











MYSTERY ALASKA S/D PH. lI APPRAISAL REPORT No. 3398-01

MEMORANDUM State of Alaska

Department of Natural Resources Division of Mining, Land and Water
Tel (907) 269-8514 550 West 7" Avenue, Suite 650
Fax (907) 269-8914 Anchorage AK 99501-3576

Michael Ward@dnr.state.ak.us

DATE: April 15, 2007

TO: Kevin Hindmarch
Review Appraiser

FROM: Michael R. Ward, Appraiser |

SUBJECT: Appraisal of 15 Parcel ated in the Mystery Alaska Subdivision
South Johnson’s Road
Big Lake, Alaska

As requested, | have completed an appraisal of the above referenced real estate. | understand that this
appraisal will be used to determine the minimum purchase price for 15 residential parcels to be offered in
a sealed bid auction. | am submitting this report for your review and approval.

The appraisal was completed in accordance with the “Uniform Standards of Professional Appraisal
Practice” of the Appraisal Foundation and in accordance with the General Appraisal Instructions, DNR.
This is a complete, summary report based on the General Assumptions and Limiting Conditions stated in
the report, as well as the facts, analyses and reasoning leading to the opinions of value.

| have inspected the subject area and the comparable sales used in this report. Physical descriptions of
the subject area are based on physical inspections, soil maps, aerial photography and topographic maps.
Based on my observations and analyses of all available data, | have formed an opinion of the market
value as of the effective date of value.
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MYSTERY ALASKA S/D PH. Ii APPRAISAL REPORT No. 3398-01

CERTIFICATION OF VALUE

I certify that, to the best of my knowledge and belief:
. the statements of fact contained in this report are true and correct.

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

° I 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.

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

. my engagement in this assignment was not contingent upon developing or reporting of a
predetermined results.

. my 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.

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

° I have made a personal inspection of the property that is the subject of this report.

no one provided significant professional assistance to the person signing this report.

. [ have the knowledge and experience to competently complete this assignment.

my opinion of the market value of the fee simple title less mineral rights for the land only
developed to its highest potential, described in the subsequent report are :
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MYSTERY ALASKA S/D PH. Il

APPRAISAL REPORT No. 3398-01

SUMMARY OF VALUES
MYSTERY AK SUBDIVISION PHASE II ASLS 2004-32

ADL BLOCK]| LOT | ACRES SUBDIVISION NAME VALUE
229620 1 1 1.99 MYSTERY ALASKA SUBDIVISION $44,800
220621 1 2 1.00 MYSTERY ALASKA SUBDIVISION $22,500
220622 1 3 1.00 MYSTERY ALASKA SUBDIVISION $21,400
279623 1 4 1.00 MYSTERY ALASKA SUBDIVISION $21,400
229624 1 5 1.00 MYSTERY ALASKA SUBDIVISION $21,400
229625 1 6 1.00 MYSTERY ALASKA SUBDIVISION $20,300
220626 1 7 1.00 MYSTERY ALASKA SUBDIVISION $20,300
220628 2 1 2,55 MYSTERY ALASKA SUBDIVISION $54,500
220629 2 2 1.28 MYSTERY ALASKA SUBDIVISION $28,800
220630 2 3 1.28 MYSTERY ALASKA SUBDIVISION $28,800
229631 2 4 1.28 MYSTERY ALASKA SUBDIVISION $28,800
229632 2 5 1.27 MYSTERY ALASKA SUBDIVISION $28,600
220633 2 6 1.27 MYSTERY ALASKA SUBDIVISION $27,100
220634 2 7 1.27 MYSTERY ALASKA SUBDIVISION $27,100
220635 2 8 1.27 MYSTERY ALASKA SUBDIVISION $27,100

3-27-2007 NI ()
Date Appraiser
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MYSTERY ALASKA SUBDIVISION ASLS 2004-32 I~

N LEGAL | ACRES UTILITIES VIEW | TOPOGRAPHY| SHAPE Corner E
ADL # BLOCK LOT )
229620 1 1 1.99 E & NG across road No level normal yes T
229621 1 2 1.00 None, 290' to E & NG No level normal no N
229622 1 3 1.00 None, 435'to E & NG No level normal no
229623 1 4 1.00 None, 580'to E & NG No level normal no -
229624 1 5 1.00 None, 725 to E & NG No level normai no m““’
229625 1 6 1.00 None, 870' to E & NG No level normal no ‘
229626 1 7 1.00 None, 1,015 to E & NG No level normal no
229628 2 1 2.55 E & NG across road Yes level/sloping normal yes 'E«
229629 2 2 1.28 None, 280' to E & NG Yes level/sloping normal no -
229630 2 3 1.28 None, 420'to E & NG Yes level/sioping normal no ’
229631 2 4 1.28 None, 560'to E & NG Yes level/sloping normal no
229632 2 5 1.27 None, 700" to E & NG Yes level/sloping normal no
229633 2 6 1.27 None, 840' to E & NG Yes level/sloping normal no
229634 2 7 1.27 None, 980'to E & NG Yes level/sloping normal no 3
229635 2 8 1.27 | None, 1,120to E& NG | Yes level/sloping normal no [t

Mvsterv AK lots xlsAnalvsis 5/1/2007






MYSTERY ALASKA S/D PH. II APPRAISAL REPORT No. 3398-01

PREMISES OF THE APPRAISAL

TYPE OF APPRAISAL AND REPORT

This is a complete, summary appraisal prepared in accordance with Standard Rules 1 and 2 of the
Uniform Standards of Professional Appraisal Practice, Appraisal Foundation, and in accordance with
General Appraisal Instructions, DNR, a copy of which is included in the Addenda.

PURPOSE OF THE APPRAISAL
The purpose of this appraisal is to estimate the current market value of the properties described in this
report.

INTENDED USE OF THE APPRAISAL
This appraisal will be used to determine the minimum purchase price for parcels to be made available in a
sealed bid auction.

CLIENT AND USER IDENTITY
This appraisal is prepared for the State of Alaska, Department of Natural Resources and the general
public.

PROPERTY RIGHTS APPRAISED

The rights appraised are the fee simple estate less the mineral rights reserved to the State of Alaska
under AS 38.05.125(a). Fee simple estate is defined' as:

"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.”

AS 38.05.125(a) states™:

Reservation. (a) Each contract for the sale, lease or grant of state land... is subject to the following
reservations: “[sic] the party of the first part, Alaska, hereby expressly saves, excepts and
reserves...unto itself, its lessees, successors, and assigns forever, all oils, gases, coal, ores, minerals,
fissionable materials, geothermal resources, and fossils of every name, kind or description, and which
may be in or upon said land...[and the right] to occupy as much of said land as may be necessary or
convenient... to render beneficial and efficient the complete enjoyment of the property and rights hereby
expressly reserved.

As a result of the testing for coal-bed methane gas in the Mat-Su Valley, the level of public interest in the
controversy is elevated. It is too soon to tell if a reaction (positive or negative) to the drilling will be
evident in the market place. Until the situation is clarified, no consideration for the lack of mineral rights
will be made.

DEFINITION OF MARKET VALUE®

The most probable price, as of a specified dafe, in cash, or in terms equivalent to cash, or in other precisely revealed
terms, for which the specified property rights should sell after reasonable exposure in a competitive market under all
conditions requisite to a fair sale, with the buyer and seller each acting prudently, knowledgeably, and for self-
interest, and assuming that neither is under undue duress.

in accordance with instructions from the State of Alaska, market value for the appraised property is
estimated in terms of seller financing typical for the property type as of the date of appraisal.

! The Appraisal of Real Estate, 12th Edition, Appraisal Institute, 2001, p.69
2 Alaska Statutes Title 38, Public Land Article 5, State of Alaska, 1998, pp. 561-62
® The Appraisal of Real Estate, 12th Edition, Appraisal Institute, 2001, p.22
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MYSTERY ALASKA S/D PH. li APPRAISAL REPORT No. 3398-01

EFFECTIVE DATE OF VALUE ESTIMATE
The subject lots was inspected March 27, 2007. The effective date of the value estimate is March 27,
2007. All comparable sales were inspected on March 27, 2007

PROPERTY HISTORY

The State of Alaska has owned the undivided subject parcel since March 1985, when it was conveyed to
the State of Alaska by the Bureau of Land Management. It was part of a larger entitiement that totaled
3,394 acres.

EXPOSURE TIME

Exposure time is “...the estimated length of time the property interest being appraised would have been
offered on the market prior to the hypothetical consummation of a sale at market value on the effective
date of the appraisal...”

Exposure time varies with the type of property and changes with market conditions. The market for
residential properties in the Matanuska Susitna Valley has been strong for the last ten years. The market
has been driven by a population growing at an annual rate of approximately 5%. Primary sellers are
private developers, the Matanuska-Susitna Valley Borough, the Mental Health Lands Trust, Native
allottees, and the State of Alaska. Road accessible, residential parcels such as the subject typically
require six to 12 months of marketing time.

Compared with competing parcels in the overall market for residential parcels, the market appeal for the
subject parcels is average. Considering exposure times for similar properties, appraised values for the
subject parcels are based on an exposure time of six months to one year.

MARKETING TIME

“Marketing time is an opinion of the amount of time it might take to sell a real or personal property interest
at the corgcluded market value level during the period immediately after the effective date of an
appraisal.”

Considering current market conditions and forseeable supply and demand as of the date of appraisal,
appraised values for the subject parcels are based on an estimated marketing time of six months to one
year.

SCOPE OF THE APPRAISAL

| inspected the subject subdivision on numerous times between 2005 and March 27, 2007. Physical
features, access and utilities were identified by the use of physical inspections, topographic maps, status
plats, aerial photographs, DNR appraisal records and interviews with people who are familiar with the
area. All comparable sales were inspected on March 27, 2007.

Interviews were conducted with real estate agents, appraisers, and other individuals who provided data
about trends in values, supply and demand. Sellers and buyers were contacted to verify sale prices and
other transaction details. Also, DNR appraisal records were searched for recent sales of similar parcels.

After analysis of all available data, appropriate sales were selected for comparison with a key parcel of
the subject properties being appraised. The market value estimate is based on the following assumptions
and conditions.

4 .
op. cit. p. 83.
® Uniform Standards of Professional Appraisal Practice 2001, Appraisal Foundation, p. 128.
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MYSTERY ALASKA S/D PH. ii APPRAISAL REPORT No. 3398-01

ASSUMPTIONS AND LIMITING CONDITIONS
1. The property is appraised as vacant land without structural or site improvements.

2. Some parcels may contain saw timber but not necessarily in commercial quantities. The estimated
market value does not include the value of commercial timber, if any.

3. The data and conclusions embodied in this report are a part of the whole valuation. Each part of this
appraisal is only part of the evidence upon which final judgment is based. Therefore, no part should
be used out of context and by itself alone.

4. The appraiser, by reason of this appraisal, is not required to give further consultation, testimony, or be
in attendance in court with reference to the property in question, unless prior arrangement has been
made and adequate time is provided to review the appraisal.

5. The estimate of value in this report is not based in whole or in part upon the race, color, or national
origin of the present owners or occupants of the properties in the vicinity of the property appraised.

6. In this valuation various mathematical calculations were used to formulate the opinion of value.
These calculations are only aids for the formulation of the opinion of value by the appraiser.
Therefore, in the application of these calculations, certain arithmetical figures are rounded to the
nearest significant amount.

7. The information furnished by others is believed to be reliable but it is not warranted for its accuracy.
Plats of lease areas in this report are included for illustration only and may not be to scale.

8. It is assumed that there are no hidden or apparent conditions of the property, subsoil, or structures
that render it more or less valuable. No responsibility is assumed for such conditions, or for arranging
engineering studies to discover them.

9. Unless otherwise stated in this report, the appraiser does not know about the existence of hazardous
materials or toxic substances, which may or may not be present on the property. The appraiser is not
qualified to detect such substances. No responsibility is assumed for any such conditions or for any
expertise or engineering knowledge required to discover them.

10. The appraiser assumes no responsibility for legal matters. The subject lots are assumed to be free
and clear of encumbrances, except as otherwise noted, and title is assumed to be marketable.
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MYSTERY ALASKA S/D PH. Ii APPRAISAL REPORT No. 3398-01

PRESENTATION OF DATA

Matanuska-Susitna Borough Overview

Population: 77,174 (2005 State Demographer est.)
Incorporation Type: 2nd Class Borough

Borough Located In: Matanuska-Susitna Borough

School District: Matanuska-Susitna Schools

Regional Native Corporation:  Not Applicable

Location:

The Borough is comprised of the lush farmlands of the Matanuska and Susitna Valleys, approximately 42
miles northeast of Anchorage. It lies at approximately 61.6° North Latitude and -149.1° West Longitude.
Matanuska-Susitna Borough is located in the Palmer, Anchorage, Talkeetna Recording District. The area
encompasses 24,681.5 sq. miles of land and 578.3 sq. miles of water. The average temperatures in
January range from 6 to 14; in July, 47 to 67. Annual precipitation is 16.5 inches.

History:

By 1920, gold, coal mining, and construction of the Alaska railroad sustained the local population. The
Matanuska Valley was settled by homesteaders who led an agricultural lifestyle in the 1930s.
Construction of the statewide road system and the rich farmlands fueled population growth. Today,
Borough residents enjoy a more rural lifestyle close to metropolitan Anchorage.

Culture:
Low housing costs, the rural lifestyle, and a reasonable commute to Anchorage for employment and
services has made the Mat-Su Borough one of the fastest growing areas of Alaska in recent years.

General Description of the Local Economy:

The economy is diverse, and residents are employed in a variety of retail, professional services, city,
borough, state and federal occupations. Top employers are Mat-Su Schools, Valley Hospital, Wal-Mart,
Carrs/Safeway and Fred Meyer. About one-third of the Borough's labor force commutes to Anchorage for
employment. 244 borough residents hold commercial fishing permits.

The following Income and Employment data is from the 2000 U.S. Census. Additional detail is available
from:the Alaska Department of Labor and Workforce Development, Census and Geographic Information
Network and the U.S. Census Bureau's American Fact Finder.

Income and Poverty Levels:

Per Capita Income: $21,105
Median Household Income: $51,221
Median Family Income: $56,939
Persons in Poverty: 6,419
Percent Below Poverty: 11.0%
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MYSTERY ALASKA S/D PH. Ii APPRAISAL REPORT No. 3398-01

Employment:

Total Potential Work Force (Age 16+): 42,705
Total Employment: 25,356
Civilian Employment: 24,981
Military Employment: 375
Civilian Unemployed (And Seeking Work): 2,867
Percent Unemployed: 10.3%
Adults Not in Labor Force (Not Seeking Work): 14,482
Percent of All 16+ Not Working (Unemployed + Not Seeking): 40.6%
Private Wage & Salary Workers: 16,925
Self-Employed Workers (in own not incorporated business): 2,734
Government Workers (City, Borough, State, Federal): 5,186
Unpaid Family Workers: 136
Facilities:

This information is available on a community basis. Communities located within the Borough include: Big
Lake, Buffalo Soapstone, Butte, Chase, Chickaloon, Farm Loop, Fishhook, Gateway, Glacier View,
Houston, Knik River, Knik-Fairview, Lake Louise, Lakes, Lazy Mountain, Meadow Lakes, Palmer,
Petersville, Point MacKenzie, Skwentna, Susitna, Sutton-Alpine, Talkeetna, Tanaina, Trapper Creek,
Wasilla, Willow and Y.

Transportation:

The area accesses both the Glenn and George Parks Highways. Commercial airlines serve the nearby
Anchorage International Airport, but a local municipal airport supports private and chartered services. The
Alaska Railroad provides for delivery of ocean freight.

Climate:

The average temperatures in January range from 6 to 14; in July, 47 to 67. Annual precipitation is 16.5
inches.

H:\2008 Land sales\Mystery AK SD || NAR.doc 05/02/07 10



MYSTERY ALASKA S/D PH. i APPRAISAL REPORT No. 3398-01

PROPERTY DESCRIPTION
Big Lake Neighborhood
Current Population: 3,082 (2005 State Demographer est.)
Incorporation Type: Unincorporated
Borough Located In: Matanuska-Susitna Borough
School District: Matanuska-Susitna Schools
Regional Native Corporation: Not Applicable

Location:

Big Lake is a community on the shore of Big Lake, 13 miles southwest of Wasilla, in the Chugach
Mountains. It lies adjacent to Houston and Knik-Fairview. It lies at approximately 61.52559° North
Latitude and -149.9415° West Longitude. (Sec. 28, TO17N, RO03W, Seward Meridian.) Big Lake is
located in the Palmer Recording District. The area encompasses 131.9 sq. miles of land and 12.9 sq.
miles of water. January temperatures range from -33 to 33; July can vary from 42 to 83. Precipitation
includes 14 inches or rain and 48 inches of snow.

History:

Early inhabitants were the Athabascan Dena'ina Indians. Around 1899, the Boston and Klondike
Company made the first sled trail north into the Talkeetna Mountains from Knik via Big Lake.
Homesteaders in 1929 and after World War Il settled Big Lake. Materials were transported from Pittman
railroad station over eleven miles of rough trail. By 1959, a number of lodges and several children's
camps were operating on the lake, and at least 300 cottages and camps were owned by individuals.
Lake-front lots became accessible in the 1960s and 1970s, with the expansion of roads and power. In
June 1996, the "Miller's Reach" wildfire destroyed more than 37,500 acres in the Big Lake and Houston
area, including 433 buildings and homes valued at $8.9 million. Low housing costs, the semi-rural
lifestyle, and a 45-minute commute to Anchorage has supported growth in the Mat-Su Valley.

Culture:

Big Lake has numerous vacation and weekend homes owned by Anchorage residents. Boating and
fishing are extremely popular on the lake during the summer months. High school students attend
Houston Jr./Sr. High School.

Economy:

Most residents are employed in Anchorage, Palmer/Wasilla, or at businesses serving the community.
There are several lodges on the lake to support summer recreational boating and fishing activities.
Unemployment is relatively low. Six residents hold commercial fishing permits.

Facilities:

85% of homes have individual water wells and septic systems, with complete plumbing. The schools and
Big Lake shopping mall also have individual well systems. The remainder of residents haul water and use
outhouses. A Borough refuse Transfer Station is located at Big Lake.

Transportation:

Big Lake Road is accessible from mile 52 of the George Parks Highway. A State-owned 2,435’ lighted
gravel airstrip and fioat plane dock are available. Several boat launches and a marina support
recreational water craft.

Climate:

January temperatures range from -33 to 33; July can vary from 42 to 83. Precipitation includes 14 inches
or rain and 48 inches of snow.
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I MYSTERY ALASKA SUBDIVISION ASLS 2004-32 3
LEGAL ACRES UTILITIES VIEW | TOPOGRAPHY| SHAPE Corner

ADL # BLOCK LOT

229620 1 1 1.99 E & NG across road No level normal yes
229621 1 2 1.00 None, 290'to E & NG No level normal no
229622 1 3 1.00 None, 435'to E & NG No level normal no
229623 1 4 1.00 None, 580' to E & NG No level normal no
229624 1 5 1.00 None, 725'to E & NG No level normal no
229625 1 6 1.00 None, 870' to E & NG No level normal no
229626 1 7 1.00 None, 1,015 to E & NG No level normal no
229628 2 1 2.55 E & NG across road Yes level/sloping normal yes

evel/sloping

e ———————— e e
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one, norma no
229631 2 4 None, 560' to E & NG level/sloping normal no
229632 2 5 1.27 None, 700'to E & NG Ievel/sloping normal no
229633 2 6 1.27 None, 840'to E & NG level/sloping normal no
229634 2 7 1.27 None, 980" to E & NG level/sloping normal no
229635 2 8 1.27 None, 1,120'to E & NG level/sloping normal
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MYSTERY ALASKA 8/D PH. Il APPRAISAL REPORT No. 3398-01

Vegetation
Partly open stands of spruce, birch and alder are the dominant vegetation in the area. Portions of the
area were burned during the Miller's Reach Fire of 1996, but new growth is emerging.

Utilities

Electric service and natural gas are available along South Johnson’s Road, but is not extended into the
subdivision along West Garten Drive. Electrical service has been extended into the subdivision along
Pinckney Drive, one block to the south. Telephone service is in the area. There are no other public
services in the neighborhood.

Easements

The lots are impacted by a 15’ utility easement along the front border, with B1, L1 and B2, L1 having a
similar easement along their east border. Block 1, Lot 1 is also impacted by a small easement covering
the southeast corner of the lot covering approximately 1,375 square feet. These peripheral easements do
not adversely impact value. No other adverse easements or encroachments were noted.

Environmental Hazards
None were observed.

Hazardous Waste and Toxic Materials
None were observed.

Zoning Regulations
The subject is located within the Matanuska-Susitna Borough.

Tax Assessments
The parcels are currently State owned, but when transferred to private ownership, the buyers would be
responsible for real estate taxes to the Mat-Su Borough.

Ownership History

The undivided subject parcel has been owned by the State of Alaska since March 1985, when it was
conveyed to the State by the Bureau of Land Management. It was part of a larger entitlement that totaled
3,394 acres. Once title is transferred from the State, property taxes will be the responsibility of individual
lot owners.

H:\2008 Land sales\Mystery AK SD Il NAR.doc 05/02/07 14



MYSTERY ALASKA S/D PH. Il APPRAISAL REPORT No. 3398-01

DATA ANALYSIS & CONCLUSION

Highest and best use analysis identifies the most profitable and competitive use of the property.
Therefore, highest and best use is a market driven concept that is fundamental to the valuation of
a property.

HIGHEST AND BEST USE

Highest and best use is defined as:

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

The highest and best use of a site must meet four criteria. The highest and best use of a property
must be:

legally permissible,

physically possible,

financially feasible, and

maximally productive.

The value of land is generally estimated as though vacant and available for development to its
highest and best use. The appraisal of improvements (when present on the site) is based on
their actual contribution to the total value of the property. The appraised property is vacant and
unimproved.

HIGHEST and BEST USE of SITE as VACANT

Legally Permissible

There are no local zoning laws limiting the development of this parcel. Development of well and
septic systems must comply with the requirements of the Department of Environmental
Conservation. The subject parcel could be developed for almost any legal use.

£

Physically Possible

The size and physical characteristics of the individual lots are adequate to support all reasonable
and probable uses. All lots have level to sloping topography and soils that are suitable. All lots,
have an ample number of building sites suitable for development with a residential structure.

Financially Feasible

Surrounding land use is primarily residential. According to the State Dept of Labor, the
Matanuska-Susitna Valley has seen an average population increase of 4.2% per year over the
last five years. The availability of larger home sites and the home affordability have driven the
population and economic expansions. Given the improvements in the Glenn and Parks
Highways, the drive time to Anchorage has been reduced with many commuters choosing to work
in Anchorage and live in the Valley.

Maximally Productive
Surrounding land use is a mix between residential and recreational. Maximally productive use is
the use that produces the maximum return from the proceeds of a sale or lease.

Highest And Best Use Of Land As Vacant
Based on the foregoing analysis, the highest and best use of the subject parcel as vacant would
be for residential or recreational development.

® The Appraisal of Real Estate, Twelfth Edition, Appraisal Institute, 2001, p305
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