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Dear Elijah,

In accordance with your request, I have personally inspected and appraised the real estate
at lots 1-12, block 156, Virginia City, Montana in Madison County, Montana.

Based on my analysis of the characteristics of the Subject Property and recent sale and
market value data in the area, the market value of the Subject Property as of the date of the
inspection April 30, 2014 and the date of the appraisal, June 3, 2014 is:

“AS IS” MARKET VALUE OF

LOTS 1-12, BLOCK 156 = $186,500.00
VIRGINIA CITY, MONTANA

MADISON COUNTY

This value is subject to the comments and conditions appearing herein.
ubmitted,

a///'

onal/d W, /Johnson
Montana Certified General Appraiser
#287

Respectfu

RESIDENTIAL. FARM. RANCH. COMMERCIAL. REVIEW APPRAISAL.



II.

II1.

TABLE OF CONTENTS

INTRODUCTION

A.

TEHOTmUOOWw

Authorization and Purpose of the Appraisal
Authorization

Brief Legal Description and Acreage
Subject Property Sale History
Market Area

Appraiser Competency
Summary, Salient Points, and Conclusions

SITE ANALYSIS

A
B
C
D
E.
F.
G
H
I

J.

K

Location
Community and Economic Features
Climate

Property Features and Soils
Zoning and Taxes
Utilities

VALUATION PROCESS

A.

Introduction

Approaches to Value
. Introduction

DN D W N =
H
=
o
Q
o
7]
—
>
5=
o
=
o
Iy
Q
=

—

[a—y

—

p—



C. Comparable Sales Approach to Value
1. Scope of Work

D. Reconciliation_

E. Summary and Value Conclusion

F. Exposure and Marketing Time

5 Appraisal Standards

HL Standard Assumptions and Limiting Conditions

b Certificate of Appraisal

ADDENDA

Letter of Engagement
Appraiser Qualifications
Appraiser License

Legal Description

Title Insurance Policy

Subject Property Map
Subject Location Photographs
Comparable Sales Map

Mineral and Archeological Report
Taxes
Water Rights



APPRAISAL REPORT
Of
Lots 1-12, Block 156
Montana Heritage Commission
Virginia City, Madison County, MT 59755

INTRODUCTION

A. Authorization and Purpose of Appraisal

Elijah Allen, Director of Operations for the Montana Heritage Commission, PO Box 338,
Virginia City, MT 59755, authorized this appraiser to prepare a “AS IS” narrative appraisal
report for the Subject Property owned by Montana Heritage Commission, which consists of
12 lots.

The purpose of this appraisal is to estimate the “AS IS” market value of the 12 lots of the
Subject Property for loan valuation purposes as of the effective date of this appraisal, April
03, 2014.

The function and use of this appraisal is to estimate the “AS IS market value of the Subject
Property for the client to use in a loan transaction or servicing action, or similar lending-
related transactions. The term “AS IS market value” is used in this appraisal to determine
the immediate market value of the Subject in the as is condition as of the date of the final
inspection. The intended user of this report is Montana Heritage Commission, PO Box 338,
Virginia City, MT 59755.

The scope of this appraisal requires compliance with the Uniform Standards of Professional
Appraisal Practice (USPAP) promulgated by the Appraisal Standards Board. These
standards set forth the requirements, guidelines, and procedures for developing an appraisal
analysis or opinion. They further set the requirement for communicating the appraiser’s
opinions in a manner that is meaningful and that is not misleading. The appraisal problem
presented is to determine the “AS IS” market value of the Subject Property for a servicing
action or loan valuation purposes. In order to do that, this appraisal was developed by.

ik inspecting and photographing the Subject Property;

2, gathering and analyzing information on ownership, land classifications,
flood plain data (where available), and taxation for the Subject Property and
the comparable sales used herein;

A determining historical usage of the Subject Property;

4, researching sales history with respect to the Subject Property;

S researching land use trends, economic trends, and economic conditions in the
market area of the Subject Property;

0. analyzing potential functional, external, or physical depreciation with regard

to the improvements on the Subject Property;



i determining acreages in the various land classifications, with input from
aerial photographs, the County Assessor’s office, and the Farm Services
Agency, USDA, office;

8. determining the highest and best use “as if vacant” and “as improved”, as
well as the present, or interim, use of the Subject Property;

9. researching any known adverse conditions or environmental concerns on the
Subject Property or the comparable sales;

10.  researching and selecting appropriate comparable sales within the defined
market area of the Subject Property;

11.  determining the reliability of data on comparable sales by comparing

information obtained from realtors with information provided by the state
GIS system and the assessment records;

12, analyzing any known agreements of sales, options, or listing on the Subject
Property;

13. analyzing the marketability of the Subject Property based on a reasonable
exposure time in the open market;

14. confirming and analyzing relevant data;

15.  determining the relative appropriateness, quantity and quality of evidence,
accuracy, completeness of reasoning, and the overall reliability of the
various approaches to value;

16. selecting, applying, analyzing, and reconciling the appropriate approach(es)
to valuation with respect to the Subject Property; and

17. assigning a market value (as defined in this report) to the Subject Property as
of the date of inspection, subject to its highest and best use, and further
subject to any and all limiting conditions or extraordinary assumptions set
forth in this appraisal report, and that is appropriate to the intended use of
this appraisal report.

The data assembled, confirmed, and analyzed is the sole responsibility of the appraiser.
Other professionals, area landowners, realtors, appraisers, developers and those
knowledgeable about the area and the marketplace were consulted and interviewed as part of
the assemblage process, but in the final analysis, the appraiser, as an advocate of the
appraisal process, is solely responsible for this appraisal. The Subject Property is appraised
without bias as to the ownership or management of the property.

This appraisal is presented in a Summary Appraisal Report Format. All assumptions and
limiting conditions affecting either this appraisal or the conclusions herein drawn are set
forth in this report.

B. Ownership and Rights Appraised

Lots 1-12, Block 156, Virginia City, Montana. Montana Heritage Commission is the owner
of the Subject Property.

This appraisal is of the unencumbered fee simple ownership rights associated with the
Subject Property. The term “fee simple” means “an absolute fee, without limitation to a
particular class of heirs or restrictions, but subject to the limitations of eminent domain,



escheat, police power and taxation; an inheritable estate.” The Subject Property was
appraised in accordance with its highest and best use. Value to be assigned is market value.

C. Definition of Market Value

Market value as applied in this report is based on a 24 to 36 month marketing period and is
defined as follows:

Market Value (USPAP 2014-2015 Edition): “A type of value, stated as an opinion, that
presumes the transfer of a property (i.e., a right of ownership or a bundle of such rights), as
of a certain date, under specific conditions set forth in the definition of the term, identified
by the appraiser as applicable in an appraisal.”

"Market Value means 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:

(¥ Buyer and seller are typically motivated,;

2, Both parties are well informed or well advised, and acting in what they
consider their best interests;

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

4, Payment is made in terms of cash in United States dollars or in terms of
financial arrangements comparable thereto; and

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.” (The Dictionary of Real Estate Appraisal,
3" Edition, Appraisal Institute, 1993.)

D. Distribution of Value

Value as assigned in this report applies to the real estate as described and is based on
unencumbered value. This appraisal does consider the value of improvements, but not of
growing crops or personal property unless otherwise noted. As noted herein, a separate
contributory value analysis of any existing mineral rights, timber rights, or water rights is not
made. These property rights are considered part of the overall value assigned to the real estate.
Their values are reflected within the land values exhibited in the market. In other words, water
rights are considered part of the value identified for irrigated cropland, and mineral rights are
likewise a part of the assigned land values overall.



Basic land improvements — such as roadways, fences, ditches, irrigation structures, and field
preparation — are inherent in the land values assigned.
There are two structural improvements valued in this appraisal

E. Legal Description and Acreage

The Subject Property’s legal description is as follows: Lots 1-12, Block 156, Virginia City,
Montana: Lots 1, 2, 3, 4,5, 6, 7, 8,9, 10, 11, and 12 in Block 156 of the Original
Townsite of Virginia City, the plat of which is on file and of record in the office of Clerk
and Recorder, records of Madison County, Montana. The total Sq. Ft. in the twelve lots
is according to the Dept. of Revenue 30,012 Sq. Ft.

F. Subiect Property Sale History

The subject property has been under the same ownership for over 20 years.
G. Market Area

Market area is defined as “The geographic or locational delineation of the market for a specific
category of real estate, i.e., the area in which alternative, similar properties effectively compete
with the subject property in the minds of probable, potential purchasers and users.” (The
Dictionary of Real Estate Appraisal, 3" Edition, Appraisal Institute, 1993.)

The Subject Property’s market area includes city lots and residential lots in subdivisions
throughout the Madison County area. Properties considered as similar, competing properties
will be used in estimating the market value of the Subject Property.

H. Appraiser Competency

The Competency Rule of the Uniform Standards of Professional Appraisal Practice requires
that the appraiser be able to properly identify the appraisal problem and that he have the
knowledge and experience to complete the assignment competently.

This appraiser has knowledge of the western Montana market due to the fact that he is a real
estate broker, a certified general appraiser, and was a Senior Officer of Norwest Bank Corp.
and in addition he did numerous appraisals for Norwest Mutual Life, and the Federal Land
Bank, during which time he appraised many properties throughout western Montana. Upon
leaving the banking industry after 16 years in 1982 he was Senior Vice President of three
Norwest Banks and as such he has had extensive experience financing farms, ranches,
custom feeding operations, subdivisions and development projects. This firm has completed
numerous commercial, residential, recreational, conservation easements and agricultural
appraisals throughout western Montana over the past 40 years. Among these are included
numerous recreational ranch appraisals and ranch/resort appraisals throughout not only
southwest Montana, but a five-state area.



Additionally, the appraiser has been a farmer/rancher, custom feedlot owner/operator and
ranch manager in Beaverhead and Madison counties for over 40 years. He also owns
commercial and agricultural properties in Dillon, some of which are leased on a triple net
basis. This firm has also put together some of the largest real estate sales made in the state
of Montana.

In addition to real estate and appraisal experience, this appraiser has also developed
extensive commercial, residential, and agricultural properties. Over the last 15 years, these
developments have had a significant financial impact on southwestern Montana and
continue to successfully generate substantial income. The development of these properties
has significantly increased both this appraiser’s knowledge and expertise in managing
projects, not only for himself but also for clients throughout the United States.

For these reasons, this appraiser has the knowledge, experience, and expertise necessary to
complete this assignment in a competent and professional manner.

L Summary, Salient Points, and Conclusions
Record Owner : Montana Heritage Commission
Location : Lots 1-12, Block 156 (30,012.Sq. Ft.)
Virginia City, Madison County, Montana
Property Rights Appraised : Fee Simple
Highest and Best Use : Commercial
Present Use : Commercial
“AS IS’j Market Value : $ 186,500.00
Date of Inspection : April 03, 2014

Date of Report - June 3, 2014



1.

SITE ANALYSIS

A. Location

The Subject Property is bordered by Broadway, Wallace, and Van Buren Streets in Virginia

City, Madison County, Montana. The subject property is 12 lots.

B. Community and Economic Features

The Subject Property is in Virginia City, Montana in Madison County. Virginia City is a
small, rural community established in 1896.

The current population of Madison County is estimated to be approximately 7,509.

Most shopping and services are available locally. Some medical services are available at
a very small community hospital in the Ennis. Per capita income is $19,615, which ranks
31% among Montana’s 56 counties. Major business activities in Madison County are
ranching, farming, construction, limited mining and tourism/recreation. Schools, medical
services, county government, Forest Service, several resorts and several large
construction companies are the County’s major employers. Home construction,
associated with extensive subdivision of the past 20 years, is one of the fastest growing
industries in Madison County. Non-traditional ranch property owners are becoming more
common. Family ranches, livestock numbers and successful year round main street
businesses are being threatened by high land values and low agricultural economics.

The County Seat is Virginia City. Virginia City was the Montana Territorial Capital
from 1865 to 1875. The courthouse, constructed in 1875 is still used for County offices.

National Historic Landmark Virginia City, one of the State’s early successful mining
towns, is now a visitor stop for thousands of travelers each year. Virginia City was home
to over 10,000 residents in the mining boom of the 1860°s and 70’s. Virginia City and its
neighboring town Nevada City are recognized as one of the busiest tourist attractions in
Montana and are major seasonal employers. The State of Montana now owns and
manages much of the historical district of Virginia City. Virginia City is a major
seasonal employer in Madison County.

Four towns in Madison County are incorporated: Ennis, Sheridan, Twin Bridges and
Virginia City. All have functioning local governments.

Other distance communities in Madison County: Alder, Big Sky, Harrison, Silver Star,
Pony, Virginia City, Laurin, Norris and Cameron. They rely on County support for
numerous services. 1 out of 3 Madison County residents live within the towns.



Madison, Beaverhead, Big Hole, Jefferson and Ruby Rivers are all major rivers in
Madison County. Beginning in Madison County the Ruby River is a headwater of the
Missouri River. All rivers and numerous other waters in Madison County are popular
fishing and recreation destinations.

Much of Big Sky, one of the west’s premier resort destinations, lies in Madison County.
Seasonally, Big Sky employs over 800 service oriented employees.

Madison County is experiencing many other changes. Four high schools in Madison
County are experiencing reduced enrollments. Four grade schools (K-8) and two rural
schools (K-6) note the same concerns. Community populations are staying fairly
consistent. Observation leads one to think that most communities in Madison County are
becoming retirement based populations. Several towns are noting numerous main street
and other business closures.

Madison County has an estimated 1200 miles of County roads. 109,000 acres in Madison
County are classified prime farmland. October 1998 study (contained in the Madison
County Comprehensive Plan, 1999 Update, which is currently under revision):

- 73,000 acres were subdivided.

- Of 2859 lots, approximately 19% were built on (545 lots).

- Conservation Easements were in effect on 150,000 acres of private land.
- Noxious weeds or weed seed infest over 200,000 acres.

- Approximately 36,000 acres are considered flood prone.

C. Climate

The Subject Property is located in Virginia City, Madison County, Montana. The
Virginia City area receives about 10-14 inches of annual precipitation, with two-thirds of
that amount falling during the May through September growing season. The Virginia
City area receives 30 inches of annual snowfall with the majority of that falling between
the months of November and March. Surrounding the Madison Valley are high mountain
ranges that receive fairly heavy accumulations of snow. Weather is funneled north and
south through the Madison Valley by the Deer Lodge and Beaverhead National Forests
on the west and the Gallatin and Beaverhead National Forests on the east. Three
mountain ranges are included in the National Forests bordering the Madison Valley.
They include the Tobacco Root Mountains and Gravelly Range on the west and the
Madison Range on the east.



D. Property Features and Soils

The subject property is level to undulating with the lower area closest to the creek bottom
showing signs of a high water table. The terrain varies as the elevation increases to the south
and the water table is much lower. The subject is surrounded by an extensive city street
system that accesses a major part of the over all area. There is typical mountain forage with
good grass cover and willows. The soils are light sandy clay that is underlain with gravel and
rock. Even though the soils are light the grass and willow cover have kept the erosion to a
minimum.

E. Zoning and Taxes

The Subject Property is zoned Historic Commercial and there are no annual property taxes as
the property is tax exempt.

F. Utilities
All city utilities are available to the Subject Property.

G. Access and Fasements

Access to the Subject Property 12 lots is excellent. And no unusual easements were apparent or
discovered. This appraiser inspected the access to the 12 lots and confirmed that there is
excellent access.

H. Minerals, and Water

The degree of mineral rights associated with the appraised property is unknown. Mineral rights
on this type of property typically exhibit very minimal value. The degree of mineral rights on
properties, such as Subject Property, does not represent a measurable element of value in this
market area since the potential for use or damage is considered slight. Fractionalized or severed
mineral rights are common in the market area, and the overall mineral potential of the Subject
Property is regarded as low. Therefore, we have not included any mineral potential in the value
of the land even though there is evidence of mining in the area. We have rendered no opinion
as to the value of mineral rights or their ownership. No water rights were found recorded with
the DNRC.



L. Environmental Assessment

This appraiser has not performed an environmental assessment on the Subject Property.
However, the Subject Property was visually inspected at the time of this appraisal. The Subject
Property is in an area that is primarily Commercial and/or recreational. It is unknown whether
these activities have had any affect on the Subject Property.

No apparent environmental concerns were observed. It must be noted, however, that this
appraiser is not an expert in environmental issues.

J. Improvements
There are no structural improvements on the Subject Property.

K. Flood Plain Assessment

The parcels of the Subject Property located near the creek bottom could in times of high run
off experience local limited flooding. Flood Hazard area and flood area maps are not
available for the area of the Subject and inquiries with the local planner indicated that the
lots were not in a flood hazard zone.

I11. VALUATION PROCESS
A. Introduction

The valuation of real estate is based on a well-defined methodology that follows a basic
format depending upon the specific estate to be valued. The appraisal of real estate is
regulated and defined by the Uniform Standards of Professional Appraisal Practice (USPAP)
as adopted by the Appraisal Foundation.

The valuation of the Subject Property, now that it has been described in this report, will be
accomplished as follows:

1. Establish the property's highest and best use based on consideration of all
factors affecting use and value, which include not only the real estate's
physical properties, but the effect of locational and economic forces apparent
in its market area.

2. Determine the property’s highest and best use based on income production
potential.



3. Analyze and select the appropriate method of valuation based on the
accepted approaches to value, generally known as the Sales Comparison,
Income, and Cost Approaches to real estate valuation.

4, Apply the appropriate approach(s) to real estate valuation specifically to the
appraised real estate with adequate consideration and disclosure of pertinent
data.

5. Reconcile the final value estimates derived from the approach(s) selected to
determine overall accuracy and to estimate an appropriate market value for
the Subject Property, again defining the rights appraised.

6. Consider and disclose any assumptions affecting the appraised value, which
should include probable exposure and marketing times and any special
conditions of the value as assigned.

HIGHEST AND BEST USE

A property is valued according to its highest and best use. The Dictionary of Real
Estate Appraisal, 3 edition, defines highest and best use as “the reasonably
probable and legal use of property that is physically possible, appropriately
supported, and financially feasible, and that results in the highest value.” Highest
and best use is considered to be that use of land and its improvements that can
reasonably be expected to produce the greatest net return over a given period of time
or over the remaining life of the improvements. The definition provides that the
opinion of such use may be based on the highest and most profitable continued use
to which the property is both adapted and needed or likely to be in demand for in the
reasonably near future.

In assignment of highest and best use, a complete analysis of the area surrounding an
appraised property should be made to ascertain market trends and demands.
Consideration of established uses in the area and the features of the subject must also
be analyzed.

Criteria to be considered and met should lead to a conclusion that reasonably exists,
or will exist in the near future, and which is:

Legally Permissible
Physically Possible
Financially Feasible
Maximally Productive

10



LEGALLY PERMISSIBLE: In estimating the site’s highest and best use, legal
factors influencing the highest and best use of the Subject Property must be
considered. Legal factors are primarily government regulations such as zoning and
subdivision regulations. The subject property is zoned Historic Commercial and
therefore it is legally permissible to develop.

PHYSICALLY POSSIBLE: The question arises as to whether or not the property is
physically adapted to residential or commercial uses. Due to the location with-in the
incorporated city limits of Virginia City and the topography, commercial
development uses are physically possible.

FINANCIALLY FEASIBLE: After it has been established that a property is both
legally permissible and physically possible, financial feasibility is considered. The
appraiser must research and analyze the market area of the Subject Property to
establish supply and demand. Development costs and entrepreneurial profit are
estimated in order to determine if there is adequate net income and profit for the
use to be considered financially feasible. The subject Property is Financially
Feasible to develop.

MAXIMALLY PRODUCTIVE: The final criteria are that the use must generate the
highest net return or profit. A comparative analysis of all potential uses of the
Subject Property is utilized to determine which use is maximally profitable.
Location, zoning and surrounding amenities indicate commercial use is maximally
productive for the Subject Property.

1. As If Unimproved

The Subject Property highest and best use as unimproved is as commercial lots. The
zoning as (downtown historical commercial) limits the highest and best use to
commercial use only

2 As Improved
The highest and best use of the Subject Property as improved is as commercial lots

The zoning as (downtown historical commercial) limits the highest and best use to
commercial use only

11



B.

Approaches to Value

1. Introduction

In appraising a rural property, three approaches to value may be employed based on
the conditions of the property and market. These approaches are as follows:

Income Approach
Cost Approach
Comparable Sales Approach

2. The Income Approach

The Income Approach converts income typically anticipated from the property into
an indication of value. By analyzing income from the property, based on net cash
sales or rentals of land, for example, and the indicated overall rate of return for
comparable properties, an estimate of value is possible. This approach is subject to
variables depending upon the method of interpretation of data. .The Income
Approach is often the least-reliable indicator of value. There is no income being
derived from the 12 lots therefore, the Income Approach to value is not considered
appropriate for determining the value of the Subject Property.

3. The Cost Approach

The Cost Approach estimates the present replacement cost of the structural
improvements, and subtracts all forms of depreciation, and then adds the value of the
bare land as estimated from the market data. Bare land sales are the most persuasive
indicators of land value, and building residual values indicate the rates of
contribution and depreciation applicable to improvements in a given market.

Because there are no structural improvements on the subject property the Cost
Approach to value was deemed not appropriate in valuing the subject property.

12



4. The Comparable Sales Approach

The Comparable Sales Approach involves a comparison of similar or comparable
properties that have sold. In applying this approach, the appraiser employs the
principle of substitution: a prudent buyer is assumed to be willing to pay no more
for a property than it would cost him to buy another property with equally desirable
characteristics. Conversely, a well-informed seller will sell his property for no less
than what similar properties have sold for. Typical factors considered in this
approach are the time of the sale, terms, location, size, improvements, topography,
and relevant amenities.

For the purposes of this report, it is my opinion that the Comparable Sales
Approach is the only valid approach that can be used to derive a probable value
estimate for the Subject Property. It is this appraiser’s opinion that the
Comparable Sales Approach will lead to the most accurate conclusion of “AS IS”
value for the Subject Property.

5. Market Value Estimate

All three approaches to value were considered for use in estimating the “AS IS”
market value of the Subject Property. After analyzing each approach, it was
concluded that the Comparable Sales Approach is considered the only approach
appropriate for estimating the bare land commercial “AS IS” market value of the
Subject Property twelve lots.

Comparable Sales Approach to Value

Montana is a non-disclosure state. Thus, no financial data on sales is of public
record. Sales used in this report were obtained from the area realtors and the
MLS, and were confirmed to our satisfaction with buyers, sellers, and/or real
estate people with knowledge of the sale. Data obtained from these sources was
assumed to be correct.

13



To apply this approach, we reviewed the market area to confirm recent sales and
market activity that would be generally comparable to the Subject Property. As a
part of this research, we reviewed data on numerous sales in the market area and
inspected them from the nearest county road. We then selected the sales shown
below as the most persuasive indicators of value of the Subject Property. Details
are included in the summary section on each sale. The Comparable Sales used are
considered the best available.

The subject Property consists of 12 commercial lots containing a total of 30,012
Sq. Ft.

The selling price of each of the comparable sales utilized was adjusted in a
consistent manner so that the comparable sales would reflect the features
exhibited by the Subject Property.

The final step in this process is to determine the mean adjusted sales price,
determine whether the Subject Property is appropriately valued above or below
this mean, and select an appropriate market value for the Subject Property based
on this information.

In order to determine the “AS IS” market value per acre of the existing subject
property we have selected 3 comparable sales of properties located in the general
area of the subject. An extensive search of the market was made to find recent
sales similar in size to the Subject Property. The primary criteria used were (1)
recent commercial lot sales (2) zoned commercial properties comparable in size,
appeal and location within an existing development. Because of the current
market conditions and the national economy, it was determined that recent sales
were the most important factor as they are the most reliable indicator of current
market values even if they are inferior in acreage. Sales beyond 24 months were
used to further support the value.

Names of buyers and sellers are listed as confidential on some sales as Montana is a

non-disclosure state. Information gathered from sales is deemed reliable, but is not
guaranteed. Sales confirmed for use in this appraisal are reported as follows:

14



COMPARABLE SALE #1

LOCATION:

SELLER:

PURCHASER:
TOPOGRAPHY:
IMPROVEMENTS:
EXPENSES/DEMOLITION:
ZONING:

HIGHEST AND BEST USE:
PRESENT USE:

PARCEL SIZE:

LIST PRICE:

SALE PRICE:

DATE OF SALE:

DOM:

TERMS:

SELLING PRICE PER SQ. FT.

BARE LAND VALUE PER SF:

CONFIRMED:

SUMMARY:

Parcel A of Wing Minor Subdivision
Madison County

Lark Receiving, Inc.
Ruby Valley Hospital
Level

Modular Home $44,000
$6,500

Commercial
Commercial
Commercial

23,958 SF

$195,000

$194,000

05/2013

N/A

cash

$8.10/SF

$6.54/SF

Broker-MLS

This comparative sale is very comparable in size to the subject property and is a commercial
sale of property for a proposed new hospital. The sale is the most recent sale that is very similar
to the subject. The site had to be leveled and an older home had to be demolished and removed.
The remaining modular home is presently for sale. The value of the modular home is approx
$44,000.00. This sale is superior to the subject in location; therefore a minus 10% adjustment is

warranted.

15



COMPARABLE SALE #2

LOCATION: Parcel B of Wing Minor Subdivision
Madison County

SELLER: Ross W. Roylance

PURCHASER: Ruby Valley Hospital

TOPOGRAPHY: Level

IMPROVEMENTS: None

ZONING: Commercial

HIGHEST AND BEST USE: Commercial

PRESENT USE: Commercial

PARCEL SIZE: 180,774 SF

LIST PRICE: $110,000

SALE PRICE: $110,000

DATE OF SALE: 05/2013

DOM: N/A

TERMS: cash

PRICE PER SQ. FT. $.61/SF

CONFIRMED: Broker-MLS
SUMMARY:

This sale is also in the wing subdivision and was sold in 2013. This sale is 6 times larger
than the subject property and was purchased to expand the area for the new hospital. The
site is inferior the subject due to size and location. This comparative sale warrants a
substantial positive adjustment to compare it to the subject. The sale is 6 times the size of
the subject and a positive adjustment of 60% for size and 30% for location on the back of
the existing development. Even with this large adjustment the site is still inferior to the
subject property.

16



COMPARABLE SALE #3

LOCATION: E 21 Ft Lot 20, Lot 21, Block 156
Virginia City
Madison County

SELLER: Loren Tucker

PURCHASER: Madison County, a body politic

TOPOGRAPHY: Level

IMPROVEMENTS: None

ZONING: Commercial

HIGHEST AND BEST USE: Commercial

PRESENT USE: Commercial

PARCEL SIZE: Lot 20: 2,226 SF
Lot 21: 2,650 SF

LIST PRICE: $80,000.00

SALE PRICE: $80,000.00

DATE OF SALE: 0572007

DOM: N/A

TERMS: cash

PRICE PER SQ. FT. Lot 20: $16.41/SF
Lot 21: $16.41/SF

CONFIRMED: American land title

SUMMARY:

This sale is of two adjacent lots to the subject property. This sale was completed in 2007
at the height of the commercial real-estate market in Southwest Montana. These lots are superior
to the subject property in location. Commercial properties in Southwest Montana have steadily
declined since the highs of 2006 and 2007. The market has only now started to stabilize with
current commercial sales exhibiting values from 40% to 60% less than the market highs of 2006
and 2007. The present market for commercial properties is very slow with investors looking for
a capitalization rate of between 8% and 10%. Commercial properties with little of no net cash
return are very difficult to market in today’s economy. The age of these sales and the location of
the lots warrant a substantial minus adjustment to compare them to the subject. A minus 50%
time adjustment and a minus 10% location adjustment are warranted.
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Comp Sale Grid 1-3

Subject Comparable #1 Comparable #2 Comparable #3

Sale Price $194,000 $110,000 $80,000.00
Size 12 Lots 30,030 Sq. Ft. 23,958 Sq. FT. 180,774 Sq. FT. | Lot 20: 2,226 Sq. Ft.

Lot 21: 2,650 Sq. Ft.
Price/SF Bare
land sold $6.54/5q. Ft. $.61/Sq. Ft. $16.41. Sq. Ft
Date of Sale May-13, 2013 May-13,2013 May-07,2007
Market
Adjustment (minus 10%) (positive 90%) (minus 60%)
6.54Adjusted

Price bare land/
Sq. Ft.

per SF $5.86/5q. Ft. $1.16/Sq. Ft. $6.56/Sq. Ft.
E 21 Ft Lot 20 and Lot
Location Lots 1-12, Block 156 Parcel A of Wing Parcel B of Wing 2,
Virginia City, MT Minor Subdivision Minor Subdivision Block 156
Madison County, MT Madison County, MT Virginia City, MT

Access City City City City

Street Street Street Street
Topography Level to undulating Level Level Level to undulating
Utilities yes yes yes yes
Improvements None None None None

$0 $0 $0 $0

Highest & Commercial Commercial Commercial Commercial
Best Use
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FINAL RECONCILIATION of COMPARITIVE SALES

The adjusted mean value of the two most comparative sales (#1 and #3) is $§6.21/
Sq. Ft. Sale # 2 is of a much larger parcel and used as an additional parcel with
limited use. This appraiser looked at over 15 listings in the Virginia City town
site and surrounding area, 90% were residential listings and some were as old as 6
years and no offers had been received. The commercial listings that I did review
were not comparable to the subject as they were too small to develop individually
because of sewer and water regulations.

The subject property is unique in that it is a larger site in comparison to the other
commercial sites in the city and that adds value due to the ability to develop. The
subject property has excellent access and all utilities which is a major plus when
analyzing commercial property.

The reader of this report must understand that there have been no bare land sales
of commercial property in Virginia City of the size of the subject property in
recent years. The three sales that were used in this appraisal were adjusted in the
best possible manor to reach a result that reflects the present market. It is my
opinion that the mean adjusted value of sales numbers #1 and #3 at $6.21/ Sq. Ft.
reflect the present “AS IS/ Sq. Ft value of the subject property.

Exposure and Marketing Times

While exposure and marketing times have been extended in all areas of the real
estate markets due the effects of the national economy and the real estate
mortgage market, the nature of the real estate market for the Subject Property
would indicate an exposure time of the selling of all units to be approximately 4
years. Exposure time is the length of time that the Subject Property would be
exposed for sale in the market to sell at the market value concluded in this report
on the date of this valuation. The marketing time (i.e. the amount of time it would
probably take to sell the Subject Property if exposed in the market beginning on
the date of this valuation) is estimated to be 3 years.

SUMMARY VALUATION

30,012 Sq. Ft. X $6.21 =--------nmnmm-- $186,374.52

“AS IS” Market Value Rounded to $186,500.00
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F. Exposure and Marketing Time

Our interviews with local realtors and others involved with the real estate market
in the area of Subject Property would indicate that exposure time would have been
approximately 24 to 36 months. Exposure time is the length of time Subject
Property would have been exposed for sale in the market had it sold at the market
value concluded in this report on the date of this valuation. The estimated
marketing time (i.e., the amount of time it would probably take to sell Subject
Property if exposed in the market beginning on the date of this valuation) is
estimated to be 24 to 36 months.

G. This appraisal complies with and adheres to the following standards:

1. Conform to the Uniform Standards of Professional Appraisal Practice (USPAP)
adopted by the Appraisal Standards Board of the Appraisal Foundation, except that the
Departure Provision of the USPAP shall not apply to federally related transactions.

2. Disclose any steps taken that were necessary or appropriate to comply with the
Competency Provision of the USPAP.

3. Be based upon the definition of market value as set forth in the Glossary of the
USPAP.

4, Be written and presented in a narrative format or on forms that satisfy all the
requirements of USPAP:

a. Be sufficiently descriptive to enable the reader to ascertain the estimated market
value and the rationale for the estimate; and

b. Provide detail and depth of analysis that reflect the complexity of the real estate
appraised.
5. Analyze and report in reasonable detail any prior sales of the property being

appraised that occurred within the following time periods:
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a. For one to four family residential property, one year preceding the date when the
appraisal was prepared; and

b. For all other property, three years preceding the date when the appraisal was
prepared.
6. Analyze and report data on current revenues, expenses, and vacancies for the

property if it is and will continue to be income producing.

7. Analyze and report a reasonable exposure time and marketing period for the
Subject Property.
8. Analyze and report on current market conditions and trends that will affect

projected income or the absorption period, to the extent that they affect the value of the
Subject Property.

9. Analyze and report appropriate deductions and discounts for any proposed
construction, or any completed properties that are partially leased or leased at other than
market rents as of the date of the appraisal, or any tract developments with unsold units.

10. Include in the certification required by the USPAP an additional statement that the
appraisal assignment was not based on a requested minimum valuation, a specific
valuation, or the approval of a loan.

11.  Contain sufficient supporting documentation with all pertinent information
reported so that the appraiser’s logic, reasoning, judgment, and analysis in arriving at a
conclusion indicate to the reader the reasonableness of the market value reported.

12.  Include a legal description of the real estate being appraised, in addition to the
description required by the USPAP.

13.  Identify and separately value any personal property, fixtures, or intangible items
that are not real property but are included in the appraisal, and discuss the impact of their
inclusion or exclusion on estimate of market value.

14.  Follow a reasonable valuation method that addresses the direct sales comparison,

income, and cost approaches to market value, reconciles those approaches, and explains
the elimination of each approach not used.
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H. Standard Assumptions and Limiting Conditions

The following conditions apply:

1. The legal description as taken from public records in the Property Assessment
Office and Clerk and Recorder's Office are assumed to be accurate. Any sketches,
surveys, plats, photographs, drawings or other exhibits are included only to assist the
intended user to better understand and visualize the Subject Property, the environs, and
the competitive data. We have made no survey of the property and assume no
responsibility in connection with such matters.

2, The appraiser has not conducted any engineering or architectural surveys in
connection with this appraisal assignment. Information reported pertaining to
dimensions, sizes, and areas is either based on measurements taken by the appraiser or
the appraiser’s staff or was obtained or taken from referenced sources and is considered
reliable. No responsibility is assumed for the costs of preparation or for arranging
geotechnical engineering, architectural, or other types of studies, surveys, or inspections
that require the expertise of a qualified professional.

3. No responsibility is assumed for matters legal in nature. Title is assumed to be
good and marketable and in fee simple unless discussed otherwise in the report. The
property is considered to be free and clear of existing liens, easements, restrictions, and
encumbrances, except as noted.

4, Unless otherwise noted herein, it is assumed there are no encroachments or
violations of any zoning or other regulations affecting the Subject Property and the
utilization of the land and improvements is within the boundaries or property lines of the
property described.

5. Johnson Realty & Appraisal Services, Inc. assumes there are no private
restrictions affecting the property which would limit the use of the Subject Property in
any way.

6. It is assumed that the Subject Property is not adversely affected by the potential of
floods.

7. It is assumed all water and sewer facilities (existing and proposed) are or will be
in good working order and are or will be of sufficient size to adequately serve any
proposed buildings.
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8. Unless otherwise noted within the report, the depiction of the physical condition
of the improvements described herein is based on an on-site visual observation. No
liability is assumed for the soundness of structural members since no engineering tests
were conducted. No liability is assumed for the condition of mechanical equipment,
plumbing, or electrical components, as complete tests were not made. No responsibility
is assumed for hidden, unapparent or masked property conditions or characteristics that
were not clearly apparent during our on-site observation.

9. If building improvements are present on the site, no significant evidence of
termite damage or infestation was observed during our on-site visual observation, unless
so noted in the report. No termite inspection report was available, unless so noted in the
report. No responsibility is assumed for hidden damages or infestation.

10.  Any proposed or incomplete improvements included in this report are assumed to
be satisfactorily completed in a workmanlike manner or will be thus completed within a
reasonable length of time according to plans and specifications submitted.

11. No responsibility is assumed for hidden defects or for conformity to specific
governmental requirements, such as fire, building, safety, earthquake, or occupancy
codes, except where specific professional or governmental inspections have been
completed and reported in the appraisal report.

12. The property is assumed to be under financially sound, competent and aggressive
ownership.
13. The appraisers assume no responsibility for any changes in economic or physical

conditions which occur following the effective date of this report that would influence or
potentially affect the analyses, opinions, or conclusions in the report. Any subsequent
changes are beyond the scope of the report.

14.  The value estimates reported herein apply to the entire property. Any proration or
division of the total into fractional interests will invalidate the value estimates, unless
such proration or division of interests is set forth in the report.

15. Any division of the land and improvement values are estimated herein is
applicable only under the program of utilization shown. These separate valuations are
invalidated by any other application.

16.  Unless otherwise noted in the report, only the lease hold interest and
improvements are considered, so no consideration is given to the value of personal
property or equipment located on the premises or the costs of moving or relocating such
personal property or equipment.
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17. Unless otherwise stated, it is assumed that no oil, gas, and other mineral rights are
included. No opinion is expressed as to whether the property is subject to surface entry
for their exploration or removal. The contributing value, if any, of these rights has not
been separately identified.

18.  The value, interest, or extent of minerals is not a part of this appraisal. No
estimate of the value of underlying minerals, other than those represented by the price
analysis of comparable sales, has been made. Water rights may be itemized as part of the
physical description of the property, but their value is considered an inherent part of the
land value as determined within, and no separate contributory value is assigned.

19.  Any projections are not predictions of the future. Rather, they are our best
estimate of current market thinking of what future trends will be. No warranty or
representation is made that these projections will materialize. The real estate market is
constantly fluctuating and changing. It is not the task of an appraiser to estimate the
conditions of a future real estate market, but rather to reflect what the investment
community envisions for the future in terms of expectations of growth in rental rates,
expenses, and supply and demand.

20.  Unless subsoil opinions based upon engineering core borings were furnished, it is
assumed there are no subsoil defects present, which would impair development of the
land to its maximum permitted use or would render it more or less valuable. No
responsibility is assumed for such conditions or for engineering which may be required to
discover them.

21.  Johnson Realty & Appraisal Services, Inc. representatives are not experts in
determining the presence or absence of hazardous substances, defined as all hazardous or
toxic materials, wastes, pollutants or contaminants (including, but not limited to,
asbestos, PCB, UFFI, or other raw materials or chemicals) used in construction or
otherwise present on the property. We assume no responsibility for the studies or
analyses which would be required to determine the presence or absence of such
substances or for loss as a result of the presence of such substances. Appraisers are not
qualified to detect such substances. The client is urged to retain an expert in this field.

22.  We are not experts in determining the habitat for protected or endangered species,
including, but not limited to, animal or plant life (such as bald eagles, gophers, tortoises,
etc.) that may be present on the property. We assume no responsibility for the studies or
analyses which would be required to determine the presence or absence of such species or
for loss as a result of the presence of such species.
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23.  The appraiser has conducted no specific environmental audits of hazardous
substances or detrimental environmental conditions. Noise and environmental factors
have not been given segregated consideration except as noted; they have been treated
with the whole. The appraiser assumes there are no hidden or unapparent conditions of
the property, sub-surface, or structure that would render it more or less valuable. No
responsibility is assumed for such conditions or for any engineering which might be
required to discover such conditions. The appraiser reserves the right to alter, amend,
revise, or rescind any of the value opinions based upon any subsequent environmental
impact studies, research, and investigation.

24.  The appraisal is based on the premise that there is full compliance with all
applicable federal, state, and local environmental regulations and laws unless otherwise
stated in the report; further, that all applicable zoning, building, and use regulations and
restrictions of all types have been complied with unless otherwise stated in the report,
further, it is assumed that all required licenses, consents, permits, or other legislative or
administrative authority, local, state, federal and/or private entity or organization have
been or can be obtained or renewed for any use considered in the value estimate.

25.  Neither all nor any part of the contents of this report or copy there of, shall be
conveyed to the public through advertising, public relations, news, sales, or any other
media, without the prior written consent and approval of the appraisers. This limitation
pertains to any valuation conclusions, the identity of the analyst or the firm and any
reference to the professional organization of which the appraiser is affiliated or to the
designation thereof.

26.  Although the appraiser has made, insofar as is practical, every effort to verify as
factual and true all information and data set forth in this report, no responsibility is
assumed for the accuracy of any information furnished the appraiser either by the client
or others. If for any reason, future investigations should prove any data to be in
substantial variance with that presented in this report, the appraiser reserves the right to
alter or change any or all analyses, opinions, or conclusions and/or estimates of value.

27.  Because this report has been prepared in a “public non-disclosure” state, real
estate sales prices and other data, such as rents, prices, and financing, are not a matter of
public record. Although extensive effort has been expended to verify pertinent data with
buyers, sellers, brokers, lenders, lessors, lessees, and other sources considered reliable, it
has not always been possible to independently verify all significant facts. In these
instances, the appraiser may have relied on verification obtained and reported by
appraisers outside of our office. Also, as necessary, assumptions and adjustments have
been made based on comparisons and analyses using data in the report and on interviews
with market participants. It is suggested the client consider independent verification as a
prerequisite to any transaction involving sale, lease, or other significant commitment of
funds to the Subject Property.
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28.  This report is null and void if used in any connection with a real estate syndicate
or syndication, defined as a general or limited partnership, joint venture, unincorporated
association, or similar organization formed for or engaged in investment or gain from an
interest in real property, including but not limited to a sale, exchange, trade, development,
or lease of property on behalf of others or which is required to be registered with the U.S.
Securities and Exchange Commission or any Federal or State Agency which regulates
investments made as a public offering.

29.  The American Disabilities Act of 1990 (ADA) sets strict and specific standards
for handicapped access to and within most commercial and industrial buildings.
Determination of compliance with these standards is beyond appraisal expertise and,
therefore, has not been attempted by the appraisers. For purposes of this appraisal, we
are assuming the buildings are in compliance; however, we recommend an architectural
inspection of the building to determine compliance or requirements for compliance. We
assume no responsibility for the cost of such determination and our appraisal is subject to
revision if the building is not in compliance.

30.  The use of this appraisal is reserved to the named client and the liability of the
appraiser and employees is limited to the client and to the fee collected. Any party who
uses or relies upon any information in this report, without the preparer’s written consent,
does so at their own risk. Further, there is no accountability, obligation, or liability to any
third party. If this report is placed in the hands of anyone other than the client, the client
shall make such party aware of all limiting conditions and assumptions of the assignment
and related discussions. The appraiser assumes no responsibility for any costs incurred to
discover or correct any deficiencies of any type present in the property: physically,
financially, and/or legally.

31.  The client agrees to indemnify and hold harmless Johnson Realty & Appraisal
Services, Inc. and its affiliates, partners, agents, and employees from and against any
losses, claims, damages, or liabilities, which may be asserted by any person or entity who
may receive our report, except to the extent of any losses, claims, damages, or liabilities,
(or actions in respect thereof) arising by reason of the gross negligence or willful
misconduct of Johnson Realty & Appraisal Services, Inc. in preparing the report and will
reimburse Johnson Realty & Appraisal Services, Inc. for all expenses (including counsel
fees) as they are incurred by Johnson Realty & Appraisal Services, Inc. in connection
with investigating, preparing, or defending any such action or claim.

32.  In any circumstance in which the foregoing indemnification is held by a court to
be unavailable to Johnson Realty & Appraisal Services, Inc., Client and Johnson Realty
& Appraisal Services, Inc. shall contribute to any aggregate losses, claims, damages or
liabilities (including the related fees and expenses) to which Client and Johnson Realty &
Appraisal Services, Inc. may be subject in such proportion that Johnson Realty &
Appraisal Services, Inc. shall be responsible only for that portion represented by the
percentage that the fees paid to Johnson Realty & Appraisal Services, Inc. for the portion
of its services or work product giving rise to the liability bears to the value of the
transaction giving rise to such liability.
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33.  Johnson Realty & Appraisal Services, Inc. has completed an on-site visual
observation of the Subject Property which consisted of less than inspecting 100% of the
interior and exterior of the improvements. Johnson Realty & Appraisal Services, Inc.
reserves the right to amend the appraised value and appraisal conclusions if engineering
reports or other evidence is found, which would materially impact the reported
conclusions.

34.  The right is reserved by the appraiser to make adjustments to the analyses,
opinions, and conclusions set forth in this report as may be required by consideration of
additional or more reliable data that may become available. No change of this report
shall be made by anyone other than the appraiser or appraisers. The appraiser(s) shall
have no responsibility for any unauthorized change(s) to the report.

35. If the client instructions to the appraiser were to inspect only the exterior of the
improvements in the appraisal process, the physical attributes of the property were
observed from the street(s) as of the observation date of the appraisal. Physical
characteristics of the property were obtained from tax assessment records, available
plans, if any, descriptive information, and interviewing the client and other
knowledgeable persons. It is assumed the interior of the Subject Property is consistent
with the exterior conditions as observed and that other information relied upon is
accurate.

36.  The submission of this report constitutes completion of the services authorized. It
is submitted on the condition the client will provide reasonable notice and customary
compensation, including expert witness fees, relating to any subsequent required
attendance at conferences, depositions, and judicial or administrative proceedings. In the
event the appraiser is subpoenaed for either an appearance or a request to produce
documents, a best effort will be made to notify the client immediately.

The client has the sole responsibility for obtaining a protective order, providing legal
instruction not to appear with the appraisal report and related work files and will answer
all questions pertaining to the assignment, the preparation of the report, and the reasoning
used to formulate the estimate of value. Unless paid in whole or in part by the party
issuing the subpoena or by another party of interest in the matter, the client is responsible
for all unpaid fees resulting from the appearance or production of documents regardless
of who orders the work.

37.  Acceptance or use of this report constitutes agreement by the client and any other

users that any liability for errors, omissions or judgment of the appraiser is limited to the
amount of the fee charged for the appraisal.
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38.  Use of this appraisal report constitutes acknowledgement and acceptance of the
general assumptions and limiting conditions, special assumptions (if any), extraordinary
assumptions (if any), and hypothetical conditions (if any) on which this estimate of
market value is based.

39.  If provided, the estimated insurable value is included at the request of the client
and has not been performed by a qualified insurance agent or risk management
underwriter. This cost estimate should not be solely relied upon for insurable value
purposes. The appraisers are not familiar with the definition of insurable value from the
insurance provider, the local governmental underwriting regulations, or the types of
insurance coverage available. These factors can impact cost estimates and are beyond the
scope of the intended use of this appraisal. The appraisers are not cost experts in cost
estimating for insurance purposes.

40.  Possession or any copy thereof does not carry with it the right of publication, nor
may it be used for other than its intended use (function) the physical report remains the
property of the appraiser for the use of the client--the fee being for the analytical services
only.

41.  This appraisal is to be used only in its entirety and no part is to be used without
the entire report. The appraiser whose signature appears on the appraisal report, unless
indicated as “Review Appraiser,” prepared all conclusions and opinions concerning the
analysis set forth in the report. No change of any item in the report shall be made by
anyone other than the appraiser. The appraiser shall have no responsibility if any such
unauthorized change is made.

42.  The contract for appraisal, consultation or analytical services is fulfilled and the
total fee payable upon completion of this report. The appraiser or those involved in
preparing the report, will not be asked or required to give testimony in court or hearing
because of having made the appraisal, in full or in part. Neither will they engage in post-
appraisal consultation with client or third parties except under separate and special
arrangement and at additional fee. If testimony or deposition is required because of
subpoena, the client shall be responsible for any additional time, fees, and charges
regardless of issuing party.
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I. Certificate of Appraisal

I certify that, to the best of my knowledge and belief:

1. The statements of fact contained in this appraisal report are true and correct. The
opinions stated herein are based on an inspection of the Subject Property, comparable
sales, and assembly of all pertinent facts.

2, I have no present or contemplated interest in the Subject Property. Neither my
employment nor my compensation was contingent upon the appraised value of the
property. I have no personal interest in or bias regarding either the Subject Property or
the parties involved. Ihave not appraised this subject property before.

3 My compensation is not contingent upon the reporting of a pre-determined value
that favors the cause of the client, the amount of the value estimate, the attainment of a
stipulated result, or the occurrence of a subsequent event directly related to the intended
use of this appraisal.

4. This appraisal assignment was not based on a requested minimum valuation, a
specific valuation, or approval of a loan.

3. My analyses, opinions, and conclusions were developed according to, and this
appraisal report conforms to, the requirements of the Uniform Standards of Professional
Appraisal Practice (USPAP) adopted by the Appraisal Standards Board of the Appraisal
Foundation. This appraisal also conforms to the Code of Ethics of the Independent Fee
Appraisers (IFA) of which I am an accredited member. This report may be subject to
confidential peer review for Standards and Ethics compliance.

6. No one provided appraisal assistance to the person(s) signing is report.

s This report was prepared in compliance with the Financial Institution’s Reform,
Recovery and Enforcement Act of 1989 (FIRREA) appraisal policies and the appraiser is
in compliance with the Competency Provision.

8. All analyses, opinions, and conclusions appearing herein are the appraiser's
personal, impartial, and unbiased opinions and conclusions. They are limited only by the
reported assumptions and limiting conditions. No changes can be made to the text or
accompanying aids without my express written authorization. Responsibility for any
unauthorized changes is hereby disclaimed.

9. There are 31 numbered pages in this report, exclusive of maps, photographs, and
exhibits in the body of the appraisal and in the addenda.
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10.  This appraisal and the appraised value conclusion contained within this report are
based on a marketing period of six to twelve months except where otherwise specified.

11.  No responsibility is assumed for matters legal in character or nature, matters of
survey, or matters of any architectural, structural, mechanical, or engineering nature. No
opinion is rendered as to the title, which is presumed to be good and merchantable. The
property is appraised as if free and clear, unless otherwise stated in particular parts of the
report.

12.  The legal description used in this report was furnished by the client or his
designee, or was derived by the appraiser from public records. It is assumed to be
correct.

13.  Please note that no advice is given regarding mechanical equipment; structural
integrity or adequacy; soils and potential for settlement or drainage (seek assistance from
a qualified architect and/or engineer); or for matters concerning liens, title status, and
legal marketability (seek legal assistance). The lender and owner should inspect the
property before any disbursement of funds. Further, it is likely that the lender or owner
may wish to require mechanical or structural inspections by a qualified and licensed
contractor, civil or structural engineer, architect, or other expert.

14.  The appraiser has inspected as far as possible by observation the land and
improvements; however it was not possible to personally observe conditions beneath the
soil or hidden structural components. We have not critically inspected mechanical
components in the improvements. No representations are made herein as to these matters
unless specifically stated and considered in the report. The value estimate considers that
there are no such conditions that would cause a loss in value. The land or the soil of the
area being appraised appears firm; subsidence in the area is unknown. However, the
appraiser does not warrant against this condition or occurrence of problems arising from
soil conditions. :

15.  The appraisal is based on the assumption that there are no hidden, unapparent, or
apparent conditions of the property site, subsoils, or structures or toxic materials that
would render it more or less valuable. No responsibility is assumed for any such
conditions or for any expertise or engineering required to discover them. All mechanical
components are assumed to be in operable condition and status for properties of the
subject type. Conditions of heating, cooling, ventilating, electrical, and plumbing
equipment are considered to be commensurate with the condition of the balance of the
improvements unless otherwise stated. We make no judgment as to adequacy of
insulation, type of insulation, or energy efficiency of the improvements or equipment
which is assumed standard for subject age and type.
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16.  The appraiser assumes no responsibility for any costs or consequences arising due
to the need, or the lack of need, for flood hazard insurance. An agent for the Federal
Flood Insurance Program should be contacted to determine the actual need for Flood
Hazard Insurance.

17. I, Ronald W. Johnson, have made a personal inspection of the Subject Property.

18.  As of the date of this report, I, Ronald W. Johnson, have successfully completed
the continuing education requirements of the Montana Board of Real Estate Appraisers.

19. Ronald W. Johnson personally inspected the Subject Property. He also provided
consultation, direction, and guidance with regard to data collection, editing, reconciling
values, and finalizing this appraisal report. The data assembled, confirmed, and analyzed
is the sole responsibility of the appraiser. The undersigned licensed appraiser is solely
responsible for this appraisal.

[ have completed a detailed inspection of the lease hold interest and improvements and

date of this appraisal is $186,500.00
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APPRAISAL SERVICES, INC.

330 N Montana, P O Box 791, Dillon, MT 59725-079]
Office (406) 683-6113 Fax (406) 683-6747 Residence (406) 683-2882
E-mail ronwjohn@qwestoffice.net

LETTER OF ENGAGEMENT

This letter is to confirm your request for Appraisal Services to prepare an appraisal report
of the following property, confirming to the specifications below and in accordance with
the Uniform Standards of Appraisal Practices (USPAP). The fee for this appraisal is not
contingent upon the value that is determined.

Property Owner:
Montana Heritage Commission

Property Address:

Lots 1-12, Block 156

Virginia City, MT 59755

Person Ordering Appraisal: Elijah Allen

Scope of Appraisal or Testimony: AS IS Market Value

Components to be addressed: _X_Real Property __ Personal Property __ Testimony
Legal Description to be furnished by: Elijah Allen

Type of Valuation or Testimony Requested: Appraisal- AS IS Market Value

Date Expected: As Soon As Possible

Property information needed to complete this appraisal will be provided by:

William Thomas

The total fee for this appraisal will be $1 ,500.00. A retainer of N/A will be required prior
to starting the appraisal assignment and deemed to be earned upon receipt. The remaining
fee balance will be due upon completion of the appraisal assi gnment. For this amount, we
will provide you with 2 original signed copies of the finished report.



Our litigation fees are based as follows: $150.00 per hour plus expenses for litigation
preparation, and $75.00/hr for travel. If testimony is required, a minimum of $600 plus
expenses per legal appearance or $150 per hour plus expenses for appearances over 4
hours in length will be billed.

In the event that the fees are not paid within 30 days after the amount is due, interest will
accrue on the outstanding balance at the rate of 18% per annum.

Payment for services will be paid: — At Inspection __ Monthly X _Upon
Completion

In the event of a breach of this agreement by either party and the institution of collection
resulting there from, the successful party shall be entitled to attorney’s fees and costs
incurred in enforcing this agreement from the unsuccessful party.

The appraisal report will be addressed to:
Montana Heritage Commission
PO Box338
Virginia City, MT 59755

If you agree with the foregoing, please sign and return the enclosed copy of this letter. If
you have any questions, please contact me.

AL ~
A (L 3|
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QUALIFICATIONS OF APPRAISER
RONALD W. JOHNSON

Montana Licensed and Certified General Appraiser
#287

Ronald W. Johnson is the owner of Johnson Realty Company, Land & Cattle Management, and
Appraisal Services. Mr. Johnson has been actively engaged in agriculture and banking since
1964 and has been an appraiser since 1965. He has also been actively engaged in real estate fee
appraisal since 1982 and is a licensed and "certified general" fee appraiser in the State of
Montana. Mr. Johnson has had over 25,000 hours of field appraisal experience during his tenure
as a fee appraiser. Mr. Johnson also has extensive appraisal experience as an officer of Norwest
Bank Corporation, and is also a certified Farmer Mac appraiser.

Appraisal Experience:

The Competency Rule of the Uniform Standards of Professional Appraisal Practice requires that the
appraiser be able to properly identify the appraisal problem and that he have the knowledge and
experience to complete the assignment competently.

This appraiser has knowledge of the western Montana market due to the fact that he is a real estate
broker, a certified general appraiser, and was a senior officer of Norwest Bank corp. and in addition
he did numerous appraisals for Norwest Mutual Life, and the Federal Land Bank, during which time
he appraised many properties throughout western Montana. Upon leaving the banking industry
after 16 years in 1982 he was senior vice president of three Norwest Banks and as such he has had
extensive experience financing subdivisions and development projects. This firm has completed
numerous commercial, residential, and agricultural appraisals throughout western Montana over the
past 30 years. Among these are included numerous ranch appraisals and ranch/resort appraisals
throughout not only southwest Montana, but a five-state area.

Additionally, the appraiser has been a rancher in Beaverhead County for many years. He also owns
commercial and agricultural properties in Dillon, some of which are leased on a triple net basis.

In addition to real estate and appraisal experience, this appraiser has also developed extensive
commercial, residential, and agricultural properties. Over the last 15 years, these developments
have had a significant financial impact on southwestern Montana and continue to successfully
generate substantial income. The development of these properties has significantly increased both
this appraiser’s knowledge and expertise in managing projects, not only for himself but also for
clients throughout the United States. His firm has also put together some of the largest real estate
sales made in the state of Montana.

Mr. Johnson has been actively engaged in banking, ranching, cattle feeding, real estate
brokerage, real estate development and the appraisal field in Montana, Wyoming, Idaho, North
and South Dakota since 1965. He has completed numerous and varied assignments including the
following:



Single Family Dwellings Commercial Banking Facilities

Bankruptcy Multi-Family Dwellings
Right of Way/Damages & Rental Units

Livestock Ranches Land Exchanges

Irrigated & Dry land Farms Conservation Easements
Wildlife Habitat Rural and City Subdivisions
Recreational Land Loan Servicing

Land Divisions Improved Suburban Tracts
Valuation in Litigation Misc. Acreage Tracts

Court Appointed Referee Estate Valuations

Personal Property Valuation Federal Highway Right of
Expert Witness, Valuation & Way Appraisal & Mediation
Business Analysis in Litigation Negotiation

Appraisals from plans & specifications All types of Commercial Buildings

Manufacturing and Retail

He has also completed appraisals and valuations of specialized properties such as:

Alcohol Plants Grain Terminals
Feedlots Auction Yards

Guest Ranches Horse Facilities
Dairies Hog Plants

Timber Properties Machinery Dealerships
Asphalt Plants Seed Plants

Hotels Motels

Banks Service Stations
Extended Care Facilities Rest Homes

Gambling Casinos Veterinary Hospitals

Other assignments have included appraisals and valuations of access rights, machinery,
livestock, sprinkler systems, water rights, grazing rights, mineral rights, and hunting rights, as
well as preparation of income projections and fair market rental rates, water rights, and water

rights mediation.

Clients have included individual owners, attorneys, banks, accountants, and corporations.
References will be furnished on request.

Employment History

and Background

1964-1965
1965
1965-1966
1966-1982
1972-1982
1982-Present
1982-Present
1982-Present

Assistant Co-Supervisor, FmHA

FmHA Real Estate Appraiser

Real Estate Appraiser - Federal Land Bank
Vice President, Norwest Bank, Dillon, MT
Appraiser, Northwestern Mutual Life
President, Land & Cattle Management Co.
Broker, Owner, Johnson Realty Co.
Owner, Appraisal Services



Education

Montana State University, Bozeman

1960-1964 Major - Agr. Education
Minor - Business

Professional Training:

1964
1965
1965
1966
1972
1973
1976
1980
1980
1980
1984
1988
1991
1992
11/92
11/92
12/92
01/93
07/93
08/93
11/95
02/96
02/96
01/97
01/97
01/97
02/97
03/97

02/98
11/98
12/98
12/99
12/99
02/00

06/00
12/00
02/01
02/01
02/01
06/01

FmHA Rural Appraisal School

FmHA Residential & Commercial Appraisal

Federal Land Bank - Agricultural Land Appraisal School
Federal land Bank - Residential Appraisal School
Residential & Commercial Law

Commercial Law and Real Estate

Real Estate and Banking Law

Business Law and Real Estate Marketing

Montana Bankers Range School

Montana Real Estate Law & Probate

Real Estate and Commercial Appraisal

Real Estate Appraisal Law & Principles

Appraisal & Real Estate Financing

(State of Montana) Water Rights Mediation Training
Advanced Farm Ranch Rural Appraising

Principles of Residential Real Estate Appraising
Valuation of Timber Lands

Professional Standards of Appraisal Practice

Income Property Appraising

Market Data Analysis of Residential Real Estate
Uniform Standards of Professional Appraisal Practice
Condemnation Appraising

Litigation Valuation

Farm & Land Appraisal

Principles of Real Estate Appraisal

Practice of Real Estate Appraisal

Writing the Narrative Appraisal Report

International Right of Way Association

Appraisal of Partial Acquisitions

Review Appraisal

Valuing a Business # One

Valuing a Business # Two

Standards of Professional Practice, Part A (USPAP)
Standards of Professional Practice, Part B (USPAP)
International Right of Way Association

Practical Negotiations

Government Homeownership Program (Course #00-04)
Conservation Easements

Vacant Land Appraisal

The Appraiser as Expert Witness

Real Estate Fraud & The Appraiser's Role

Land Use Planning and Eminent Domain in Montana

120 Hrs.

60 Hrs.
80 Hrs.
15 Hrs.
20 Hrs.
60 Hrs.
30 Hrs.
30 Hrs.
35 Hrs.
25 Hrs.
20 Hrs.
15 Hrs.
20 Hrs.
30 Hrs.
30 Hrs.
30 Hrs.
15 Hrs.
15 Hrs.
30 Hrs.
30 Hrs.
15 Hrs.
15 Hrs.
15 Hrs.
15 Hrs.
15 Hrs.
15 Hrs.
15 Hrs.

40 Hrs.
8 Hrs.
12 Hrs.
15 Hrs.
15 Hrs.
8 Hrs.

16 Hrs.
4 Hrs.
4 Hrs.
8 Hrs.
8 Hrs.
8 Hrs.
6 Hrs.



01/03
03/03
03/03
03/03
01/04
01/04
02/04
01/05
04/05
09/06
01/07
02/07
02/07
02/07
01/09
01/09
02/09
02/09
02/09
02/09
02/10

02/10
03/11
03/11
04/11

10/11
10/11

02/12

02/12
02/13

02/13
03/13
03/13
02/14
02/14
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