOA fees will be until the community is designed and
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Price Increase

costs are identified. However, it is typical that monthly
HOA fees for master planned communities run $50 to $100
per unit. As such, it is considered reasonable to project
them at $75 per unit, for a yearly cost of $900.

Lot values have been increasing at aggressive rates in
recent months. Economists are projecting higher interest
rates as the federal government decreases their
“quantitative easing” policies in future months. While this
will have a negative effect on demand, current tight market
conditions are expected to continue into the foreseeable
future. As such, it is likely that upward pressures on values
will continue to be felt. Hence, lot prices are projected to
increase at an average annual rate of at least 3 percent.

PLANNING, ENGINEERING AND BACKBONE INFRASTRUCTURE COSTS

Costs

Master Planning

Engineering

Taking the subject property to “papered” status will require costs
in the following areas:

e Master Planning

e Engineering

¢ Installation of backbone infrastructure

These costs must be considered in arriving at a net value for the
“papered” value approach. To identify these costs we spoke with
Dan Cable of regional planning firm, EDA Land Planning, Bob
Thorpe of Seattle-based, RW Thorpe Planning and Matt Brown of
MW Brown Engineering, headquartered in Orem, Utah.

Mr. Thorpe indicated that up front master planning for a project
of this magnitude will typically range from $60,000 to $100,000
and that complete design can range upward to $300,000. Mr.
Cable indicated that they have master planned many similar
projects throughout the west and found that projects such as the
subject requires in the neighborhood of $60,000. Based on this
input, we have estimated master plan design costs of $75,000.

According to Mr. Brown, engineering residential uses will
typically range from $1,500 to $2,000 per lot for single family
lots and $700 to $1,000 per pad for high density pads. Again
using to the lower end of the range, due to the subject’s relatively
few planning problems, the 1,885 single family lots at $1,650
each would total approximately $3,110,250 and the 1,015
townhome and condominium pads at $750 each would total
$761,250. Based on the above estimates, total master planning
and engineering costs are projected as follows:



116

Master Planning $75,000
Engineering — Single Family Lots $3,110,250
Engineering — Townhouse & Condo Pads $761,250
TOTAL $3,946,500

Master planning and engineering cost are estimated at a rounded $4,000,000.
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Backbone Infrastructure

Total Costs

“Papered” status infers that access and utilities are provided to the
subject parcels being purchased. This is the expectation of the
market and the basis of valuation for the residential and mixed-
use parcels valued in this report.

With no planning or engineering conducted as of this valuation, it
is observably not possible to pinpoint the costs associated with
providing access and back-bone infrastructure. However,
conversations with Mr. Thorpe, Mr. Cable and Mr. Brown
indicate that it is likely that this will require in the neighborhood
of eight miles of primary artery, including utilities, curb, gutter
and sidewalk.

Mr. Thorpe indicated that such street will range in cost from $250
to $350 per lineal foot. The reader is reminded that Marshall
Valuation Services estimated the cost per lineal foot of lot
frontage to range from $250 to $350 and that we applied $300 to
account for the cost of neighborhood streets. Marshall estimates
the cost per lineal foot of street (vs. cost per lineal foot of lot
frontage) to range from $395 to $480 per linear foot. Considering
that this will be a primary traffic artery, portions of which may be
more than two lanes, it is considered reasonable to project the
average costs at $450 per lineal foot. Applying this to eight
miles, or 42,240,400 lineal feet, totals $19,008,000, rounded to
$19,000,000.

Under the assumption of approximately 580 acres, the residential
component represents approximately 85 percent of the entire
680.6 acres. Allocating 85 percent of the $19,000,000 equates to
$16,150,000.

With planning and engineering costs projected at about
$4,000,000 and backbone infrastructure at $16,150,000, total
planning, engineering and backbone infrastructure costs are
projected as follows:

Planning & Engineering $4,000,000
Backbone Infrastructure ~ $16,150,000
TOTAL $20,150,000

The total of $20,150,000 divided by the 2,900 papered lots and pads comes to $6,948 per unit.
This figure will be incorporated into the discounted cash flow analysis.
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ABSORPTION

Absorption Estimate

Master Planned Communities

In order to determine the discounted retail value or Investment
Value as if Master Planned to one buyer, an appropriate
absorption rate must be concluded. We have reviewed sale
histories of several subdivision developments in the market
area and have spoken to various real estate agents in order to
estimate the most probable absorption rate for the subject
property. This search included interviews with marketing
agents, developers, and banks involved with major
subdivisions that are considered to be similar to the subject in
market positioning. The following pages include summaries
of the most pertinent and comparable subdivisions in the
subject’s market area.

To accurately project absorption of the proposed master plan,
it’s important to analyze the absorption rates of other master
planned communities. To accomplish this, we will analyze
the absorption rates of other active master plan communities
in the subject’s primary market area and draw conclusions as
to the probable absorption for the proposed subject.
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Traverse Mountain

Similar to the subject property, Traverse Mountain enjoys close proximity to 1-15. Unlike the
subject property, however, this site has severe topographical issues which were intensified by the
Union Pacific railway easement. This elevated track line also presented significant access issues,
creating physical and psycho-graphic barriers between the residential and commercial elements
that significantly weakened the connectivity of the development.

Regardless of these challenges, at its peak in 2006 and 2007 Traverse Mountain was absorbing
between 400 and 500 units per year. With most of the prime parcels now built out, the project is
on the downward side of its performance curve.

The highest absorbing product is now Cresthaven Townhomes, which are well located near the
entrance of the community and close to the retail element. With prices ranging from $185,000 to
$200,000, they’re also in a good price range to appeal to townhome buyers. The remaining
phases are winding down, with builders selling homes of some remaining scattered lots that had
not sold in the initial stages of development. As such, Traverse Mountain’s current absorption
rate is far below the potential of the subject site.

TRAVERSE MOUNTAIN ANNUAL CLOSINGS

Subdivision Product Home Price Lot Size Annual
Type Range Range Closings
Traverse Mtn / Cresthaven Towns Townhouse $185 $200 100-1,125 22
Traverse Mtn / Eagle Summit Single Family $340 $570 8,500 7
Traverse Mtn / Heather Moor Single Family $200 $265 5,000 9
Traverse Mtn / Hunter Chase Single Family $200 $330 4,950-8,250 7
Traverse Mtn / Vista Ridge Single Family $300 $1300 9,975-17,250 6
Traverse Mtn / Winter Haven Single Family $255 $280 3,600-4,200 8

TOTAL 59



120

Rosecrest
Rosecrest does not offer direct access from 1-15 and in fact, until the recent extension of the
Mountain View corridor, suffered from relatively poor transportation linkages.

Because of a lack of product diversity, the community has resulted in intense competition
between builders who have tended to gravitate to the same target markets. As a result, the
project’s overall absorption has been lower than others, which has also led to lower prices for
Rosecrest lots than may have otherwise been possible.

Despite these issues, the mere fact that Rosecrest offers large inventories of lots in a market that
is rapidly becoming very supply-restricted is leading to significant activity. As noted below, the
top two projects in the community are absorbing well, at 93 and 61 closings per year.
Unfortunately, the remaining projects are experiencing low absorption in a market that should be
seeing much better performances.

Because of the above factors, Rosecrest is considered to be significantly inferior to the subject
site, performing at much lower levels than expected for the subject, assuming it is well planned
and managed.

ROSECREST ANNUAL CLOSINGS

Subdivision Product Home Price Lot Size Annual
Type Range Range Closings

Rosecrest / Rosecrest Single $195 $725 6,000-12,150 93
Family

Rosecrest / Village Town Homes Townhouse $180 $215 700-1,125 61

Rosecrest / Juniper Point Single $250 $500 6,375 10
Family

Rosecrest / Village Cluster Single $200 $235 1,125-2,500 8
Family

TOTAL 172
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Daybreak

Over the past five years, Daybreak has maintained a market share of about 15 percent,
accounting for almost one out of every six new homes sold in the Salt Lake Valley. More people
have moved to Daybreak than to any other new-home community in Utah. Even through the
recession, Daybreak’s absorption continued at relatively stable rates.

Daybreak’s success can be attributed to the fact that it is a well-managed, state-of-the-art master
plan incorporating what is known as neo-traditional, “new urbanism” design concepts into a fully
integrated and demographically diverse community. This type of community offers much more
than homes and includes businesses, parks, shops, restaurants, schools, etc. The community’s
large water features have also created a large draw to the community. However, its success is
related more to the development philosophy behind new urbanism. Today’s consumers see it as
a smarter, healthier way of thinking about community.

New Urbanism arose in the United States in the early 1980s, and has gradually transformed
many aspects of real estate development, urban planning, and municipal land-use strategies. It is
strongly influenced by urban design standards that were prominent until the rise of the
automobile in the mid-20th century; it encompasses principles such as traditional neighborhood
design (TND), “walkability” and transit-oriented development (TOD).!M It is also closely related
to regionalism, environmentalism and the broader concept of smart growth. The movement also
includes a more pedestrian-oriented variant known as New Pedestrianism.

The below absorption figures reflect a much broader and more successful market approach than
other communities, with strong absorption for multiple product types ranging in price from
$160,000 to $450,000.

DAYBREAK ANNUAL CLOSINGS

Subdivision Product Type Home Price Lot Size Annual
Range Range Closings

Daybreak / North Shore Village Single Family $195 $565 2,100-12,000 125
Daybreak / Village Townhomes  Townhouse $160 $225 1,100-2,975 08
Daybreak / Eastlake Village Single Family  $215 $450 2,800-11,000 24
Daybreak / Cottage Courts Duplex $215 $265 1,400-2,500 21
Village
Daybreak / South Station Single Family $195 $340 4,000 20
Daybreak / Garden Park Village Single Family $240 $460 2,500-5,400 16
Daybreak / Condominiums Condominium $130 $275 100 14
Daybreak / Garden Park TH Townhouse $175 $225 1,125 12
Daybreak / Creekside Village Single Family $220 $500 4,000-8,000 5

Total Annual Closings 335
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Absorption

With the subject properties positive topographical features and very
strong linkage relative to its competition, it is considered reasonable to
project that its market capture rate would be from 15 to 25 percent of
the PMA. With the PMA currently absorbing approximately 2,600
homes per year, absorption is projected begin at 400 to 500 homes per
year in the first years, rising as to as high as 750 homes per year at its
peak, then winding back down to 400 to 500 homes. This is slightly
higher than the current absorption rates at Daybreak, which is
considered appropriate, given the superior 1-15 location which
provides immediate access into both Salt Lake and Utah counties. The
overall absorption period for the projected 2,900 units is expected to
span about five years.



DISCOUNTED CASH FLOW ANALYSIS
(value to one buyer)
PRISON SITE- 2,900 UNIT RESIDENTIAL COMPONENT

Period Period Period Period Period Period
0 1 2 3 4 5
Presales

INCOME
Number of Units Sold: 0 400 600 750 750 400

$ $ $ $ $ $
Price Per Unit: 65,281 65,281 67,239 69,257 71,334 73,474
Total Sales: $ - $ 26,112,400 $ 40,343,658 $ 51,942,460 $ 53,500,733 $ 29,389,736 $ 201
EXPENSES

$ $ $ $ $
Marketing / Commisions: - 1,305,620 2,017,183 2,597,123 $ 2,675,037 1,469,487 $

$ $ $ $ $ $ $
Closing Costs: - 20,000 30,000 37,500 37,500 20,000 145,0(

$ $ $ $ $
Backbone Infrastructure Costs - 2,779,200 4,168,800 5,211,000 5,211,000 $ 2,779,200 $

$ $ $ $ $ $ $
Real Estate Taxes: - - - - - - -

$ $ $ $ $
Misc. Expenses: - 2,610,000 $ 2,250,000 1,710,000 1,035,000 360,000 $
Total Expenses $ - $ 6,714,820 $ 8,465,983 $ 9,555,623 $ 8,958,537 $ 4,628,687 $ 3
Expense Ratio 0% 26% 21% 18% 17% 16%
Net Income before Profit: $ - $ 19,397,580 $ 31,877,675 $ 42,386,837 $ 44,542,197 $ 24,761,049 $ 162

$ $ $ $
Profit & Return on Capital: - 13,056,200 20,171,829 25,971,230 $ 26,750,367 $ 14,694,868 $
NET INCOME (after profit) $ - $ 6,341,380 $ 11,705,846 $ 16,415,607 $ 17,791,830 $ 10,066,181 $ 6o
PRESENT VALUE of NET
INCOME $46,174,798 Rounded To: $46,200,000
Assumptions:
Number of Units in Project: 2900 Marketing/Commissions: 5.0%
Number of Presales: 0 Closing Costs per Unit: $50
Number of Units Sold/Period: *See Above Est. Annual Taxes per Unit: $0
Term of Period 1 Misc. Monthly Expenses per Unit: $75
(1 = annual, 2 = Semi-annual, 4 =
Qtr.) Profit/Return on Capital: 50.0%
Initial Selling Price: $65,281 Backbone Infrastructure Costs $6,948
Est. Annual Price Increase: 3.0%
DISCOUNT RATE: 10.00%
Summary Total Per Unit
Gross Retail Value $2,540,000 $876
Discounted Value $46,200,000 $15,931
Discount in Dollars -$43,660,000 -$15,055
Discount as % of Gross -1719%
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Conclusion

Based on this analysis, the Investment Value as if Master Planned of the residential element of

the proposed master plan, in fee simple title, as of August 20, 2013, which is the date of
inspection, is:

$46,200,000 (Rounded)
"FORTY-SIX MILLION TWO HUNDRED THOUSAND DOLLARS”
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RETAIL AND OFFICE “MIXED-USE” PARCELS

Proposed Uses

Pod Sizes

With no planning or engineering in place as of the date of valuation,
it is impossible to segregate uses into separate categories and
identify individual parcels. As identified in the highest and best use
analysis, residential, retail and office are uses that are not only
compatible, but often complimentary. In fact, it is not uncommon
in master planned communities that some areas actually include all
three elements, mixing retail uses on the ground floor with office
and/or high-density residential uses on the upper floors.

Given the conditions explained above, the values of these uses tend
to merge to some degree, suggesting that the best way to establish
value estimates is through blended values. Hence, the values
identified in this section will consist of a combination of retail,
office and high density residential values. This is considered
appropriate since these are all high-intensity uses yielding similar
values.

The “back-bone infrastructure” approach tends to yield maximum
values, providing buyers with access and the flexibility to
incorporate specialized uses. Given this scenario, property lending
itself to these high intensity uses tends to sell in components or
“pods™ of 20 to 30 acres in size. Hence, we will establish a value
for 25-acre pods. This size parcel is large enough for strip centers,
“big box” retail, grocery stores, high density housing or small
business campuses such as Adobe. After the pod values are
established we will research absorption projections and holding
costs, applying them to a discounted cash flow analysis to arrive at
an Investment as if Master Planned value.
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Comparable # 1

3750 North Frontage Road

Lehi, Utah
Utah County
Site Data Sales Data
Highest & Best Use:  Commercial Closing Date: June 18, 2010
Tax ID: (See below) Seller or Triumph Commercial
Grantor: Investment
Size (AC): 19.65 Buyer or Adobe Systems Inc.
Grantee:
Size (SF): 855,954 Property Rights: Fee simple
Shape: Irregular Conditions of Arm’s length
Sale:
Topography: Slight slope Confirmed Real Estate Purchase contract
With:
Access: Adequate by Shanna Thatcher
Zoning: PC, C
Utilities: All available Sales Price
Corner: No Contract Price:  $6,419,655
Improvements: Asphalt paved Financing Cash equivalent
road Terms:
Cash Equivalent $6,419,655
Price:
Price per Acre:  $326,700
Price per $7.50
Square Foot:
Comments

This property is located along the Frontage Road, near Cabela’s. The buyer, Adobe Systems Inc.,
purchased the site to construct a technology facility/campus. The facility is planned to be
230,000 square feet and construction is scheduled to start in 2011. Topography has a slight slope
from east to west. Parcel Numbers include 58-002-0137, 58-006-0183, 58-006-0041, 58-006-
0040 and 58-006-0019.
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Comparable Land Sale #2

eV EST LAKE
[ i

Value Indicators

=)

3100 South 3600 West
West Valley City, Utah
Salt Lake County

Price per SF:
Price per Acre:

$8.50
$370,260

Site Data Sales Data

Tax|ID: 15-29-179-003 and 004 (portion) Sale Date: December 30, 2010

Zoning: C-2, General Commercial Sales Price: $3,702,600

Size (SF): 435,600 Financing Terms: Cash Equivalent

Size (Acres):  10.00 Cash Equivalent Price: $3,702,600

Frontage: Adequate on 3600 W, 3100 S. Grantor or Seller: Northwest Land and Dev. LLC

Shape: Mainly Rectangular Grantee or Buyer: UCA Properties 1l

Topography:  Level Property Rights Conveyed: Fee Simple

Utilities: Allavailable Conditions of Sale: Arm’s length

Access: Average Verification: With Spencer Knight, agent (801-
580-4947)

Comner: Yes

Entitlements:  N/A

Improvements: Asphalt paved street, sidewalks

Comments

This is the sale of a 5.00 acre site that is located at the corner of the 3600 West and 3100 South, a few hundred feet
east of Bangerter Highway. The property was purchased for construction of a charter school. This 5.00 acres was
paid for in an all cash deal. An adjacent 5.00 acres with frontage along 3600 South and Banger Highway was

purchased for an additional $1,851,300, with the seller financing this portion.
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Comparable Land Sale #3

Value Indicators

13175 South 3600 West Price per SF: $6.60
Riverton, Utah Price per Acre: $287,660
Salt Lake County
Site Data Sales Data
TaxID: 27-32-328-003 and 004 Sale Date: March of 2010
Zoning: C-PO Sales Price: $2,134,440
Size (SF): 323,215 Financing Terms: Cash Equivalent
Size (Acres):  7.42 Cash Equivalent Price: $2,134,440
Frontage: On 3600 West and 3740 West Grantor or Seller: Office ComplexLLC
Shape: Irregular Grantee or Buyer: LDS Church
Topography:  Mostly level with detention basin  Property Rights Conveyed: Fee simple
Utilities: All Available Conditions of Sale: Arm’s length
Access: Adequate Bxposure Time: N/A
Corner: Yes, minor Verification: With Dustin Holt, agent (801-573-
Entitlements:  N/A 9054), by Randy Whiting
Improvements: Asphalt paved street, curb,
gutter, and sidewalk
Comments

The two parcels above total 9.63 acres; however, parcel 004 is a regional detention basin that is not usable and was
given no value in this transaction. The 7.42 acre size above represents parcel 003 only.
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Compal‘ab/e Land Sale #4 Value Indicators

3800 North Frontage Road Price per SF: $8.75

Lehi, Utah Price per Acre: $381,150

Utah County

Site Data Sales Data

TaxID: 58-002-0044 Sale Date: September 29, 2010

Zoning: PC (mixed commercial & res.) Sales Price: $5,673,798

Size (SF): 648,434 Financing Terms: Cash Equivalent

Size (Acres):  14.89 Cash Equivalent Price: $5,673,798

Frontage: 1,523 ft on Frontage Road Grantor or Seller: Marian Fox

Shape: Irregular Grantee or Buyer: Adobe Systems

Topography:  Slight upward going east Property Rights Conveyed: Fee simple

Utilities: All available Conditions of Sale: Arm’s length

Access: Adequate Bxposure Time: 125 days

Corner: No Verification: With Robert Green, agent, by Eric
Entitlements:  N/A Leonhardt and Randy Whiting
Improvements: Asphalt paved road

Comments

Located within a quarter mile of Highway 92 and within 100 feet of Interstate 15. The listing price was $8,500,000
over a period of 125 days. Discount to the listing price is 33.2 percent. The northeast line borders railroad.
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Comparable Land Sale #5 Value Indicators
1350 West 10400 South Price per SF: $6.00
South Jordan, Utah Price per Acre: $261,506

Salt Lake County

Site Data Sales Data

TaxID: 27-15-229-052, 014 Sale Date: September 16, 2010
Zoning: Cc-C Sales Price: $1,250,000

Size (SF): 208,217 Financing Terms: Cash Equivalent

Size (Acres):  4.78 Cash Equivalent Price: $1,250,000

Frontage: On 10400 S. and 1300 W. Grantor or Seller: Barnes Banking Company
Shape: Rectangular Grantee or Buyer: Fred Lampropoulos
Topography:  Mostly level Property Rights Conveyed: Fee simple

Utilities: All available Conditions of Sale: Arm’s length

Access: Adequate Bxposure Time: N/A

Corner: Yes Verification: Fred Barth, agent, and county
Entitlements:  N/A records by Jeff Atwood

Improvements: Asphalt paved street, curb, and
gutter

Comments

The site is improved with a depreciated elementary school and single-family residence. Razing costs are included in
the sale price and no additional adjustment is warranted. The site is located on a major corner; however, nearby
supporting commercial is limited.
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Comparable Land Sale #6

123085,

X '

Value Indicators

450 East 12300 South

Draper, Utah

Salt Lake County

Price per SF:
Price per Acre:

$8.60
$374,508

Site Data Sales Data
TaxID: 28-30-401-010 Sale Date: January 5, 2010
Zoning: [RA-1, A-5, CR, M-1, CC] Mixed Use  Sales Price: $10,729,642
Size (SF): 1,247,994 Financing Terms: Cash Equivalent
Size (Acres):  28.65 Cash Equivalent Price: $10,729,642
Frontage: 935 ft on 12300 South Grantor or Seller: US Bank
Shape: Irregular Grantee or Buyer: SA Group Properties Inc
Topography:  Mostly level Property Rights Conveyed: Fee simple
Utilities: All available Conditions of Sale: Arm’s length
Access: Adequate BExposure Time: N/A
Corner: No Verification: With Costar and county records,
Entitlements:  N/A by Jeff Atwood
Improvements: Asphalt paved road, curb, gutter,
and sidewalk
Comments

This sale is located in a commercial area near Interstate 15. The property was foreclosed by US Bank and was sold
at an auction. The sale price appears to be in line with market value. The property is comprised of several different
county parcels. These parcels are located in different zones that range from agricultural to commercial; however, the
property is most likely to be developed as a mixed use or commercial development. There are some minor
improvements that need to be razed; however, the cost of razing these improvements is insignificant and requires no
adjustment. The land is vacant with no visible signs of development.
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As indicated earlier, the designated 100 acres of property set aside for commercial use have been
divided into four 25-acre pods. The comparable sales are adjusted to the 25-acre size. To
evaluate these sales, we have developed an adjustment grid which can be found on the following
page of this report. An explanation of the adjustments is included on the subsequent page to
each grid.

Summary of Land Sale Comparables

Comp Location Sales Date  Total Acres Price p/ SF Zoning

3750 N. Frontage Road

Lehi 6/10 19.65 $7.50 PC,C

3100 S. 3600 W.
2 West Valley City 12/10 10.00 $8.50 C-2

13175 S. 3600 W.

3 e 3/10 7.42 $6.60 C-PO

g, BB R R 9/10 14.89 $8.75 PC
Lehi

5 1350 W.10400S. 9/10 4.78 $6.00 c-C

South Jordan

5 PUE 2300 1/10 28.65 $8.60 MU
Draper
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Vacant Land Adjustment Grid

Comparable 1 2 3 4 5 6
Location 3750 N 3100 S. 13175 S. 3800 N. 1350 W. 450 E.
Frontage Rd 3600 W. 3600 W.  Frontage Rd 10400 S. 12300 S.
City Lehi WVC Riverton Lehi S. Jordan Draper
Acres 19.65 10.00 7.42 14.89 4.78 28.65
Sales Date 6/10 12/10 3/10 9/10 9/10 110
Price/ SF $7.50 $8.50 $6.60 $8.75 $6.00 $8.60
Conditions/ Terms 0% 0% 0% 0% 0% 0%
Adjusted Price/ SF $7.50 $8.50 $6.60 $8.75 $6.00 $8.60
Market(Time) Adust. 0% 0% 0% 0% 0% 0%
Market Price/ SF $7.50 $8.50 $6.60 $8.75 $6.00 $8.60
Location 0% 0% 0% 0% 20% -10%
Size 0% -10% -10% -10% -15% 0%
Access/ Utilities 0% 0% 0% 0% 0% 0%
Zoning/ Use 0% 0% 10% 0% 0% 0%
Topography 0% 0% 0% 0% 0% 0%
Frontage/Exposure 0% 0% 10% 0% 10% 0%
ADIUSTED FIICE 5758
NET ADJUSTMENT 0% -10% 10% -10% 15% -10%
AG]l;.(I)SSSTMENT 0% 10% 30% 10% 45% 10%

MEAN/ AVERAGE $7.49
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Explanation of Adjustments

Property Rights, Conditions,
Market Time

Location

Size

Access/utilities

Zoning/Use

Topography

Frontage/Exposure

Conclusion

No adjustments are indicated.

The proposed subject lots are considered to have excellent
linkages, with 1-15 located within a few hundred yards. Sale
5 is inferior in surrounding influences with limited
complementary commercial uses nearby. Sale 5 is adjusted
up 20 percent. Sale 6 is superior in location with a good mix
of commercial, retail and residential uses and is adjusted
down 10%.

As noted previously, the subject is divided into four 25-acre
pods. Sales 2, 3 and 4 are adjusted down 10 percent, as they
are smaller than the subject. Sale 5 is only 4.78 acres and is
adjusted down 15 percent.

It is assumed that the proposed subject pods will have
utilities stubbed to each one. All the sales are similar with no
adjustment necessary.

The subject pods are set aside for use of commercial and
retail. According to city planners, this is a likely use for the
subject pods. Sale 3 is inferior in zoning limited to only
office use and is adjusted up 10 percent.

No adjustments are necessary.

The subject pods are proposed to be along the east boundary
with exposure to 1-15. Sales 3 and 5 are inferior in this regard
and are adjusted up 10 percent.

The adjusted values of the sales range from $6.90 to $7.88
with a mean of $7.49 per square foot. Consideration is given
to each of the comparable lot sales. After careful
consideration of the above presented information, an
appropriate benchmark value for the subject proposed pods at
25 acres or 1,089,000 square feet each is established at $7.50
per square foot. Lot Value Conclusion: 1,089,000 SF x
$7.50 = $8,167,500

With the assumption of four pods, the gross sellout is projected at $32,670,000. As previously
noted, this does not represent market value, due to the fact that it involves multiple buyers.
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Discounting

Discount Data

In the appraisal of real estate, it is recognized that values are
typically higher when units are sold individually than when
they are sold in multiples. This is commonly referred to as
the "value to one buyer" or wholesale value. This is a result
of holding costs, retail profit potential, and risks during the
absorption period. Another way to look at it is to identify the
value of the fully developed property to another
entrepreneur. To identify appropriate discounting, we have
utilized two techniques, 1) market extracted data regarding
current discounting practices in Utah’s housing markets and,
2) yield capitalization techniques.

In an effort to identify an appropriate discounting level for
the subject, we spoke with several builders and developers
in the subject’s market regarding their current practices.

Nate Shipp

Development Associates (DAI)
eDeveloper in Salt Lake, Utah,
Davis, Wasatch and
Washington counties

Gordon Jones

Edge Homes

eBuilder and developer in
Utah and Salt Lake counties

Patrick Holmes
Holmes Homes
eBuilder and developer in Salt
Lake, Davis and Utah counties

Don Brady, Terramerica

Brad Reynolds, Reynolds
Construction

Mr. Shipp specializes in large scale development. He
indicated that DAI has typically sold units to builders
on a bulk sale basis at an annual discount rate ranging
from 0 to 10 percent. He reported that based on current
market softness, the discount would likely be at the
higher extreme of this range.

Mr. Jones has developed properties throughout Utah
and Salt Lake counties. He said that while discounting
in previous years was very minimal, current market
discounts ranging from 5 to 10 percent are justified.

Mr. Holmes said that although in the past he purchased
lots on a bulk sale basis at an annual discount of about
5 percent, the today’s market justifies a 10 percent
discount.

Developer Don Brady, with Terramerica indicated that
he anticipates a 9.0 to 10.0 percent discount rate on a
subdivision he plans to develop early summer 2013.
This is a discount rate excluding entrepreneurial profit
as a line item.

Developer Brad Reynolds, with  Reynolds
Construction, is currently involved in multifamily
development. His Pro-forma’s include an anticipated
discount rate from 10 to 12 percent, excluding profit.

10 %

5% to 10 %

10 %

9% to 10%

10% to 12%
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Discount Rate

Marketing Expenses

Closing Costs

Taxes

Entrepreneurial Profit

Price Increase

Based on the above information, a 10 percent discount
rate is considered reasonable.

The marketing of the improved lots is an expense that
must be accounted for. The typical cost to sell lots is 3 to
6 percent of the retail price. This is based on interviews
with several local developers and agents. Current
activity in the marketplace indicates that marketing
expenses, including advertising and sales commissions,
would likely be in the area of 5 percent. We therefore
conclude 5 percent as a marketing expense for the subject

property.

Conversations with local title companies indicate that
closing costs for these types of parcels will be in the
neighborhood of $2,500.

As previously noted, due to the fact that the state is tax
exempt, tax payments are not deducted from cash flows
in the discounted cash flow analysis.

Entrepreneurial profit is anticipated at 7 percent for the
commercial pod.

Commercial land values have been relatively stable
compared to residential values and are projected to
continue to be so. As such, we have not projected any
price increase for the subject pods.

PLANNING, ENGINEERING AND BACKBONE INFRASTRUCTURE COSTS

Costs

As noted in the residential section, taking the subject property to
“papered” status will require costs in the following areas:

Master Planning
Engineering
Installation of backbone infrastructure

These costs must be considered in arriving at a net value for the
“papered” value approach. To identify these costs we spoke with
Dan Cable of regional planning firm, EDA Land Planning, Bob
Thorpe of Seattle-based, RW Thorpe Planning and Matt Brown of
MW Brown Engineering, headquartered in Orem, Utah.
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Master Planning Mr. Thorpe indicated that up front master planning for a project
of this magnitude will typically range from $60,000 to $100,000
and that complete design can range upward to $300,000. Mr.
Cable indicated that they have master planned many similar
projects throughout the west and found that projects such as the
subject requires in the neighborhood of $60,000. Based on this
input, we have estimated master plan design costs of $75,000.
However, as previously noted, these costs were totally accounted
for in the residential section. Hence, no deduction is required for
the mixed use property.

Engineering Mr. Brown said that engineering commercial (mixed-use)
properties will typically range from $5,000 to $6,000 per acre.
He added that since the subject property has no significant
topographical or soil problems, the cost would be near the lower
side of this range. With approximately 100 acres projected for
commercial development, this would total about $500,000.

Description Cost
Master Planning N/A
Engineering — Mixed Use $500,000
TOTAL $500,000
Backbone Infrastructure Under the assumption of approximately 100 acres, the mixed use

component represents approximately 15 percent of the entire
680.6 acres. Allocating 85 percent comes to to $2,850,000.

Total Costs With planning and engineering costs projected at about $500,000
and backbone infrastructure at $2,850,000, total planning,
engineering and backbone infrastructure costs are as follows:

Planning & Engineering $500,000
Backbone Infrastructure  $2,850,000
TOTAL $3,350,000

The total of $3,350,000 divided by the four papered pods comes to $837,500 per unit. This
figure will be incorporated into the discounted cash flow analysis.

Absorption Estimate In order to determine the discounted retail value or Investment
Value as if Master Planned to one buyer, an appropriate
absorption rate must be concluded. We have researched the
commercial and retail demand for properties in the subject
market area of southern Salt Lake County and Northern Utah
County. There are notable developments of both office and
retail characteristics that have been developed in recent years,
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including the Traverse Mountain, Thanksgiving Point and

Draper area commercial sectors. Based on the demand

established in the highest and best use, it is anticipated that the
equivalent of one pod comprising 25 acres should absorb each

year.
DISCOUNTED CASH FLOW ANALYSIS
(value to one buyer)
PRISON SITE: FOUR 25-ACRE MIXED USE PODS
Period Period Period Period Period
0 1 2 3 4
Presales

INCOME
Number of
Units Sold: 0 1 1 1 1

$ $ $ $ $ $
Price Per Unit: 8,167,500 8,167,500 8,167,500 8,167,500 8,167,500 -
Total Sales: $ - $ 8,167,500 $ 8,167,500 $ 8,167,500 $ 8,167,500 $
EXPENSES
Marketing / $ $ $ $ $ $
Commisions: - 408,375 408,375 408,375 408,375 -

$ $ $ $ $ $
Closing Costs: - 2,500 2,500 2,500 2,500 -
Backbone
Infrastructure $ $ $ $ $ $
Costs - 837,500 837,500 837,500 837,500 -
Real Estate $ $ $ $ $ $
Taxes: - - - - - -
Misc. $ $ $ $ $ $
Expenses: - - - - - -
Total
Expenses $ - $ 1,248,375 $ 1,248,375 $ 1,248,375 $ 1,248,375 $
Expense Ratio 0% 15% 15% 15% 15%
Net Income
before Profit: $ - $ 6,919,125 $ 6,919,125 $ 6,919,125 $ 6,919,125 $
Profit & Return ~ $ $ $ $
on Capital: - 4,083,750 $ 4,083,750 4,083,750 $ 4,083,750 -
NET INCOME
(after profit) $ - $ 2,835,375 $ 2,835,375 $ 2,835,375 $ 2,835375 $
PRESENT
VALUE of
NET INCOME $8,987,757 Rounded To: $9,000,000
Assumptions:
Number of
Units in
Project: 4 Marketing/Commissions:
Number of
Presales: 0 Closing Costs per Unit:
Number of
Units
Sold/Period: 1 Est. Annual Taxes per Unit:
Term of Period 1 Misc. Monthly Expenses per Unit:
(1 =annual, 2
= Semi-
annual, 4 =
Qtr.) Profit/Return on Capital:
Initial Selling
Price: $8,167,500 Backbone Infrastructure Costs
Est. Annual
Price Increase: 0.0%
DISCOUNT 10.00%
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RATE:

Summary

Total

Per Unit

Gross Retail
Value
Discounted
Value

$2,540,000

$9,000,000

$635,000

$2,250,000

Discount in
Dollars
Discount as %
of Gross

-$6,460,000

-254%

-$1,615,000
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Conclusion

Based on this analysis, the Investment Value as if Master Planned of the Commercial Pod
element of the proposed master plan, in fee simple title, as of August 20, 2013, which is the
date of inspection, is:

$9,000,000 (Rounded)
"NINE MILLION DOLLARS”
Marketing/Exposure Time: 12 months
COMBINED INVESTMENT VALUE AS IF MASTER PLANNED
Inasmuch as the residential and mixed-use components are not competing, but complementary in
nature, they can be added without the need for further discounting. The Investment Value as if
Master Planned of the residential and mixed-use elements of the hypothetical master plan

combine to yield the following total value before accounting for planning, engineering and
backbone infrastructure costs:

Residential Investment Value  $46,200,000
as if Master Planned

Mixed-use Investment Value $ 9,000,000
as if Master Planned

TOTAL $55,200,000
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Internal Investment Value

At your request, we have conducted additional
research into a possible “internal investment
value”. This scenario would involve the state
planning the project, installing backbone
infrastructure and marketing the parcels.
Inasmuch as no planning or engineering had
been completed as of the date of valuation, this
is a purely hypothetical approach. As such,
this is highly speculative and subject to
extraordinary assumptions regarding final
design, engineering, soil conditions, the costs
of backbone infrastructure and many more
issues that cannot be defined until significant

engineering and planning is completed.
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DISCOUNTED CASH FLOW ANALYSIS
(value to one buyer)
PRISON SITE- 2,900 UNIT RESIDENTIAL COMPONENT

Period Period Period Period Period
0 1 2 3 4
Presales
INCOME
Number of Units Sold: 0 400 600 750 750
$ $ $ $ $ $
Price Per Unit: 65,281 65,281 67,239 69,257 71,334 73,474
Total Sales: $ - $ 26,112,400 $ 40,343,658 $ 51,942,460 $ 53,500,733 $ 29;C
EXPENSES
$ $ $ $ $
Marketing / Commisions: - 1,305,620 2,017,183 2,597,123 $ 2,675,037 1,469,
$ $ $ $ $ $
Closing Costs: - 20,000 30,000 37,500 37,500 20,000
$ $ $ $ $ $
Backbone Infrastructure Costs - 1,340,000 2,010,000 2,512,500 2,512,500 1,340,C
$ $ $ $ $ $
Real Estate Taxes: - - - - - -
$ $ $ $ $
Misc. Expenses: - 2,610,000 $ 2,250,000 1,710,000 1,035,000 360,00
Total Expenses $ - $ 5,275,620 $ 6,307,183 $ 6,857,123 $ 6,260,037 $ 3
Expense Ratio 0% 20% 16% 13% 12%
Net Income before Profit: $ - $ 20,836,780 $ 34,036,475 $ 45,085,337 $ 47,240,697 $ 26,2
$ $ $ $ $ $
Profit & Return on Capital: - - - - - -
NET INCOME (after profit) $ - $ 20,836,780 $ 34,036,475 $ 45,085,337 $ 47,240,697 $ 26,2
PRESENT VALUE of NET
INCOME $129,479,451 Rounded To: $129,500,000
Assumptions:
Number of Units in Project: 2900 Marketing/Commissions:
Number of Presales: 0 Closing Costs per Unit:
Number of Units Sold/Period: *See Above Est. Annual Taxes per Unit:
Term of Period 1 Misc. Monthly Expenses per Unit:
(1 = annual, 2 = Semi-annual, 4 =
Qtr.) Profit/Return on Capital:
Initial Selling Price: $65,281 Backbone Infrastructure Costs
Est. Annual Price Increase: 3.0%
DISCOUNT RATE: 10.00%
Summary Total Per Unit
Gross Retail Value $2,540,000 $876
Discounted Value $129,500,000 $44,655
Discount in Dollars -$126,960,000 -$43,779
Discount as % of Gross -4998%

Conclusion

Based on this analysis, the Market Value of the residential element of the proposed master
plan, in fee simple title, as of August 20, 2013, which is the date of inspection, is:

$129,500,000 (Rounded)
"ONE HUNDRED TWENTY-NINE MILLION FIVE HUNDRED THOUSAND

DOLLARS”
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DISCOUNTED CASH FLOW ANALYSIS
(value to one buyer)
PRISON SITE: FOUR 25-ACRE MIXED USE PODS

Period Period Period Period Period
0 1 2 3 4
Presales
INCOME
Number of Units Sold: 0 1 1 1 1
$ $ $ $ $ $
Price Per Unit: 8,167,500 8,167,500 8,167,500 8,167,500 8,167,500 -
Total Sales: $ - $ 8,167,500 $ 8,167,500 $ 8,167,500 $ 8,167,500 $
EXPENSES
$ $ $ $ $ $
Marketing / Commisions: - 408,375 408,375 408,375 408,375 -
$ $ $ $ $ $
Closing Costs: - 2,500 2,500 2,500 2,500 -
$ $ $ $ $ $
Backbone Infrastructure Costs - 837,500 837,500 837,500 837,500 -
$ $ $ $ $ $
Real Estate Taxes: - - - - - -
$ $ $ $ $ $
Misc. Expenses: = . = . - -
Total Expenses $ - $ 1,248,375 $ 1,248,375 $ 1,248,375 $ 1,248,375 $
Expense Ratio 0% 15% 15% 15% 15%
Net Income before Profit: $ - $ 6,919,125 $ 6,919,125 $ 6,919,125 $ 6,919,125 $
$ $ $ $ $ $
Profit & Return on Capital: - - - - - -
NET INCOME (after profit) $ - $ 6,919,125 $ 6,919,125 $ 6,919,125 $ 6,919,125 $
PRESENT VALUE of NET
INCOME $21,932,695 Rounded To: $21,950,000
Assumptions:
Number of Units in Project: 4 Marketing/Commissions:
Number of Presales: 0 Closing Costs per Unit:
Number of Units Sold/Period: 1 Est. Annual Taxes per Unit:
Term of Period 1 Misc. Monthly Expenses per Unit:
(1 = annual, 2 = Semi-annual, 4 =
Qtr.) Profit/Return on Capital:
Initial Selling Price: $8,167,500 Backbone Infrastructure Costs
Est. Annual Price Increase: 0.0%
DISCOUNT RATE: 10.00%
Summary Total Per Unit
Gross Retail Value $2,540,000 $635,000
Discounted Value $21,950,000 $5,487,500
Discount in Dollars -$19,410,000 -$4,852,500
Discount as % of Gross -764%

Conclusion

Based on this analysis, the Market Value of the Commercial Pod element of the proposed
master plan, in fee simple title, as of August20, 2013, which is the date of inspection, is:

$21,950,000 (Rounded)
"TWENTY-ONE MILLION NINE HUNDRED FITY THOUSAND DOLLARS”
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COMBINED GROSS SELLOUT AND BULK SALE VALUES

The bulk sale values of the residential and mixed-use elements of the hypothetical master plan
combine to yield the following total value before accounting for planning, engineering and
backbone infrastructure costs:

Residential Bulk Sale VValue  $129,500,000
Mixed-use Bulk Sale Value $ 21,950,000
TOTAL $151,450,000
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PLANNING, ENGINEERING AND BACKBONE INFRASTRUCTURE COSTS

Costs

Master Planning

Engineering

Taking the subject property to “papered” status will require costs
in the following areas:

e Master Planning

e Engineering

e Installation of backbone infrastructure

These costs must be considered in arriving at a net value for the
“papered” value approach. To identify these costs we spoke with
Dan Cable of regional planning firm EDA Land Planning, Bob
Thorpe of Seattle-based RW Thorpe Planning and Matt Brown of
MW Brown Engineering, headquartered in Orem Utah.

Mr. Thorpe indicated that up front master planning for a project
of this magnitude will typically range from $60,000 to $100,000
and that complete design can range upward to $300,000. Mr.
Cable indicated that they have master planned many similar
projects throughout the west and found that projects such as the
subject requires in the neighborhood of $60,000. Based on this
input, we have estimated master plan design costs of $75,000.

Mr. Brown said that engineering commercial (mixed-use)
properties will typically range from $5,000 to $6,000 per acre.
He added that since the subject property has no significant
topographical or soil problems, the cost would be near the lower
side of this range. With approximately 100 acres projected for
commercial development, this would total about $500,000.

According to Mr. Brown, engineering residential uses will
typically range from $1,500 to $2,000 per lot for single family
lots and $700 to $1,000 per pad for high density pads. Again
using to the lower end of the range, due to the subject’s relatively
few planning problems, the 1,885 single family lots at $1,650
each would total approximately $3,110,250 and the 1,015
townhome and condominium pads at $750 each would total
$761,500.

Based on the above estimates, total master planning and
engineering costs are projected as follows:
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Description Cost
Master Planning $75,000
Engineering — Mixed-use $500,000
Engineering — Single Family Lots $3,110,250
Engineering — Townhouse & Condo Pads $761,500
TOTAL $4,446,750

Hence, total master planning and engineering cost are estimated at a rounded $4,500,000.

Backbone Infrastructure

Total Costs

“Papered” status infers that access and utilities are provided to the
subject parcels being purchased. This is the expectation of the
market and the basis of valuation for the residential and mixed-
use parcels valued in this report.

With no planning or engineering conducted as of this valuation, it
is observably not possible to pinpoint the costs associated with
providing access and back-bone infrastructure. However,
conversations with Mr. Thorpe, Mr. Cable and Mr. Brown
indicate that it is likely that this will require in the neighborhood
of seven miles of primary artery, including utilities, curb, gutter
and sidewalk.

Mr. Thorpe indicated that such street will range in cost from $250
to $350 per lineal foot. The reader is reminded that Marshall
Valuation Services estimated the cost per lineal foot of lot
frontage to range from $250 to $350 and that we applied $300 to
account for the cost of neighborhood streets. Marshall estimates
the cost per lineal foot of street (vs. cost per lineal foot of lot
frontage) to range from $395 to $480 per linear foot. Considering
that this will be a primary traffic artery, portions of which may be
more than two lanes, it is considered reasonable to project the
average costs at $435 per lineal foot. Applying this to seven
miles, or 36,960 lineal feet, totals $16,077,600 rounded to
$16,000,000.

With planning and engineering costs projected at about
$4,500,000 and backbone infrastructure at $19,000,000, total
planning, engineering and backbone infrastructure costs are
projected as follows:

Planning & Engineering $4,500,000
Backbone Infrastructure ~ $16,000,000
TOTAL $20,500,000
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INTERNAL INVESTMENT VALUE CONCLUSION
With a combined bulk sale value of $151,450,000, and total planning, engineering and backbone
infrastructure costs of $20,500,000, the net value of the subject land is calculated as follows:

Combined Bulk Sale Value $151,450,000
Planning, Engineering and Backbone Infrastructure Costs -20,500,000
Net Value of Subject Land $130,950,000

Based on this information, we conclude that the hypothetical “internal investment value” as of
August 20, 2013, which was the date of inspection, is $130,000,000 (rounded).

“ONE HUNDRED THIRTY MILLION DOLLARS”
($130,000,000)
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RECONCILIATION AND FINAL VALUE ESTIMATE

Description

Reconciliation is the final step in the valuation process of the
appraisal report and value conclusions are analyzed to reach a final
value estimate. A detailed description of the subject property,
recommended master plan, improvements, and other factors
concerning the subject property were discussed. A detailed market
analysis was conducted to analyze the highest and best use. The
sales comparison and development approaches to value were
utilized to identify the value of the subject property “As Is” and
hypothetical Investment Value “As if master planned”.

The conclusions reached as of August 20, 2013, which was the date of inspection, are as follows:

“As Is” Value $51,300,000
Hypothetical Investment Value “As If *$55,200,000
Master Planned and Improved with
Backbone Infrastructure”
*Note: This approach includes a projected profit of approximately $117,000,000 (see Discounted

Cash Flow analysis)

Conclusions

Test of Reasonableness

These conclusions were reached by applying the techniques and
principles of appraisal theory. They were well supported by a
good description of the improvements along with the market or
environment.

Limited data was available for the sales comparison approach.
However, through applying accepted appraisal methodologies the
analysis and conclusions are considered to be reliable. In the
development approach, recent sales were found and analyzed.
Comments were made and adjustments used to make comparison
to the subject. A Discounted Cash Flow value was then calculated
to arrive at a Investment Value As If Master Planned.

The analysis clearly reveals that even after deducting the costs
associated with bringing the subject to a “papered” status,
including the costs planning, engineering, improvements, holding
costs and present value calculations of future cash flow, the
papered lot scenario yields far superior values.

The DCFs on the following pages demonstrate a combined value
similar to the “As Is” value concluded of $51,300,000, with a 52
percent profit (versus the 50 percent profit concluded in the
previous DCFs). The combined value of $51,500,000 is similar to
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the concluded “As Is” value of 51,300,000.

In conversations with experienced developers such as Patrick
Holmes of Holmes Homes, Gordon Jones of Edge Homes and
David McArthur of McArthur Homes, they indicated that fully
entitled properties typically increase in value by 40 to as much as
80 percent, depending on location and circumstances. Hence, this
analysis indicates that the concluded values are reasonable and
prudent.
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CERTIFICATION

We certify that, to the best of our knowledge and belief:

The statements of fact contained in this report are true and correct.

We have performed no services, as an appraiser or in any other capacity, regarding the property that is the subject of
this report within the three-year period immediately preceding acceptance of this assignment.

The reported analyses, opinions, and conclusions are limited only by the reported assumptions and limiting conditions
and are our personal, impartial, and unbiased professional analyses, opinions, and conclusions.

We have no present or prospective interest in the property that is the subject of this report and no personal interest with
respect to the parties involved.

We have no bias with respect to the property that is the subject of this report or to the parties involved with this
assignment.

Our engagement in this assignment was not contingent upon developing or reporting predetermined results.

Our compensation for completing this assignment is not contingent upon the development or reporting of a
predetermined value or direction in value that favors the cause of the client, the amount of the value opinion, the
attainment of a stipulated result, or the occurrence of a subsequent event directly related to the intended use of this
appraisal.

The reported analyses, opinions, and conclusions were developed, and this report has been prepared, in conformity with

the requirements of the Code of Professional Ethics & Standards of Professional Appraisal Practice of the Appraisal
Institute.

The reported analyses, opinions, and conclusions were developed, and this report has been prepared, in conformity with
the Uniform Standards of Professional Appraisal Practice.

The use of this report is subject to the requirements of the Appraisal Institute relating to review by its duly authorized
representatives.

Roland D. Robison and Gary R. Free have made personal inspections of the property that is the subject of this report.

No additional person provided significant real property appraisal assistance to the person signing this certification.

As of the date of this report, Gary R. Free has completed the continuing education program of the Appraisal Institute.

As of the date of this report, Roland D. Robison and Tyler A. Free have completed the standards and Ethics Education
Requirement of the Appraisal Institute for Associate Members.

October 07, 2013 October 07, 2013 October 07, 2013

Date Date

ﬁﬂ% b 2@%— /-

GARY R. FREE, MAI, SRA
Senior Managing Director

ROLAND D. ROBISON
Senior Appraiser

TYLER A. FREE
Senior Appraiser

Utah State - Certified General Appraiser
License # 5451769-CG00 (Exp. 6/30/15)

Utah State-Certified General Appraiser
License #5452047-CG00 (Exp. 3/31/14)

Utah State-Certified General Appraiser
License #6050225-CG00 (Exp. 12/31/14)
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GENERAL ASSUMPTIONS

This appraisal report has been made with the following general assumptions:

1.

2.

10.

The legal description used in this report is assumed to be correct.

No survey of the property has been made by the appraiser and no responsibility is assumed in
connection with such matters. Sketches in this report are included only to assist the reader in
visualizing the property.

No responsibility is assumed for matters of a legal nature affecting title to the property nor is
an opinion of title rendered. The title is assumed to be good and marketable, unless
otherwise stated.

Information furnished by others is assumed to be true, correct and reliable. A reasonable
effort has been made to verify such information; however, no responsibility for its accuracy
is assumed by the appraiser.

All mortgages, liens, encumbrances, leases and servitudes have been disregarded unless so
specified within the report. The property is appraised as though under responsible ownership
and competent management.

It is assumed that there are no hidden or unapparent conditions of the property, subsoil or
structures which would render it more or less valuable. No responsibility is assumed for such
conditions or for engineering which may be required to discover such factors.

Full compliance with all applicable federal, state and local environmental regulations and
laws is assumed unless noncompliance is stated, defined and considered in the appraisal
report.

It is assumed that all applicable zoning and use regulations and restrictions have been
complied with, unless some nonconformance has been stated, defined and considered in the
appraisal report.

It is assumed that all required licenses, certificates of occupancy, contents, or other
legislative or administrative authority from any local, state, or national government or private
entity or organization have been or can be obtained or renewed for any use on which the
value estimate contained in this report is based.

It is assumed that the utilization of the land and improvements is within the boundaries or
property lines of the property described and that there is no encroachment or trespass unless
noted in the report.
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GENERAL LIMITING CONDITIONS

The appraisal report has been made with the following general limiting conditions:

1.

The appraiser will not be required to give testimony or appear in court because of having
made this appraisal, with reference to the property in question, unless arrangements have
been previously made.

Possession of this report, or a copy thereof, does not carry with it the right of publication. It
may not be used for any purpose by any person other than the party to whom it is addressed
without the written consent of the appraiser, and in any event only with proper written
qualification and only in its entirety.

The distribution of the total valuation in this report between land and improvements applies
only under the reported highest and best use of the property. The allocations of value for
land and improvements must not be used in conjunction with any other appraisal and are
invalid if so used.

Disclosure of the contents of this appraisal report is governed by the By-Laws and
Regulations of the Appraisal Institute.

Neither all nor any part of the contents of this report (especially any conclusions as to value,
the identity of the appraiser or any reference to the Appraisal Institute or to the MAI
designation) shall be disseminated to the public through advertising media, public relations
media, sales media or any other public means of communication without the prior written
consent and approval of the appraiser.

Acceptance of and/or use of this appraisal report constitutes acceptance of the stated general
assumptions and limiting conditions.
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SPECIAL LIMITING CONDITIONS

1. The liability of Valbridge/Free and Associates, Inc. is limited to the client only.
Furthermore, there is no accountability, obligation, or liability to any third party. If this
report is placed in the hands of anyone other than client, the client shall make such party
aware of all limiting conditions and assumptions of the assignment and related discussions.
The appraiser is in no way to be responsible for any costs incurred to discover or correct any
deficiencies of any type present in the property; physically, financially, and/or legally. In the
case of limited partnerships or syndication offerings or stock offerings in real estate, client
agrees that in case of lawsuit (brought by lender, partner or part owner in any form of
ownership, tenant, or any other party), any and all awards, settlements of any type in such
suit, regardless of outcome, client will hold appraiser completely harmless in any such action.

2. In this appraisal assignment, the existence of potentially hazardous material on or near the
subject site and/or used in the construction or maintenance of any of the buildings, such as
the presence of urea-formaldehyde foam insulation, and/or the existence of toxic waste,
which may or may not be present on the property, was not observed by us, nor do we have
any knowledge of the existence of such materials on or in the property. The appraiser,
however, is not qualified to detect such substances. The existence of urea-formaldehyde
foam insulation or other potentially hazardous waste material may have an effect on the value
of the property. We urge the client to retain an expert in this field if desired.
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