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Ryan Bartelheimer, Project Manager
AMEC Environmental & Infrastructures
11810 North Creek Parkway North
Bothell, WA 98011

RE: Appraisal of the John J. Shultz Property
3134 Wishkah Road
Aberdeen, WA 98520

Dear Mr. Bartelheimer:

In fulfillment of our agreement | am pleased tansait herewith an appraisal report of the appraigal
the market value of the fee simple estate in tlev@leferenced property, as of February 22, 20thé —
last day | viewed the property. This appraisgirepared imAppraisal report format. As such, the
attached report sets forth my value conclusion@ieith supporting data and reasoning which form the
basis of our opinion. The value opinion reportedualified by certain definitions, limiting conigihs,

and certifications, which are set forth on pag#srdugh 7 of this report.

Per the Short Form Services Subcontract AgreemenCR13102249 dated February 6, 2014 and other
communication with your company (AMEC) | understadhid appraisal will be used to aid the prime
client — Grays Harbor County — in determining a keawralue of the property for negotiation of a
potential purchase.

As there is some timber on the property and beckbasenot qualified to value timber, | have pareter
with a forestry specialist — the S.A. Newman Firtto-analyze and appraise the value of the timbdhen
subject property. | will perform and present tladuation of the real property. The S.A. Newman Firm
will perform and present the valuation of the timba the property. The report from S.A. Newman is
incorporated into this report by reference. kisassumption of this report that the reader sfrigport
also has in their possession a copy of the S.A.mewtimber appraisal report dated March 11, 2014
with a date of value of February 17, 2014. Therefrom S.A. Newman has been delivered to thentli
electronically attached with this Appraisal Reporobne PDF document. The written copies of th@rep
also have been delivered together-with the S. AviNan report.

I have previously worked as a subcontractor for.8efvman Firm (specifically with Mr. Timothy
Newman) as a subcontractor on assignments in P&ufinty and Grays Harbor County. Mr. Newman
and/or others in his Firm have performed timberland/or timber appraisals in Grays Harbor County fo
many years.

| have determined that the stumpage value of thbdr is more than offset by the aesthetic
damage that would be done to the subject site guanml after the removal of the trees.

This letter is invalid as an opinion of value iftaehed from the report, which contains the texhjlass,
and addenda.

Page 1 of 20of the Cover Letter to the Appraisal of the
John J. Shultz Property, 3134 Wishkah Road, Aberdeen, WA 98520



The opinion of market value was developed usinglgfaition of Market Value as defined in the
attached report and is subject to the definitieestifications, and limiting conditions set fortithe
attached report.

The estimated market value of the subject propestgf February 22, 2014, including the timber, was
determined to have been;

$72,500
Seventy Two Thousand Five Hundred and 00/100 Dollar

It has been a pleasure to assist you in this as&gh If you have any questions, please contacitme
your convenience at 509-663-4340keith@twinharborsappraisal.com

Sincerely yours,

Keith D. Thurman, MAI
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Certification

| certify that, to the best of my knowledge andédfel
» the statements of fact contained in this reportrare and correct.

» the reported analyses, opinions, and conclusian8raited only by the reported
assumptions and limiting conditions, and are mg@eal unbiased professional analyses,
opinions, and conclusions.

* | have no present or prospective interest in tiopgnty that is the subject of this
appraisal report, and | have no personal interelsias with respect to the parties involved.

» | have no bias with respect to the property th#téssubject of this report or to the
parties involved with this assignment.

* my engagement in this assignment was not contingaor developing or reporting
predetermined results.

* my compensation is not contingent upon the repgpuina predetermined value or
direction in value that favors the cause of thertdlithe amount of the value estimate, the
attainment of a stipulated result, or the occureesfca subsequent event.

* my analyses, opinions, and conclusions were deedlognd this report has been
prepared, in conformity with thigniform Standards of Appraisal Practice.

* my analyses, opinions, and conclusions were deedlognd this report has been
prepared, in conformity with th@ode of Professional Ethics and the Sandards of Professional
Appraisal Practice of the Appraisal Institute, as well as th&niform Standards of Professional
Appraisal Practice.

* | have made a personal inspection of the proph#lis the subject of this report.

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

* no one provided significant real property profesaicappraisal assistance to the person
signing this certification.

* previous to this report, Keith D. Thurman has ngeformed an appraisal service on
the property that is the subject of this report.

e =

Keith D. Thurman, MAI March 3, 2014
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Summary of Major Conclusions

Property John J. Shultz Property
3134 Wishkah Road
Aberdeen, Washington 98520
Site Description N\

Valve Manifold

The subject property is graphically shown highleghin yellow in
the graphic above. This graphic was taken fron3teeys Harbor
County GIS system and is only intended to be usettidreader as
an aid in visualizing the subject. It is not aswate as a survey.

As shown, the subject site is an irregular shapeelage parcel with
an estimated area of 27.51-acres (as per the Giaymor County
Assessor’s records). The site has frontage onthethVishkah
Road and the Wishkah River. Using the Grays Ha@mmty GIS
data, | have estimated the frontage on the Wisladd to be
approximately 1,250-feet. The frontage on the \KashRiver —
using the same data source — is estimated to bexapyately 3,900-
feet.

With the exception of very limited areas immediai&dijacent to the
Wishkah Roadnd at the northern tip of the property, the ovéas
of the land is low with very little topographic iefl. According to
the owner of the property large areas of the fids in the winter
months, sometimes extensively.

The northern tip of the property is developed vaitsingle-family
homesite where an older manufactured home is Idcefeom other
observations on the site it appears that therelraag been a
previous homesite in the northern tip of the propeear the
existing manufactured home.

The site is currently served by Aberdeen City Wateblic power,
and commercial telephone and television cablingwes is not
available to the site and there is an on-site sevdigposal system
(septic tank). According to the owner the systgrarates correctly.
During my site-inspection | did not notice any sied leakage that
would indicate a failure. However, the determioatof the
functionality of a septic tank is beyond the scopan appraisal

Twin Harbors Appraisal Service, Inc. 20f 89
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assignment. If the client is concerned a spetisitisuld be
contacted.

This site is located on the Wishkah Road approxeigaine road-
mile north of the intersection of the Wishkah Reath Bench
Drive. This is approximately 1,250 feet north loé (City Limits of
Aberdeen.

The property is zoned A-1 Agriculture by Grays HarGounty.
This zone has a minimum lot size of 10-acres favipelivided
land. Smaller sites created prior to the zonirdimance are legal
non-conforming uses.

The site will be discussed in more detail latethis report.

Improvement =
Description
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The subject improvements include a 1964 Fleetwdbtbt X 56-
foot (actually only 11.5-feet wide) manufacturedri®containing 644
square-feet (based on actual measurements).

There is a 282 square-foot wood deck constructeti®north side
(front) of the manufactured home. Another decktaming 120-
square-feet is adjacent to this front deck andssreound for a non-
functional hot tub. The rear porch is a 24-squdact-wood deck.
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Pictured above is an older wood-framed 834 squawesdtorage
building located near the manufactured home. Tiseaeclosed porch
in this building improved as a laundry room. Tladalnce of the
building is used as marginal storage area. Acogrth the owner the
pier and post foundations of this building werengfigantly affected

by a flood several years in the past. The flooesumeven, and a small
creek or slough passes very near and slightly utgeeast side of the
building (shown above).

'III‘\‘:IE-’
R

The owner moved the 176 square-foot wood-framdiyubiuilding
pictured above to the site in the recent pasts Bhilding was in
average condition. The owner trucked it in andipah a pier and
post foundation

‘ ¥ i

The owner constructed ginI woodshed on theepty in the
recent past. This building contains 302 squareded functions well
for its intended use.

Twin Harbors Appraisal Service, Inc. 4 of 89
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Age

Highest and best use

Personal Property

Marketing time
Site value estimate

Cost approach
indication

Sales Comparisor
approach indication

Income approach
indication

Final Value estimate ax
of February 22, 2014

There is an older garage building located approteiy@®0-feet south
of the manufactured home. This building was inrpmndition and
was determined to have no value.

The improvements are described in more detail lat#ris report.

The Grays Harbor County Assessor records the atigin date of the
home to be 1968, but the owner offered that hedwsds that show
that the home was constructed in 1964 but instaltethe site in 196¢
This was not verified, but | believe the owner’foimation to be
credible and am using the 1964 date for this report

As though Vacant: Conservation reserve.

As Improved: Demolition of the existing structusasl sale to a
conservation entity for preservation in its pre@matural state.

None — It is an extraordinary assumption of thgorethat the
manufactured home and the smaller storage shaéalrestate and n
personal property. Therefore, personal property was included in-
value estimate presented in this report.

12 months

$52,500

Not Applicable

$72,500

Not Applicable

$72,500

Twin Harbors Appraisal Service, Inc.
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Premises of the Appraisal

General Assumptions and Limiting Condition

A General Assumptionis a typical assumption of an appraisal. A stat#mégeneral assumptions and limiting
conditions is often included in the discussionha premises of the appraisal in an appraisal répothe
appraiser's protection as well as the informatiath protection of the client and others using thpore

For example, it is generalassumption to assume that a property survey recoHHowever, if site conditions have
changed (evidence of easements or encroachmemts)thie date of the survey, thenextraordinary assumption
related to the uncertain conditions would be appat.

A Limiting Condition is a special condition that limits the use of ppraisal, e.g., by specifying the intended use
and intended user of the appraisal report.

This statement of general assumptions and limitmggitions is included in the report for the appeas protection
as well as the information and protection of thentland others using the report.

1. Acceptance and/or use of this appraisal reporhbyctient or any third party constitutes acceptasfdbe
stated Assumptions and Limiting Conditions. Mypllay extends only to the stated client, not to
subsequent parties or users of the report andyicase no further or for any amount larger tharfelee
paid for this assignment.

2. The legal descriptions used in this report arerassito be correct, but they may not necessarilg haen
confirmed by survey. No responsibility is assurimedonnection with a survey or for encroachmentsver-
lapping or other discrepancies that might be rexketidereby. Any sketches included in the reperbaty for
the purpose of aiding the reader in visualizinggiaperty and are not necessarily a result ofeesur

3. lassume that the title to the property to be ntatie; that, unless stated to the contrary, thpastg is ap-
praised as an unencumbered fee which is not usedlation of acceptable ordinances, statutes legragov-
ernmental regulations. In other words, | appratbedproperty free and clear of any and all lien or
encumbrances (unless otherwise stated).

4. | assume that there are no hidden or unappareditioos of the property, subsoil or structures \whicould
render it more or less valuable than otherwise euaige property.

5. All mortgages, liens, encumbrances, and servitbdes been disregarded unless so specified within th
appraisal report.

6. | have not been engaged to evaluate the effecthgememanagement, and | am not responsible fordutu
marketing efforts, and other management actions wgoch actual results may depend. The subject
property is appraised as though under responsitership and competent management.

7. Information and opinions furnished to us and caowdiin the report were obtained from sources cersit
reliable and believed to be true and correct. H@wneo warranty is given or implied as to its aecy.

8. Itis assumed that all applicable zoning and ugelations and restrictions have been complied wittgss a
nonconforming use has been stated, defined anitleoed in the valuation.

9. Itis assumed that the subject property compli¢is ali applicable federal, state and local envirental
regulations and laws unless noncompliance is std&fthed and considered in the attached report.

10. Itis assumed that the information relating toltduation of or existence of public utilities thathbeen
obtained through a verbal inquiry from the apprateriutility authority, or has been ascertained fuisnal
evidence is correct. No warranty has been madedig) the exact location or capacities of pubdilityl
systems.

11. ltis assumed that all licenses, consents or ¢glgesiative or administrative authority from locsiate or
national governmental or private entity or orgatiimahave been, or can be, obtained or reneweahfpuse
on which the value estimate contained in the valoatport is based.

12. Unless otherwise noted in the Description of thbj&t Property section of the attached report,$ net
provided with any soils studies or reports, or anyironmental or wetlands studies, reports, orssssents

Twin Harbors Appraisal Service, Inc. 6 of 89
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13.

14.

15.

16.

17.

18.

19.

20.

21.

22.

23.

for the subject property. Therefore, any issuekkvmight be raised if this information were avhliis
not known or considered.

| assume that there are no hidden or unappareditamrs of the structures that render the propewtye or
less valuable. | assume no responsibility for starditions or for obtaining the engineering stedieat
may be required to discover them.

| assume that all engineering studies that areigedvare correct. The plot plans and illustrativeterial
in this report are included only to help the readsualize the property.

Possession of an original or a copy of this redods not carry with it the right of publication or
reproduction, nor may an original or a copy of theort be used for any purpose whatsoever by anyone
except the client without the previous written aamtsof the appraiser and the client. Out-of-contex
guoting from and partial reprinting of this appediseport are expressly prohibited. The omission o
change of any part of this appraisal report withaytwritten authorization invalidates the entirg@egsal.

Neither all nor any part of the contents of thisae (especially any conclusions of value, my
identity, or the firm with which | am connected)aitbe distributed to the public through advertigin
public relations, news, sales, or other media withmy prior written consent and approval.

| will appear or give testimony in court in conrieatwith this appraisal on request if | receive Guiste
advance notice in order to make required preparsimd scheduling arrangements. | will specify and
make charges in connection with pretrial hearicggferences, and court testimony in accordance mith
usual practice.

| assume that the use of the land and improvenigrtnfined within the boundaries of the property
described and that there is no encroachment grassaunless noted in the Description of the Subject
Property section of this report.

Any allocation of the total value estimated in theport between the land and the improvements eppli
only under the stated program of use. The sepasadties allocated to the land and improvements muist
be used in conjunction with any other appraisal amdinvalid if so used. Any value estimates paediin
the report apply to the entire property, and amyrations or division of the total into fractioriaterest

will invalidate the value estimate unless such g@tion or division of interest has been stated enrdport.

The Americans with Disabilities Act (ADA) becamdegdtive January 26, 1992. | have not made a dpecif
compliance survey and analysis of this propertgatermine whether it is in conformity with the \ars
detailed requirements of the ADA. It is possiliiatta compliance survey of the property togethén i
detailed analysis of the requirements of the ADAldaeveal that the property is not in compliandthw
one or more of the requirements of the ADA. Ifthis fact could have a negative effect on the ealfs

the property. Since | have no direct evidenceirgdao this issue, | did not consider possible
noncompliance with the requirements of the ADA stiraating the value of the property.

Confidential Information - information that is edth identified by the client as confidential whenyiding
it to an appraiser and that is not available fraw ather source; or classified as confidential ivgie by
applicable law or regulation will be retained iméidence by the appraiser and will not be disclosed
without permission of the client.

The analyses contained in this appraisal are bgsed assumptions and estimates that are subject to
uncertainty and variation. These estimates aradfésed on data obtained in interviews with thadips,
and such data are not always completely relialsieaddition, | make assumptions as to future bedrani
consumers, and the general economy, which areyhigtdertain. It is, however, inevitable that some
assumptions will not materialize and that unantits events may occur which will cause actual aelie
operating results to differ from the financial aysas contained in this report, and these differentay be
material. Therefore, while our analysis was cong@esly prepared on the basis of our experiencktlag
data available, | make no warranty of any kind thatconclusions presented will, in fact, be achiev

This report may not be distributed to or relied mjpy other persons or entities without our written
permission. However, the client may provide corrgobnd final copies of the appraisal report in its
entirety (but not component parts) to third partide shall review such reports in connection wiité t
estate settlement. | am not required to explaiestify as to appraisal results other than tooedgo the
client for routine and customary questions.

Twin Harbors Appraisal Service, Inc. 7 0of 89
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Extraordinary Assumptions

An assumption, directly related to a specific assignt, which, if found to be false, could alter &ppraiser's
opinions or conclusions. Extraordinary assumptjgmresume as fact otherwise uncertain informatioruaipbysical,
legal, or economic characteristics of the subjeaperty; or about conditions external to the propsuch as market
conditions or trends; or about the integrity ofedased in an analysis. An extraordinary assumptiay be used in
an assignment only if:

» ltis required to properly develop credible opirs@and conclusions;

* The appraiser has a reasonable basis for the edinaoy assumption;

» Use of the extraordinary assumption results iredibte analysis; and

e The appraiser complies with the disclosure requingsiset forth in USPAP for extraordinary assunmgtio

Extraordinary assumptions are commonly used inmialeesnvironmental contamination situations whieis not
known whether or not the property is contaminakedraordinary assumptions are also used for prapose
construction as of a prospective (future) dateaddition, they are also used in appraisals wherapipraiser
performs an exterior-only inspection (a.k.a. didyeappraisal) and is uncertain about relevant ptgpe
characteristics such as size and condition.

1. lam not an expert in determining the presencéserace of hazardous substance, defined as aldloazaor
toxic materials, waste, pollutants or contaminéntduding, but not limited to, asbestos, PCB, Uklother
raw materials or chemicals) used in constructiootiberwise present on the property. Unless otlserwodted
in this report in the Description of the Subjeatfrty section; | did not observe any potentiaydrdous
material used in the construction or maintenanddebuilding and/or the presence of toxic wastdo
not have any knowledge of the existence of suclerad$ on or in the property, and it is an assuomptif
this report that they do not exist on the propettyrge the client to retain an expert in thigdid the
client believes it is necessary or appropriate- dfter such inspection — such hazardous mateials
discovered to have been present at the date of vide reported market value of the property may be
adversely affected and require re-appraisal atiadai cost.

2. 1 was not provided with any soils studies or repoor any environmental or wetlands studies, resport
assessments for the subject property. Therefageisaues which might be raised if this informatieare
available is not known or considered. It is arra@tdinary assumption of this appraisal that tHgest’s
soils can support the highest and best use ofubhje property, and that the subject site is mggdcted
negatively by the presence of any hazardous sulestasr other environmental problems. Should thsésba
for any of these assumptions be found to be sutisligrincorrect or inaccurate, the value conclusio
estimated herein may be impacted.

3. ltis an extraordinary assumption of this repoat tithe manufactured home and the smaller storagpk ate
real estate and not personal property. Therefarg@ersonal property was included in the valuerest
presented in this report.

4. The S.A. Newman Firm performed a timber cruise tmter appraisal in their report dated March 11,
2014 with a date of valuation of February 17, 20This ‘Appraisal of Timber’ is attached to thipuoat
and is hereby incorporated by reference. It isxdmaordinary assumption of this Appraisal Reploat the
reader has a copy of the Timber Appraisal for exfee.

Hypothetical Conditions

A hypothetical condition is that which is contrdoywhat exists but is supposed for the purposenalyais.
Hypothetical conditions assume conditions conttargnown facts about physical, legal, or economic
characteristics of the subject property; or abowmiditions external to the property, such as maskatitions or
trends; or about the integrity of data used in@alysis. A hypothetical condition may be used iraasignment
only if;

» Use of the hypothetical condition is clearly regdifor legal purposes, for purposes of reasonatalysis,
or for purposes of comparison;

» Use of the hypothetical condition results in a drkedanalysis; and

» The appraiser complies with the disclosure requérasiset forth in USPAP for hypothetical conditions

Twin Harbors Appraisal Service, Inc. 8 of 89
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A hypothetical condition is a situation that yowknto be false (no uncertainty), supposing it tdrbie for the
purposes of analysis, that is, a condition conttafynown facts.

No hypothetical conditions were used in the devlept of this appraisal report.

Jurisdictional Exceptions

A Jurisdictional Exception is an assignment condithat voids the force of a part or parts of USPWRen
compliance with part or parts of USPAP is contr@riaw or public policy applicable to the assignmébSPAP,
2002 ed.)

There were no known Jurisdictional Exceptions tdPdB required in the preparation of this report.

Twin Harbors Appraisal Service, Inc. 9of 89
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Definitions and Concepts

Client Identification

Client is defined by th&Jniform Standards of Professional Appraisal Practice, Appraisal
Standards Board, The Appraisal Foundation, 2014-2015 edition, Definitions, as: “The party or
parties who engage, by employment of contractpgmagser in a specific assignment.”

The client in this report is AMEC Environment & tastructure, Inc. (AMEC) who has been
engaged by the primary client — Grays Harbor Coutty coordinate the appraisal process.

Intended Use and Users of the Appraisal

Intended Useis defined by th&niform Standards of Professional Appraisal Practice,

Appraisal Sandards Board, The Appraisal Foundation, 2014-2015 edition, Definitions, as: “The
use or uses of an appraiser’s reported apprajgalaeal review, or appraisal consulting
assignment opinions and conclusions, as identifiethe appraiser based on communication
with the client at the time of the assignment.”

Per written communication, | understand that theraigal will be used to aid the client in
determining a market value for the subject propastyan aid in a negotiation for a potential
purchase of the property.

As per the S.A. Newman report, the sole functidns® cruise and timber appraisal are to: (i)
assist in establishing the market value of thipprty as a whole in order to establish a purchase
offer by AMEC'’s direct client — Grays Harbor Countyn a voluntary transaction; and (ii)
perform one step in establishing eligibility forlyge grant monies.

Intended Useris defined by thé&Jniform Sandards of Professional Appraisal Practice,

Appraisal Sandards Board, The Appraisal Foundation, 2014-2015 edition, Definitions, as: “The
client and any other party as identified, by namgype, as users of the appraisal, appraisal
review, or appraisal consulting report, by the apgar on the basis of communication with the
client at the time of the assignment.”

The intended users of the real property portiothefappraisal report has been prepared for the
sole and exclusive use of AMEC Environment & Infrasture (AMEC) and Amec’s direct
client, Grays Harbor County, as additional pernditiser.

The cruise and timber appraisal dated March 114 20&pared by the S.A. Newman Firm was
prepared for the sole and exclusive use of TwirbHie Appraisal Service, Inc., its client AMEC
Environment & Infrastructure (AMEC) and Amec’s ditelient — Grays Harbor County — as
additional permitted user.

Property Rights Appraised

The property rights appraised are the fee simpgltessdefined byrhe Dictionary of Real Estate
Appraisal, 3rd Edition, as follows:

Twin Harbors Appraisal Service, Inc. 10 of 89
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“Absolute ownership unencumbered by any other @steor estate, subject only
to the limitations imposed by the governmental pevwd taxation, eminent
domain, police power, and escheat.”

Purpose of the Appraisal

The purpose of the appraisal is to develop an opiof market value presented in terms of cash
or on financing terms equivalent to cash.

Market Value Definition
Market value, as used in this report, is defined as follows:

The most probable price which a property shoulddoim a competitive and open
market under all conditions requisite to a faieséhe buyer and seller each acting
prudently and knowledgeably, and assuming the sioet affected by undue
stimulus. Implicit in this definition are the camamation of a sale as of a
specified date and the passing of title from sebfdvuyer under conditions
whereby:

* buyer and seller are typically motivated;

* Dboth parties are well-informed or well-advised, acting in what they consider
their own best interest;

* areasonable time is allowed for exposure in trenoparket;

* payment is made in cash in U.S. dollars or in teofrf;rancial arrangements
comparable thereto; and

» the price represents the normal consideration®iptroperty sold unaffected by
special or creative financing or sales concesgjoasted by anyone associated with
the sale.

The above definition was taken from the regulatipullished by federal regulatory agencies
pursuant to Title XI of the Financial InstitutioReform, Recover, and Enforcement Act
(FIRREA) of 1989 between July 5, 1990, and Aug4sti®90, by the Federal Reserve System
(FRS), National Credit Union Administration (NCUAjederal Deposit Insurance Corporation
(FDIC), the Office of Thrift Supervision (OTS), atite Office of Comptroller of the Currency
(OCC). This definition is also referenced in regigns jointly published by the OCC, OTS,
FRS, and FDIC on June 7, 1994, and inltiteragency Appraisal and Evaluation Guidelines,
dated October 27, 1994.

Effective Date of Value

The effective date of value for the real propestyhie last day | inspected the property, February
22,2014.

The date of the timber-value appraisal report isr&ary 17, 2014. | have consulted with Tim
Newman of S.A. Newman and have been assured thatber value as of February 22, 2014
would be very similar — if not identical — to thember values as of February 17, 2014.

Twin Harbors Appraisal Service, Inc. 11 of 89
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Date of the Report
The date of the real property appraisal reportasdid 3, 2014.
Projected Exposure Time & Marketing Time

The Uniform Standards of Professional Appraisal Practice, Appraisal Sandards Board, The
Appraisal Foundation, 2014-2015 edition, SMT-6, definesExposure time as “the estimated

length of time the property interest being appiiseuld have been offered on the market prior
to the hypothetical consummation of a sale at mar&keie on the effective date of the appraisal;
a retrospective opinion based on an analysis dfgests assuming a competitive and open
market.”

Uniform Standards of Professional Appraisal Practice, Appraisal Sandards Board, The
Appraisal Foundation, 2014-2015 edition, Advisory Opinion AO 7; defines a reasonable
marketing time as “an opinion of the amount of time it might ta&esell a real or personal
property interest at the concluded market valuellduring the period immediately after the
effective date of an appraisal.”

Advisory Opinion AO7 goes on to state that: “The@lepment of a marketing time opinion uses
some of the same data analyzed in the processvefaeng a reasonable exposure time opinion
as part of the appraisal process and is not intetalbe a prediction of a date of sale or a one-
line statement. It is an integral part of the gsas conducted during the appraisal assignment.
The opinion may be expressed as a range and daaskd on one or more of the following:

» statistical information about days on market,

» information gathered through sales verification,
» interviews of market participants, and

* anticipated changes in market conditions.

Related information garnered through this proceskides other market conditions that may
affect marketing time, such as the identificatiétypical buyers and sellers for the type of real
or personal property involved and typical equityastment levels and/or financing terms. The
reasonable marketing time is a function of pricagt use, and anticipated market conditions,
such as changes in the cost and availability ofi$uand is not an isolated opinion of time
alone.”

In order to estimate a reasonable exposure andetiagkperiod for the subject property, |
researched sales of industrial and commercial ptiegen the local and extended market areas.
Buyers, sellers, and/or brokers were contactedaaleto the sales used herein to estimate
market value and an appropriate marketing time¢Hersubject. The exposure period for the
subject property is estimated to be 12 - montHess. This estimate is based on the strength in
the subject’'s market area (or lack thereof) asritestt in the neighborhood description and in
the highest and best use sections of this redorigavith the actual exposure time exhibited by
recent sales of somewhat similar properties.

In estimating the marketing time, | have reliedtloa same information as for exposure time.
Market evidence suggests that, excluding atypicablems, a marketing time for the subject of
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12 - months is realistic. The value conclusiorehers arrived at with reference to this estimated
marketing time.

Scope of Work — Process of Collecting, Confirminggnd Reporting Data

| was contacted by a broadcast e-mail from AMECiEemment & Infrastructure (AMEC)
requesting a bid proposal to appraise two propertiee subject of this report and an adjoining
property. The proposal request specified thateélakproperty appraiser was to partner with a
forestry specialist that was also on the Washin@tate Department Of Transportation
(WSDOT) list of approved right-of-way appraisersegiimate the value of the timber located on
the subject property.

| submitted a proposal that was ultimately acceptedMEC. In that proposal | proposed to
partner withS.A. Newman Firm, 3216 Wetmore Avenue, Suite 20&ré&tt, WA 98201-4368 to analyze
and appraise the value of the timber on both parcel

I have previously worked as a subcontractor for.Sefvman Firm (specifically with Mr. Timothy
Newman) as a subcontractor on assignments in P&ufinty and Grays Harbor County. Mr. Newman
and/or others in his Firm have performed timberland/or timber appraisals in Grays Harbor County fo
many years.

Mr. Newman has provided me a quote for his senaceshas been retained as the Forestry Specialist f
this report. Mr. Newman has presented the follgvthree paragraphs regarding the scope of work and
intended users of that work. The two paragrapks\beere paraphrased from the S. A. Newman quote
and describe the scope of the timber aspect akthart.

The cruise is an estimate of volume (in thousarid®ard feet) and grade for each
species of merchantable timber; grading standdrlisal log scaling & grading Bureau
and export sorts where applicable. Cruise pro@dnd software used will be auditable
and acceptable to State DNR standards. Cruisesityewill be: one variable radius plot
per 1.3-acres on the Shultz parcel; one varialdeisgplot per acre on Svangren parcel,
on all stocked acres situated landward of n-curigm buffers and otherwise projected as
“merchantable’. At least one-half of all treespgots on each of the two parcels shall be
measured and graded; other trees sampled fordradychy species and diameter only.
Up to approximately 25-plots are proposed to ballesl. Grid layout for installation of
plots to be equidistant or otherwise stratifiedhivitcruised stands.

The appraisal of on-site merchantable timber oh e@hthe two ownerships will estimate
itemized logging costs per MBF (including haulirgstflog destination analysis for
competing buyers), log values for each grade, antributory timber value by a
conversion return method (variant of income appnpadlerchantable timber will be
valued as export unrestricted as of a current aiader the alternative prospective harvest
premises of a Class Il (i.e., with no near termdlaise conversion) and Class IV-General
(i.e., with near term land use conversion) foreatfice. To the extent that the timber is
sub-merchantable or pre-merchantable, the appi&isaich timber will project estimated
yield, species composition, market log values lBcgs and sort, itemized logging costs
and market discount rates. A 100% fee simple @gtadn-site timber will be valued in
conformance with the Uniform Standards of Professié\ppraisal Practice (USPAP)
when used with report of lead property appraiser.

The scope of this appraisal is intended to complly the requirements of the 2014-2015
Uniform Standards of Professional Practice (USPAR)e format of an ‘Appraisal’ report.
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To gather, confirm, and analyze the data, | peréatitihe following steps:

1. Physically inspected the subject property and tliesnding neighborhood on February 22,
2014.

2. Collected factual information about the subjectgemy and the surrounding neighborhood.

3. Collected information from the Grays Harbor Plagniepartment, Grays Harbor
Environmental Health Department, and the Washin@iate Department of ecology
regarding the zoning and potential land-uses.

4. | began preparation of the report on March 3, 2014.

5. During the preparation of the report | preparedghést and best use analysis of the subject
property as improved.

6. | collected market information as needed to appéyttaditional approaches to value: cost
approach, sales comparison approach, and incont@lcagiion approach, if applicable.

7. | determined that due to the age of the buildiings the cost approach could potentially be
misleading and therefore was not useful in thi®rep

8. Il also determined that the income approach valueneaapplicable to this property type and
did not use it in this report.

9. I|then prepared a sales comparison approach vatuati

10.1 then finalized the Appraisal report setting foe ttconclusions derived in this analysis as
well as the information upon which the conclusians based

The format of this report is an Appraisal Repottjah is intended to comply with the reporting
requirements set forth under standards Rule 2&f(th)e 2014-2015 Uniform Standards of
Professional Appraisal Practice for an Appraisgd®e As such, it presents summary
discussions of the data, reasoning, and analysesinghe appraisal process to develop the
appraisers’ opinion of value. Additional suppogtilocumentation concerning the data,
reasoning, and analyses are retained in the appsafdes. The depth of discussion contained in
this report is specific to the needs of the cl&ated within this report.

Personal Property

No personal property was included in the valueestie presented in this report.
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Identification of the Subject Property

3134 Wishkah Road

2 Cascade Natural Gas
Valve Manifold
P

GIS epiction | View of the river from the south esicthe homesite.

Property: The subject property includes the land and Imgildmprovement known as the John
J. Shultz Property, located at 3134 Wishkah Rodmbrdeen, Washington.

Address: 3134 Wishkah Road, Aberdeen, WA 98520.

Location: This site is located on the Wishkah Road apprakéhy one road-mile north of the
intersection of the Wishkah Road with Bench Driviédnis is approximately 1,250 feet north of
the City Limits of Aberdeen.

Owner of Record: John J. Schultz
History of Property:

According to public records Shelba J. Wallaert, X 1594, Estacada, Oregon, sold the subject
property to John J. Schultz on 10/01/2002 for anded purchase price of $65,000. The terms
of record are $7,000 in cash to the seller andlardeeld note and deed of trust in the amount of
$58,000. The terms of the note were not forthcgmin

The owner — Mr. Schultz — was on-site at the tirhmgpection. According to Mr. Schultz
approximately “6 or 7 years ago” an entity knowrtles ‘Chehalis River Basin’ (Land Trust?)
offered him $50,000 for the property. They hadpheperty appraised prior to the offer. Their
motive was to purchase the property and retummiiist natural state. They planned to
demolish/remove the existing structures.

Mr. Schultz also commented that the processinglihg his property to some similar entity had
been an ongoing process for several years. EwWgdéne subject property is highly regarded by
environmentalists and/or conservationists for agitjan to protect the river environment.

As presented earlier, | have been engaged by AMB@ & ment & Infrastructure (AMEC) to
appraise the property. According to AMEC the pgmof this report is to estimate the market
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value for the negotiation of a potential purchasthe property by Grays Harbor County
(County). Based on verbal communications with AM&it@/or Tom Gray, County Surveyor;
the County’s interest in the property is twofolthe County owns the Wishkah Road at that
location and is interested in placing metal shdetgpalong the edge of the road as it passes
adjacent to the subject as part of a road impronmem®ject. The purchase of the property will
eliminate the added cost and complications caugelddosheet piling installation with regards to
access to the subject property.

The County’s second interest in purchasing is tiornethe property to its natural state to protect
the Wishkah River environment. Coupled with tlsipossible that the County could either sell
the property (after installation of the sheet g)imo a conservation entity, or maintain it in thei
own inventory.

To the best of my knowledge, no other purchasedferings of the property have occurred in
the last three years.

Legal Description

Government Lot 1;

EXCEPT portions platted;

AND EXCEPT a tract of land in Section 33, Township 18 North, Range 8 ¥West of the Willamette
Meridian, being 2 part of Government Lot 1 of said Section, described as follotvs:

Beginning at the intersection of the Easterly right-of-way of the Wishkah County Road and the
North line of Section 33, Tewnship 18 Nerth, Range 9 West of the Willamette Meridian;

Thence following said right-of-way line South 0° 36’ West 100 feet;

Thence South 88° 50' East 41.7 feet to the bank of the Wishkakh River;

Thence Northwesterly along said river bank to an intersection with the North line of aforementioned
Section 33; :

Thence North 88° 50' West 6 feet along section line o the point of beginning;

EXCEPT ROADS.

ALSO EXCEPT that portion conveyed to Grays Harbor County for Wishkah Road No. 94311 by
Warranty Deed dated February 28, 1923, under Audilor's File Ne. 330309021, records of Grays
Harbor County,

ALSQ, Government Lot 3, EXCEPT Roads,

ALL in Section 33, Township 18 North, Range 3 West of the Willamette Meridian.
Situate in the County of Grays Harbor, State ef Washington.
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Photographs (Taken on February 22, 2014)

]

Looking south down the Wishkah Road. The driveagthe left access the
Cascade Natural Gas valve regulator station.

Anoterie Ioking south down ' Wishkah Roae ubject homesite
is at the left in this picture, near the north ehthe property.
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Looking north up the Wihkah Rod near the soushwerner of th portion
of the subject that abuts the Wishkah Road.

Tical view Iookig east into th subjet rpEar
Wishkah Road.

= A

t out end from
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Looking south down the Wishkah River. The sublerhesite is at the right.
This is near the north end of the property.

Another view of the rier fro the homesite. Thiructure is all that's left of
a pier that secured a floating dock. Looks lik#ivang board, but isn’t.
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Looking north up the Wishkah Rier from near tbath end of the
developed homesite. There is a buried gas pipglsidbeyond where the
sign is seen on the river-bank.

'WARNING -
DO NOT ANCHOR

RDREDGE -

) RAL GAS PIPELINE CROSS|
i N
b 18885 22- 1130 :

CASCADE NATU

This is the sign mentioned in the previous pictuxkete to the right of this
picture is part of a natural gas regulator statidhis regulator station is
located immediately adjacent to the north end efdilibject property.
According to the owner, safety-valves go off twalmee times a year. The
result is a loud compressed air noise as gasdasetl. This results in
someone from the company coming to the site arehrek the reason for the
safety valve release.
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Front view of the manufactured home.
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Another view of the front the manufactured hashewing the deck
structure.
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This is a view of the portion of the deck that sesithe 8 X 8 hot-tub.
According to the owner, the tub is currently natdtional.

Another view he hot-tb potion of the"‘deck.
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Front

deck steps. According to th owner, dag’ods o flooding the
water has come as high as the third step (fronbofitem).

Rear of the manufactured home. The skirting ilasashed away in a flood
event in the last ten years (or so).
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Meter base for the manufactured Interior electrical panel. This panel
home. Typical. had been replaced/upgraded.

Another rear view of the manufactured home. Hasr gives access to the
kitchen area at the front of the trailer.
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View of the manufactured home from the river-side
of a small slough or creek.

Twin Harbors Appraisal Service, Inc. 25 of 89
C02014



Living room. The woodstove on the left is a p )

rignbheat source.
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Small Bedroom

Bathroom
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The home still had a license plate. | do not krifotlve title has been retired.
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Rear of the woodshed Front of the woodshed
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Front of large wood-frame storage building

B £, /

Rear of large wood-frame storage building. Acaagdo the owner, in the
same flood season that swept away the skirtingddrailer the foundation of
this structure was undermined and damaged. Asmshihare is a small creek
or slough that is under the riverside edge of thecture.
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ry porch on north el Another viethe north end.

=

Laundry room in closed porch. Interior of the atyer area (main part)

Another interior view
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Older garage building that was given no value.
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Region Description

Grays Harbor County is named for the 90 square-mile
harbor around which clusters the bulk of the cosnty
population and industrial and commercial activiti€xays
Harbor County is located on the Pacific Coast of
Washington about midway between the Columbia River
mouth and the Strait of Juan de Fuca. Grays Harbor
County is the largest of Washington State's foastal
counties in both area and population, having 1&fitare
miles and approximately 73,200 people in 2013.

The commercial-industrial core of Grays Harbor Ggun
consists of the three cities at the east end obtli&rays
Harbor. Smaller agricultural markets and mill t@nare found along or near the valleys to the
east of the harbor, fishing and recreational conitiasnare along the immediate coast, and a few
small mill towns and recreational centers are ledan the northern part of the county. The
incorporated cities of Montesano and Elma are mtatong the Highway 12 corridor that
connects the harbor to the I-5 Corridor.

Population Trends

April 1 Population of Cities, Towns, and Counties
Used for Allocation of Selected State Revenues
State of Washington

Caution: 2010 STATE POPULATION ESTIMATE, NOT FEDER AL CENSUS DATA. Recent
Evaluate population estimates based on change frdime last census (usually 2000) to the current year OFM Population
Prior official April estimates are not revised to reflect changes to historical data. Estimates

2011
Estimate

2012
Estimate

2013
Estimate]

us us
Census Census

2004 2005 2006 2007 2008 2009 201 2012

Grays Harbor 69,200 69,800 70,400 70,800 70,900 71,200 71,6p0 797p, 0
Unincorporate 25,638 27,295 27,505 27,620 27,860 Q7,87 28,205 28,445 28,488 615
Incorporated 41,5%6 41,905 42,295 42,780 42,940 43,030 42,995 43155 [ 44,3%9 b4 44(585

2004 2005 2006 2007 2008 2009 201C
Aberdeen 16,494 16,410 16,450 16,470 16,450 16,460 6,44 16,45 16,8 16,8 R 16,860
Cosmopolis 1,595 1,590 1,600 1,635 1,645 1,650 1,640 5|1,64 1,64 1,64p ,64 1,650
Elma 2,95 3,085 3,105 3,100 3,140 3,125 3,110 ,120 o7 - 3,114 3,11p 3,115
Hoquiam 9,088 8,885 8,875 8,845 8,845 8,795 8,765 ,770 7268, 8,65 8,655 8,620
McCleary 1,464 1,455 1,475 1,540 1,555 1,555 1,555 1,565 ,6531 1,65 1,655 ,6%5
Montesano 3340 3,375 3,420 3,550 3,550 3,565 3,565 3,605 9743 4,01 4,050 ,070
Oakville 64 675 680 710 715 720 715 r14 2 685 690
Ocean Shores 3,705 4,240 4,385 4,605 4,705 4,805 4,860 940 4 5,56 5,616 815
Westport 2,166 2,190 2,305 2,325 2,335 2,355 2,345 P,345 ,0992 2,10 0

5,894,14 6,167,800 6,256,400 6,375,600 6,488,000 6987, 6,668,200 6,733,2%0 6,724,944 6,767

Unincorporated 2,374,593 2,395,226 2,438,882 2,473,714 513805 2,527,130 2,552,500 25361288 2,478,323 2 &, B 1

Incorporated 3,519,5{0 3,772,574 3,817,518 3,901,886 74395 4,060,470 4,115,700 4,196,069 4,244,217 4,31]3,25313,267 ,699

The county and municipal populations shown for 2@ with a few exceptions, the 2000 federal cerBublic Law 94-171 counts. Some 2000 counts rifter iom the federal census.

As shown in the table presented above, the populati Grays Harbor County has remained
relatively flat over the last decade, and is estaii@o have grown only slightly through 2013.
Grays Harbor County is forecast to experience gnawpopulation at rates similar to statewide
averages.

Housing Market

Businesses seeking to expand or relocate incrdgsrgluate the cost and availability of a
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community's housing. Industries sometimes leav@maban centers for lower-cost suburban
and rural areas due to the limited availability &mgh cost of housing. As of the 2000 U.S.
Census, both homeowner and rental housing weredsyably more affordable in the
Columbia-Pacific region than elsewhere in the P&geind area or statewide. However, since
2000, the cost of housing has increased significamthe Grays Harbor area. In spite of this —
as shown in the table below — the comparative @blsbusing is still significantly below that of
the state as a whole. As of 2000, median home®piicthe Grays Harbor area were
approximately 46% of the statewide average. Athefyear 2012, housing values were a factor
of 49% of the statewide average. The completetgdginformation for 2013 was not available
as of the date of the writing of this report.

Comparative Housing Costs (2008-2012)
Source: Washington Center for Real Estate Research
http://wcrer.be .washington.e duWSHM/WSHM . html
2008 Median 2009 Median 2010 Median 2011 Median 2012 Mediat

Home Price Home Price Home Price Home Price  Home Price

Pacific County $165,000 $150,000 $128,000 $120,000 105€00
Grays Harbor County $151,000 $135,000 $135,000 $020, $115,000
State of Washington $284,400 $250,400 $246,300 $207, $234,200

As shown above, the median sale prices for homé&says Harbor County have declined
steadily from 2008 to the present. This same geiend is similar for the State as a whole,
although it appears that in 2012 the recovery imgkCounty and Pierce County brought the state
median home price higher. Later on in this repaurill present a market study that indicates that
the values in Grays Harbor County continue to decli

Retail Sales
One measure of economic growth and/or stabilithésamount of annual taxable retail sales.

The annual taxable retail sales for Grays HarbarmBoare presented in the table on the
following page.

Taxable Retail Sales .
Grays Harhor County Grays Harbor County Taxable Retail Sales

Year Amount 1996-2012
1996 $382.033 000
1997 $397.857 000
1998 §675451 500

51,000,000,000 +

1999 $748.704 137
2000 $711.930 936 <800,000000 |
2001 $653.928 693
2002 $800236 328 $600,000000 |

2003 §744.754 481 —4— Amount

$1,200,000,000 -

2004 $703.330.539 $400,000000
2005 $807.922.711
2006 $838.962.798 5200,000,000
2007 $938.833.019
2008 §875272331 so e

2009 §704380.729 TARRIIRRRRARRRRRERR|R
2010 $816.075.514
2011 $902.674.089
2012 §794.767.516

In general, even with the increases and decreasems the general level of retail sales has
shown growth overall in the last ten years, buhwitsignificant decrease that started in 2008 and
bottomed in 2009. Sales have increased in sigmifig in 2010 and 2011.
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The taxable retail sales for 2007 in Grays Harberenat a record high level. The 2008-2009
decrease is attributed to the national economicndiarm which has affected the Grays Harbor
area in a like manner. A slight increase was otegkin 2010, followed by a significant increase
in 2011, which is primarily attributed to the pootoproject underway in Aberdeen. Sales then
fell back in 2012.

Education

Education in Grays Harbor County consists of a motl@o-year community college and high
schools in Hoquiam, Aberdeen, Montesano, Elma, @lekWestport, and Moclips. Grays
Harbor has two modern hospitals in Aberdeen andukdmg, comprising 225 beds. There are
three accredited rest homes and an outpatientclotated adjacent to St. Joseph Hospital, has
been opened. Overall, there are approximatelyh88ipians and surgeons; 28 dentists; 14
optometrists; and 2 ophthalmologists.

Transportation

Grays Harbor County enjoys a major location advgaia terms of exporting products to the
Orient. It is nearly two days closer turn-arouimdet than the major Puget South ports of Seattle,
Tacoma, and Olympia. This coastal location hasesdisadvantages in relation to many imports
and the manufacturing of non-local resources fagdaegional markets. Grays Harbor is over
fifty miles west of the major regional markets, d@hd land transport routes and growth areas of
the Puget-Willamette trough.

Grays Harbor County is served by the Puget SouddPacific Railroads (PSAP), which connect
with the Burlington Northern Santa Fe railroad (BN@&nd the Union Pacific (UP) railroad in
Centralia. BNSF Railway and UP Railroad locomotesver are considered home on the PSAP
as they run through Centralia to Grays Harbor fdoading. These run-through trains are
operated by PSAP crews. The PSAP hauled arou®@@@arloads in 2011.

Internal movement for citizens within Grays Harl@munty has been enhanced by a partially-
publicly funded bus system that connects with othex service links to the Puget Sound cities.

Currently, the all-important main shipping chanoeGrays Harbor is maintained at a 30-foot
depth to Cosmopolis. Work began in early April @@ the long awaited "Deeper Draft"
project. This has been completed making the névigahannel 36 feet deep, thus
accommodating the larger draft vessels, which ave common.

Other transportation needs in the area are serbigdtlashington Coast Lines, Grays Harbor
Transit, various commercial truck lines, FEDEX dmlted Parcel Service.

Utilities

Public Utility District No. 1, a publicly owned, micipal corporation that is operated by Grays
Harbor County, furnishes electrical utilities thghout the county.

Cascade Natural Gas has a pipeline that passdstbootigh the county near McCleary and
terminates near Aberdeen.

Twin Harbors Appraisal Service, Inc. 36 of 89
C02014



Tourism

Of the key sectors accounting for significant nurslag jobs, hotel and lodging employment
provides jobs for approximately 550 persons. Tesionstrates the importance of tourism as a
major industry in Grays Harbor County. In additiorthe hotels and motels, there are ten
meeting facilities, including the Ocean Shores @mtion Center. The Convention Center,
which contains about 11,664 square feet of congaritcilities, has a total seating capacity of
1,000, comprised of three main halls with individseating capacities of 500, 350 and 150.
These halls may be used individually or joined thgeto form one large area. The recently
completed Shilo Inn & Convention Center doubledatiailable convention space in Ocean
Shores, providing it with sufficient capacity, amaough new hotel rooms to bill itself as a
destination convention resort.

The city of Ocean Shores is the primary touristwdiar Grays Harbor County, and is located in
the northwest corner of Grays Harbor Bay. It iesort community located on a peninsula of
approximately 6,000 acres with six miles of sandgam beaches, plus views of the North Bay of
Grays Harbor. Ocean Shores is the second mogtd/idestination resort city in Washington
(behind Seattle), with a five-year average of 3,883 visitors. Ocean Shores often hosts up to
35,000 visitors a day. The Ocean Shores Penifsatares approximately 23 miles of interlaced
fresh water lakes and canals. Within the citytisns a PGA rated 18-hole championship golf
course featuring a clubhouse with pro shop, reatdland lounge. A casino was constructed
near the northern entrance to the city at Hoganmiser. This has provided even another
attraction for the area.

This destination area is not as heavily dependeoi the fishing tourist when compared to
Westport (located on the south tip of the entrand8rays Harbor), but razor clamming provides
a significant influx during good years. Throughthe balance of the year, people more
interested in the serenity, solitude, and beauthisfsparsely populated and somewhat remote
part of the state frequent the Ocean Shores area.

This resort community, originally developed in #f#60's, never realized its potential at that
time. However, the city slowly expanded over timvéh significant expansion in the 2006-2007
era. At that time it was the fastest growing comitwin Grays Harbor County. This activity
leveled off in late 2007 and declined in 2008, dadlined further in 2009. Current trends are
flat slow fall-off to 2012, with the market reladéily flat in 2012-2013.

Conclusion

In general — due primarily to the national econoarnises — the general market conditions have
declined (both real estate and general economiditons). However, populations in the county
are currently stable with some very slow growthusdag in some areas. Tourism remains an
important aspect of the county economy, particylan the western edge. There appears to be a
general increase in retail sales (based on thi satas tax revenues) for the last two years.
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NeighborhoodDescription

Location

The Wishkah Road passes north of Aberdeen followheg/Nishkah River Valley. The
subject of this report is located on the east sidbe Wishkah Road approximately one road-
mile north of the intersection of the Wishkah Reath Bench Drive. This is approximately
1,250 feet north of the City Limits of Aberdeenlti®ugh outside the city limits, this property
is so close to the City of Aberdeen that it is imahe neighborhood generally referred to as
‘Wishkah'. Rather, the subject is on the northeutskirts of the City of Aberdeen on the
Wishkah Road.

The immediate neighborhood is bordered by the WakHRiver
on the east and on the west side the border wautldowestern
edge of a corridor to the west of the Wishkah Ribadl varies in
width from 50-feet to 250-feet as it passes north.

There is a small enclave of homes located acr@sstthet to the
west of the subject. This enclave is developedgtbe Wishkah
Road and each lot fronts on the Wishkah Road.ddtian to
these homes there are two short roads extendingfroes the
Wishkah Road; Baretich Road and Frosty Road. Taere
several homes located along each of these two amtsey
extend west for a few hundred feet.
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The topography on the west side of the Wishkah Rsad up from the road, in some cases
100 or more feet. The land on the east side ofdad is predominantly low-lying areas
adjacent to the Wishkah River that are typicalfgeted by seasonal flooding. This is
particularly true in the vicinity of the subjedtlost residential development in the immediate
neighborhood is located on the west side of thd.roa

Gasoline and all major shopping, schools, and athHgan conveniences are located in Aberdeen
to the south.

The subject immediate neighborhood is similar sNorth Aberdeen neighborhood and —to a
lesser extent — South Aberdeen and West Aberdeen.

Financing

Residential financing is available at rates andhgesimilar to other areas of Grays Harbor. The
specific issue that might affect residential finiaugoof the subject property would be the location
in a Flood Hazard Zone. Significant changes anegoeonsidered by the Federal government
with regards to the Federal Flood Insurance systiéms.possible that federal flood insurance
premiums will no longer be subsidized, which withke them significantly more expensive.
Flood insurance will continue to be required on kerocated in flood hazard areas that are
financed. This could result in a significant lads/alue to homes located in a flood hazard area
as the premiums in some cases will equal or exadgplical mortgage payment. The result will
be that the homes adversely affected by the largmipm will sell at a lower value to offset the
significant cost of the insurance. This is notrently an issue, but is forecast by the government
to be implemented in late 2014.

Typical Construction

Typical age for both residential buildings in thest\kah area can vary from new to 100 years.
Construction types are typically wood-framed stuues with one or two stories. There are also
a significant number of manufactured homes rangirage from new to 45-years.

General Real Estate Market Conditions

The subject of this report is a property adjacerihe Wishkah River that is on the outskirts of
the City of Aberdeen. Because of the proximitytte City of Aberdeen, | used the NorthWest
Multiple Listing Service (NWMLS) areas of Aberdeéigquiam, Cosmopolis, and Wishkah as a
basis for analysis of the market. Aberdeen, Haguend Cosmopolis the central core cities of
the Grays Harbor market. The NWMLS areas studiellide rural areas on the outskirts of each
of these cities.

The unincorporated community of Wishkah is parthef subject immediate neighborhood.
NWMLS areas studied include rural areas on thekatgsof each of these cities.

Given the above | performed a market study usiegMWMLS data using ALL real

sales for the previous eight years, including residl homes and vacant land sales that
were located in the Aberdeen, Hoquiam, Cosmopatid, Wishkah portion of the subject
market area. These three cities are the econaniercfor Grays Harbor County and the
greatest concentration of population in the county.
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| performed this study from 3/04/2006 to 03/04/201NWMLS areas for Aberdeen, Hoquiam
and , Cosmopolis, Hoquiam, Humptulips, Neilton, §ep Quinault, and Wishkah. All types of
property were included excepting Business OppadtiesjiRentals, Timeshare, and Letter of
Authorization. The results of this study are preed in the table below.

NWMLS Data Study

All Sales Types in NWMLS Areas Aberdeen, HoquiamCosmopolis, Wishkah
Study Period Overall Overall

Number of Number Actual Total Median Median Percent Per Month

DEVES of Months Months Sales CDOM Sale Price Change  Change

0 365 0 tq 12[ months 3/3/2013 |to 3/3/2014 355 122 $60,000  90.0D

365 | 730 13td 24 months 3/3/2012 [to 3/3/2013 331 123 $65,2358.02% -0.67%
730 | 1096| 2btp 36 months 3/3/2011 |to 3/3/2012 320 113 $75,P0@0.00% -0.83%
1096 1461 3f tp 48 months 3/3/201Q |to 3/3/2011 822 116 $06,56021.57% -0.60%
1461 1826] 4bth 60 months 3/3/2009 [to 3/3/2010 308 104 $02,0034.78% -0.72%
1826 2191 6L tp 72 months 3/3/2008 [to 3/3/20Q9 B44 104 $004/0-42.31% -0.71%
2191 | 2557 7B tp 84 months 3/3/200y |to 3/3/2008 437 101 $506|3-52.51% -0.73%
2557 | 2923| 8btp 84 months 3/2/2006 |to 3/3/2007 530 107 $268|6-44.76% -0.53%
Mean -0.68%

Median -0.69%

Anecdotally, the general consensus is that the edamkreased from 2004 through 2007, then
flattened for the first seven or eight months i9&0and then dropped significantly in the latter
part of 2008. The data above generally suppoatisdbnclusion. However, in comparing the
median sale price of any one year to the preseart itas surprising how uniform the Overall
Per Month Change has been since 2008.

As of the effective date of this appraisal the gahmarket in the areas studied appears to
continue to decline at a rate of approximately @ ffer month.

Later in this report | may present vacant landsdiga that extends back several years.
Because of the different rates of growth in théedént periods | used the overall percent
changes displayed in the table above to adjustechéoket conditions (time). This is further
explained in the site valuation section of thisomtp

Summary

As discussed above, the subject is located in ditekots of the City of Aberdeen on the
Wishkah Road. The overall residential market i Atberdeen-Hoquiam-Cosmopolis area
continues to decline at a remarkably steady rate.
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Description of the Subject Property

Description of the Site

Cascade Natural Gas Cascade Natural Gas
Valve Manifold N\ Valve Manifold
\ \.\ ; .

|
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e

Grays Harbor County GIS Map.

Aerial with estinthb®rder outlined in red. l’

Dimensions/

Shape Irregular. As shown above, the subject parcessentially two
triangular pieces of land that are connected bgreow area roughly
centered between them. Please review the map aaler the legal
description.

Area  As shown, the subject site is an irregular shapeelage parcel with an
estimated area of 27.51-acres overall (as per thgsGHarbor County
Assessor’s records).

Frontages The site has frontage on both the Wishkah RoadranilVishkah
River. Using the Grays Harbor County GIS datavehestimated the
frontage on the Wishkah Road to be approximatél$Qd-feet. The
frontage on the Wishkah River — using the same staiece — is
estimated to be approximately 3,900-feet. Theerealould be
cautioned that these numbers are estimated fro@iBelata and are
not as accurate as a survey.

Topography  With the exception of very limited areas immediatdljacent to the
Wishkah Roadnd at the northern tip of the property, the ovéagl of
the land is low with very little topographic relieAccording to the
owner of the property large areas of the site ffoimdthe winter
months, sometimes extensively.

Easements/
Encroachments  There are no known easements or encroachment® cullifect property
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that would affect the highest and best use of tigest site.

Utilities The site is currently served by Aberdeen City Wateblic power, and
commercial telephone and television cabling. Sesvaot available to
the site and there is an on-site sewage dispostmy(septic tank).
According to the owner the system operates cogre®@uring my site-
inspection | did not notice any surface leakagé wwauld indicate a
failure. However, the determination of the funnabty of a septic
tank is beyond the scope of an appraisal assignmnietite client is
concerned a specialist should be contacted.

Comments on the
Cascade Natural
Gas Regulator
Station  Immediately adjacent to the north end of the prgpisrwhat appeared to
me to be similar to a manifold for the distributiohgas. | called
Cascade Natural Gas to discover what exactly thistsire is and its
purpose. According to Josh Fife of Cascade Natbaal there is a buried
high-pressure gas line (200 psi M/L) that comemfMcCleary, goes
under the Wishkah River near the subject and trumtksthe surface
installation immediately adjacent to the homesitdle north end of the
property. There are pressure regulators at tedlsit reduce the
pressure from the 200 psi to 60 psi, which is nmamageable for
household and typical commercial use. Evidenklg,gressure in the
high-pressure line and/or the lower pressure laagsvary depending on
loads, much like a gasoline hose at a multi-dispegas station. This
variance can cause a surge in the gas-lines as.tiffilee regulators have
safety valves that open when the variance becoowegreat for safety.
The owner described hearing hissing noises conmorg the structure
from time to time. According to Mr. Fife, theseises are caused by one
or more relief valves releasing excess pressura the lines. Mr. Fife
commented that Natural Gas is very light and alnmostediately goes
up away from the site. Other than the occasioaele) the owner of the
subject property did not consider the locationhaf tegulator station to
be a problem.

Street
Improvements  The Wishkah Road is a two lane, asphaltic-surfaoeshty-maintained
road in average or better condition. There arsidewalks, curbs, or
streetscaping at this location. Typical.

Access Legal and physical access is direct from the WikHRaad. Access is
average.

Twin Harbors Appraisal Service, Inc. 42 of 89
C02014



Floodplain
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As shown above, portions of the subject are locatetivo Flood
Insurance Rate Maps (FIRM’s), Community Panel nunai3®057-3258
dated September 29, 1986 and, Community Panel nus3i0857-
0425B, effective date September 29, 1986. The awedmaps indicate
that the entire subject property is within a ZoAkflood hazard zone.
FEMA describes a Zone A flood zone to be:

“Areas subject to inundation by the 1-percent-afmcbhance
flood event. Because detailed hydraulic analyse® mot
been performed, no Base Flood Elevations (BFEfipod
depths are shown.”

As described previously in this repoiignificant changes are
being considered by the Federal government withrsgto the
Federal Flood Insurance system. It is possiblefdderal flooc
insurance premiums will no longer be subsidizedctviwill make
them significantly more expensive. Flood insurawdecontinue
to be required on all homes located in flood hazaeds that ar
financed. This could result in a significant ledvalue to home
and/or sites located in a flood hazard areihe premiums in some
cases will equal or exceed a typical mortgage paymeéhe resul
will be that the homes adversely affected by tihgdaremiun

will sell at a lower value to offset the signifi¢dasost of the
insurance. A site located in a flood e will have a
correspondingly lower value as compared to a Baeis not in ¢
flood zone. This is not currently an issue, it is planned to have
the new system in pladn late 2014. Because the entire subject
property is within a Zone ‘A’, the sject site could be affected in
the future.

Soils Itis an extraordinary assumption of this repodt tiine subject soils are
adequate to support the highest and best use.
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Environmental Please refer to the Extraordinary Assumptions,dtygtical Conditions
starting on page 6 of this report. No environrakisisues are known or
were observed. | am not an expert in determinmgrenmental hazard

Utilities Power, television, and telephone are availablégcstte.

Potable Water  Potable water is provided by the City of Aberde&aequate and
typical.

On-site Sewage According to the current owner, an existing sefatitk services the
manufactured home located on the homesite at thithara tip of the
property. According to public records, the exigtgeptic tank was
installed in November of 1967. This would makesseas the owner of
the property also commented that the trailer watalled in 1968. The
tank is a 750-gallon tank and a comment was matieeiapplication that
the tank was ‘located on a fill', which would indie that the existing
homesite had been filled to some extent for develyg. The drainfield
length is listed on the permit as being 56-feeg|aithough the attached
sketch shows a drainfield with a 50-foot long dfigial.

Septic tanks are typical and common in this maaket do not affect the
marketability or value provided they are functiapproperly. There
were no known issues related to the subject sepsitem. The owner
offered that the system was working and | did raitae any indication
on the surface of the area where the tank is |ddhtt would indicate
otherwise. | am not an expert in the determinatibthe adequacy or
functionality of a septic system.

Cascade Ga: Immediately adjacent to the subject on the norénvalve regulator
station that is owned by Cascade Natural Gas. vl the gas line
crosses the river at this location and is valvetl drected from this
regulator station. According to the owner of thegerty — who lives
immediately adjacent to this structure — the savetyes go off two or
three times a year. When that happens thereoiscarioise of the gas
escaping. Eventually a Cascade Natural Gas employmes and chesk
the valves and resets the safety valve. Wherhtppens it is also
possible to smell the gas.

The owner of the subject property commented thavdive regulator
station did not bother him and — other than theaeiit is not a
nuisance. | also could not discover any marked tiat would indicate
that the location of that site adjacent to the scibjvould affect the value
of the subject property. However, | considered tiement qualitatively
in the valuation of the site and the whole property

Timber Comments  In the attached Appraisal of Timber from S.A. Nevmthe estimated
value of the timber are as follows:

Projected Class Il harvest volume totals 57 MBfo(sand board feet)
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Conclusion

with a value of $17,000
Class IV - General harvest volume totals 15 MBFhvaitvalue of $3,500.

Please refer to page 12 in the S.A. Newman repoddfinitions and
differences between a Class Ill and Class IV tintiz@west practices.
After consideration of the relatively small dolEmounts involved, and
considering the yet to be determined costs of lsarvdave determined
that the stumpage value of the timber is more tftset by the aesthetic
damage that would be done to the subject site guanml after the
removal of the trees.

The most significant issue with relation to thejeabsite is the
combination of the proximity of the Wishkah Rivére uniformly low
topography, and the subsequent location entirellgima Zone A flood
hazard zone. Because of these issues, it is likalyany new structures
developed on the property will be required to lmated on elevated
concrete platform structures. These types of siras are commonly
seen in the lower Moclips area of Grays Harbor @pand could be a
potential alternative to the development of a hamé¢he subject
property. However, due to the cost and other faatevolving around
these platform structures, other properties thabat of the flood-zone
would be seriously considered by any potential paser as an
alternative, offering significant competition. Aldocal preservation and
conservation groups are acquiring land along thehW&h River to
preserve the Wishkah River estuary. These groupsdioffer what
resistance they could to prevent development ostitgect.
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Zoning  The entire property is zoned A-1 Agriculture by @rddarbor County.
The green highlighted areas in the map above arardtas in the

immediate neighborhood that are zoned A-1. Theared is zoned R-

2 Residential-2, and the tan areas are zoned Gagrale

The A-1 zone has a minimum lot size of 10-acreséwly divided
land. Smaller sites created prior to the zonirdjr@nce are legal non-
conforming uses.

The subject of this report — at 27.51-acres, ctedtinically be divided
into two parcels. However, due to the configumatd the property
and the low topography, it is likely that permits &n all-weather
access road would be difficult and/or costly toanibtdue to
environmental resistance, engineering costs, atigation of
intervening wetland areas. Given the potential@alf a potential
second site, the cost of permitting and instalamgad to a second 10-
acre parcel would at least offset any potentiariirial gain.

The A-1 zoned areas in the vicinity of the subpeet all located adjacent
to the Wishkah River as it goes north. This zanagparently being ust
on one level to contain or restrict division andlervelopment along the
river.

The pages of the zoning ordinance that describ@&theone is
presented in the addendum for further review.

Taxes and
Assessed Value The assessment and taxes for the current yeahavwenselow. The tax
rate per $1,000 in 2014 is $14.3275928.

Assessed Value
Parcel Total 2014

Number Land Improvements AV Taxes
180933210010 $2,100 $8,820 $10,920 $174.36
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Description of the Improvements

L Living Room

Wood Deck
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Sketch of the Manufactured Home Bath
The primary structure on the subject property T$a subject improvements include a 1964
Fleetwood 12-foot X 56-foot (actually only 11.5f@ade) manufactured home containing 644
square-feet (based on actual measurements).

The manufactured home is further described indab&tbelow.

Tags | discovered one metal tag on the exterior of theé. | was not able
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Dimensions

Area

Foundation

Frame

Floor Structure

Exterior Walls

Sash

Roof
Structure/Cover

Interior Wall Finish

to discover any other tags or documents on theiantef the home.
From the tag shown above | learned that the trh#sra serial number
of 43347 and that there was a subsequent Alter&gssmit No 44247
that had been applied-for on 03/05/2007. Thigatiten may have
been for the upgrade of the wiring.

11.5-feet X 56-feet / Rectangular

Total Gross Building Area= 644 square-feet

Appears to be a pier and post foundatiQurrent requirements requi
poured concrete runners with incorporated tie-dowftsis coach was
installed prior to the introduction of those redidas.

Typical approximately 2-inch X 4-inch wood framinGiven the age
of the home it could be that some (or all) of ttenfing is 2-inch by 3-
inch. Typical for the age of the home.

Typical steel beams with smaller steel supportgpidal.

Painted metal.

Ry

Fair condition.

Single-pane aluminum frame with self-storing stavmdows.
Typical. There were two or three windows that wenaken but still in
place.

Typical flat metal roof. This one has been ‘taresleral times. |
noted no internal issues that would indicate thatrbof is currently
leaking.

Interior walls are covered with wood paneling tisatyypical in a
manufactured home of this age. Shown in the pcailnove, which
was taken in the rear bedroom on the north sigewthod paneling is
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Floor Cover

Ceiling

Plumbing

Doors

failing under the window. Walls were in fair toeaage condition.

Combination of composite tiles, some carpet, viaylg bare-wood.
All floorcoverings are in fair to poor condition.

Manufactured acoustic board. Typical for a manufiegedl home of this
age. Fair to average condition.

The subject has a single-bath with a toilet, sawmd tub/shower
combination. There is also a kitchen sink in thehlen and a single
electric hot-water tank. This plumbing is typieald adequate for a
manufactured home of the age of the subject. ExXoephe toilet,
none of the fixtures have been updated since aligionstruction.
Fair condition.

]
J'ﬂ

Interior doors are hollow-core wood doors. Thenaty entrance door
used is the single-pane sliding glass door shownebThere is one
other exterior ‘man-door’. As shown on the righbeae the original
door has been upgraded using a typical residestatior door.
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Heating and
Cooling  According to the current owners they use the wamasshown above
as a primary heat source. In addition to the wtmasthere is one
baseboard heater and one wall-mounted fan-forcatthe

Insulation | didn’t note any insulation as the walls are ceekr It is probable that
the walls, ceiling, and floor are all insulatedhidis typical for a
manufactured home of this era.

o

Newer panel Exterior meter base

Electrical  As shown above the electrical panel has been rephath a modern
full-sized panel. There was an alteration permittee coach with a
date of 03/05/2007. That may be the date thatvtheg was updated.
The wiring is adequate or better for a manufactin@ue of this era.

Lighting Incandescent. Typical and adequate for a manutttutome of this
era.
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Non-functional Hot Tub
Front Deck  There is a 282 square-foot wood deck constructeti@north side
(front) of the manufactured home. Another decktaming 120-
square-feet is adjacent to this front deck andsisreound for a non-
functional hot tub. In addition to those two seppardeck areas, there
is an unfinished section. This unfinished ardaaisically the deck
structure with no surface boards. The deck isvefage quality and —

with the exception of the unfinished portion —nsaverage condition.
P |

Commentson
flooding  According to the owner, the property will flood oocasion. During

these flooding periods the water will rise as fatlee third step of the
deck-steps shown (third step from the bottom). dwaer also
informed that during a flood event several yearsthg skirting
around the trailer was washed away and/or damagtik textent that
the damaged sections were removed. The samedlsocdtaused
undermining and settling in the detached largerdsoamed building.
According to the owner the flood waters only stdfgwa days at the
most and then recede.

Kennel  There is a 35-foot by 20-foot area that is fencétl & 6-foot chain
link fence. The owner refers to this area as kieanel’ and he places
his dogs there when he leaves the premises.
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Condition of

Improvements

Actual Age

Effective Age

Woodshed

The manufactured home was in poor to fair conditi®he structure is
at or near the end of its economic life. The awg# @ndition of the
home are such that extensive repair and remodddwmi be
financially justified by the value after the rembd8ecause of the
condition, it would not be possible to obtain comyvenal financing
with this manufactured home as collateral.

The Grays Harbor County Assessor records inditetethe
origination date of the home was 1968. HoweveraWwner offered
that he has records that show that the home wastrooted in 1964
but installed on the site in 1968. This was naotfiesl, but | believe
the owner’s information to be credible and am usiheg1964 date for
this report. Actual age is therefore 50-yearspidal life for a
manufactured home is in the range of 35-years {geds.

The effective age is estimated to be approximatblyears.

Front Rear

This is a marginal wood-frame structure that th@emconstructed
recently for wood storage. It is 8.5-feet wide &&ad5-feet long, with a
calculated area of 301.7 square-feet. It is apprately 2/3 wood

floor and 1/3 dirt floor.
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Description of the Large Utility Building

Front of Large Utility Bildg
24

Storage
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Entry porch. Access to laundry is at the left.

T e

Storage

Utility Building Sketch "Laundry room

The large storage/utility building is located neamnufactured home on the homesite at the north
end of the property. The building contains appraately 836 square-feet of enclosed space
(includes the closed laundry porch) and has twemxporches (76 square-feet and 48 square-
feet).

The actual age of this building is unknown, angpipears that it may have been built in at least
two events.

Exterior siding is a mixture of wood-clapboard amabd-lap siding. The exterior paint is in fair
condition.
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The building is on a pier and post foundation. €hst side of the building (the ‘rear’ picture
above) is suspended by piling over a small creedtaargh. According to the owner, this
building suffered settling due to erosion of tharfdation in a significant flooding event. The
floor in the interior of the building (not the ladny room) are uneven.

The owner uses a closed porch on this buildinglaaradry room (shown above) and the balance
for marginal storage.

The roof is corrugated metal and leaks in placéschvmarginalizes the use of the building for
storage.

In spite of the foundation issue, if the roof orsthuilding were repaired/replaced it could
provide reasonable utility for storage for an indiéé period.

Description of the Small Utility Building

Storage Building
iz 176.0 5f

N

11°
Utility Building Sketch

The small (176 square-foot) storage/utility builglis located west of the large utility building.
This is a wood-framed storage building that is misfied on the interior. There is no power
connected to the building and it is used for ytiditorage. The building is wood-framed, has
unpainted wood siding, a composition shingle rauf a pier and post foundation. The owner
said that friend gave it to him. He loaded it amnuek and moved it to the subject site. With
average maintenance this building could give wytilidefinitely.
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Highest and Best Use

Highest and Best Use is defined Thye Appraisal of Real Estate, Twelfth Edition, as:

The reasonably probable and legal use of vacadtdammproved property, which
is physically possible, appropriately supportedaficially feasible, and that results
in the highest value.

The first step in determining the highest and lisstof an improved property is to determine the
highest and best use of the site as though vaddms. step reflects the fact that land value is
derived from anticipated potential use and is ddpahupon the nature of that potential use.
The second step involves determining a hypotheitilea! improvement to be used in the third
step, where the highest and best use of the sudgantproved is determined by comparing the
existing (or proposed) subject to this ideal.

There are four critical tests in determining thghleist and best use.
The use must be legal.
The use must be physically possible.
The use must be financially feasible.
The use must be maximally productive.

As the subject is an improved property, these tesist be applied to the property both as vacant
and as improved.

Highest and Best Use of Site as Though Vacant

This first step in the process of determining hgjtend best use assumes that a parcel of land is
vacant or that it can be made vacant through déimolof any improvements. The question to
be answered in the analysis of this type of highadtbest use is: "If the land is vacant, what use
would be made of it?" That is, what type of builglior other improvements (if any) should be
constructed on the land? In determining this fiamctit is useful to discuss the subject property
in relation to the four tests mentioned in the pras text.

Legally Possible

* The entire subject property is zoned A-1 Agricudtby Grays Harbor County. This zone
has a minimum lot size of 10-acres for newly diddiend. Smaller sites created prior to
the zoning ordinance are legal non-conforming uses.

* The subject of this report — at 27.51-acres, ctaddlly be divided into two parcels.

* The A-1 zoned area generally follows the WishkabeRgoing north and south from the
subject (where it is in Grays Harbor County) andassidered appropriate for the subject
property. There is no known reason to change thgesuzoning.

* There were no known legal restrictions or legaittions that would prevent
development of the subject site.

» There are significant areas on the subject propbéatlymay be wetlands. It is not legal to
fill and/or disturb wetlands without significantrpatting.
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There were no private restrictions noted

Physically Possible

The subject site is level and all available ughtiwhich include Aberdeen water,
electrical power, telephone, and television cahie)available and in service to the north
end of the parcel.

The subject of this report — at 27.51-acres, cpulgsically be divided into two parcels.

There were no known legal restrictions or legaltitions that would prevent
development of the subject site.

There are significant areas on the subject profkdalymay be wetlands. It is not legal to
fill and/or disturb wetlands without significantnpatting and/or mitigation. It is not
known whether there is sufficient area on-sitelmaamitigation were any of the wetland
areas to be disturbed.

On-site septic systems are common in this neigtdmath If the site were vacant it would
be physically possible to develop the site witkepte system.

Financially Feasible

The subject of this report — at 27.51-acres — ctaedtinically be divided into two
parcels. The site is not configured for easy dgwalent. Given the configuration it is
not likely that it would be possible to create tparcels out of the one parcel with both
have direct access to the Wishkah Road. It isghiabthat the construction of an
access road to a hypothetical second lot wouldirediue construction of an access
road over the portion of the property adjacenh®\Wishkah Road. Due to the issues
with the configuration of the property and the ltmpography (wetland areas), it is
likely that permits for an all-weather access rtzad second parcel would be difficult
and/or costly to obtain due to environmental rasis¢, engineering costs, and
mitigation of intervening wetland areas. Given plogential value of a potential second
site, the cost of permitting and installing a ré@a@ second 10-acre parcel would at
least offset (or possibly exceed) any potentiaticial gain.

The subject site has good visibility and directesmscfrom the Wishkah Road.

If the site were vacant it would be difficult towddop an on-site sewage disposal system
that would meet the current requirements. It matye impossible, but it would likely

be expensive as the system would have to be engohe&he system would probably
have to be installed in the filled area near themend of the property.

As has been discussed previously in this repagtfldod zone insurance system is in a
state of potential change. Future premiums foetigped properties in areas of flood
zone hazard are projected to be significantly iaseel, adding a perpetual annual burden
to the cost of insuring any dwelling on a flood4pecsite. While this can be overcome to
some extent by altering the design of the foundadioa dwelling (essentially on

concrete stilts), the availability of other nondtbaffected property would effectively
compete with the subject — effectively reducing dathand value of the property.

An adjoining parcel on the south that is very samib the subject property in many ways
recently sold (July of 2013). This property is e®ped with a small cabin, City of
Hoquiam public water, and an electrical servicew&ge disposal is by a compost toilet
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— there is no septic tank. The purchaser — angrineeding owner — purchased the
property for use as a seasonal recreational psop@&tey enjoy fishing, and either fish
the Wishkah or use the site as a base to fish otrers in the area. He and his family
use the property during the summer months. lossible — if the subject site were
vacant — that the north end of the property (wliak been filled to a slightly higher
elevation) could be developed for similar use.

As will be shown later in this report, there isnaadl amount of merchantable timber on
the property. After consideration of the valudha timber in relation to the potential
damage that removal of the timber would do to #éleetic value of the property for
recreational purposes, | have determined that rahathe timber is not indicated.
Rather, the aesthetic value of the timber is inetuoh a qualitative manner in the overall
value of the property. The subject property hawtéid uses as it is, and the removal of
the timber would reduce even further the potenisa of the property for low-impact
water oriented recreation. The removal of thestigeuld essentially offset any short-
term monetary gain offered by the sale of the timbe

Based on the preceding discussion and analysesgldetermined that the most
financially feasible use of the property as thougbant would be as one single site for
use as low-impact water-oriented recreation arafoarginal homesite for development
of a single-family residence. Both of these usesld/preclude the removal of the trees
on the site. These two uses would compete with etiter and would result in a similar
value indication for the property.

Maximum Productivity

The only known uses of the property (as though ngdhat meets the requirements of
the first three tests is sale of the property assingle site for use as low-impact water-
oriented recreation and/or a marginal homesiteléwelopment of a single-family
residence. Both of these uses would precludeaimeval of the trees on the site. These
two uses would compete with each other and wouddlrén a similar value indication

for the property.

Conclusion of Highest and Best Use as Though Vacant

Based on the preceding analysis, the highest astduse of the subject site as though vacant was
determined to be sale of the property as one sBitgdor use as low-impact water-oriented
recreation and/or a marginal homesite for develogroga single-family residence. Both of
these uses would preclude the removal of the teeéke site. These two uses would compete
with each other and would result in a similar vahuication for the property.
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Highest and Best Use of the Subject as Improved

In this section the existing improvements are atgrgd using the same tests as were used in the
analysis of the site as though vacant; legal, glaysind financial to determine if it the subject
building provides the best use of the subject site.

Legal Permissibility

* The current use of the property as improved igallend allowed use. It would be
legally permissible to continue use of the propesdyt is currently improved.

* It would be legally permissible to demolish all ihgorovements.

* It would be legally permissible to remove the mactiired home and replace it with
another manufactured home. However, the replaceai¢he home would have to have
the same footprint of the existing home, or be smallf the footprint were to be
increased or if the manufactured home were to placed with a site-built home with a
larger footprint a process called a ‘Reasonable BEseption’ would have to be
implemented. There is no guarantee that an iner@asild be granted.

* It would be legally permissible to repair and/omm/e any of the existing structures on
the site provided that the footprints were not eged.

* There is little likelihood that the subject zonwvdl be changed.

Physical Possibility

* The current use of the property as improved igallend allowed use. It would be
physically possible to continue use of the propagyt is currently improved.

* It would be physically possible to demolish all thgorovements.

* It would be physically possible to remove the mactidred home and replace it with
another manufactured home. However, the replaceai¢he home would have to have
the same footprint of the existing home, or be smallf the footprint were to be
increased or if the manufactured home were to placed with a site-built home with a
larger footprint a process called a ‘Reasonable BEseption’ would have to be
implemented. There is no guarantee that an iner@asild be granted.

* It would be physically possible to repair and/anove any of the existing structures on
the site.

Financial Feasibility

* The property is improved with a 1964 single-widenafactured home that was installed
on the site in 1968. The manufactured home is atar the end of its economic life.
Exacerbating this problem is that the primary tseafrce in the home is a woodstove
and there are only two other electric heaters.eGihe preceding, it is almost a
certainty that the subject property could not bariced in a typical manner using the
existing manufactured home as a primary residenicedilateral.

* The existing mobile home could be removed and angibirchased for replacement.
This replacement could be another used manufachoea of similar size or a new
manufactured home of similar size.
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» Itis speculative to assume that the footprintef manufactured home could be
enlarged.

* A 644 square-foot (or 672 square-foot) residenceasginally adequate for a full-time
residence in this market. It is more likely thatls a residence would be used as a cabin
for water related recreational use. These usesdwmmpete with each other and would
result in a similar value conclusion.

* According to Garrett Dalan of the Grays Harbor QguEnvironmental Health the
current septic system could be legally used indtefinas long as it continued to operate
correctly (did not fail).

» According to public records, the existing septitktavas installed in November of 1967.
This would make sense as the owner of the propexdycommented that the trailer was
installed in 1968. According to the permit, thektas a 750-gallon concrete tank. The
permit had a comment that the tank was ‘located 6iti, which would indicate that the
existing homesite had been filled to some extentévelopment. The drainfield length
is listed on the permit as being 56-feet long,@ltih the attached sketch (to the permit)
shows a 50-foot long drainfield with a trench widtt30 inches. This would be
approximately 125 square-feet of drainfield ar@acording to Garrett Dalan a repair
field — if necessary — would probably require sdmreg like 800 square-feet of area.

» If the septic tank did fail, the county would madeery effort to allow the system to be
repaired. The protocol for the repair is:

* The repair must meet current code
« If the current code cannot be met then the nextdmenario must be used

* The repair requirements will be based on the bestable solution, and not
based on the cost of the repair.

* The existing system is currently for a 2-bedroosidence. It is not likely
that a repair to the system would be allowed ifréy@air were to be enlarged
to accommodate a larger residence.

» Atypical repair system could cost in the rang&1?,000 depending on the
design and the environmental health requirements.

* The location in a Flood Hazard Zone A is not anéss the repair of the
septic system.

* The subject site floods when the river rises. veriflood is not considered a
significant issue and would not preclude the itsti@n of a septic tank and/or
the repair of a septic tank. The rationale is thatriver floodwater does not
stay on the site and pool. It is generally mowatighe time it is there and
generally goes away after a relatively short period

* With the exception of the proximity to the rivengse issues are no different
than those faced by many other properties withiségks in this area.

» It would be financially feasible to continue usetloé existing manufactured home on a
marginal basis as a recreational cabin or a fulktresidence for an interim period until
such time that it is feasible to replace it witlodrer structure or manufactured home
with an equivalent footprint. Demolition of the mdactured home is not indicated at
this time.
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The utility buildings on the site are adequate &etrthe needs of a typical residence
and/or recreational cabin in this neighborhoode Tdof on the large utility building
could be replaced, the foundation leveled, anceitterior painted. These repairs would
make the building functional for an indefinite metiand would cost significantly less
than removing the building and replacing it withew structure. This type of storage/
utility building is very common in this area onigential properties of all types. A
future owner may decide to demolish this buildibbgt others might have a use for it.
Demolition of the utility building improvements it indicated at this time.

In summary, | have determined that it would berimally feasible to continue to use
the subject property as currently improved for adetermined interim period.

There is a relatively small amount of merchantainider on the property. After
consideration of the value of the timber in relatio the potential damage that removal
of the timber would do to the aesthetic value efphoperty for recreational purposes, |
have determined that removal of the timber is ndidated. Rather, the aesthetic value
of the timber is included in a qualitative manmethe overall value of the property. The
subject property has limited uses as it is, andehsoval of the timber would reduce
even further the potential use of the propertyidar-impact water oriented recreation.
The removal of the trees would essentially offsst short-term monetary gain offered
by the sale of the timber.

Maximum Productivity

The only use of the subject property that satighesfirst three tests is continued use of
the property as currently configured for an unknomterim period. Demolition of the
existing improvements is not indicated at this tinddso, removal or logging of the
merchantable timber is not indicated.

Conclusion of Highest and Best Use as Improved

| have concluded that the highest and best udeeafubject as improved is continued use of the
property as currently configured for an unknowrerimh period. Demolition of the existing
improvements is not indicated at this time. Alsmoval or logging of the merchantable timber
could damage the value of the property to a greatimt than realized from the sale of the
timber. Sale of the timber is not indicated.
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Valuation

Introduction

The information considered in the valuation of teéal property known as the John J. Shultz
Property, 3134 Wishkah Road, Aberdeen, Washing8&20, and the methods used are
described in the following paragraphs.

Real Property

In any determination of value, local market dasought on such factors as sales and offerings
of similar property and tracts of vacant land, euatrprices for construction materials and labor,
rentals of similar properties and their operatingemses, and current rates of return on
investments and properties. From these data,ue v&ldeveloped for the land and the property
as a whole. Three generally acceptable approdohedue may be used:

Cost Approach
Market or Sales Comparison Approach
Income Capitalization Approach

In conducting an appraisal investigation and foatinfy an opinion of the fair market value for a
commercial property, consideration is usually git@all three traditional approaches to the
valuation of improved real property.

The Cost Approach requires the appraiser to estitinat reproduction or replacement cost new
of the building and improvements, subtract the dejption due to all causes, and then add the
value of the land. In the valuation of a propettyeloped with newer buildings the cost
approach can be a significant indicator of valt®wever, the subject property has a
manufactured home that is at or near the end etcisomic life, an older utility building that is
of unknown age that could be as old as 60-yeansweer utility building, and a marginal
woodshed. Due to the actual age and estimatedtiie#eage of the manufactured home and the
large utility building | have determined that tr@stapproach is not reliable in determining a
market value for the subject property as improvétis approach was not used.

The value of the site as though vacant is typigadlsformed within the cost approach. As itis
necessary to estimate the site value for use ifoll@ving sections | have estimated the site
value in a section of this report immediately pobog the sales comparison approach.

In the highest and best use section of this rdpetermined that the highest and best use of the
property was continued use in its current configareas a residential or recreational property.
The sales comparison approach is the most apptepniethod for the valuation of a property of
this type and the sales comparison approach wiasl r@h as the sole valuation technique in this
report.

The Income Approach to value is a technique whetkéyet income of an income producing
property is capitalized at a rate which providestarn of interest on the money invested and a
recapture of the capital investment in the improgetover a reasonable term of the investment,
i.e., it converts the income stream into valuee irfcome approach is not considered meaningful
or accurate in the value of a single-family dwelin this market. This approach was not used.
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Site Valuation

Overview

In the highest and best use section of this rdpbgtermined that if the subject site were vacant
that the highest and best use of the subject siteaugh vacant was to be sale of the property as
one single site for use as low-impact water-origmezreation and/or a marginal homesite for
development of a single-family residence. Botlhefse uses would preclude the removal of the
trees on the site. These two uses would compéteeach other and would result in a similar
value indication for the property.

There are two database systems that provide repéfy data in Grays Harbor County and /or
Pacific County. | have access to both of the dedalsources. One of the two database systems
is the Real Market Data Service (RMD). This systeatudes every sale that occurs in the
county and can be searched electronically usingrakdifferent parameters. The data is
updated every two weeks via e-mail. The secona stadrce is the NorthWest Multiple Listing
Service (NWMLS). The NWMLS only includes salespobperties that pass through a real
estate brokerage. However, the sorting and asabfysthe NWMLS data is much better and

more capable than that of the RMD system, whichafra®st no analysis capacity.

| initially researched sales of residential homessih the Wishkah and East Hoquiam Road areas
that would conceivably compete with the subject affier valuable insight into a value for the
subject property. Therefore, | expanded the rebe@rinclude all similar areas in the entire
Grays Harbor County area. | also included riverfreales in Pacific County. The reasoning was
that an individual purchasing the property for eational use would also consider the rivers
located in Pacific County. The distance from thean areas in Puget Sound would be only
slightly shorter to the subject than the distarca site in Pacific County.

Due to the current economic conditions there has lienited demand for vacant parcels in
general as it is much less expensive to purchasgiating home than create a new one. The
result is that there is very limited sales datthanrecent past.

| limited my research to the preceding two yearsrdo the date of value.

As shown later in this report, | resolved to a peit value for the 2.5-acre homesite area of
approximately $6,000 per acre. | resolved to aypetrvalue for the remaining 25.1-acres of
$1,500 per acre. After combination of these resivalues, the overall value was $52,500,
implying an overall per-acre value for the subjaperty of $1,909. The market data set clear
upper and lower limits for the subject propertyuaion.

A detailed description of each of the propertiesduis the valuation of the subject property as
vacant begins on the following page. Following fitienal detailed description of the properties
is a summary of the more significant charactegsticthe comparables. This summary is then
followed by an analysis and reconciliation of tlzdue of the subject site as though vacant.
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Aerial View from 2009 Orthophoto.

Location:

Legal Description:

Date of Sale:
Documentation:

Grantor:

Grantee:

Sale Price:
Days On Market:

Sale Analysis:

Site Prep:

Zoning:

Terms:

Land Size:

Unit Price:
Confirmed with:
Confirmed by:

Confirmation Date:

Land Sale No

GIS Deplctlon (Ihw nghllght)

XXX Highway 101
Hoquiam, WA 98550

Assessor Parcel #181022320030;
06/08/2012
Warranty Deed No. 2012-06080058

John K. and Edith Beebe
2465 Ala Wai Boulevard #201
Honolulu, Hawaii

Patrick and Virginia Bly
PO Box 131
Kurtistown, Hawalii

$15,000
416

According to the listing/selling agent, this proyewas overall very
low-lying. It was his opinion that the propertyutd not be easily
developed with a septic tank — if at all. The pagers purchased it
for use as a recreational site.

The site is wooded at the road’s edge, but faliskiyto a flat
grassy area. If the sewage problem could be owegdbe property
could be developed with a home at the edge ofdad, but it would
be very costly and difficult. The lower portiontbie site floods.
G-5 General

Cash

13.7-acres

$1,095 per acre

The listing/selling agent, Arthur D. Sartwell (3683-4700)

Keith D. Thurman

March 13, 2014

Comments: According to the agent the purchaser bought ttopenty for
recreational use.
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Location:

Legal Description:

Date of Sale:

Documentation:

Grantor:

Grantee:

Sale Price:

Days on Market:

Sale Analysis:

Site Prep:

Zoning:

Terms:

Land Size:

Unit Price:
Confirmed with:
Confirmed by:

Confirmation Date:

Aerial View from 2009 Orthophoto.

Site map from G&gords.

17 XX East Hoquiam Road
Hoquiam, WA 98550

Assessor Parcel #181013440010;North 660-feet dB5Rorth and
West of Road Less Portion Platted Less Tax 3 & IN6BO-feet of
Lot 7 East of Slough Less Portion of Tax 1

4/22/2013
Warranty Deed No. 2013-04220021

L & C Dynasty LP
PO Box 798
Snoqualmie, WA 98065

Michael L. Kelley

6217 Flora Avenue

Seattle, WA 98108

10,500

651 days

According to the listing/selling agent, this proyewas overall very
low-lying. It was his opinion that the propertyutd not be easily
developed with a septic tank — if at all.

According to the agent the property had a driveatagne time, but
at the time of sale it had grown over and it wasspussible to drive.
The site had a complete cover of trees and naggetation.

G-5 General

Cash

7.19-acres

$1,460 per acre

The listing/selling agent, Michael Perram (360-3280)

Keith D. Thurman

March 13, 2014

Comments: According to the agent the purchaser bought ttopegmty for
recreational use.
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Land Sale No 3

N 7 J
N
IS Depiction (Wsv Highlight)

" s .

mesite

River View

Location: 5457 Wishkah Road

Aberdeen, WA 98520
Legal Description: Assessor Parcel #200831240020;
Date of Sale: 10/30/2012 This property also sold in 2004
Documentation: Warranty Deed No. 2012-10250039
Grantor: Daniel Warner and K Skip Patten

3854 Squilicum Road
Bellingham, WA

Grantee: Son Nguyen and Xuan Nguyen
13115 SE 2% Place
Bellevue, WA 98005

Sale Price: $105,000

Days On Market: 93

Zoning: G-5 General
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Terms:

Land Size:
Unit Price:
Confirmed with:

Confirmed by:

Confirmation Date:

Comments:

$64,000 in cash down to a seller-held note and dé&dst. Terms
were not forthcoming.

29.26-acres

$3,058 per acre

The listing/selling agent, Cheryl Goethals Mes8610¢470-8744)
Keith D. Thurman

March 13, 2014

According to the listing/selling agent, two-acresresrremoved from
timber classification and were designated residénfihe developd
residential homesite is located on a high-bank aidaa well and
driveway in-place. Power was in the street, addsgn for a septic
tank had been completed and was included, althiiwgds not
installed. There is trail-access to the river frila homesite.

According to the agent, the purchaser bought tfupgrty for
recreational use and may build a house there. plihghaser also
considered the timber as an investment, but wasurethe would
ever cut it. In any event the timber crop was appnately 10-years
(or more) from being harvested.

This property had significant topographic reli@here were rocky
ridges. The homesite is significantly higher ttiaa river level.
The homesite was not in a flood zone.
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Location:

Legal Description:

Date of Sale:

Documentation:

Grantor:

Grantee:

C02014

Aerial View from 2009 Orthophoto. Site map from G&Rords.

500 South Bank Road
Elma, Washington

Assessor Parcel #170518340010; LOTS 12 & 13 LS BRRD LS
TAX 18; NE NW NELY OF CO RD & NW NE E OF RD LY
NELY OF LI SEC 19 (AKA LOT B OF BLA 99-01906)

6/28/2013

Warranty Deed No. 2013-06280052
Albert and Sandra Zepp

225 Dunlap Rd.

Elma, WA

Hunter Brothers LLC

E 1921 Highway 106
Union, WA 98592

Sale Analysis: Analysis/allocation of the sale at 500 S. Bank Rd
as per Albert Zepp - the seller
Description Amount
Sale Price $200,00P
Number of Overall Acres 69.71
Overall Per Acre Value $2,869
Homesite Estimated Contributory Value $60,000
Estimated Acreage 5
Estimated allocated land value $140,000
Estimated remaining excess land 64.71
Estimated allocated per-acre land value $2,163
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Site Prep:

Zoning:

Terms:

Land Size:

Unit Price:
Confirmed with:

Confirmed by:

Confirmation Date:

Comments:

This is a 69.71-acre parcel. We estimate thataqmately 64.71-
acres are pasture land and approximately 5-acrebecased for a
home-site.

A-2 (Long Term Agricultural)

Cash

69.71-acres

Please refer to the analysis on the preceding page.

The seller Albert Zepp

Eric C. Sorensen and Keith D. Thurman

November 15, 2013

This property was purchased by Hunter Brothers, kbh.Gse the
site for agricultural use. According to the setle® buyer has no
plans to develop this site at this time. Althoulis foroperty does
have the potential use as a single-residential ksitee

This site had a 30’ X 80’ loafing shed that wapaor to fair
condition according to the seller. When the salegpivas negotiated
the loafing shed was not given any additive vallrere were no

other improvements on site. This site also hadtilities on site at
the time of sale. This site had no marketable tmaolpesite.
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Land Sale No 5

Location:

Legal Description:

Date of Sale:

Documentation:

Grantor:

Grantee:

Sale Price:

Days on Market:

Sale Analysis:

Site Prep:

Zoning:

Terms:

Land Size:

Unit Price:
Confirmed with:
Confirmed by:

Confirmation Date:

Aerial View from 2009 Orthophoto.

Lot 2 Riverview Drive
Humptulips, WA 98552

Assessor Parcel #201007340020;SE of SW lying Sdyt&e
Easterly of Olympic Highway (aka Hanson Road) amatN of
River.

2/05/2014
Warranty Deed No. 2014-02050022

Terrapointe LLC
1901 Island Walkway
Fernandina Beach, FL

Gordon Quayle

27682 Paseo Barona

San Juan Capistrano, CA

$30,000

28 days

According to the listing/selling agent this proyenad an area that
could be developed on the north side without diffiz It was his
opinion that the property could easily developethwi septic tank.
According to the agent the property had a driveatagne time, but
at the time of sale it had grown over and it wasspussible to drive.
The site had a complete cover of trees and naggetation.

G-5 General

Cash

4.8-acres

$6,250 per acre

The listing/selling agent, David Dagnen (360-5338)3

Keith D. Thurman

March 13, 2014

Comments: According to the agent the purchaser bought ttopenty for
recreational use and may eventually build a hoabéic
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View on the site " View on the site

Location:

Legal Description:

C02014
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Site map from Gigords.
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4171 Wishkah Road,
Aberdeen, WA

Assessor Parcel #190935340020;Lot 1 of LLS 07-Malaime 1,
Page 140

Date of Sale: 7/30/2013
Documentation: Warranty Deed No. 2013-07300014
Grantor: Bruce Van De Wall
PO Box 246
Aberdeen, WA
Grantee: Justin and Kristy Haskey
47 Wishkah Road
Aberdeen, WA
Sale Price: $40,000
Days on Market: 256 days
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Sale Analysis: According to the listing/selling agent this progenas a good-
quality building site nine-miles up the Wishkahhefe were no
issues with site-development. Aberdeen water wasadle and a
septic tank perk test had been performed and gguas

Site Prep: This site had large cleared areas that were covergass. Very
minimal site-prep would be needed.

Zoning: G-5 General

Terms: Cash by means of a conventional land loan.

Land Size: 5.1-acres

Unit Price: $7,843 per acre

Confirmed with: The listing/selling agent, Debora A. Wood (360-24851)

Confirmed by: Keith D. Thurman

Confirmation Date: March 14, 2014

Comments: According to the agent the purchaser bought thopgnty to use as a
homesite.
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Land Sale No 7

| SSA 74-8

-~ 230100
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O / 230060 . | TX 5
g e 177 255.2 “‘
- UndevelopedRoag ™
Aerial View from 2009 Orthophoto. Site map from G&gords.
Location: Near Polson Camp Road
Hoquiam, WA
Legal Description: Assessor Parcel #191001230090; Tax Lot 8
Date of Sale: 7/05/2013
Documentation: Warranty Deed No. 2013-07050075
Grantor: William F. Ryan
421 Turner Street NE
Olympia, WA 98506
Grantee: Reagan C. and Alyssa Calloway
24 Polson Camp Road
Hoquiam, WA
Sale Price: $6,000
Days on Market: Unknown
Sale Analysis: This is a vacant parcel that was purchased bydfwenéng owner.

The access road was not developed.

Site Prep: This site is completely covered with trees and otegetation.
Significant clearing will be required. Once clefirthe site is large
enough to support a stand-alone homesite and teutttveloped as

such.
Zoning: G-5 General
Terms: Cash
Land Size: 1.5-acres
Unit Price: $4,000 per acre
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Confirmed with: Public records. All attempts to contact a printipare not
successful during the writing of this report. Nalloway does not
have a listed number and was not home when thevagerisited. A
telephone number for the seller could not be foufilde property
sold without the benefit of an agent or broker.

Confirmed by: Keith D. Thurman
Confirmation Date: March 14, 2014
Comments: This property was purchased by the adjoining nesgli the west.
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Summary of the Market Data
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Land Sales Summary
Original Recorded Total Homesite Homesite Adjusted Adjuséd Remainder Wit
Description Sale Date List Price Sale Price Acres Horséte Size (Ac) EstValue Sale Price  Acres Price/Ac  Tyj

\Larger Riverfront Class Sales - Wetland or Floodingssues
L-1 XXX Highway 101, Hoquiam, WA 6/8/2012  $25,000 $1600 13.70 No 0 $15,000 13.70 $1,095 Rper
L-2 17 XX East Hoquiam Road, Hoquiam 4/22/2013 $46,5C810,500 7.19 No 0 $10,500 7.19 $1,460  Rjver
L-3 5457 Wishkah Road, Aberdeen ~ 10/25/2012 $115,0005800 29.26 Yes 5 $30,000 $75,000 24.26 $3,092  River
L-4 500 South Bank Road, Eima, WA 6/28/2013 N/App $R00, 69.71  Yes 5 $40,000 $160,000 64.71 $2,473  River
Mean $2,030
Median $1,966
Homesite Class Acreage Sales
L-5 Lot 2, Riverview Drive, Humptulps ~ 2/5/2014  $55M0 $30,000 4.80 Yes 4.8 N/App $30,000 4.80 $6,250  River
L-6 4171 Wishkah Road, Aberdeen 7/13/2013 $49,000 $40,05.10 Yes 5.1 N/App $40,000 5.10 $7,843 Npne
L-7 Near Polson Camp Road, Hoquiam  7/5/2013 Unk $6,000.50 1 Yes 1.5 N/App $6,000 1.50 $4,000 None

Mean $6,031
Median $6,250

Unit of Comparison

The unit of comparison that | determined approprtatthe valuation of the subject is the price
paid per acre. This is the common factor of congparused by market participants for this type
of property in this market.

General Discussion on the Valuation Process

Due to the limited data available, | did not fintygoarcels of property that combined the subject
elements of river-frontage, filled area for homesénd quality of land. After review of the
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available data, | determined to develop a ‘blendaserall value for the property based on two
types of comparable data.

| discovered two sales of properties that werelamwith respect to river-frontage and type of
land. These two sales had been purchased foratemral use and probably could not support a
homesite with a septic tank within a reasonablé. cbhese two sales were used to estimate a
value for the portions of the subject property tt@ild not be economically developed.

The area of the subject property that could nadmomically developed was determined to be
all but the north 2.5-acres of the subject propattthe northern apex. | estimated this
hypothetical 2.5-acre using aerial photographs@iglinformation. This homesite area is
approximately the northern 450-feet of the propartgl approximately includes the filled area
where the existing homesite improvements are ldcate

To estimate a ‘homesite’ factor to apply to thethem apex of the subject property | researched
sales of pure ‘homesite’ properties. These wedessH acreage parcels that that did not have
developmental issues.

| also discovered two sales of riverfront propenigt combined the riverfront element with the
homesite element. Using the ‘pure’ homesite salasalyzed them by deducting the value of
just the homesite area to determine a remaindeeial the less-valuable acreage.

In the direct comparison valuation process, as ealshis compared to the subject property, it is
analyzed for any significant dissimilarity. Whesignificant dissimilarity is observed, a
compensating adjustment is considered.

In considering the data presented in this repattiéosubject parcel, adjustments have been
considered for the following elements of comparjsan, time, location, abstraction of
improvements, associated development consideratwotsvation of seller/purchaser, and size
regression. In an ideal real estate market, dis@#justment amounts are abstracted from
analysis of the comparable sales for each elenferttroparison. However, such ideal market
rarely exists, and for most of the elements of cangpn this was particularly true. Therefore,
with the exception of the adjustment for abstracbdimprovements, the sales data presented in
this report have been considered in a qualitatigemer in relation to the subject property.

In a qualitative analysis, the sales data are densd based on their individual differences and
the comparison with the subject property are madarooverall property-to-property basis. In
such comparison process, the valuation contempdatash or cash equivalent basis. As such,
no additional cash equivalent adjustments were natiee sales in that the unit prices employed
in this analysis have already been adjusted to egslvalency as necessary.

The following paragraphs set forth general consiti@ns made in connection with each of the
foregoing noted elements of comparison.

A location adjustment becomes necessary when tatidmal characteristics of the sale
properties and those same characteristics of thiecproperty are different and the appraiser
concludes the market would react to this difference
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An adjustment for Motivation of Purchaser/Selldesinto account non-market consideration
made by principals in certain of the transactidra treate a clearer perspective of how these
transactions reconcile with the comparable salasate more clearly arm’s length.

A size regression adjustment considers the effiesize upon the price paid. Generally, all other
things considered equal, a Larger Parcel will feeglless per unit than a smaller parcel. In the
case of the sales employed in these analysesrtheshles substantially larger or smaller than
the subject likely require some size regressiorsicanation and such consideration was made in
the overall comparison process. In the case sfréport, the size regression adjustment reflects
the difference in overall acreage between the stibjed the comparables.

A time adjustment becomes necessary when a differexists between the date the comparable
sale transaction occurred and the date on whicBubgect property is being valued, and
economic conditions have changed during the intetimthe case of this appraisal report |
determined earlier in this report that the marlkset been declining at the rate of approximately
0.7% per month, or approximately 8.4% per yearweieer, the data used to determine that rate-
of-decline included properties of all types, thgamnty of which were single-family residences.
My anecdotal observation is that site-values dediwithin one or two years after the 2008
bubble, and became somewhat stabilized after Batause of this, | did not make a

guantifiable adjustment for date of sale. Ratheonsidered the time element in a qualitative
way.

Additional factors considered are access, viewm@k and site preparation.

Reconciliation of the Sales Data

Comparable Sale No L-1is a medium acreage parcel about half the sitleeo$ubject property.
This property is located on Highway 101 north ofgdiam. The property falls off almost
immediately from the adjoining highway down to avlfiat area that river-floods. The area
adjacent to the road is very narrow and it is rk@ly that the property could be developed with a
homesite.

This property was on the market for 416 days. dswriginally listed at $25,000, which was
speculative pricing for a property of this type.

The analysis below refers only to the low-lying eender (total less the hypothetical homesite).

Location: Similar.
Seller Motivation: Similar
Size Regression: Downward (13.7-acres)
Access: Similar
Aesthetics: Upward ( no tree cover)
Flooding: Similar
Site-Preparation: Similar to low-lying area of subject
Cover: Very little vegetative cover. No timber.
Merchantable Timber: None
Overall Rating: Upward
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Comparable Sale No L-Zs the recent sale of a riverfront property onBHast Hoquiam Road.
The site is very low and similar to the low-lyingeas of the subject. This property is the most
similar with respect to the low-lying areas of thdject.

This property was on the market 704-days, whidttisbuted to the speculative pricing when it
was first listed.

The analysis below refers only to the low-lying eender (total less the hypothetical homesite).

Location: Similar.
Seller Motivation: Similar
Size Regression: Downward (7.19-acres)
Access: Similar
Aesthetics: Similar
Flooding: Similar
Site-Preparation: Similar
Cover: Similar
Merchantable Timber: Similar
Overall Rating: Similar

Comparable Sale No L-3s superior to the subject in many ways. It hateared homesite on

the upper part of the property near the road amelvaloped access. According to the agent most
of this property was high, with the largest part oiithe flood zone. | analyzed this sale by
estimating the value of the homesite from the sesfeHomesite-Class sales (L-5 through L-6),
deducting the homesite value and homesite acreagethe total sale price and total acreage,
and then divided by the remaining acreage to deteran estimated value for the remainder.
Because this homesite was out of the flood zodetdrmined that the 5-acres selected for
analysis was most similar to L-5 in terms of ovievalue. This property was superior in site-
preparation, cover, merchantable timber.

The analysis below refers only to the low-lying eender (total less the hypothetical homesite).

Location: Similar

Seller Motivation: Similar

Size Regression: Similar (25.26-acres remaining after 5-acre ésite)
Access: Similar

Aesthetics: Downward

Flooding: Downward

Site-Preparation: Downward

Cover: Downward

Merchantable Timber: Downward

Overall Rating: Downward

Comparable Sale No L-4is located near Elma and was only included becawsas a riverfront
property that has a large area that river-floodiénwinter. The lower lying area near the river
is cleared and is used for summer pasture andéevigg hay or similar crops. The homesite
was estimated to have a contributory value of axprately $40,000 based on L-6.
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The analysis below refers only to the remainder.

Location: Similar

Seller Motivation: Similar

Size Regression: Upward (64.71-acres remaining after 5-acre hasjes
Access: Similar

Aesthetics: Similar

Flooding: Similar

Site-Preparation: Downward

Cover: Downward — different might be better. Farmland.
Merchantable Timber: Similar due to the farming aspect

Overall Rating: Downward

Comparable Sale No 3s a 4.8-acre riverfront lot that is easily suieafdr a homesite. This site
fronts on the Humptulips river, had a complete vatipee cover MHT sale in the Surfside area.
Unlike the SWUB'’s presented above, this lot is mengilar to a MHT lot sold farther south

down the peninsula. It is a long narrow lot witle tuilding site located near the access road.

The adjustments below were based on comparisontiaat®.5-acre hypothetical subject
homesite, which is relatively cleared and partiéillgd.

Location: Similar

Seller Motivation: Similar

Size Regression: Upward (4.8-acres)

Access: Similar

Flooding: Downward

Aesthetics: Similar

Site-Preparation: Upward

Cover: Upward — this site was completely covered.
Merchantable Timber: Similar due to the farming aspect

Overall Rating: Downward

Comparable Sale No 6s a good-quality homesite on the Wishkah Roadis $ite had
significant clearing and could be easily be impbweth a home with very little prep.

The adjustments below were based on comparisontiaat®.5-acre hypothetical subject
homesite, which is relatively cleared and partiéllgd.

Location: Similar

Seller Motivation: Similar

Size Regression: Upward (5.1-acres)
Access: Similar

Aesthetics: Similar

Flooding: Downward
Site-Preparation: Similar

Cover: Similar
Merchantable Timber: Similar

Overall Rating: Downward
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Comparable Sale No s a relatively small interior acreage site locatedr the Polson Camp
Road, just off Highway 101. An adjoining neighlparchased this property, presumably for
assemblage. The site is out of the flood zonerada complete vegetative cover, some of
which appeared to be merchantable.

The adjustments below were based on comparisontétR.5-acre hypothetical subject
homesite, which is relatively cleared and partiéillgd.

Location: Upward

Seller Motivation: Similar

Size Regression: Downward (1.5-acres)

Access: Upward

Aesthetics: Upward

Flooding: Downward

Site-Preparation: Upward

Cover: Upward — this site is completely covered
Merchantable Timber: Downward

Overall Rating: Upward

General Discussion

The goal of the sales comparison approach is exstle most comparable market sales and
then adjust for differences that cannot be elin@datithin the selection process. As discussed
previously, the elements of comparison include proyprights conveyed, financing terms,
conditions of sale (motivation), expenditures mawediately after purchase, market
conditions (time), location, physical charactecstfe.g. size, shape, frontage, topography),
economic characteristics, use (zoning), and noltyreamponents.

To illustrate the process with respect to the resgpused in comparing the seven properties
presented to the subject, | have used a qualitatiygstment process known as "relative
comparison analysis". This is also referred ta dsracketing analysis".

The following table is a representation of thislgatve adjustment and comparison process that
was used to estimate a supportable value rangbddrarger Parcel. The table also represents
the sequence in which adjustments are made. Agkase note that the adjustments shown are
relative; for example, a physical adjustment mayycaore weight than adjustments made to
other elements of comparison.

Timber Discussion

The S.A. Newman Firm performed a timber cruise mter appraisal in their report dated
March 11, 2014 with a date of valuation of Februbry2014. This ‘Appraisal of Timber’
referred to is attached to this report and is henmetorporated by reference. It is an
extraordinary assumption of this Appraisal Reploat the reader has a copy of the Timber
Appraisal for reference. In the highest and bsstsection of the report | determined that an
added value for the stumpage available on the supjeperty should not be added. Rather, the
value of the timber was considered as part of tlegaldl value of the site. Most of the data
presented had similar vegetative cover.
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Qualitative Sales Adjustment Chart
Subject/Comparable Subject L-1 L-2 L-3 L-4 L-5 L-6 L-7
Description 3134 Wishkah  Hwy 101 17XX E Hpg 5457 Widhk&00 S Bank| L 2 Riverview 4171 Wishah Polson Camp
Sales Price $15,000 $10,500 $105,000 $200,00D $30,000 $40,0p0 $6,0p0
Property Rights Conveyed Fee Simgle Fee Simple FegleSim Fee Simple| Fee Simplé  Fee Simple  Fee Sinjple  FedeSimp
Adjustment $0 $0 $0 $0 $0 $0 $0
Adjustment Price $15,000 $10,500 $105,000 $200,00p $30,000 $40,0p0 $6,0p0
Financing Cashto Seler Cashto Sefer Cash to $€lesh to Selgr Cashto Sejler Cashto Seller Cashligr[SCash to Seller
Adjustment $0 $0 $0 $0 $0 $0 $0
Adjustment Price $15,000 $10,500 $105,000 $200,00p $30,000 $40,0p0 $6,0p0
Market Conditions Arms Length  Arms Length  Arms Lengthrm& Lengthl Arms Length Arms Length  Arms Length  Armsdtér
Adjustment $0 $0 $0 $0 $0 $0 $0
Adjustment Price $15,000 $10,500 $105,000 $200,00p $30,000 $40,0p0 $6,0p0
Improvements Immediately After Sale No No No No No No No No
Adjustment $0 $0 $0 $0 $0 $0 $0
Adjustment Price $15,000 $10,500 $105,000 $200,00p $30,000 $40,0p0 $6,0p0
Abstraction of Improvements/Other No No No Homesite Heitee No No No
Adjustment $0 $0 ($30,000) ($40,000) $0 $0 $0
Adjustment Price $15,000 $10,500 $75,000 $160,00D $30,000 $40,000 $6,0p0
Adjusted Overall Price $15,000 $10,50( $75,00p $160,000 $30,000 $40,000 $6,000
Gross Size (in acres) 27.51 13.70 7.19 29.26 69.71 4.80 10 5. 1.50
Less Homestite (in acres) 2.50 0.00 0.00 5.00 5.00 0.0 0 0.0 0.00
Analysis Size (in acres) 25.01 13.70 7.19 24.26 64.71 04.8 5.10 1.50
Adjusted Price Per Acre $1,095 $1,460 $3,092 $2,473 566,2 $7,843 $4,000
Date of Sale 6/8/2012 4/22/2013] 10/25/201p  6/28/2012 2/5/2014 7/11820 7/5/2013
Market Condition Qualitative (Time) Current Simila Similar Similar Similar Similar Similar Similar
Location Wishkah Rg Simiar Simiar Simiar Simiar ndar Simiar Upward
Seller Motivation None Simiar Simiar Simiar Sinnila Simiar Simiar Simiar
Size Regression - Remainder Acreage 25.01-gcres wniard Downward Simiar Upward
Size Regression - Hypothetical Homgsite 2.5 eAdr Upward Upward Downward
Access Direct Simiar Simiar Simiar Simiar Simiar indar Upward
Aesthetics River Flood Upward Simiar Downward Simia | Downward Simiar Upward
Flooding River View Simiar Simiar Downward Simiar inSlar Downward | Downward
Site-Preparation Minimal Similar Simiar Downward  Damard Upward Similar Upward
Cover Total Upward Simiar Downward Downwarf Upward iBim Upward
Merchantable Timber Minimal Upward Simiar Downwaid  imiar Simiar Simiar Simiar
Overall Analysis Adjustment Reconcile Upward Simiar]  ovibward | Downward| Downward  Downwar Upward
$1,500.00 r > $1,095 | =~ $1,460 < $3,092 < $2,473 < $6,250 < $7,8A;T3 > $4,0p0
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Reconciliation of the Site as Though Vacant

| have determined that the per-unit value for tiyedthetical homesite is greater than that
implied by L-7, but less than that implied by L45dal-6. | resolved to a per-unit factor of
$6,000 per acre for the 2.5-acre hypothetical hitmes

After review of the acreage data | have determihatithe most similar properties with respect
to the subject remainder acreage are L-1 and LHave determined that the per-unit value for
the subject acreage (sans the hypothetical 2.5kmenesite) is greater than that implied by L-1
and approximately equal to that implied by L-2.

Using the above resolved factors, the value obtteeas though vacant can then be calculated as
presented in the table below.

Calculation of Value - Site as Vacant

Per Unit Calculated

Description  Quantity Value Value

Homesite 25 $6,000 $15,00p

Acreage 25.01 $1,500 $37,516

Totals 27.51 $1,909 $52,515
| Rounded $52,500
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Sales Comparison Approach — As Improved

The sales comparison approach involves the praxfessmparing similarly improved properties
— which have recently sold — with the subject propaoting and adjusting for similarities and
dissimilarities between the properties being ageiand sale comparables. Such differences
include time of sale, location, physical charast#s including condition, size and design and
other physical characteristics such as land talimglratio, adequacy of parking space available
to customers, and the nature and condition ofisiprgovements. Also of concern are the
number of available comparable sale propertieantmg terms, buyer and seller motivation and
other factors affecting the final sale price.

This approach has its foundation in the gatherimdyanalysis of commercial properties that have
recently sold for the purpose of comparing the gotiperties to the subject of this appraisal. In
this regard, a search of public records was m&#des of commercial properties in or near the
subject market area were gathered and analyzettitian to sales from other market areas that
provided meaningful data. Informed, prudent, attnal investors pay no more for a property
than the cost of acquiring a substitute propertwie same utility.

Adjustments between the sales and the subject giyogr® made, when necessary, in order to
equate for differences in location, date of saems of sale, physical characteristics, functional
utility, or any substantial difference that the kRetrwould recognize.

Comments on the Valuation of the Property

In the highest and best use section of this rdpetermined that the highest and best us of the
subject property is continued use of the propestguarently configured for an unknown interim
period.

For this valuation | searched for sales of singidenmanufactured homes. | attempted to find
them on sites that were similar to the subject bt was not successful. Therefore, | searched
for sales that most closely resembled the subjegtavements, and made adjustments as
necessary to accommodate the difference in siteevaahd location.

The methodology used for this section of the rejgoidentical to that of a typical residential
appraisal except that the work is not presentadiAD format. In the following pages | present
a sales comparison grid, a discussion of the adprstis, a reconciliation, pictures of the
comparables, and a location map.
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Sales Comparison Grid

FEATURE I SUBJECT COMPARABLE SALE # 1 COMPARABLE SALE # 2 COMPARABLE SALE #3
Address 3134 Wishkah Road 80 O'leary Creek Rd 1640 Ocean Beach Road 49 Hunter Lane
Aberdeen, WA 98520 Aberdeen, WA 98520 Hoquiam, WA 98550 Cosmopolis, WA 98537

Proximity to Subject 8.66 miles SW 13.73 miles NW 13.80 miles SE

Sale Price $ [$ 70,000 B 22,500 [$ 35,000
Sale Price/GLA $ /sq.1t]$ 70.92 /sq it $ 24.35/s.1t $ 37.88/sq.tt|

Data Source(s) Inspection/PubRed | Personal Inspect/App Files Exterior View Exterior View
Verification Source(s) Owner Assessor/NWMLS #363004 Assessor/NWMLS #347519 Assessol/NVWMLS #461125

VALUE ADJUSTMENTS DESCRIPTION DESCRIPTION +(-) $ Adjust. DESCRIPTION +(-) § Adjust. DESCRIPTION +() § Adjust.
Sales or Financing None None REO Sale REO Sale

Concessions Market Conventional 40K Cash Conventional 28K

Date of Sale/Time 02/22/2014 Insp 08/10/2012 Closed 05/24/2012 Closed 07/09/2013 Closed

Rights Appraised Fee Simple Fee Simple Fee Simple Fee Simple

Location Aberdeen Rural Ocosta Humptulips North River

Site 27.51Ac ($52.5K) |[5.2 Ac (45K) +7,500]0.92Ac (6K) +486,500]5.6-Acres (20K) +32,500
View River View Nbhd/Territorial Nbhd/Te rritorial North River

Design iStyle) 1-Wide Man 1-Wide Man 1-Wide Man 1-Wide Man

Quality of Construction | Average Average Average Average
Age 1964 - 50-years 1979 - 33 years 1995 - 17 years 1984 - 29-years

Condition 45-years Similar Repairs +5,000| Similar
Above Grade Total [Bdims| _ Baths | Total | Bdrms| _Baths Total | Bdrms] _ Baths Total [ Bdrms|_ Baths

Room Count 4 2] 1 s [ 3] 2 4000 5 [ 3] 2 4000 5 [ 3| 15 -2,000
Gross Living Area 644 sq.ft. 987 sq.ft. -6,860 924 sq.ft. -5,600 924 sq.ft. -5,600
Basement & Finished None 0 sf 0 sf None

Rooms Below Grade None 0 sf 0 sf None

Functional Utility Average Average Average Average

Heating/Cooling Wdstve/Elec Htrs | EFA/None EFA/None EFA

Energy Efficiert ftems Typical Typical Typical Typical

Garage/Carport None None 1-Garage Det -4,000{4-Car Carport -6,000
Porch/Patio/Deck 402 sf Deck Comparable Comparable Comparable
Rear Deck/Porch 24 sf Comparable Comparable Comparable
Fireplace Woodstove None +2,500|None +2,500|None +2,500
Outbuilding 836sf Poor Cond | 756 sf Poor Cond None +4,200|None +4,200
Outbuilding 176sf Ave Cond 2-Garden Sheds None +2,500|260sf Storage
Outbuilding Min. Woodshed Comparable Comparable Comparable

Net Adjustment (Tatal) [+ - 18 60| X+ [1- [8 47100 DI+ []- |§ 25,600
Adjusted Sale Price

of Comparables $ 69,140 $ 69,600 $ 60,600

Site Adjustments

The largest adjustments in the comparison grid alaog the site adjustments.

The site value for comparable sale No 1 was basdbefollowing sales. The land sales
presented are all located in the Markham (Ocostaket area.

Land Sale Data

Land#SaIe Property Description ~ Sale Date Acres  Sale Price Prlfjiitper
Sale 1 | 161102440040 03/01/12 4.68 $40,000 $8,547.01
Sale 2 161111120060 01/03/12 10.17  $90,000 $8,849.56
Sale 3 171027420010 12/15/10 5.00 $50,000 $10,000.00
Sale 4 [ 746501500100 08/08/11 222 $79,900  $35,990.99
Sale 5 171032120020 02/24/11 12.36  $40,000 $3,236.25

The value of the site for Sale No 2 was based ers#éihes presented earlier in this report with
most weight given to L-7 due to the comparable fazéors.

Sale No 3 is a riverfront lot on the North Rivarhe site-value for that property was based
partially on L-4 through L-7 presented earliertistreport. The location of this comparable is
somewhat remote. The site value was estimated approximately $20,000 due primarily to

the location.
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Miscellaneous Adjustments to the Sales Grid

The gross living areas shown for the comparablkessale estimated based on information from
the county tax records, digest, or actual measumnesndf there were slight variations in size
differences between the actual and estimated, uldvoave a corresponding effect on the
estimate of value.

These adjustments reflect my attempt to adjustlifiéerences between the subject and the
comparable sales in a manner equivalent to theehaghction to these differences. These
adjustments are accepted as typical and common pédréorming residential appraisals in this
market.

In some cases in this report the net, line & gamfjastments exceeded the FNMA guidelines.
This is due to the lack of directly comparable daiid respect to the subject. If other data had
been available that would have allowed adjustmerttsn FNMA guidelines | would have used
it. The data used is the best, most comparabtealatilable. Lack of directly comparable data
is not a function of the marketability of the suttjebut reflects the small size of the subject
market area and the subsequently small pool of eoalte sales from which to choose.

With the exception of the requirement to measutev@lling to within the nearest inch or tenth

of a foot (all measurements are measured to willemearest ¥2-foot), the determination of the
Gross Living Area for the subject of this reportswaade using the American National Standard
ANSI Z765-2003 protocol for measuring single-fantigidences, which was developed as a
standard method of measurement by The Nationaldason of Home Builders.

The adjustments and resultant value-indicationdased on the extraordinary assumption that
all the GLA’s presented in this report were meagwsng the same standards.

No adjustment was made for location or view as @dnsidered in the estimated site value.
Adjustment for GLA was made at $10 per square tdalifference.

Adjustments for bathrooms were based on $4,00@ fall bath, $2,000 for a 1/2 bath. A 3/4
bath is considered equal to a full bath.

Garages were adjusted at $4,000 per car spacepArtavas adjusted at $1,500 per car space.

A fireplace was adjusted at the rate of $2,500fipeplace. If there were two or three fireplaces
the second and third fireplaces were adjusted @0®1per fireplace.

The large subject utility building was adjustecatte of $5 per square-foot in relation to the
outbuildings on the comparable sale sites.

The small subject utility building was estimatedctmtribute approximately $2,500.

Twin Harbors Appraisal Service, Inc. 84 of 89
C02014



Comparable Photos 1-3

Main File Mo AMEC] Page #5]

Borrower/Client Mo Borroweri&mec & Grays Harbor County

Property Address 3134 Wishkah Road

City Aberdeen County Grays Harbor State AdA

Zip Cote

98520

Client AMET and Grays Harbor County

Farm PIC4x6.CR — "WinTOTAL' appraisal software by a la mode, inc. — 1-800-ALAMODE

Twin Harbors Appraisal Service, Inc.
C02014

Gomparahle 1
80 Cleary Creek Rd

Prox. to Suby.
Saks Price
GLA

Tot. Rooms
Tat. Bedrms
Tat. Bathrms.
Loz ation
View

Site

Quality

Age

8.66 miles Sw
70,000

987

5

3

2

Ocosta
INbhd/Terntorial
5.2 Ac (48K)
Average

1979 - 33 years

Gomparahle 2
1640 Ocean Beach Road

Prax. to Subj:
ks Price
GLA

Tat. Roams
Tot. Bedrms
Tat. Bathrms.
Location
View

Site

Quality

Age

13.73 miles N
22,500

924

g

3

2

Humptulips
Nahd/Territarial
0.92Ac (BK)
Average

1995 - 17 years

Comparable 3
48 Hunter Lane

Prox. ta Subj.
Saks Price
GLA

Tat. Roams
Tat. Bedrms
Tat. Bathrms.
Loz ation
View

Site

Quality

Age

13.80 miles SE
35,000

924

5

3

18

MNarth River
MNorth River
5.6-Acres (20K)
Average

1984 - 28-years

8o of 89



Main Fie Mo AMEC] Pane #17]

Location Map

Bamawer/Client Mo Elorr_owerIAmec & Grays Harbor County
Prafery Address 3134 Wiishkah Hoad
City Aberdeen County Grays Harbor State WA Ap Cade 98520

Client AMEC and Grays Harbhor Courty

Comparable # 2
1540 Ocean Beach Road
13.73 miles NW

Subject
3134 Wishkah Road

Comparable # 1
80 O'leary Creek Rd
8.66 miles SW

Comparable # 3
49 Hunter Lane
13.80 miles SE

Form MAP.LOC —"WinTOTAL" appraisal s oftware by a la made, inc. — 1-800-ALAMODE
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Reconciliation of the Sales Comparison Approach Vake

The sales adjusted as follows:

Improved Improved Improved

Sale Nol Sale No2 Sale No3
$72,570 $72,400 $63,400

Of the three sales presented, sales No 1 and Ko gen the most weight. | appraised sale No
1 on a previous assignment. The condition of thaufactured home was similar to the subject.

Based on the preceding information and analyséstermined that as of February 22, 2014 the
value of the entire property was:

$72,500
Seventy Two Thousand Five Hundred and 00/100 Dollar

Twin Harbors Appraisal Service, Inc. 87 of 89
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Reconciliation and Final Value Estimate

The final reconciliation is the process where tinergyths and weaknesses of each approach are
discussed and then reconciled into a value suppbstehe applicable appraisal approaches.
Reconciliation requires appraisal judgment andrafadanalysis of the appraisal procedures that
have led to each value indication. Appropriatepassuracy, and quantity of data- evidence are
the criteria used to arrive at a value estimatsingJthese criteria, the multiple value indications
within each approach and the value indications gpeed by the different approaches are
reconciled into a final estimate of defined value.

Application of the appropriate appraisal methodsiited in the following indications of value:

CostApproach N/A
Sales Comparisompproach $72,500
Income Approach N/A

Discussion of the Cost Approach

The Cost Approach requires the appraiser to estithat reproduction or replacement cost new
of the building and improvements, subtract the dejption due to all causes, and then add the
value of the land. Due to the age of the improvasen the subject property this approach was
not considered to be reliable and was thereforeleetloped.

Discussion of the Sales Comparison Approach

The sales comparison approach can be a good indmfalue of a property in the open market
as it can reflect current market activity and thatisres of buyers and sellers for use or for
investment purposes. This approach was considkeschost appropriate to the valuation of the
subject property.

Discussion of the Income Capitalization Approach

The Income Approach to value is a technique whetkéyet income of an income producing
property is capitalized at a rate that providestarn of interest on the money invested as well as
a recapture of the capital investment in the imprognt over a reasonable term. This approach
was not applicable to the subject property.

Final Reconciliation
Based on the investigation and premises outlingdarpreceding report, | have determined that
the market value of the subject property as of &atyr22, 2014, which was the last day of

inspection was:

$72,500
Seventy Two Thousand Five Hundred and 00/100 Dollar

Twin Harbors Appraisal Service, Inc. 88 of 89
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Keith D. Thurman

509-663-4340 — Residence

3667 Dianna Way
‘Wenatchee, WA 98801

Experience 1972 to 1999
e  Started areal estate brokerage office in 1975 in Grayland, Washington,
which served the Grayland/Westport market area in Grays Harbor County,

Washington
e Sold the real estate business in 1999

08/01/1984 to present
¢ Started appraising real estate on August 1, 1984 while simultaneously
managing the real estate office. At that time it was not necessary to be

certified.

360-580-5275 — Cell
keith@twinharborsappraisal.com

¢  Became a Washington State Certified Residential Real Estate appraiser in

1991. This was when certification was first required.

¢ Became a Washington State Certified General Real Estate Appraiser on

01/16/1992.

e Successfully recruited and trained appraisers to work in the appraisal office
¢  Trained three residential appraisers and one commercial appraiser, all of whom

became certified either in Washington State or Colorado

Education Washington State University
Gravs Harbor College — Courses Taken (related to appraisal)

Cartography
Introduction to GIS
GTS 120 (Arc View)
GIS 140 (Arc Info)
CIS 231 (Excel)

Appraisal Institute Seminars and Education

Certifications

Designations

Real Estate Appraisal Principles 1-A-1/8-1
Residential Valuation 8-2

Standards of Professional Practice

Basic Income Capitalization

Advanced Income Capitalization

Appraising Complex Properties

Advanced Highest & Best Use & Market Analysis
Advanced Market Analysis & Cost Approach
Advanced Report Writing and Valuation Analysis
Advanced Case Studies

Regression Analysis in Appraisal: Concepts & Applications
Condemnation Appraising: Basic Principles
Condemnation Appraising: Advanced

Online Analyzing Operating Expenses

Online GIS Applications for Real Estate Appraisal
REO Appraisal: Appraisal of Residential Foreclosure
Advanced Income Capitalization

Site to do Business

Advanced Income Capitalization

Advanced Market Analysis & Cost Approach

Washington State Certified General Real Estate Appraiser

WA 1100489

MAI

1971-1975

2002
2002
2003
2003
2003

June 84

Tune 84

May 85
February 93
Apnl 93
Apnl 93
February 95
February 96
February 97
March 99
March 01
November 03
November 03
September 05
September 05
October 08
Jaruary 09
August 10
April 11
October 12



STATE OF WASHINGTON

DEPARTMENT OF LICENSING — BUSINESS AND PROFESSIONS DIVISION
THIS CERTIFIES THAT THE PERSON NAMED HEREON IS AUTHORIZED, AS PROVIDED BY LAW, AS A

CERTIFIED GENERAL REAL ESTATE APPRAISER

KEITH DALE THURMAN
3667 DIANNA WAY
WENATCHEE WA 98801-9117

Cert/Lic No. Issued Date Expiration Date Jl-’ M/
1100489 12/08/2013
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158479
AFTER RECORDING MAIL TO:
REAL ESTATE EXCISE Taar
$ QQuy. 5p Paid jp. -0
Address 3134 Wishkah Road RONALD A. STRABBING, TREASURER
Erays Harbor County, Mantesano, W3sh,

Name John Schultz

City, State, Zip Aberdeen, WA 98520

D5y

Sy DUty

Statutory Warranty Deed
THE GRANTOR Shelba J. Wallaert, an unmarried woman on date of acquiring title as her
separate property for and in consideration of Ten Dollars and other valuable consideration in hand paid,
conveys and wairants to John J. Schultz, a single man the following described real estate, situated in the
County of Grays Harbor, State of Washington:

See Exhibit A attached hereto and made a part hereof.

Abbreviated Legal: PTN GOV LOTS 1 AND 3 OF 33-18-9

Subject to real estate property taxes which grantee herein agress to assume and pay as they come due,

This conveyance is subject to Covenants, conditions, restrictions and easements, if any, affecting title, which
may appear in the public record, including those shown on any recorded plat or survey.

Assessor's Property Tax Parcel Account Number(s): 180933210010

Dated this 26th day of September, 2002.

Shelba J. Wallaert

STATE OF WASHINGTON
COUNTY OF Grays Harbor a3

T certify that I know or have satisfactory evidence that Shelba J. Wallaert is the person who appeared
before me, and said person acknowledged that she signed this instrument and acknowledged it to be her free
and voluntary act for the uses and purposes mentioned in this instrument.

KATHERINE A. CRAIG

ot O O,
Notary Public in and for the State of Was¥ngton
Residing at_ Hoquiam
My appointment expires: __May 1, 2003

Dated: _ September 23, 2002

MERTBARRARR AR B R AR
KATHERINE A. CRAIG
filitm e PUBLIC
STATE QF WASHINGTON
Hy Commissict, Exgires May 1, 2003
sarreswewtindnosla Ty

’
earenanawy

2002-10010037

S Visicn Form SDDOTWA Rev. 10128195 LPB-10
Page: 1 of 2
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Exhibit A

Government Lot 1;

EXCEPT gportions platted;

AND EXCEPT a tract of land in Section 33, Township 18 North, Range 8 YWest of the Willamette
Meridian, being 2 part of Government Lot 1 of said Section, described as followvs:

Beginning at the intersection of the Easterly right-of-way of the Wishkah County Road and the
North line of Section 33, Tewnship 18 Nerth, Range 9 West of the Willamette Meridian;

Thence following said right-of-way line South 0° 36' West 100 feet;

Thence South §8° 50" East 41.7 feet to the bank of the Wishkah River;

Thence Northwesterly along said river bank to an interseetion with the North line of aforementioned
Section 333

Thence North 88° 50" West 6 feet along section lire to the point of beginning;

EXCEPT OADS.

ALSO EXCEPT that pertion conveyed to Grays Harbor County for Wishkak Road No. 94311 by
Warranty Deed dated February 28, 1983, under Audilor's File Ne. 330309021, records of Grays
Harbor County,

ALSQ, Government Lot 3, EXCEPT Roads.

ALL in Section 33, Township 18 North, Range 9 West of the Willamette Meridian.
Situate in the County of Grays Harbor, State of Washington.

LS“ %/ '

2002~-10010037
Page: 2 of 2
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Excerpt from the Grays Harbor County ComprehenZmaing Ordinance
(Ord. 241 § 13.01.010, 1998)

Chapter 17.12
A-1 AGRICULTURAL USE DISTRICT
Sections:

17.12.010 Purpose.

17.12.020 Permitted uses and structures.

17.12.030 Conditional uses.

17.12.040 Standards for granting a conditionalingee A-1 district.
17.12.050 Minimum lot and yard requirements.

17.12.010 Purpose.

The purpose of this district is to conserve andgmtoagricultural land and to reserve areas foryse
small to moderate scale farming activities. Thaldghment of this district recognizes the diversit
of the agricultural industry in Grays Harbor Couatyd provides protection for those soils and areas
most suitable for many aspects of agriculturahétas. (Ord. 241 § 13.03.200, 1998)

17.12.020 Permitted uses and structures.

Commercial agriculture, horticulture and aquaceltur

Farm buildings;

Farm drainage and irrigation;

The growing and harvesting of forest products;

The sale of agricultural and horticultural produatsthe premises where such products are
grown;

Single-family farm dwellings;

Home occupations pursuant to the provisions ofiGedt3.08.060;
. Emergency medical and emergency fire equipmenagéofacilities;
J. Home day cares;

K. Riding academies.

TIOMMODOW>

17.12.030 Conditional uses.

A. Outdoor recreation areas, not including recreativehicle parks;

B. Public meeting halls, churches (see Section 17460,.@emeteries, airfields, publicly
owned facilities for maintenance of roads and higysvand educational and recreational
buildings accessory to the farm, provided the feifg conditions can be met: (1) the use
will only convert the least suitable agriculturahtls in the area; and (2) the use will not
negatively impact, directly or indirectly, adjacegricultural activities;

C. Agricultural service establishments primarily engadgn performing agricultural, animal
husbandry, or horticultural services on a fee mtrawt basis including but not limited to hay
baling and threshing, sorting, grading, and packings and vegetables for the grower,
agricultural produce milling and processing; haittigral services, crop dusting, land
grading, farm equipment service and repair, andriredry services;

D. Forest products processing plants provided theviatlg conditions are met: (1) the use will
only convert the least suitable agricultural landhe area; (2) the use will not negatively



impact, directly or indirectly, adjacent agriculilactivities; (3) the property is currently
occupied by a residence, and (4) the use is owpéderesidential occupant of the property;
Secondary uses of accessory structures pursu&etcton 17.60.060. In considering an
application pursuant to this section, the boarddjfistment may impose such other
conditions as are deemed necessary to insure thpatibility of the proposed use with
agricultural activities and as are necessary torthat the use remains secondary to the
residential and agricultural use;
On any legal parcel a second temporary dwellingjfonicare giving purposes may be
authorized provided that the following conditioms anet:
1. No division of the property is authorized,
2. The temporary dwelling shall be removed or conwkttea conforming use when the
use authorized by the permit is discontinued,
3. The parcel shall comply with the minimum lot-reguirents of the health department
for each unit. (Ord. 262 (part), 1998: Ord. 2413§08.220, 1998)

17.12.040 Standards for granting a conditionalimgke A-1 district.

No conditional use permit shall be issued by thert@f adjustment unless, following review and
written findings, it determines that the proposed satisfies the following conditions and the
conditions set by Section 17.80.040:

A.

B.

C.

D.

The use shall not be one to which the noise, odiest, or chemical residues of commercial
agriculture or horticulture might result in creatior establishment of a nuisance or trespass;
All agricultural service establishments shall beaked at least two hundred (200) feet from
any driveway affecting access to a farm dwellinield and at least three hundred (300) feet
from any single-family dwelling;

An agricultural service establishment shall bedeatal and necessary to the conduct of
agriculture within the district; and

Public utility and service structures shall be tedsand constructed at such places and in
such manner that they will not segment land of @mg farm and will not interfere with the
conduct of agriculture by limiting or interferingtiv the access to fields or the effectiveness
and efficiency of the farmer and farm equipmentudmg crop spraying aircraft. (Ord. 333
(part), 2005; Ord. 241 § 13.03.230, 1998)

17.12.050 Minimum lot and yard requirements.

A.

C.

Minimum Lot Size. All uses shall be located on acphmeeting one of the following
criteria: (1) the parcel was legally created ptmthe effective date of the ordinance codified
in this chapter; or (2) the parcel is ten (10) a@eone-sixty-fourth (1/64) of a section if
describable as a fraction of a section, or more.
Minimum Yard Requirements.

1. Front yard: twenty-five (25) feet.

2. Side yard: ten (10) feet.

3. Rear yard: thirty (30) feet.
Maximum density: one dwelling-unit per ten (10)excor one-sixty-fourth (1/64) of a
section,

(1) except as provided in Section 17.12.030(F). (O6&, 2000: Ord. 241 § 13.03.240, 1998)



APPRAISAL OF TIMBER

On Property Owned by John J. Schultz
in Section 33, Township 18 North, Range 9 West, W.M.,
Grays Harbor County, Washington
Tax Parcel No. 180933210010

Wishkah Road Flood Levee Project

Report date: March 11, 2014

Date of Valuation: February 17, 2014

under Uniform Standards of Professional Appraisal Practice

Prepared exclusively for:

Twin Harbors Appraisal Service, Inc. and,
as additional intended users,
AMEC Environmental & Infrastructure
& Grays Harbor County
and for other permitted users cited herein

Prepared by:

S. A. Newman Firm
3216 Wetmore Avenue
Post Office Box 156
Everett, WA 98206-0156

Telephone: 425-259-4411 Facsimile: 425-258-4435
tnewman@sanforest.com  pblansett@sanforest.com



Appraisal and Appraisal Review Services
Forest Practices Consulting, Timber Cruising and Marketing Established 1946

S. A. NEWMAN FIRM

(incorporated as S.A. Newman, Forest Engineers, Inc.)

Offices: 3216 Wetmore Avenue, Suite 205, Everett, WA 98201-4368
Mail: P. O. Box 156, Everett WA 98206-0156
Phone 425-259-4411; Facsimile 425-258-4435
Web: www.sanforest.com
CONFIDENTIAL

March 12, 2014

keith@twinharborsappraisal.com
Mr. Keith D. Thurman, MAI

Twin Harbors Appraisal Service, Inc.
1628 SR 105, Suite B

Grayland, WA 98547

Re: Cruise and appraisal of timber on Schultz property bordering Wishkah
River near Aberdeen ‘

Dear Mr. Thurman:

At your request, our firm has prepared an appraisal to estimate the
contributory value of merchantable timber on a property in an unincorporated portion
of Grays Harbor County, Washington. A 100% fee simple estate in on-site timber is
valued, using generally accepted appraisal principles and theory. Land area totals
approximately 27.51 acres.

Permitted users; function. This cruise and timber appraisal have been
prepared for the sole and exclusive use of our firm's client Twin Harbors Appraisal
Service, Inc., its client AMEC Environmental & Infrastructure and Grays Harbor
County and potentially for the Confederated Tribes of the Chehalis Reservation and
the Chehalis River Basin Flood Authority as additional intended (permitted) users.
The sole functions of the cruise and timber appraisal are to: (i) assist in establishing
the market value of this property as a whole in order to establish a purchase offer by
AMEC'’s direct client in a voluntary transaction; and (ii) perform one step in
establishing eligibility for public grant monies.

Alternative indications of contributory timber value. The timber is described in
detail in this report. Based upon our timber cruise, investigation and analysis of
available information, the estimated contributory market value of on-site
merchantable timber is as follows under two alternative classes of forest practice, as
of February 17, 2014:

TwinHarborsSchultz. 1403 1 S. A. Newman Firm



~ Class Il (no near term land use conversion) — Seventeen Thousand Dollars
($17,000);

Class IV-General (with near term land use conversion) — Three Thousand Four
Hundred Dollars ($3,400)

These value estimates are net figures, adjusted and reduced for costs of
harvest, log haul, marketing and other costs. Pre-merchantable timber and
reproduction, where existent, is customarily valued as a unit with the underlying land.
This estimate also adjusts for any uncertainty in marketplace about extent of
permitted volume at prospective harvest dates; marketing and management costs;
prospective time lag to receipt of timber or log sale proceeds; and risk and profit to
landowner in resale of timber commodity.

As a general guideline lead appraisers do, once concluding a highest and best
use, usually opt to include the value contribution of on-site timber based on either a
Class Il (or Class IV-General without no land use conversion) or Class |V-General
(with land use conversion) forest practice. Market practices vary, however, in areas
transitioning from resource oriented to other uses: hence, lll and VG often serve as
parameters. If corresponding timber on land sales used as comparables is valued as
a unit within the underlying land, however, a similar practice potentially applies to the-
subject timber to avoid "double counting" of this asset component. The lead
appraiser ultimately estimates value contribution based on review of prevailing
practices in locale and property sale comparables.

When applicable, total property value might be maximized under a Class [V-
General conversion forest practice, depending on the trade-off between diminished
land value as a result of timber cutting, and foregone stumpage value by leaving this
timber uncut. A sales comparison or other market analysis of the lead property
appraiser might assist in corroborating this determination for this property.

- RCW 76.09.060(3)(d) as amended July 2007 prohibits conversion to a land
use other than “commercial forest product operations within six years after approval
of the forest practices application or notification without the consent of the county ...
to which the forest practices operations would have been subject if the application
had stated an intent to convert.” Actual permitted harvest in land use conversions is
subject to county review on a case-by-case basis. A harvest compliant with
conversion guidelines—a Class 1V-General conversion forest practices—is generally
more restrictive than permitted under other classes of forest practice.

TwinHarborsSchultz.1403 2 S. A. Newman Firm



The indicated estimate of market value is subject to the conditions and
comments presented in this report of 44 pages. Please feel free to phone us at
425/259-4411 (fax 425/258-4435) if you have any questions. Thank you.

Respectfully Submitted

5. A NEWMAN F | o

F-”etér C. B,lansett, Principal Appraiser Timothy D. Newman, MAI, CF
Forester Partner

ISA Certified Arborist No. PNO659A WA State Certified-General Appraiser 1100664
Certification expires June, 30, 2018 _ Certification expires Feb. 27, 2015

Email: pblansett@sanforest.com Email: thewman@sanforest.com
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CERTIFICATION OF APPRAISERS
We certify that, to the best of our knowledge and belief:

The statements of fact contained in this report are true and correct and no important
facts have been withheld.

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 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 [a disclosure of status required by the
Ethics Rule of USPAP].

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 firm's engagement in this assignment was not contingent upon developing or
reporting predetermined results.

Our firm’s 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. Moreover, this appraisal assignment is not based on a requested
minimum or maximum valuation, a specific valuation, or the approval of a loan.

This appraisal was made and the appraisal report prepared (when used with report of
lead property appraiser) in conformity with the Uniform Standards of Professional
Appraisal Practice (USPAP) as adopted by the Appraisal Foundation and Appraisal
Institute; and also prepared in conformity with the Code of Professional Ethics and
Standards of Professional Practice of the Appraisal Institute.

Richard B. Klein personally inspected the appraised property that is the subject of
this report on behalf of the S. A. Newman Firm on February 17, 2014. Peter C.
Blansett and Timothy D. Newman did not inspect this timber. Adam L. Jewell
assisted in researching delivered log values and logging costs. No other persons
assisted in preparing the analyses, conclusions and other opinions concerning real
property which are set forth in this appraisal report.
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Our firm has not revealed the findings and results of such report to anyone other than
the client named herein, and our firm will not do so until authorized in writing by said
party, or until required to do so by due process of law. The use of this report is,
however, subject to the requirements of the Appraisal Institute relating to review by
its duly authorized representatives.

In our opinion, the estimated market value contribution of the timber being appraised
is as stated in the letter of transmittal attached hereto as of the date specified therein.

As of the date of this report, Timothy D. Newman has completed the requirements
under the continuing education program of the Appraisal Institute; and is licensed as
a Certified Real Estate Appraiser (General Classification) under RCW 18.140.
Current certification expires February 27, 2015. Peter C. Blansett has completed the
requirements set by the Board of the International Society of Arboriculture and is
recognized as a Certified Arborist; Certificate No. PN-0659A. Current certification
expires June 30, 2016. A statement of the appraisers' qualifications, including
education, technical training and experience, is part of this appraisal.

S.A. N N FIRM ~— |

g 5 L (MW CaZdh
Petér C. Blansétt, PrlnCIpal Appraiser Timothy D. Newman MAI, CF
Forester Partner
[SA Certified Arborist No. PNOG59A WA State Certified-General Appraiser 1100664
Certification expires June, 30, 2016 Certification expires Feb. 27, 2015
Email: pblansett@sanforest.com Email: thewman@sanforest.com
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DEFINITIONS AND STANDARDS
As used herein:

(1) "Market value" means the most probable price that the specified property interest
should sell for in a competitive market after a reasonable exposure time, as of a
specified date, in cash, or in terms equivalent to cash, under all conditions requisite
to a fair sale, with the buyer and seller each acting prudently, knowledgeably, for self-
interest, and assuming that neither is under duress. Source: The Dictionary of Real
Estate Appraisal, 5" Edition, Appraisal Institute 2010.

(2) "Cash equivalent" means a price expressed in terms of cash as distinguished
from a price that is expressed all or partly in terms of the face amount of notes or
other securities that cannot be sold at their face amount. The cash equivalent price
of a sale property may differ from its contract price and should represent the present
worth at time of sale of all cash and other considerations paid for the real property or
timber as opposed to other portions of stated consideration that may be paid for
services, fees, and/or other non-realty items.

(3) "Highest and best use" means the reasonably probable and legal use of vacant
land or an improved property that is physically possible, legally permissible,
appropriately supported, financially feasible, and that results in the highest value.
[Source: the Appraisal of Real Estate, Fourteenth Ed., Appraisal Institute 2013, p.
333.] While the prior definition governs, the following alternative definition is
considered largely synonymous: the highest and most profitable use for which the
property is adaptable and needed or likely to be needed in the near future. Source:
Uniform Appraisal Standards for Federal Land Acquisitions. Sale or exchange to the
United States or other public entity expressly is not an acceptable highest and best
use.

(4) “Eee simple estate” means the 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. Source: The Dictionary of
Real Estate Appraisal, Fifth edition, Appraisal Institute 2010, p. 78.

(5) "Site index" measures the potential productivity of the land for growing timber. A
site index indicates the height an average dominant tree of a given species will attain
on that site in a well stocked stand in a period of 50 years. Sources of site indices:
USDA Natural Resources Conservation Service and S. A. Newman Firm.

(6) "Stumpage value" means the estimated value of merchantable trees which have
not been severed from the land.

(7) "Log value" means the value of logs which have been severed from the land and
delivered (a "delivered log"), either to a processing mill site or to a place of lading for
export.
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(8) "Logging cost" means the estimated sum of those costs, including truck haul,
severance tax, and a factor for risk and profit to the logger, which are required to
convert stumpage into logs delivered at a processing mill site or at a place of lading
for export.

(9) "Conversion return approach” means the method of estimating stumpage value
by deducting logging costs from log value. This method of valuing stumpage
assumes that the value of a tree equals the price that it will command delivered at a
processing mill site or at a place of lading for export, less the logging costs to be
incurred in converting it from stumpage to delivered logs.

(10) "Sales comparison approach” means a method of estimating either property
value or stumpage value by comparing the property or timber being appraised to
similar properties that have been sold near the date of value, applying approp-riate
units of comparison, and making adjustments to the sale prices of the comparables
based on the elements of comparison.

(11) Cruising standards: Variable radius plot cruise in merchantable timber stands.

(12) Size specifications: Cruised and graded in variable log lengths; minimum top
diameter for sawlogs = 5 inches, inside bark. All live trees containing at least one
sixteen foot log to a 5-inch top diameter are assumed to be merchantable.
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GENERAL LIMITING CONDITIONS
This appraisal is subject to the following general limiting conditions:

The legal description for the subject property is derived from records furnished by the
client and is assumed to be correct. A title report on the subject property has not
been made available to the appraiser. No opinion as to title is rendered, which is
assumed to be marketable.

Any sketches or maps in this report are included solely to assist the reader in
visualizing the property, and are not surveys. We have not surveyed the property or
established corners, and assume no responsibility in connection with such matters.

It is assumed, for the purpose of this appraisal, that Grays Harbor County and
Washington State Department of Natural Resources will grant a permit for the cutting
and removal of this timber. Trees required to be left uncut as a condition of receiving
a forest practices or development permit are excluded herein.

The appraisal estimates the market value of the indicated timber but does not
analyze the relationship between the value of these assets and that of stock or other
securities or partnership interests through which the assets may be held. The
statements of value and all conclusions shall apply as of the date shown herein. The
value of standing timber is volatile and can change quickly.

Log market contacts, profit expectations, and perceptions of the offered timber
typically vary widely among different prospective purchasers. Hence, amounts bid or
offered in sales of standing timber also vary widely among these parties at any given
date.

This report must be used in its entirety. Reliance on any portion of the report
independent of others, may lead the reader to erroneous conclusions regarding the
opinion of value. The S. A. Newman Firm does not authorize the partial re-printing of
or out-of-context quoting from this report.

While reasonable care has been exercised in preparing and compiling estimates of
timber volume and grade and other information contained herein, the S. A. Newman
Firm (a) makes no warranties and/or representations as to the type, quality, quantity
and/or suitability of timber located on the Property; (b) makes no express or implied
warranties of merchantability or fithess for a particular purpose; and (c) makes no
warranties and/or representations about whether, when or to what extent forest
practices permit(s) will be issued to permit the harvest of this timber. In addition, S.
A. Newman, Forest Engineers, Inc. has not performed a soil survey. Statements
concerning site drainage and operability of the terrain by yarding equipment are
opinions only.
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Species grades are allocated between timber deemed to be exportable as
unprocessed logs ("exp") and timber deemed to be converted domestically ("dom").
This allocation is based on the actual distribution in the regional marketplace for a
given grade and species as of the date of appraisal. A given allocation adjusts for
differences in log length, surface clearness, and other quality size characteristics
among various stands. The distribution of subject timber by a particular purchaser
may differ from the assumed allocation.

This timber inventory and timber appraisal have been prepared for the sole and
exclusive use of our firm's client Twin Harbors Appraisal Service, Inc., its client
AMEC Environmental & Infrastructure and Grays Harbor County and potentially for
the Confederated Tribes of the Chehalis Reservation and the Chehalis River Basin
Flood Authority as additional intended (permitted) users. The sole functions of the
cruise and timber appraisal are to: (i) assist in establishing the market value of this
property as a whole in order to establish a purchase offer by AMEC'’s direct client in a
voluntary transaction; and (ii) perform one step in establishing eligibility for public
grant monies. Neither all nor any part of the contents of this report shall be conveyed
to any person or entity, other than the above named parties, through advertising
solicitation materials, public relations, news, sales, or other media without the written
consent and approval of the author(s), particularly as to valuation conclusions, the
identity of the appraiser or firm with which the appraiser is connected, or any
reference to the Appraisal Institute. Further, the appraiser or firm assumes no
obligation, liability, or accountability to any party except our client Twin Harbors
Appraisal Services, Inc. If this report is placed in the hands of anyone but the client,
client shall make such party aware of all the assumptions and limiting conditions of
the assignment.

While reasonable care has been exercised in preparing the information and opinions
herein, prospective purchasers and third parties are urged to retain their own experts
and conduct and rely solely upon their own inspection and analysis of the property
and its future prospects. The appraiser is in no way responsible for any costs
incurred to discover or correct any deficiency in the property. The appraiser assumes
that there are no hidden or unapparent conditions of the property or subsoil which
would render it more or less valuable. Description of environmentally critical areas
illustrate certain reported on-site conditions but is not intended to describe all
environmentally critical areas which might exist.

Unless otherwise stated in this report, the existence of hazardous substances,
including without limitation asbestos, polychlorinated biphenyls, petroleum leakage,
or agricultural chemicals, which may or may not be present on the property, or other
environmental conditions such as, were not called to the attention of nor did the
appraiser become aware of such during the appraiser's inspection. The appraiser
has no knowledge of the existence of such materials on or in the property unless
otherwise stated. The appraiser is not, however, qualified to test such substances or
conditions. If the presence of such substances, such as (but not limited to) radon
(either airborne or water-sourced), mold, lead-based paint, asbestos, urea
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formaldehyde foam insulation, leaking storage tanks (underground or otherwise) or
other hazardous substances or environmental conditions, may affect the value of the
property, the value estimate assumes that there is no such condition on or in the
property or in such proximity thereto that it would cause a loss in value. No
responsibility is assumed for any such conditions, nor for any expertise or
engineering knowledge required to discover them. An expert would need to be
engaged to field inspect the property to identify environmental hazards. Therefore,
this appraisal should not be relied upon as to whether or not environmental hazards
actually exist on the property.
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PART Il - FACTUAL DATA

Description of Merchantable Timber

Owned by: John J. Schultz

Location: A portion of Section 33, Township 18 North, Range 9 West, W.M., Grays
Harbor County, Washington, identified as tax parcel no. 180933210010.

Estimated total acres: 27.51

Merch. timber: 11.2

Cruise intensity: 10 variable radius plots

Cruised by: Richard B. Klein on February 17, 2014

Cruise Summary: Estimated net volume in thousands of board feet and projected
harvest volume under (alternatively) Class Ill and Class IV-General forest practice as
of cruise date:

Adjusted
Unadjusted Net Projected Harvest
Species Field Net! Volume? Class llI® Class IV-G*
Spruce 47 45 44 11
Red cedar 12 10 10 3
Alder 3 3 3 1
Totals: 62 44 44 15

1Source: cruise by representative of the S. A. Newman Firm. Unadjusted field net and cruise detail
in Addendum C are unadjusted for minor hidden defect and prospective breakage.

2Adjusted net volume adjusts for hidden defect and minor prospective breakage based on species,
age, timber size, site conditions and projected harvest methods. Also of note: Statistical sampling
error on red cedar as a stand along species shown in Addendum C is generally similar to or somewhat
higher than that of other species. Harvest volume for that species projected for appraisal purposes is,
moreover, adjusted more significantly because normal variation in empirical cut-out disproportionately
skews value outcome on this higher valued species.

Projected harvest volume under a Class Ill forest practice excludes minor wildlife reserve and
green recruitment trees to the extent required under WAC 222-30-020. In this instance, leave tree
requirements are largely satisfied in riparian management zone leave tree buffers.

4A Class IV-General forest practice excludes timber on those portions of site projected as
environmentally critical under the county’s critical areas ordinance and timber (if any) potentially more
valuable as an amenity than as stumpage. In this instance, 75% of on-site timber is projected to be
legally non-harvestable under a Class IV-General analysis. Such timber is valued as a unit with the
underlying land.
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Character of Timber: Moderately well stocked average to poor quality 70+ year old
Sitka spruce stand with alder and cedar intermixed. Spruce composes nearly 90% of
the merchantable timber by volume with trees up to 58” dbh and over 110 feet high
recorded.

Physiography/Logging Conditions/Access

Terrain is level with very deep poorly drained Ocosta silty clay loam soil
throughout. Annual precipitation averages 85 inches [NOAA]. Based on a 50-year
site curve, mean site index for Red alder averages 94 feet; an average forest site
productivity for coastal Washington. Wishkah River, a “shoreline of the state” under
RCW 90.58 and type “S” water under WAC 222-16-030, borders to the northeast and
south for over 3,600 feet. Project timber cruiser mapped a channel of the Wishkah
River that flows southerly through parts of the interior effectively isolating the eastern
12+ acres from the remainder. The project timber cruiser also noted forested
wetlands throughout much of the interior. Timber in the upland-most portions of the
property are physically yardable using tracked ground-based equipment subject to
seasonal limitations.

Paved Wishkah Road borders to west for over 1,100 feet. Access exists via a
gravel residential driveway connecting to Wishkah Road in the north portion of the
site where an on-site residence is located. Minor additional new road construction
only is projected for appraisal purposes in order to access all on-site timber for
harvest.

Harvest Requlatory Constraints

Land use conversions. RCW 76.09.060(3)(d) as amended July 2007 prohibits
conversion to a land use other than “commercial forest product operations within six
years after approval of the forest practices application or notification without the
consent of the county ... to which the forest practices operations would have been
subject if the application had stated an intent to convert.” Actual permitted harvest in
land use conversions is subject to county review on a case-by-case basis. A harvest
compliant with conversion guidelines—a Class IV-General forest practices—is
generally more restrictive than permitted under other classes of forest practice. In
particular, harvest is generally prohibited on those parts of a site regulated under the
county critical areas ordinance such as steep slopes, other geologically hazardous
areas, wetland and frequently flooded areas.

Forest practices. RCW 76.09 and WAC 222 regulate forest land use and
forestry operations on private lands and public lands under State jurisdiction, including
road construction and maintenance, timber harvesting, reforestation and use of forest
chemicals. A permit to perform major forest practices is subject to review by the
Washington State Departments of Natural Resources, Ecology, Fish and Wildlife, and
potentially by Grays Harbor County.
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In western Washington the “Forest and Fish Rules” (WAC 222-30-021) require
a three-tier riparian management zone (RMZ) harvest buffer along either side of a
fish-bearing (type “F” or “S”) stream (figure below). The total combined buffer width
is one site potential tree height (SPTH), which is 90-200 feet depending on site
guality. The zone adjacent to the stream is a 50-foot no-harvest core zone. This is
followed by the inner zone, in which two partial harvest options are allowed subject to
minimum tree count and basal area requirements. Option 1 allows thinning from
below throughout the inner zone to a minimum of 57 conifers per acre. Option 2
divides the inner zone into two portions, allowing the trees furthest from the stream to
be removed (up to a minimum distance of 80 feet from the stream) while the trees in
the portion closest to the stream are retained. The final zone is the outer zone, in
which partial harvest is allowed with a minimum retention of 20 conifers per acre that
are at least 12" in diameter.

In addition to the above described riparian protective measures, a 50-foot wide
no-harvest buffer is generally prescribed each side of type Np stream for a distance
greater than or equal to fifty percent of a type Np water length upstream from
confluence with fish-bearing water, where type Np water is 1,000 feet in length or
less. Additional 50-foot "no-harvest" buffer on each side of type Np stream is
required greater than 1,000 feet upstream from confluence with fish bearing water
ranging from 19 to 45% of stream length above 1,000-foot mark. A 30-foot
equipment limitation zone [“ELZ"] is required each side of a type Ns stream, although
timber cutting is generally allowed within the ELZ. No-harvest buffer potentially
applies, however, within the inner gorge of any stream flanked by unstable slopes
where potential for delivery of sediments to type waters exists.

The goal of the Westside buffer rules is to put the development of riparian
stands on a trajectory toward a desired future condition (DFC) of mature forest
structure intended to provide high quality riparian habitat. This DFC is defined as
“the stand conditions of a mature riparian forest at 140 years of age” (WAC 222-16-
010). In addition to this ecological goal, the FFR also have the concurrent economic
goal of “maintaining commercial forest management as an economically viable use of
lands suitable for that purpose.” RCW 77.85.180.

Outer Zone
Option 2 Harvast I =z
T Option 2 Leave nnercone  ---=------------- -
- Core Zone .
Core Zone ’
| _Czefion 2 lLesve | Zz
Option 2 Harvest nNer £one  =---=-=--=---m-s-s=-y SPTH
Cuter Zone

FFR buffers for Western WA.
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These rules were revised on August 12, 2009 to require slightly larger buffer
zones and more trees to be left alongside streams and rivers in the state during
timber harvests and other activities. In February 2010 an optional fixed width, no
harvest buffer by site productivity was made optionally available to forest practices
applicants under an “Alternate Plan” to standard forest practices rules. The fixed
width buffer generally assumes no harvest in core and inner zones and also no
harvest in a small portion of outer zone. Given the specific site conditions and water
body size, a 75-foot no-cut buffer is applied in this instance under an Alternate Plan
and the Forest and Fish Rules.

Shoreline Management Act. As previously stated, the tract borders Wishkah
River. In addition to forest practices regulations restricting harvest bordering type S,
F and N waters, shoreline management regulations apply to timber abutting type S
waters which are designated a shorelines of statewide significance. Wishkah River is
a “shoreline of the state” but not a “shoreline of statewide significance”: thus,
standard forest practices rules apply.

Application to the subject. Timber in this instance is valued under the
alternative premises of a Class Il and Class IV-General forest practice. Washington
State Department of Natural Resources [‘DNR”] is lead agency for Class Il forest
practice, minor tree required retention only applies for wildlife reserve and green
recruitment leave trees ["WRTs” & “GRTs"].

Under a Class IV-General forest practice proposing conversion of the property
to residential or other non-forestry use, Grays Harbor County critical areas rules
restrict or prohibit disturbance or removal of vegetation from environmentally
sensitive areas. On-site critical areas include areas of perched water levels, riparian
waters and adjacent buffers. Trees left uncut serve as an amenity and are implicit in
the value of the underlying land. Thus, the contributory value of all on-site timber is
fully considered in estimating market value.

RMAP_status. State DNR regulates road construction, maintenance and
abandonment under WAC 222-24. On some sites, the cost of such work is
substantial and therefore materially affects value. When applicable, a landowner or
its successor in interest is generally liable for performing uncompleted maintenance
or abandonment work prescribed under an approved plan for the property at issue.
Spur roads within interior determined to be "orphaned” (if any) are defined as a road
or railroad grade "not used for forest practice activities since 1974. WAC 222-24-
052(4). Landowners generally are not obligated to repair or abandon such roads.

In this instance, there are no forest roads within the subject property interior.
Any new forest road construction would need to comply with WAC 224-24 and
current RMAP standards.

Watershed Analysis: The forest practices rules allow for special regulations,
i.e. watershed prescriptions, within watershed analysis units (“WAU”) where a
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gualified multi-disciplinary team completed an approved resource assessment under
WAC 222-22. The subject parcel sits within the Lower Wishkah WAU #220416. No
formal resource assessment nor analysis has been performed in the Lower Wishkah
WAU; thus standard forest practices apply.

Wildlife and other issues: In addition to riparian restrictions intended to protect
fish habitat and water quality, certain restrictions potentially apply to forest practices
to protect terrestrial and avian wildlife.

Priority Habitat and Species (PHS) map data of Washington State Department
of Fish and Wildlife (WDFW) do not identify any endangered or sensitive species on
the subject property. The undersigned also reviewed records of forest practices
permit data and current forest practices “Resource” maps in Washington State DNR
database to corroborate PHS data. These data do not identify any wildlife species,
rare plants or archaeological issues of concern that would materially affect permitted
timber harvesting on the subject property.

TwinHarborsSchultz.1403 16 S. A. Newman Firm



PART Ill - DATA ANALYSIS AND CONCLUSION OF VALUE

Timber Valuation Methodology

The valuation process used herein is based on analysis of pertinent general
and specific data. A conversion return method—a variant of an income approach--is
relied upon in this instance with respect to on-site timber, reflecting the type of
property, the intended use of the appraisal, the identified scope of work, and the
quality and quantity of data available for analysis. The State has not offered or sold
export-unrestricted sales usable as potential comparables due to the Act noted
below; and such sale data are generally unavailable from alternative sources. A
discounted cash flow analysis is not applied because the individual appraisal units
being valued are insufficiently sized to derive a stabilized cash flow.

The Forest Resources Conservation and Shortage Relief Act of 1990 (Public
Law 101-382) (the "Act") restricts the export of unprocessed timber originating from
State and other public land. Chapter 240-15 of the Washington Administrative Code
implements these restrictions, beginning January 1, 1991. Generally, the Act
requires each agency managing public lands to designate timber sales to be sold as
export-restricted and as exportable. The Act prohibits the export of unprocessed
timber from export-restricted sales, but permits the export of unprocessed timber
from export-unrestricted sales. Moreover, the Act does not apply to privately owned
forest land. The Ninth Circuit Court of Appeals in May 1993 ruled that this Act
violated 10th Amendment guarantees of state sovereignty. Board of Natural
Resources v. Brown, 92-35004. The Act was, however, reinstated in slightly
amended form; and as amended upheld state regulations adopted pursuant to the
1990 law. The extent that timber from public and private land is actually exported
remains subject to normal qualitative and market constraints.

We first analyzed the subject stumpage for the purpose of evaluating those
factors which would add to or detract from its value, such as log quality, location,
accessibility, logging conditions, road construction requirements, and proximity to
market. We also analyzed site factors to identify whether a land use more intensive
than timber growing and harvesting might be permitted in the near to mid-term. The
existence of environmentally sensitive conditions such as steep slopes, wetlands,
intervening streams, critical aquifers, and flood, erosion, landslide and seismic
hazards often preclude more intensive uses under the critical areas ordinance
adopted by Grays Harbor County.

On-site timber in this instance is valued under alternative premises of both a
Class Il and Class IV-General forest practice as described in the prior “Harvest
Regulatory Constraints”.

Other adjustments in estimating value contribution. The indicated estimates of
value contribution of merchantable timber appearing for potentially harvestable timber
adjusts for nominal uncertainty only in the marketplace about the extent of permitted

TwinHarborsSchultz.1403 17 S. A. Newman Firm



volume at prospective harvest dates; marketing and management costs; prospective
time delay to receipt of timber or log sale proceeds; and risk and profit to landowner
in resale of on-site timber. A value adjustment of ten percent (10%) is typically
applied for these collective elements to merchantable-sized timber on stands that are
expected to be legally harvestable under a Class Il forest practice. Adjustment is
somewhat higher under a Class IV-General forest practice because of a lesser
prospective harvest volume among which to prorate costs and added permitting
restrictions. An adjustment for each of these foregoing items in line item form is not
inferable from available market data relevant to this particular property: property and
survey data usually support, however, a collective adjustment for these elements in
deriving indications of contributory stumpage value.

Estimation of Average Log Values

The compilation of log prices from private sources involved our contact with
mills and other log buyers in the market area to survey prices being paid for delivered
logs of various grades and species at the valuation date, and of analyzing these data
to estimate average log values.

Reconciled value for each log sort is appraiser’'s reconciled estimate derived
from personal interview with various log buyer sources or published sources as of
February 17, 2014. Export-type logs were priced as non-FAS and assumed an
average log length of 36 feet or greater. Export logs range from 26 to 40 feet;
domestic logs range from 12 feet to 40 feet.

Log prices have been surveyed in the southwest Washington & south Puget
Sound market areas. Sources surveyed are itemized below and on a following page.

The reconciled log value rates on following pages are appraiser’s estimate of
log values, weighted to reflect reliability of sources and relative quantity purchased. It
is assumed that the property owner would, subject to normal market and quantitative
constraints, sell harvestable timber or logs at the highest available price. Specific
sources do not, however, consistently quote high relative prices for all grades or sorts
of a given species. Therefore, although reconciled values generally appear near the
upper end of the range of price quotes, it is impracticable to procure the highest price
guotes for all grades and sorts. Reconciled log value for some sorts only falls outside
or exceeds range of quotes in order to reconcile with quotes for other sorts which are
gualitatively superior or inferior. Reconciled value also reflects that some destinations
are preferred to minimize hauling cost if net stumpage value is thereby maximized.
These data are then applied to the subject timber based on the indicated log grade
composition.

Logs produced from the subject property are deliverable to Grays Harbor &
south Puget Sound area markets.
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Sources A through N in table 1 are coded on the following pages to protect
confidentiality of prices attributable to specific sources. Source X data is the
Washington State Log Market report dated February 1, 2014--a private reporting
service covering all of western Washington. These sources of log price data, all
operating in Grays Harbor and south Puget Sound and vicinity, are cited following
table 1 (sources in parenthesis were considered but not relied upon in identifying
projected log buyers and destinations).
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Table 1. Log prices quoted from various sources to processing mill site as basis

for reconciled value in Grays Harbor and south Puget Sound areas as of February

17, 2014.
Source
Species Sort Grade A B C D E F G H X
Spruce Exp 20"+C 550 600
2C 750 730 717
3C 750 717
Dom ovs 200 300 225 400 380
2S 495 300 225 400 380 575
3S 495 300 225 375 575
C&S 495 100 225 350
Pulp 100 250
$30 /T
Source
Species Sort Grade B D J K L X
Red
cedar Dom OvS 1,100 850 1,050 1,350 925
3Ss 1,100 850 1,250 1,350 1,275 1,263
4s 800 850 1,150 1,250
Source
Species Sort D M N X
Alder Saw 15"+ 475 425 750 750
12-14" 475 425 750 750
10-11" 475 425 725 700
8-9" 425 700 650
6-7" 550 500
5” 400 350
util. 150 240 237
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Species Destinations

Spruce Domestic OVS to Dahlstrom Lumber Co. at Hoquiam, 2S & 3S
to TMI at Amanda Park, C&S to Hampton at Randle.
(Holbrook in Olympia, Manke in Shelton and Tacoma, Allen
Logging at Hoh Oxbow, Formark in Tacoma, M&R in
Longview, DaPaul at Tumwater, Willis Enterprises at Oakville).

Red cedar All to TMI at Morton (Formark at Tacoma, Mary's River at
Tumwater, Holbrook at Olympia).

Alder Sawlogs to Cascade Hardwoods at Chehalis (NW Hardwoods
at Centralia); Pulp to Willis Enterprises at Hoquiam (DaPaul at
Tumwater, Willis Enterprises at Oakville).

Log destinations reflect comparative log pricing and hauling cost to maximize net
stumpage value.

Log Price Basis
Delivered Weighted

Species Sort Grade % Value Log Value
Spruce Dom OVS 36 @ $380
2S 43 575
3S 12 575
C&S 9 455 $494
Red cedar Dom OVS 38 1,350
3S 31 1,350
4S 31 1,250 1,319
Alder Saw 8-9 12 700
Pulp 88 240 295

Notes: Price for each log grade is appraiser's reconciled estimate derived from
various log buyer sources as of February 17, 2014. All prices are second growth, per
MBF. Export-type logs were priced to brow log (not FAS), prices on conifer export
volume assume an average log length of 36 feet, ranging from 26 to 40 feet.
Domestic prices assume an average log length of 32 feet.
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Estimation of Logqging Costs

Per MBF Under Both Class Il
and Class IV-General Forest Practices*
Class | Class
111 IV-G
Fee for temporary road use permit $0 $0
Road reconstruction: 0 0
Road construction:
1 sta. @ $1,600/57MBF = 28 0
0.5 sta. @ $1,600/15 MBF = 54
"Stump to truck” elements (fall & buck, yard
& load, operator's overhead, and risk and
profit to operator only) 145 165
Truck haul (per following page) 71 71
Fire protection & slash disposal 16 20
Engineering, surveying and permits 21 S0
Washington state timber excise tax 19 19
Total: | $300/M| $379/M

Yarding & loading:
Class Ill: 100% tracked ground methods @ $145/M
Class V-G: 100% tracked ground methods @ $165/M

Note: Net value is unadjusted for cost of reforestation, which is generally required by
law under WAC 222-34 unless the harvest application indicates that the land will be
converted to another use. WAC 222-34-010 details other exceptions. Reforestation
is an improvement to the underlying land both for appraisal and most tax purposes.
Cost of reforestation typically ranges from $190 to $290 per acre for acres actually
reforested, varying with location, site conditions, stocking density, size and species of
seedlings or transplants, and project size. Whether the purchaser or seller of the
timber pays this cost should be stipulated contractually.

On sites with average forest site productivity or higher, the “value added” by
reforestation approximately matches its cost. Moreover, the non-inclusion of
reforestation as a separate line item in the stumpage analysis matches the
corresponding analysis of properties used as comparables. Net value is unaffected.

*Engineering, surveying & permit fees shown above under a Class IV-General forest practice are
prorated with future development of the property. For both analysis shown above fire protection and
slash disposal cost shown assumes ordinary forest practices abatement and excludes costs of off-site
debris hauling, slash chipping, stump pulling or grinding and disposal, land grading, buffer barricading,
and also excludes costs of tree marking, reforestation, permit fees, real estate excise tax or business
and occupation tax, and sales fees (if any) that may be incurred in procuring or harvesting the timber.
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Truck haul - Volume in MBF (based on Class Il harvest; also applies proportionately
to Class IV-General harvest):

Destination
Amanda
Species MBF Hoquiam Morton Park Randle
Spruce 44 16 - 24 4
Red cedar 10 - 10 - -
Alder 3 3 = = -
Totals: 57 19 10 24 4
Pct. of total: 33% 18% 42% 7%
A B C D
Hoquiam 9-A @ .074 x .33 = $0.22
Morton 99-A .074 .18 1.32
Amanda Park 47-A .074 42 1.46
Randle 124-A .074 .07 0.64
0.1-C 13 0.01
Basic charge 1.90
67,500#/5.3M x 555 =$%$71/M

Washington State Utilities and Transportation Commission (WUTC)
deregulated intrastate log haul rates in 1994: previously issued tariff rates are
adjusted to reflect market rates in January 2014. The cost specific to each parcel
reflects the tariff rate (column C) that pertains to the type of road (col. B) over which
the timber will be hauled, and number of miles (col. A) to the appropriate market
destination, weighted by log volume (col. D). The column C rate is the transportation
charge per mile per 1,000 Ibs. to be added to the basic charge per 1,000 Ibs.

The figure of “67,500#” shown above represents the weight of the average
prospective log load (given the high average log size); and “5.3M” is the prospective
board footage—5,300 board feet—per load. Weight per load typically varies from
about 4,400 to 5,600 board feet: the upper end of the range applies for trucks loaded
with large diameter sawlogs as in this instance. Source of data: survey of and
feedback from truckers and permitted users of prior appraisals.

Washington State timber excise tax (WAC 458-40): Stumpage Value Area 2, Haul
Zone 1; volume per acre adjustment: $35; logging conditions adjustment: $0. Note:
State of Washington Department of Revenue established the stumpage rates per
MBF stated below during the months prior to the six-month period to which they apply
for the purpose of calculating timber excise tax. Based on Class Il harvest; also
applies proportionately to Class IV-General harvest except at a higher tax rate:
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Species MBF Rate

Spruce 44 @ $357
Red cedar 10 937
Chipwood 3 54
Total 57 443 x 4.2% = $19/M

Indications of Contributory Merchantable Timber Value

Class llI
Spruce 4 M @ ($494 - $300) = $8,536
Red cedar 10 (1,319 - 300) 10,190
Alder 3 (295 - 300) (15)*
Gross total: $18,711
Value contribution @ 90%: $17,000
Class IV-General
Spruce 11 M @ (%494 - $379) = $1,265
Red cedar 3 (1,319 - 379) 2,820
Alder 1 (295 - 379) (84)*
Gross total: $4,001
Value contribution @ 85%: $3,400

Each indicated estimate of value contribution adjusts for normal typical uncertainty in
marketplace about extent of permitted volume at prospective harvest dates;
marketing and management costs; prospective time lag to receipt of timber or log
sale proceeds; risk and profit to landowner in resale of timber commodity; and
appraisal principle of conforming use.

*Fixed elements of harvest costs are prorated among all species expected to be legally harvestable
and in which marginal revenue exceeds average variable costs. Effect in this instance is a negative
overall stumpage rate shown solely on red alder: stumpage value is nonetheless maximized.
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PART IV - SUPPLEMENTARY EXHIBITS AND ADDENDA
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ADDENDUM A:

Statement of Work (Engagement Instructions)
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Appraisal and Appraisal Review Services
Forest Practices Consulting, Timber Cruising and Marketing Established 1946

S. A. NEWMAN FIRM

(incorporated as S.A. Newman, Forest Engineers, Inc.)

Offices: 3216 Wetmore Avenue, Suite 205, Everett, WA 98201-4368
Mail: P. O. Box 156, Everett WA 98206-0156
Phone 425-259-4411; Facsimile 425-258-4435
Web: www.sanforest.com
CONFIDENTIAL
January 30, 2014
keith@twinharborsappraisal.com
Keith D. Thurman, MAI
Twin Harbors Appraisal Service, Inc.
3667 Dianna Way
Wenatchee, WA 98801

Re: Scope of work/fee quote to cruise and appraise timber on Schultz and
Svangren ownerships, Grays Harbor County, WA

Dear Mr. Thurman:

Thank you for your inquiry. You request a scope of work and fee quote to
cruise and appraise merchantable timber on each of two contiguous units of real
property—each owned by a separate party--located in part of Section 33, Township
18 North, Range 9 West, W.M., Grays Harbor County, Washington as follows:

John J. Schultz property — tax parcel 18093321001; 27.51 acres;
Richard & Catherine Svangren property — tax parcel 180933240010; 12.98 acres

Both parcels border the Wishkah River, classified as a “shoreline of the state” under
WAC 173-18-180: and are stocked with timber. Although at least part of either or both
parcels sits within a channel migration zone (CMZ) and/or is riparian-associated
floodplain or wetland, actual determination of status requires an on-site inspection
and review of archival aerial photos. There is a reasonable likelihood that some of
the timber is legally harvestable to warrant an on-site cruise and timber appraisal.
Maximum extent of merchantable-sized timber situated landward of no-cut riparian
buffer totals approximately 19 acres and 10 acres on the respective ownerships.

Scope of work. The cruise is an estimate of volume (in thousands of board
feet) and grade for each species of merchantable timber; grading standards of local
log scaling & grading Bureau and export sorts where applicable. Cruise procedure
and software used will be auditable and acceptable to State DNR standards.
Proposed cruise intensity to be applied: one variable radius plot per 1.3 acres on the
Schultz parcel; one variable radius plot per acre on Svangren parcel, on all stocked
acres situated landward of no-cut riparian buffers and otherwise projected as

AMEC.Wishkah.1402 S. A. Newman Firm
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“‘merchantable”. At least one-half of all trees on plots on each of the two parcels shall
be measured and graded; other trees sampled for tree count by species and
diameter only. Up to approximately 25 plots are proposed to be installed. Grid layout
for installation of plots to be equidistant or otherwise stratified within cruised stands.

The appraisal of on-site merchantable timber on each of the two ownerships
will estimate itemized logging costs per MBF (including hauling cost/log destination
analysis for competing buyers), log values for each grade, and contributory timber
value by a conversion return method (variant of income approach). Merchantable
timber will be valued as export unrestricted as of a current date under the alternative
prospective harvest premises of a Class lll (i.e., with no near term land use
conversion) and Class IV-General (i.e., with near term land use conversion) forest
practice. To the extent that the timber is sub-merchantable or pre-merchantable, the
appraisal of such timber will project estimated yield, species composition, market log
values by species and sort, itemized logging costs and market discount rates. A
100% fee simple estate in on-site timber will be valued in conformance with the
Uniform Standards of Professional Appraisal Practice (USPAP) when used with
report of lead property appraiser. (Please advise if other appraisal guidelines such as
UASFLA or RCO also apply.) Timber on each of the two parcels shall be analyzed
and data presented under separate cover.

Permitted users; functions. The cruise and timber appraisal shall be prepared
for the sole and exclusive use of our firm's prospective client Twin Harbors Appraisal
Service, Inc., its prospective client AMEC Environment & Infrastructure [*AMEC”] and
AMEC's direct client as additional permitted user. Unless you otherwise instruct, the
sole functions of the cruise and timber appraisal are to: (i) assist in establishing the
market value of this property as a whole in order to establish a purchase offer by
AMEC’s direct client in a voluntary transaction; and (ii) perform one step in
establishing eligibility for public grant monies.

Fee; performance period. Our firm's fee to Twin Harbors Appraisal Service,
Inc. to field examine this timber and perform cruise and timber appraisal services on
each of the two parcels, payable on delivery of each of the two reports, is as follows:

Cruise on-site timber—2 units, each under Class Ill & IV-General:
Appraise on-site merch. timber—2+ units, each under Class Il &
IV-General:
Total:

Reasonable efforts will be exercised to complete and deliver our findings to
you within thirty (30) calendar days after notice to proceed. Three (3) report hard
copies with original signatures and one (1) electronic pdf copy on CD of each of two
reports will be provided directly to you.

|
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To authorize, please acknowledge by returning a copy of this letter with
authorizing signature on the line below. Any additional file information that might be
relevant in estimating market value also is requested. A permit to inspect the site is
assumed to have been procured if and upon receipt of the authorization to proceed.

Please feel free to call colleague and report co-preparer Peter C. Blansett or
me if you have any questions. Thank you.

Very truly yours,

S. A. NEWMAN FIRM '

ot Momor~—

Timothy D. Newman, MAI, CF

Partner

WA State Certified - General

Appraiser 1100664

Email: tnewman@sanforest.com
pblansett@sanforest.com

cc: Ryan Bartelheimer, AMEC Environment & Infrastructure
Ryan.Bartelheimer@amec.com

Engagement terms accepted

| Digitatty signed by Keith D, Thurman ERNAN
By Keith D. Thurman s " 7//(\) /'L“) H{' SNV o

/o< Dated:
Twin Harbors Appraisal Service, Inc.
by Keith D. Thurman, MAI

AMEC Wishkah.1402 S. A. Newman Firm
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Maps and Overhead Aerial Photos
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FOREST PRACTICE ACTIVITY MAP
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FOREST PRACTICE RESOURCE MAP
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Issue of Concern = Phone Number

FP Alert Site
Ground Water
Surface Water
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See below *
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Unadjusted Cruise Data Detail & Statistics
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TC TSPCSTGR Species, Sort Grade - Board Foot Volumes (Type) Page 1
Project: NEWMAN Date  2/23/2014
Time  9:35:21PM

T18N ROSW S33 T0001 T18N ROOW 833 T0001

Twp Rge Sec Tract Type Acres  Plots  Sample Trees CuFt BdFt

18N 09w 33 SCHULTZ 0001 11.20 10 49 S ‘W

% Percent Net Board Foot Volume Average Log
S Logs
Sso Gr | Net | Bd Ft. per Acre Total Log Scale Dia. Log Length Ln Bd CF/ Per

Spp Trt ad |BdFt Def% Gross Net | Net MBF |45  6-11 1216 17+ J1220 213031353699 {Ft  Ft Lf /Acre
S8 po 28 | 4 185 1971 1,806 20 18 82 100 | 39 s68 337 32
SS po 38 | 12 122 568 499 6 68 32 1205 33132 93 11 54
SS DO 48 9 |38 409 394 4133 51 3 12 98 2 17 25 036 159
SS DO ov] 36 [182 18712 1,531 17 100 42 38 | 35 818 476 1.9
SS  Totals 76 [123 4823 4230 W 3 13 12 7 9 2 22 67 | 24 160 16} 26.4
RC Do 38 | 31 1168 389 324 26 62 12 1288 31 111 150 29
RC Do 48 | 310|123 371 325 13 . 87 8 44 48 27 39 065 83
RC DO OV | 38 229 515 397 100 100 32 354 483 7
RC  Totals 19 fis0 1273 1,046 2] 4 35 1 @ 2 17 80 28 88 L16 11.9
RA Do 48 | 12 34 34 0 100 100 20 30 040 1.1
RA PU UT | 8 | 47 271 259 il 14 60 26 | 23 28 039 9.3
RA  Tofals 5 | a1 305 292 3| 62 38 24 53 23 [ 23 28 039 10.4
Type Totals 130 6402 5,568 621 6 18 12 63 9 7 32 52025 114 125 487

C1




TC TSTATS

STATISTICS PAGE 1
PROJECT  NEWMAN DATE 2/23/2014
TWP RGE SECT TRACT TYPE ACRES PLOTS TREES CuFt BdFt
18N__ 09W 33 SCHULTZ 0001 11.20 10 49 S W
ESTIMATED PERCENT
TREES TOTAL SAMPLE
PLOTS TREES PER PLOT TREES TREES
TOTAL 10 49 4.9
CRUISE 10 28 28 273 10.2
DBH COUNT 172
REFOREST
COUNT
BLANKS
100 %
STAND ZTTMMARY
SAMPLE ~ TREES AVG BOLE  REL  BASAL GROSS NET  GROSS  NET
TREES /ACRE DBH LEN  DEN  AREA BF/AC BF/AC  CF/AC  CF/AC
SS/ES 33 207 18.6 48 39.1 4,823 4,230 1,167 1,014
RCEDAR 12 110 18.4 46 203 1,275 1,046 480 392
R ALDER 4 8.0 11.1 37 54 305 292 101 92
TOTAL 49 39.8 17,3 46 64.8 6,402 3,568 1,747 1,498
COEFF SAMPLE TREES - BF # OF TREES REQ. INE. POP.
SD: 1 VAR.% S.E% LOW AVG  HIGH 5 10 15
SSIES 3012 430 145 254 364
RCEDAR 356.1 50.9 17 34 51
R ALDER 412.1 589 1 2 3
TOTAL 262.8 37.5 182 291 400 2,763 691 307
COEFF SAMPLE TREES - CF # OF TREES REQ. INF. POP.
SD: 1 VAR.% S.E% LOW AVG _ HIGH 5 10 15
SS/ES 266.7 38.1 36 39 81
RCEDAR 3123 446 7 12 17
R ALDER 427.6 61.1 0 1 1
TOTAL 219.3 31.3 49 71 93 1,924 481 214
COEFF TREES/ACRE # OF PLOTS REO. INF. POP.
SD: 1 VAR.% S.E% LOW AVG ~ HIGH 5 10 15
SS/ES 144.1 456 11 21 30
RCEDAR 857 27.1 8 11 14
R ALDER 159.6 50.5 4 8 12
TOTAL 71.7 227 31 40 49 206 51 23
COEFF BASAL AREA/ACRE # OF PLOTS REQ. INF. POP.
SD: 1 VAR % S.E% LOW AVG__ HIGH 5 10 15
SS/ES 384 12.1 34 39 44
RCEDAR 76.5 24.2 15 20 25
R ALDER 137.1 434 3 5 8
TOTAL 30.8 9.8 38 65 71 38 10 4
COEFF NET BF/ACRE # OF PLOTS REQ. INF. POP.
SD: 1 VAR.% S.E% LOW AVG  HIGH 5 10 15
SS/ES 794 25.1 3,168 4,230 5,293
RCEDAR 89.2 282 751 1,046 1,340
R ALDER 137.1 433 166 292 419
TOTAL 67.4 21.3 4,381 5,568 6,756 182 45 20
COEFF NET CUFT FT/ACRE # OF PLOTS REQ. INF. POP.
SD: 1 VAR.% S.E% LOW AVG ~ HIGH 5 10 15
SS/ES 65.4 20.7 804 1,014 1,224
RCEDAR 84.6 26.7 287 392 497
R ALDER 1384 438 51 92 132
TOTAL 57.1 18.1 1,227 1,498 1,768 131 33 15
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Qualifications of Appraisers
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Timothy D. Newman
curriculum vitae

Business address: S. A. Newman Firm, 3216 Wetmore Avenue, P. O. Box 156,
Everett WA 98206-0156; phone 425-259-4411; fax 425-258-4435. Email:
tnewman@sanforest.com Established 1946; incorporated 1973.

Practice Areas: Appraisal of real estate, transitional use property, forest land and
timber; appraisal review, partial and complete acquisitions for public use including
property condemnation and "diminution in value" issues.

Education:

Master of Science, Forestry, University of Washington
Bachelor of Arts, Economics, University of Washington

Professional Certifications/Designations:

e Designated as an MAI (Member of the Appraisal Institute), conferred by the
Appraisal Institute (no. 7858)

o Certified Real Estate Appraiser (General Classification) under RCW
18.140, license no. 1100664; issued August 8, 1991

o Approved appraiser/review appraiser list, Washington State Department of
Transportation

e Appraiser/review appraiser-approved under Uniform Appraisal Standards
for Federal Land Acquisitions

¢ Certified Forester (no. 2955), conferred by the Society of American
Foresters

Tim joined the S. A. Newman Firm in 1978 and serves as Partner. Tim has over
40,000 hours of experience in the indicated practice areas and completed over 500
hours of continuing education in appraisal. Among live coursework/exams recently
completed: 33-hour “Valuation of Conservation Easements” certificate program
(Chicago IL venue, May 16 — 20, 2011) sponsored by Appraisal Institute; 20-hour
Appraisal Review course A380 under Uniform Appraisal Standards for Federal Land
Acquisitions (April 20 — 22, 2011); and 16-hour UASFLA course on April 21 — 22,
2010 by the same sponsor in collaboration with U.S. Department of Justice.

Tim provides independent appraisal and counseling services to governmental
agencies at federal, state and local levels, conservancy groups, law and accounting
firms, major forest products companies and other clients. He served recently (2010-
2012) as a Regional Representative of the Seattle chapter of the Appraisal Institute
and formerly as a 6-year member of Al's Regional Ethics and Counseling Panel.

TwinHarborsSchultz.1403 S. A. Newman Firm



Representative Experience:

Appraisals under Uniform Appraisal Standards for Federal Land Acquisitions:
Includes recent (2010-2013) appraisals of privately owned inholdings in Olympic
National Park and in National Wildlife Refuges (NWRs) in both western and
eastern Washington state. Also, appraisal of 176 parcels during 2007 in Chelan,
Kittitas and Yakima Counties, WA totaling 95,176 acres including merchantable
timber thereon, for (later consummated) land exchange between Washington
state agencies;

Appraisals of important riparian corridors — Hoh River corridor in western
Jefferson County (April 2009) and other periods since 2000, under Uniform
Appraisal Standards for Federal Land Acquisitions encompassing 500+ acres,
including cruise and appraisal analysis/contribution of on-site timber; also on
1,870 acres in Skookum Creek corridor in Whatcom County (Sept.2009);
Analyses of Impact of ESA-Listed Species on Market Value - Integral to
appraisal of numerous privately and publicly owned properties in Washington
state occupied by Northern spotted owl, a federally threatened and state
endangered species; or marbled murrelet, which is federally and state
threatened.

Washington State Dept. of Natural Resources Trust land portfolio valuation -
Served as consultant to Deloitte Touche in evaluating timber on 2,000,000+
acres of DNR trust land statewide;

Proposed Exchange of Perpetual Timber Rights (PTRs) and merchantable
timber - Lead appraiser for private owner of 23,900 acres of PTRs in central
Washington and State agency administering 7,500 acres of timber proposed
for exchange; :

Analyses of Impact of ESA-Listed Species on Market Value - Integral to
appraisal of numerous privately and publicly owned properties in Washington
state occupied by Northern spotted owl, a federally threatened and state
endangered species; or marbled murrelet, which is federally and state
threatened;

Williams Gas Pipeline Expansion (2004 — 2011) - Appraisal of contribution of
resource (stumpage) and ornamental vegetation on each of 500+ ownerships
in five counties in western Washington with various highest and best use
scenarios, in partial acquisitions for utility use; included cruise of on-site
timber expected to be legally harvestable under applicable highest and best
uses;

Green River Watershed - Appraisal review and independent appraisal of a
private 47,000 acre forest land ownership within a public watershed in King
County, WA, managed under federally approved Habitat Conservation Plan;
included field audit of inventory data supplied by prospective seller;

Appraisal of 65 parcels--over 54,000 acres--for Proposed Partitionment - On
behalf of a forest products company established in 1884 and long time client,
on property in 9 counties in western Washington; included cruise of on-site
timber expected to be legally harvestable under applicable land use scenarios.
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Peter C. Blansett

Business address: S. A. Newman Firm, 3216 Wetmore Avenue, P. O. Box 156,
Everett WA 98206-0156; phone 425-259-4411; fax 425-258-4435. Email:
pblansett@sanforest.com  Website: www.sanforest.com  Established 1946.

Practice Areas: Timber appraisal in both non-conversion and land use conversion,
forest practices consulting including permit procurement and pre-sale layout; variable
and fixed radius plot cruising, continuous forest inventory and auditing in direct and
supervisory roles; arboricultural services, and "diminution in value" issues, including
expert witness experience in various Superior Courts.

Education: A.A.S., Forest Technology, Ranger School, State University of New
York (SUNY), College of Environmental Science and Forestry, Wanakena, New York.

Professional Certification:

¢ Designated as a Certified Arborist by International Society of Arboriculture
(certificate no. PN-0659A) '

Peter joined the S. A. Newman Firm in 1983 and serves as Principal Forester. Peter
has over 40,000 hours of experience in the indicated practice areas and completed
over 300 hours of continuing education in forestry, arboriculture and appraisal. He
provides consulting forestry, appraisal and other professional services to major forest
products companies, governmental agencies at federal, state and local levels,
conservancy groups, law and accounting firms and other clients. Peter has appeared
as an expert witness before various Superior Courts and administrative and
mediation hearings in Washington state in resolution of timber trespass, land use and
appraisal issues on approximately 50 occasions.

Representative Experience:

e Proposed Exchange of Perpetual Timber Rights (PTRs) and merchantable
timber - Lead forester for private owner of 23,900 acres of PTRs in central
Washington and State agency administering 7500 acres of timber proposed
for exchange;

e Analyses of Impact of ESA-Listed Species on Market Value - Integral to
appraisal of numerous privately and publicly owned properties in Washington
state occupied by Northern spotted owl, a federally threatened and state
endangered species; or marbled murrelet, which is federally and state
threatened:
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Peter C. Blansett

Williams Gas Pipeline Expansion - Appraisal of contribution of resource
(stumpage) and ornamental vegetation on each of 500+ ownerships in five
counties in western Washington with various highest and best use scenarios,
in partial acquisitions for utility use; included cruise of on-site timber expected
to be legally harvestable under applicable highest and best uses;

Green River Watershed - Lead forester in appraisal review and independent
appraisal of a private 47,000 acre forest land ownership within a public
watershed in King County, WA, managed under federally approved Habitat
Conservation Plan; included field audit of inventory data supplied by
prospective seller;

Appraisal of 65 parcels--over 54,000 acres--for Proposed Partitionment - Lead
forester on behalf of a forest products company established in 1884 and long
time client, on property in 9 counties in western Washington; included cruise of
on-site timber expected to be legally harvestable under applicable land use
scenarios;

Appraisal and Timber Cruise of Property Exchange between Trillium
Corporation and Washington State Dept. of Natural Resources -
Encompassed property now within Lake Whatcom Landscape Plan; and other
property in Whatcom, Skagit and Snohomish Counties, WA.
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