APPRAISAL OF THE OLD MISSION SCHOOL

PREPARED FOR: TRAVERSE CITY AREA PUBLIC SCHOOLS
PROPERTY IDENTIFICATION: 2699 ISLAND VIEW ROAD

TRAVERSE CITY, MICHIGAN 49686
OWNER OF RECORD: TRAVERSE CITY AREA PUBLIC SCHOOLS
INTEREST APPRAISED: FEE SIMPLE
DATE OF VALUE: MAY 26, 2016
DATE OF INSPECTION: MAY 26, 2016
DATE OF APPRAISAL: JUNE 15, 2016
TYPE OF REPORT: USPAP APPRAISAL REPORT
APPRAISERS: MICHAEL TARNOW, MAI, SRA

NORTHERN MICHIGAN REAL ESTATE CONSULTANTS
413 NORTH DIVISION STREET

TRAVERSE CITY, MICHIGAN 49684

PHONE: 231-995-8828

FACSIMILE: 231-941-5334

EMAIL: mtarnow@nmrec.com

WEBSITE: www.nmrec.com
Island View, 2659 TCAPS 5-16

Page 1



Michael Tarnow, MAI, SRA
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LMalBiA L Northern Michigan Real Estate Consultants
413 North Division Street
Traverse City, Michigan 49684
Phone 231-995-8828 Fax 231-941-5334
mtarng mrec.com wWwWw.nmrec.com
June 15, 2016
Christine Thomas-Hil

Executive Director of Finance/Operations
Traverse Area Public Schools

412 Webster Street

Traverse City, MI 49686

RE:  The appraisal of the Old Mission School, 2699 Island View Road, Traverse City, Michigan
Dear Ms. Thomas-Hill:

The following appraisal report has been prepared in accordance with your request for an estimate of a
range of market value of the fee simple title to the above captioned real properly for marketing purposes.
I have personally inspected the property and made a careful and detailed analysis of factors pertinent to
the estimate of value. This firm has not provided valuation services regarding the subject property within
the last three years.

This is an Appraisal Report prepared under Standards Rule 2-2 of the Uniform Standards of Professional
Appraisal Practice, effective as of the date of inspection.

The subject consists of a modern school building (38,335 square feet above grade) utilized as a K — 5
grade school with a ot area of 15.15 acres. The property is located in a suburban area on the Old
Mission Peninsula about 8 miles north of Traverse City and is zoned Agricuftural. The clfent is considering
closing the school; a potential donor has offered to provide funds to keep the school open and is
requiring this appraisal.
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The accompaniying report contains the results of the investigation and analysis. The conclusion of value is
market value, based on mortgage terms generally available in the focal market.

Markel value is defined as follows:

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

e Buyer and seller are typically motivated;
Both parties are well informed or well advised, and acting in what they consider their own best
interests;
A reasonable time is allowed for exposure in the open market;
Payment is made in terms of cash in U.S. dollars or in terms of financial arrangements
comparable thereto; and

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

Source: Interagency Appraisal and Evaluation Guidelines from the Comptroller of the Currency, the Federal Reserve
System, the Federal Deposit Insurance Corporation, the Thrift Supervision Office, and the National Credit Union
Administration on 12/10/2010, Paragraph Citation 75 FR 77472 Page 77472

Nothing in this appraisal shall create a contractual relationship between the appraiser or dlfent and any
third party. The dlient’s acceptance of this appraisal provides prima facle evidence of their acceptance
and agreement with the results of this appraisal by this appraiser and provides no cause of action in favor
of any third party.

This appraisal shall not be construed to render any person or entity a third party beneficiary of this
appraisal including, but not limited to, the property owner or any third party.

NMREC, and the appraisers accept no responsibility for damages suffered by any third party as a result of
reflance on or decisions made or actions taken based on this appraisal by this firm or this appraiser,
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7o the best of my knowledge and belief, this report has been prepared in conformity with the Uniform
Standards of Professional Appraisal Practice of the Appraisal Foundation, and with the requirements of
the code of Professional Ethics and Standards of Professional Appraisal Practice of the Appraisal Institute.

Respectfully submitted,

Michael Tarnow, MAI, SRA
Certified General Appraiser #1201000638

Island View, 2699 TCAPS 5-16
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SUMMARY OF SALIENT FACTS

Address:

Assessor’s Parcel Number:

Interest Appraised:
Date of Value:
Date of Inspection:
Date of Report:
Owner of Record:
Land Area:
Zoning:
Highest and Best Use:
As If Vacant:
As Improved:
Existing Improvements

Type:
Year Built:

Type of Construction:

Size:
Condition:

2699 Island View Road
Traverse City, Michigan 49686

28-11-133-002-00

Fee Simple

May 26, 2016

May 26, 2016

June 15, 2016

Traverse City Area Public Schools

15.10 Acres (per the assessment records)

Agricultural

Future Development
Use of Existing Building for Offices and Retail

Masonry School Building

Unknown; Remodeled and added onto in 2006
Concrete Block

Gross Building Area 38,335 SF
Good
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SUMMARY OF SALIENT FACTS (continued)
Estimated Marketing Time: 1 Year
Estimated Exposure Time: 1 Year

Value Indicators

Cost Approach: Not Fully Developed

Sales Comparison Approach: $575,000; As a vacant building

Income Approach: $1,500,000; As an operating charter school

Conclusion of Market Value: $575,000 to $1,500,000
APPRAISER: MICHAEL TARNOW, MAI, SRA

NORTHERN MICHIGAN REAL ESTATE CONSULTANTS
413 N. DIVISION STREET

TRAVERSE CITY, MICHIGAN 49684

PHONE: (231) 995-8328

EMAIL: mtarnow@nmrec.com
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ADDRESS

2699 Island View Road
Traverse City, Michigan 49686

LEGAL DESCRIPTION
NE 1/4 OF SW 1/4 OF NE 1/4 & ALSO COM SEC NR OF NW 1/4 OF NE 1/4; N 1 DEG E,

641.51"; S 83 DEG W 61.87"; S 45 DEG W 443.56"; S 323.68". E 371.9' TO POB. SEC 33
T29N R10W, Peninsula Township, Grand Traverse County, Michigan

TAX DATA
Parcel Code Number:; 28-11-133-002-00
2015 Assessed Value: Tax Exempt
Factor: 1.00
2015 State Equalized Value: Tax Exempt
2015 Taxable Value: Tax Exempt.
2015 Millage: 0.0450640 (Non-Homestead)
Estimated Taxes: Tax Exempt

As a result of Michigan's voter approved Proposal A in 1993, property assessment information has been
revised to include assessed value, state equalized value, capped value, and taxable value. These terms
are defined as follows:

Assessed Value (AV) represents 50% of the market value of the property. This value can change from
year to year without regard to caps or other presumed limits on taxes, etc.

State Equalized Value (SEV) /s the value of the property as equalized by the county andj/or state,
Generally, the SEV is the same as the assessed value unless the state or county has applied a
muiltiplying/equalizing factor to correct the overall valuation of a class of property in the district. Capped
Value - is the taxable value of your property last year pius 5%. Proposal A mandated a 5% cap on the
valuation used fo calculate taxes.

Taxable Value Since the inception of Proposal A, SEV and AV are no longer the base for calculating
taxes. Unless the property is sold, then the taxable value is uncapped and the assessed value becomes
the taxable value for the new owner. One exception is if a properly is transferred by foreclosure or
forfeiture of a recorded instrument. In this instance this change in ownership does not trigger the
Taxable Value to be changed to the SEV. However, for the current owner (owner of record on or before
December 31, 2003) the taxable value does not change by more than the State Tax Commission
Consumer Price Index, (inflation rate) or the mandated 5% cap, whichever is less.

Northern Michigan Real Estate Consultants
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TAX DATA (continued)

The definition of market value presented previously presumes a transfer of ownership. For this reason it
is assumed that the property’s Capped Value would be adjusted at the time of sale to equal the SEV.
Therefore, for the purposes of this analysis and resulting opinion of value, the property taxes are
caiculated by multiplication of the SEV and the millage rate. The millage is for 2015 because the 2016
rate has not yet been established.

SALES HISTORY OF THE SUBJECT

The subject property has not sold during the last five years. The property is not currently listed for sale
and there are no know offers to purchase the property at this time.

Northemn Michigan Real Estate Consultants
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ZONING

The subject is located in the A-1 Agricultural district.

Northern Michigan Real Estate Consultants
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ZONING (continued)

Section 67 A-1 District: Agricultural:

Section 6.7.1 Intentand Purpose: This District is intended to recognize the unique ecological

charactar of the Peninsula and {0 proserve, enhance, and stabilizing existing areas within the
Township which are presently being used predominately for farming purposes, yet recognize
that there are lands within the district which are not suited fo agricuiture, therefore alfowing
other imited usas which are deemed io be compatible with agnicultural and open space uses.

Sachon 6.7.2 Uses Permittedt by Right:

1)
(2)
(3)

(4)

{5)
(6)

{7)

One-family dwellings

Twe-farnily dwellings.

iichile homes. Provided the mobile home shall maet the requirements of the Mobile
Home Construction and Safety Standards At {24 CFR part 3280} and bear a HUD label
s0 indicating.

Field crop and frult farming, truck gardening, horticuiture, aviaries, hiatcheries, apiaries,
green hcuses, Yrea nurseries, and similar agricultural enterprises along with accessory
uses incidantal ta the above,

Raising and keeping of small animais such as pouitry, rabbits. and goats.

K, such as catle. hogs, harses, ponies, sheep,

and simiar livestock, exceotfseder iots. (REVISED BY AMENDMENT 1558) (REVISED
BY AMENDMENT 162A)

Customary home occupations.

Northern Michigan Real Estate Consultants
Page 11



ZONING (continued)

(8)

(9}

(10

(11}

12)

Roadside stands selling regionally grown frash andior processed farm produce, rav
forest products, cutflowers, potted plants, agricultural andforest products, butexciuding
flems of a kind that are not grown regionally. and algo excluding non-agnculiural items
and products the sale of which requires a permit from the Michigan Liquor Controf
Commission. Roadside stands are subject to the foliowing terms and condiions:
{REVISED BY AMENDMENT 95)

(@)

)

{c)

(d)

()

A

Tha stand is not aver 150 square feat in area. The 150 square foot area may be
within a 'amer existing structure. so long as ihe larger struciure meets all the
setback requirements of the Agricultural District.

Awnings up to & feet projection from the stand structure may be used on three
sides of the structure. In the event that the 150 square feet is part of a larger
structure ihe awning is allowed only on the portion making up the 150 sguare
feet.

There shall e a ratio of 1 parking space per 25 square feel of structure 1o the
maximum 150 square feel. There shall be a minimum of five (5) parking spaces
available and clearly marked with adequate turn amund, so that all vehicles are
furnished parking off the putfic right-of-way.

No land use penmst is required for a roadside stand if the structre is less than
25 square Teet in area.

if ine roadside stand is less than twanty five (25) square faet in area or s larger
than twenty five (25) square feet but is only leftin place seasanally, the roadside
stend may be locaied adjacent tn the front lot fina rather than meeting the front
setback required by Section 6.8.1.

itis the intent of this section o provide only for the limited seasonal sale of
agncuttural and refated producs, but not to encourage the size of investmentm
squipment that would require a commercial zone (REVISED BY AMENDAENT 86)

Cemetenes, public or private.

Aoricultural Labor Camp for less than five (5) migrant workers. {(REVISED BY
AMENDMENT 90)

mp, (ADDED BY AMENDIMENT 90)

Tenant house as a part of farm propesty for fuil-ime farm employees associated with
principal use and subject to tha sama neight and setbeck requirements as the principal
dwreliing.

Northern Michigan Real Estate Consultants
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ZONING (continued)

(13}

(14)

(15

(76)
(17}

(18)

Public areas and Public parks such as recreation areas, forest praserves, game
refuges, and simitar public uses of tow-indensity character.

Pubtic and private conservabion areas and structures for the conservation of water,
sods, open space, forest and wildlife resources.

Customary uses and structures intidental to the permitted principal use of the premises
as a'lowed in Section 6.2.2(2)

Mining or removal of top soil subiact to provisions of Article VIl Section 7.2.3.

Family Day Care & Group Day Care Homes subjest to all requiremants of Article VI,

Section 6.2.2(7}.

Barn Storage. (ADDED BY AMENDMENT 131)

(a)

(b}

{c}

The intent of this use is to help make # econcrmicat for farmers to keep and
maintain barns that might atherwise may be allowed to decay because they are
obsolete. It is not intended to be a seif-slorage use where there is regular
access to the rental space by oviners of the slored materials.

itis not intended to al'ow a proparly owner to buikd a bam just for rental storage,
or fo rent storage in @ bam and then build a similar structure for farm use.

The zoning admnistrater may issue a land use permit for rental of storage space

in bams for boats, campers, fam egquipment or similar itermns in bams in the

Agricultural A-1 District, provided:

10 The barn has been previcusly used for the storage of egricultural crops
or for housing of livestoek.

2. The bam has been in existence in its present form for riot ess than twanty

(20} years prior o the apphication for 2 land use penmit for this use;

3. The zoning administrator has determined that the barn is no longer used
for farm purposes because of farm consolidation or changes in
operations; and

4. The bam is not increased in size or the extericr madified for the use,
howavar, doors or the interior may be modified if necessary o make the
pam suitabi= for sloraga.

5. The rental of storage space in a barm shal! be discontinued if a new barn
15 constructed for a use that can be accormmedated in tha old barn.

é. The Zoning Boare of App=als may grant a varance from the minimum
iwenty {20) year requiremznt, provided the Zoning Board of Appeais
determines that the request is consistent with the intent of this section 1o
not allow a property owner to build a bam justfor rental storage, or to rent
sturage i a bam and then build a similar structure for farm use.

Northern Michigan Real Estate Consultants
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ZONING (continued)

(19) Farm Processing Facility {ADDED BY AMENDMENT1398)

@l

(b}

Statesrnnt of intant. Itis the intent of this subsechon 1o promote a thrving local
agriculitural production industry and preservation of rural character by allowing
construction and use of a Farm Processing Facility. The Farm Processing
Facility use ncludes mtall and wholesale salss of frosh and processed
agticullural produce out 8 not intended io allow a bar or restsurant on
agricutlural propertias and the Townstip shall not approve such a license. The
majority of the produce sold iresh or processed has 1o be grown onthe specific
farmogeration {land owned or leased for the specific farm operaticn} of te party
owning and operating the Specific Farm Processing Facilty. £ighty-five {85)
percent of the produce sold fresh or processed has to be grown on Otd Mission
Paninsuia.  Astivities such as vaddings, recoptiona and other socsal funchons
for hire are notallowed, howevear, participation in approved township wide events
iz allowed. Itis not o irdemt io grant agy vestad mterostin non-egriculiural uses
of any structurc budt for a Farm Processing Facidity. This amendment is not
intended to supersade any Conservaton Easement. (REVISED BY
AMENDHENT 181)

Farm Processing Fasility is perinited in tha Agrisuitural A-1 Zona subject 1o the

fullwing: {REVIZED BY AMENDUENT 181}

[t Retsil and Wholesale Sales - Retall and Wholssale Sales fintluding
tasting) of fresh or processed agricuitural produce is allowed subjact (o
the requiremaonts of subsection (b) 2 and furthar provided:

i The Liquor Control Comemission aind the Michigan Departmant of
Agrieuiture shalt centrol licznses and conpliance,

i Grepe wine that is processed, tasted and soM in a Farm
Procegsing Facility under this ssclion ie iimited to "Old Mission
Perinsula® appeliation wirke imeaning 85% of (he juice wiill be from
fruit grown on Ofd Aession Peninsuls,

Bil. Fruit wine, othar than graps wre, that is procossed, {asted anad
soid in a Farm Prozessing Faoiity under Gis secbon s fimited to
‘wing beuring a label identifying that B5% of tha iuica is from fruit
grown on Ofd Mission Peninsuia:

v, Saies of wine by na giass in & sting roam s silowed pursuant to
tha minirem requiremants of tha Michigen Liguor Contrel
Commissios rides and reicted Michigan Dapartment of Agricuiturs

permits regarding the sales of limlted food dems for on-premises
sensumation, and

V. Leyge merchendise may be suld proveded:

T Thelogo merchandiss is dueclly related to the consurtiption
and Lise of the fresh andior procassed agricultural produce
said at retail;

2 The logo is praminentiy displayed and parmanantly aflixed
ta the mamhandise;

Northern Michigan Real Estate Consultants
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ZONING (continued)

3 Specifically alfowed are: a) ¢ift boxes/packaging containing
iha upproved products for the spechn farm aperation; k)
Wine Glasses; cYCorkscraws; d) Charry Pitter; ande) Apple
Pesler, and

4 Spscifically rotailowed are unrelated sneitiary merchandise
guch as: @) Clothing; k) Cofiae Cups; ¢} Bumper Stickers,

2 Limitations on Sourcas of Produce

L.

I

it}

1.

icipeian m “Township W

Mol tess ihan 85 percent of all of the agneuliural droduce soid fresh
ur processed shaill ba grown on Old Missior Peninsuia and a
matiznity shall be grmwn on the land owned orleased for fie specaific
farmoperation by the sama party swring and aperating the spacific
Farm Processing Facilty.

i ciop condibons or natural disaster result In a shotage of
lncally-grown frud for a particular year, the Township Board may
approve a larget praportion of produce grown off he land ownad
of ieaged for the speofic fanm operation by the same party ovming
and operating the Specific Farm Processing Faciliiy for that
particular year, pravided thal verification of such canditions are
presented to the Township Board by a pubiic organization
representng the frult growers of northwest Michigan that is duly
recognized by the Touwnship Board. Processed products producad
in such 2 year shall net exceed the highest voluma produced in
any of the praceding five years.

Wino shall be produced and botted in the winery and the labe)
shalinciude “raduced and dottled by® immadiately preceding the
piace whers botiled or packed in accordance with the Bureaa of
Alcohol, Tebaceo and Fireanms law, article 2Z7TCFR, paragraph 4,35
(a) {1} defirviion for "Produsat and Botded By”, moaning 75% of
such products wil be fermented and ctarified on the site (this
reguiromoent 1s intended to comply with foderal reguiations and
doees not superssds the raquirements of B3% growit on Old
Missicn Paningula). Sparkling wine or sparkling juices may be
“finishad” and bottied o site and 36 labated. :

Any fruit besserage shall meot tha sams requiraments s the wine
in it abowe except for the lzbeling reguirements,

Daad fFuil, a ménimum of 85% by weight which is grown on Ofd
Mission Peninsuta and a minimumof 50% by weight witich is grisem
on the famm, may ba died off promises and soid in tho Farm
Processing Faclhity reta] roem, provided, no more tharn the armount
of frull sent out for this processing s ratemed o7 relail sako

ide Events” such as “Blnssom Days™ as

speaificaity approved by the Toweshin Bourd shalt be allowas

Northern Michigan Real Estate Consultants
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ZONING (continued)

4.

Parcel requiremants.

i

Hi

Vi

Vi

Vit

A atat of forty (40) acras of lard are required 1o be devoled to the
aperation of a farm processing faciity. '

Tha forty {40) acres shall ba locaied within Peninsula Townsrip
and shall ba owned orleased for the specific farm operation by tha
same parly owning the specific Farm Processing Facility.

The parcel containing the specific Farm Processing Facility shall
have a minunum arex of 20 acres and & mirunum parcel width of
330 fast.

The 20 acrs minimum parcel {wrich may includs public read rigits-
s-way) and the wingry shali ba nvwnud by the sems party. Nona of
tha 20 acres shall be ahenable

Ths 28 acre porcel may be one parce! of twa contijuous paredls
and the contiguous parcals may be saparated by a rbad,

Thers shall be no mote than one house o the 20 acre parcol
containing the Fann Processing Faetlity ang no more than one
housa on the remaining required 20 acres.

Up 1o twenly {20) of the forly {40} acres dods nit haver o Da
contiguous and may be eitheér awned by, or laased wiin exciusive
contred and uss transfesrrad 16 the operater of the Parm: Procassing
Faciity '

None of the minimum £C acrds shall be usnd to salisfy acrcage
density or open spaca regulresnent of ny other foes processing or
gy use in the Tavsship whits tha farm processing iaalily useis
in eslect - :

The number of allowed deellings which may be buili on the total 40
seras dodcated to tha Farm Procassing Faeility use, shall be to
tvo. Howaeves. the Aghl to buld the remaining assling units may
be axinguishsd by sule oF donation. provided & penmanent
consarvation gasomant to that effect is recurdarn wath the County
Regigter afDecds. Inaddition the ramaininsg dwekiinng urels may be
clusterest on contigiraus fand, unuir the same ownurship as the
taned fremwhicn Ue units ae remaved, providing that a permanant
consarvation casdimant is placed on the land from which the unfls
arm ramovad, i aceordance with Section 8 3 8{3).. The clustered
dwedling units may not be piaced on ary part of the acraage which
rmakes up the minimum 40 aores dedicalad fur e Famm
Processing Faciily use

If propedy is keased, the izase shall be for 2 miimum of one year,
amne the Tsase shall be recorced wilh tha Srand Traverse Gounty

Northern Michigan Real Estate Consultants
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ZONING (continued)

11}

11

Rugister of Deads

Xl Thera shall ba a minimum of 5 acres of crops grown on the same
parce] ag the Famn Processing Facility

Sotbacks: The mimmum sstbhacks for the Farm Procossing Faefity
including retall areas and customer parking shall be:
{ Side and rear yard 100 feel,

i front yard 55 feat,

[Hi hiinimum of 200 et from any pre-exishng residence on sgjoining
property

Farem Processing Facility Siz¢: The iotaf ficor atea above finished grade
{one or tvsa stories) of the Farm Pracessing Facility inciuding retail space
reom shall be nn larger 6.000 square fact or 5% of the parcel size
whitheverisiess. Tha retail space shall be a separate roomand may be
the greater of 500 square feat in area or 25% of Lhe floor arsa above
finished grado. The facidy may consist of more than cne bulidmg,
hovsever all buildings shall be located on the 20 acre minimum parced that
contdins the Farm Processing Facility. Underground buildings are not
limited 10, ard ray be in addition to, the 6.000 square foetf of floor arva
providad that it 1s bolew pre-existing ground eve! and has na mors then
one loading douck exposed

Pre-axisting duildings {built prior 1o this amendment} may ba used Sr a
Farm Processing F2oility provided that if 1 is more than 6 000 square fest
in size, the retall space reom shall not be larger than 1,500 square fest,
Tha Zoning Boasd of Appeals may considsr variances from setbacks for
such pre-exisiing buildings if 3 shall first Da determined st such
axtension shall nol be himical o public health, safety or welfara.
particularly with regard {6 surrounding property awners.

Yostod Imenest: There shall be no vested interestin nort-agnoullurat uses
i the shructures.  Structures shall anly be used for allowed uses i the
A-1Agricuituie District in the event that the Farm Froeessing Facility use
is hantoned

Parking: A mirimum of one parking space for each 150 squara feat of
foor area in the retadiasting area. Parking shiell comply valh Sechion 7.6
of the Zening Crainanes,

Lighiing: All lighting shalt eanform % the raquiremanis of Section 7.14.
{REVISED BY AMENDIZENT 175B)

Signs: A Farm Procassing Factlity e1gr meaing the standards of Saction
7.1 is allowad wih a Feod Procossing Faelity. (REVISED BY
ARENDMENT 173}

Northern Michigan Real Estate Consultants
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ZONING (continued)

12,  Access A driveway germit from the Counly Road Commission or
K.G.C.7. shall ba required befors a land use permil can be issued.

13.  Data and Records:

L Tho owner of the speacific Farm Processing Facility shal annualty
grovide dala and records to the Zoning Admirvstralor showing that
a maionily of the products processed are gronn on the land ownad
or leased for the specilic farm operation by the sama parly cwning
and apsrating the specif.c Fam Processing Facility. The data and
recorts shall also documant compliance with off-site processing
ragquirements of this sectien.

i An up 1o date record of land ownership or lease o cormply with
acrecge feyuirements shzll be provided o the Zoning
Administrater

Hl.  The sbove dala shall ba suppliod to the Tewnship i & format or
form approvad by the Township Zoning Adnnistrator,

V. Anychangein the ahovo shall bo subimsitled promplly in wiiting o
the Zoaing Administrator. Failure to subit surh changes sialf be
considered a viclaiion of the Ondnance

4.  Appmval Process: :

L A site plan dravin 1o scale {ons or mere sheels as aporopriate) is
submitizd to the Zoning Administrator along with the appropriate
permit fee as establishad by the Township Board.

il The site plan shall imciude ot l2ast
1. the pamcel;

2. existing and groposed sttuctures inchuding sethacks from
oroparly lines;

3 gropased perking ang kghting;

4. lioor plan showing processing and relail areas;

5 oarcel numbers andior jegul desciption of the parcels
making up olf the minimum parcel raquirements, and the
name, address ond phone numer of fie ovner of the
proparty.

i A parmi from Grand Traversa County Hasith Departmant is
required befors preliminary FarmProcessing Facility parmitcan ba
tgsuen

7. Apretisinary Ferm Processing Facility pareit shall be jssued by
the Zoning Admiristrator upon a showing that the minmum
quiremants of pareel, buildieg si2e, acrea)s reguirament,
gatback and parking are mal.

V. No processing of saies of produnts shall take piace unlii a fina
Farm Processing Facility permit has besn issued by tha Zoning
Administrator. Such final FarmProcessng Facility pernst shail not
be ssuot unll copies of all permils reguired by Siate, Fadaral and
waherlocal lizansas 2nd pemids have been submtted to the Zoning
Adivinistrater, and the Zoning Adasmstrator has made & op-gie
insgection to verify compliance wilh all the requirenmants of ha
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ZONING (continued)

Zoning Ordinance.

15 Any violation, of the Land Usze Penrit issucd by the Zening Administrator
for this use shall. in addition to the provisions of Saction 4.2.1 Violations
and Penalties. serve as groundsfor closing the retail operations, inciuding
tasting, portions of the use by the Township Board, In the event of any
such allagedt violation i3 made it writing to the Township Board. the
Township shall give wiitten notice of such alleged violation to the
Agpplicant at the last address furnished to the Township by the Applicant.
The notoe shall stale that untess the viclation is corrected or resoived i
tha salisfachicn of the Townsiip Buard within 30 days from the gale of the
notics, then the Tawaship Board shall require the ownar la close all vetail
sales operations on the premises, after hearing. until such tmea as the
Township Board renmves the restriclion. Inthe event a hearing becomes
necessary, tha Township Buard shall mstatish the notice reGuiraments
and surh other conditions with respect to the hearng as the Township
Board may desm agpropriate.

6. Residence withina Farm Processing Feailly (ADDED BY AMERDYHENT

HO 148}

i A singie fantly dwelling mey bs aliowsd s psrt of a structyre
containing 8 Farm Processing Facility provided the fellowing
raquinemnents are mal

i The dwolling and Farm Prozassing Fachty combined shalt not
exceed any of the Belback or Fachily Swe requiraments
estabhshed above,

4t The dweling shall b2 thie only dweiling on the 20 acre parce!
conbning the fam processing faclity, -

V.  Vhe madmumhaight of the structure shall be 35 feat or 2 % stories
whichever i less,

Secton 573 Uses Pormitted by Spacial Uss Permit  The fotiowing uses of land ang

structures may b*‘ mrrmad in any agrieuitural district by the application for and isscance of
spacial use permii whan afl the procedural requiraments sneeified in Article VHL 8.1 *Usas
Autnorizet by Spocial Usa Peomit: Gene,;al Stardands and Requiremants”™ zrg satisficd
together with any applicable requirements as outlined in the particutar Articles and Sections

eited:

{1

Planned Unit Develepmants subisct 1o all requiroments of Arficle VL, Section 8.3.

% subjeet 1 ail requirements of Article Vil, Section 8.7.3 {33.

Rocreatorat Unit Park subectfo 2 requirements ef Atticle Vil Saction £ 4. (REVISED
BY AMENDMENT 114E})

Fond processing plants subject to sl requirements of Article VI, Setlion 8.5,

Instiludonal Shuctunes subindt to all requiraiments of Aticie VI Saction 8.8

Northern Michigan Real Estate Consultants
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ZONING (continued)

{6) Grasphouses and nursaries selling at ratail on the premises
{7y  Ruding stables and hvastack aucticn yards.

{8)  Raising of fiur bearing animals for profit.

(9  Game or hunting preserves operated far profi.

{10) Velstinary heapatals, dinies zad kenneis.

(1) Sawmills.

{12) Storage for agricultural producis.

{13)__Gelf courses and country elubs subjset o all requiramants of Articla VI, Section
8 7.244) and Seckon 8.7 3(4}.

{14) Public buidirgs and public service islaitalions

{158) Hatinn subject to all

L 13 Cau - | %A
rgqumra«nt's ofArhcfa vm Sa::brm B 7.20%) and {"' am Seunon 5.7.3{1) and {z}.
{18) Deleted by Amandment Mo, 67(8)

{47)  Aimorts and Airfslys.

i18) Warehousing &t 1:33'3 ;ﬁdggmal subjzctto altrequrrerments of Article Vill, Section B.7 2
(7) and Section B.7.3(7).

{19} version Sysiems: Subjest t alf requirements of Articie VI, Sacien

B1. 38).

{20

:nts: Subyect te 2l requirermnaents of Articie VI, Section

<]
8.7.3(6).

{21} Adult Fosler Care Facilities: Subject o all requiremants of Arlicie Vi, 8.7.3(9).

pau Subject to all requiremants of Aricls Vitl, Sgetion 8.7.3(10).

Scclion 674  Area and Bulk Recufreraents: Are subidet to Seclion 6.8 “Sehedulc of
Regulations” hmiting e height and bulk of bulldings, the mineem iz of Iot gomited, and
proviging minimum yard setback reguiremants

Bechion 6.7.5 1 intent The Peninsula Township Purchase of Developmant Rights Ontinanca
siows fulure bititding sites under certain conditions and in spactic locafions as shown on
recorded consarvation sasemants. 1t s the intent of this section to aliow these futtre buiding
sites 1o be used for residents on the farm or to be sold along with ol or a portion of the
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ZONING (continued)

restricled farmiand with a minimum area of nne acre or more. Itis alan the intent of this section
avoid the conversion of preserved agnoultural land by altowing access to these individual
future bullding sites wilhout requinng a new public or private road to the site.

Sgction 6.7.5.2 Reserved Building Site Accrss

Raslricted farmiand may be divided without the requirement of providing acoess to a public or

private road imsspective of Saction 7.10 Road Standards providad.

(1) Areserved dwaliing sita shall have access to an existing read by either a driveway or
a new privale road. Access by private road shall ba roquinad i it serves or is ta setve
three (3} or more residences.

{2} A residanial building sie may be separaied from the remainder of the resincted
farmland on a parcel of not less than one acre respective of Section 6.8.1. withaccess
gs provided in 1. above.

{3} Where access is provided by a driveway and not a public or private road; the front yard
sethaci will be fiity (50) feat rather the thitty-five (35) foot frent yard setback requirad
fram a public or private road. (ADDED BY AMENDRIENT 1174}
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OWNERSHIP, OCCUPANCY AND CONTACT WITH THE OWNER

I met Paul Thwing, Director of Capital Projects & Maintenance at the property and we walked the interior
and exterior together.

PRESENT USE OF THE PROPERTY
The property is currently used as an elementary school; K-5* grade.
PROPERTY RIGHTS APPRAISED

The property is appraised on the basis of a Fee Simple Estate. A Fee Simple Estate is defined in Source:
Appraisal Institute, 7he Dictionary of Real Estate Appraisal, 6th ed., s.v. “fee simple estate.” (Chicago:
Appraisal Institute, 2015), PDF e-book, page 90

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

The rights appraised are the fee simple estate, as if free and clear of all liens, mortgages and
encumbrances, subject to the rights for public utilities, road easements, deed restrictions, and
conservation easements.

INTENDED USE AND USERS OF THIS REPORT

< The intended use of this report is to provide the client, Traverse City Area Public Schools, with an
opinion of market value.

< The only intended users of this report are the employees and advisors of Traverse City Area
Public Schools.

% The intended use of this report is to estimate market value to satisfy the requirements of a
potential donor of funds to keep the school open.

< Itis not the intent of this report to estimate a value for any other use or by any other users or
any other person or entity.

< This report and its contents cannot be relied upon by any other party or entity for any use.

< Any other use of this report in whole or in part by anyone other than the dlient cited herein
renders it invalid and null and void.

< Nothing in this appraisal or in the engagement agreement shall create a contractual relationship

between the appraiser or client and any third party. The client’s acceptance of this appraisal

provides prima facie evidence of their acceptance and agreement with the results of this

appraisal and provides no cause of action in favor of any third party.

This appraisal shail not be construed to render any person or entity a third party beneficiary of

this appraisal, including, but not limited to, the property owner or any third party.

+,
0..
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EXCLUSIONS FROM VALUE
This appraisal does not include any value for mineral rights, equipment or personal property.
EXTRAORDINARY ASSUMPTIONS AND HYPOTHETICAL CONDITIONS

Extraordinary Assumption: an assumption, that is directly related to a specific assignment, as of the
effective date of the assignment results, which, if found to be false, could alter the appraiser’s opinions or
conclusions.

Comment: Extraordinary assumptions presume as fact otherwise uncertain information
about physical, legal, or economic characteristics of the subject property; or about
conditions external to the property, such as market conditions or trends; or about the
integrity of data used in an analysis. (USPAP, 2016-2017 ed.).

Hypothetical Condition: 1. A condition that is presumed to be true when it is known to be faise. (SVP)
2. A condition, directly related to a specific assignment, which is contrary to what is known by the
appraiser to exist on the effective date of the assignment results, but is used for the purpose of analysis.

Comment: Hypothetical conditions are contrary to known facts about physical, legal, or
economic characteristics of the subject property; or about conditions external to the
property, such as market conditions or trends; or about the integrity of data used in an
analysis. (USPAP, 2016-2017 ed.)

Complete definitions are available from the Appraisal Standards Board of the Appraisal Foundation in
USPAP. Source: Appraisal Institute, 7he Dictionary of Real Estate Appraisal, 6th ed., s.v. “extraordinary
assumptions and hypothetical condition.” (Chicago: Appraisal Institute, 2015), PDF e-book, pages 83-84
& 113.

The following are extraordinary assumptions:

« Drawings have been provided of the subject building without dimensions. The township’s
assessment records include a drawing with dimensions. The township’s drawing is relied upon.

No hypothetical conditions exist.
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SCOPE OF WORK
APPRAISAL PROBLEM

Requested is an estimate of a range of in market value of the fee simple interest in the subject property.
TCAPS has been considering closing this school. A donor willing to provide funding to keep the school
open has required that an appraisal be done. The subject’s highest and best use is the primary question
that must be answered. The subject is located in an Agricultural zoning district. The land area is too
small for the subject to become a retail wine tasting room; though if a potential user owned a minimum
of 150 acre non-adjacent to this property it could be used for this purpose. There are many zoning
regulations that must be considered. The subject’s remote location is also a factor. Is it economically
feasible to convert the subject to another use? The first step in the valuation analysis is to estimate the
market value of the land. The Sales Comparison Approach indicates a value for the subject based on
sales of closed, vacant, schools. The comparables include the Norris School and other schools from
Western Michigan cities. The Income Approach analyzes the subject based on a continuation in use as 3
school, but as a charter school renting the facility. The comparison of these two indications of value
suggests that the property’s highest and best use is as a leased charter school uses. An estimate of
value for a conversion to residential use is not done due to the lack of cost estimates for this type of
conversion and zoning issues.

All three approaches to value have been considered: the Cost Approach, the Sales Comparison Approach,
and the Income Approach. The age of the building and its functional obsolescence cause the Cost
Approach to not be applicable. Typically, a portion of the analysis within the Cost Approach is an
estimate of the subject’s land value as if vacant. This analysis is being developed to help in the highest
and best use analysis and to support an adjustment in the Sales Comparison Approach. The Sales
Comparison Approach is developed and indicates a value for the subject as if the school was closed and
vacant.

The sales records of the Northern Great Lakes Realtors Multiple Listing Service (MLS), multiple listing
services from around Northern and Western Michigan and this firm’s office files have been researched for
the current and most similar sales of vacant, improved, and/or rented properties to develop the
applicable approaches to value. Data sources also include public records and publications, in-house
personnel and associate appraisal files and interviews with the players in the marketplace.

This is an Appraisal Report prepared under Standards Rule 2-2(a) of the Uniform Standards of
Professional Appraisal Practice, Appraisal Standards Board of the Appraisal Foundation, effective as of the
date of appraisal.
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REGIONAL DATA
Regional data is contained in the Addenda.

NEIGHBORHOOD DATA
Location, Boundaries, and Accessibility

The subject’s neighborhood is Peninsula Township. Tt is a suburban area in Grand Traverse County,
north of Traverse City. The neighborhood has natural boundaries of East and West Grand Traverse Bay
to the north, east and west (portions of Lake Michigan). The south boundary is the city limits of Traverse
City. The “Peninsula” is about 20 miles long and only about three miles wide for most of its length. The
north end of the “Peninsula” is about at the 45% Parallel. Topographically, there is generally a slope up
to the center spine of the peninsula with elevation changes of 200 to 300 feet. Its proximity to Lake
Michigan tends to moderate temperatures and the changes in topography allows for good air drainage.
These factors provide for good locations for fruit orchards and vineyards.

This is a growing suburban area situated north of Traverse City. Most of the lakeshore is built up with
single-unit residences. Much of the inland area is actively farmed as fruit orchard or vineyard.
Residential subdivisions are creeping out in this direction. Peninsula Township has a millage that
supports the purchase of development rights. Many farms have been protected. This has acted to lower
population density and increase the value of developable land. The water view sites along the ridges are
very valuable. There are very few commercial uses in the township. They are generally along Center
Road (M-37), the main road from Traverse City and In the un-incorporated villages of Bowers Harbor and
Old Mission.

The two villages on the Old Mission Peninsula exist primarily in name only. There is a small general store
and a post office at Old Mission, but residential density does not change significantly from the
surrounding area. There Is a restaurant, marina and DNR boat launch site at Bowers Harbor. The only
other commerce in the area consists of small wineries, fruit processing plants, a grocery store, a dentist
office and a couple of restaurants. There currently are seven wineries on the “Peninsula” with plans for
more.

Traverse City is the regional center of shopping, employment and health services. It is the economic
center of this growing region. There is only a small industrial base. Most employment is oriented toward
government, health and education services. Northwestern Michigan College is located here.
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NEIGHBORHOOD DATA (continued)
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NEIGHBORHOOD DATA (continued)
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NEIGHBORHOOD DATA (continued)

Recognized as an American Viticultural Area, Old Mission Peninsula AVA is known for its well-regarded
Michigan wine. The climate of the peninsula is moderated by the surrounding deep waters of the Grand
Traverse Bay, with the West Bay reaching depths of over 400 feet and the East Bay reaching depths of
over 600 feet. This deep water helps to prevent frost during the growing season, and keeps the air
temperatures milder during the winter months.

The tip of Old Mission Peninsula Is also located on the 45th parallel which is exactly half way between the
equator and the north pole. Internationally recognized wine regions such as Bordeaux, France;
Piedmont, Italy and the Willamette Valley in Oregon are all located along this same parallel. Cool climate
varietals thrive in this region, such as Riesling, Chardonnay, Gewiirztraminer, Pinot Gris, Pinot Noir,
Cabernet Franc and Merlot.

MARKETING TIME

Marketing time is the time from the date of value, forward, until it is anticipated that the subject would
sell, at its estimated market value. Based on the previously noted definition of market value, the
property must be allowed a reasonable time to be exposed in the open market to achieve the appraised
value.

Based on the review of the marketing time for recent sales in Traverse City, and the current atmosphere
(active listings) for properties like the subject in this area, it would likely take six to 12 months to sell the
subject property at its estimated market value.

EXPOSURE TIME

Also considered is exposure time. This is the time that it would have taken to sell the subject prior to the
date of appraisal, anticipating a sale as of the date of value at the estimated value.

Based on a review of the marketing time for recent sales in Traverse City and the current atmosphere
(active listings) for properties like the subject in this area, it would have taken about six to 12 months to
result in a sale of the subject at its estimated market value as of the date of appraisal.
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SITE DATA

The site is irregular in shape and hilly. There is a paved parking lot south of the school.

Site Size:
Shape:
Road Frontage:

Road Access:

Topography & Cover:

Functional Utility:

Soils & Drainage:

Parking:

Utilities:

FEMA Flood Zone:

15.15 Acres
Irregular
66 Front Feet

There is only one access point and there is a long driveway back to the
parking lot and school. The driveway is about 1,500 feet long. There
appears to be an easement through the subject providing access to the
orchards to the north and west.

The site is rolling to hilly. There is a small playground at the level of the
school. The large playground is well below the school.

This parcel is irregular in shape with a long driveway and a small amount
of road frontage. The topography is rolling to hilly. It is functional utility
is limited by these factors.

A soil report has not been offered. Soils in the area are generally sandy.
This soll type generally is well drained.

There is a large paved parking lot in front of the school plus a bus
turnaround area.

Public utilities of natural gas and telephone are hooked up to the site.

Peninsula Township participates in the National Flood Insurance Program
and is a mapped area. Its community number is #260747 dated
December 18, 1986. The subject is located in Zone C, an area of
minimal flooding.
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SITE DATA (continued)

Northern Michigan Real Estate Consultants
Page 31




SITE DATA — SITE PLAN PROVIDED
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SITE DATA (continued)

Entry drive to school Viewing easterly along Island View Road

Play area along entry drive Easement along northwest side of school

Kindergarten play area West Bay view from western property edge
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IMPROVEMENTS DESCRIPTION
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IMPROVEMENTS DESCRIPTION (continued)

The subject masonry building was reported built in the 1980s. An addition was built and it was
remodeled in 2006. The building contains 38,335 square feet plus a small utility penthouse where heat
exchangers are located. The penthouse provides access to the roof. The building appears modern and
attractive. The entire building has a wet sprinkler system for fire protection.

Front, east and south sides ' North wing

North side of gym } - North end of building
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IMPROVEMENTS DESCRIPTION (continued

There are a total of 15 classrooms, one is intended for kindergarten, four are for grades 1-3, seven are
for grades 4-6, there is one speclalty class room, one music room and one art/science room. Additionally
there is a cafeteria with kitchen, gym, work room, two offices areas and a median center that is now
used as a public library.

Gym Mechanical penthouse
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IMPROVEMENTS DESCRIPTION (continued

Music room Library
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IMPROVEMENTS DESCRIPTION (continued

Teachers' launge

Boiler room Utility room

ADA Statement: The Americans with Disabilities Act (ADA) became effective January 26,
1992. The appraisers have not made a specific compliance survey and
analysis of the property to determine whether or not it is in conformity
with the various detailed requirements of the ADA. Since the appraiser
has no direct evidence relating to this issue, possible noncompliance
with the requirements of ADA was not considered in the estimated value

of the property.
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IMPROVEMENTS (continued)

EXTERIOR
FOUNDATION: Poured concrete footings, concrete block
FRAME: Concrete block exterior; concrete block and wood frame interior.
WALLS: Brick veneer
ROOF: Semi-flat with membrane roof cover
WINDOWS: Aluminum sash, casement style with insulated glass
INSULATION: Unknown
INTERIOR
FLOORS: Vinyl tile and carpeting (some areas many be vinyl-asbestos tile)
WALLS: Painted drywall and painted block
CEILINGS: 2" x 2" and 2’ x 4’ suspended acoustical tile
HEAT AND AIR
CONDITIONING: Natural gas fired boiler. The office and computer areas have air-

conditioning. Co-Ray-Vac style radiant heat in gym.

FIRE PROTECTION: Wet sprinkler system

The building displays average quality materials and workmanship for its period of construction. The
ceilings appear to be 12 feet tall in most areas. The gym is about 19 feet tall. It is estimated that the
building’s effective age is 10 years.
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MARKET CONDITIONS

E Is For Enrollment: Schools Contend With Declines
theTicker — Traverse City Business News
By Lynn Geiger - November 5, 2015

The discussion Is on the table. Will Traverse City Area Public Schools (TCAPS) have to close three
schools in the outermost areas of the district in the face of declining enrollment? That decision — one
way or the other — will come in late winter.

Three factors are influencing the possible closure of the three lowest-enroliment schools (Interlochen, Old
Mission and the International School at Bertha Vos): declining revenues, declining student population and
aging fadilities.

While preliminary count day data from October 7 showed notable dedlines at all three schools, those
closer to or in the city limits are near or at capacity for the nearly 10,000-student district.

No question more people are moving to Grand Traverse County. The overall population has grown from
77,654 in 2000 to 88,182 in 2013. But it's the demographic of that population growth that is the issue —
young families with school-aged children has steadily declined, while the 45 and older population
segement has thrived. (Source: Michigan State University Extension)

At a TCAPS' Operations/Finance committee meeting yesterday, Superintendent Paul Soma characterized
the early discussions around school closures as “difficult” and “emotional” — but ultimately what it comes
down to Is how best to sustain, and enhance, the programs in the highly-touted district while directing
the ever-declining resources to their highest use in educating kids.

Not a TCAPS-specific situation, declining enrollment has been a decade-long trend squeezing school
budgets locally and across the state. But if the outlying schools in TCAPS are struggling with enrollment,
The Ticker wondered about neighboring districts and private schools.

Turns out 1t's a mixed bag — many are down significantly, some up slightly and some no change at all.
Elk Rapids Schools has 1,298 students this school year. It budgeted for 1,270. “That sounds good but

we're actually down 34 (1,332) from last year,” says Superintendent Steve Prissel. “Fortunately, we did
budget conservatively.”
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MARKET CONDITIONS (continued)

Prissel says the district has been seeing an average annual decline of three percent. “In 2012 and 13 we
were flat, but other years we were down as much as 50,” he adds. “The fact is we have less students,
like a lot of other districts, every year.”

One bright spot for the district enroliment-wise is schools of choice, which allows families to choose to
send their children to a school that is not their “home” school district.

Anecdotal repotts from other districts -- including Suttons Bay, Forest Area, Kalkaska and Benzie -- note
student population decreases.

Kingsley Area Schools is one of the exceptions; it's a school district reporting an increase in its student
population.

“We've been up the last two years,” Superintendent Keith Smith tells The Ticker. “This year we're up 40
over last year. We budgeted for 1,385 and got 1,426.”

But again, out-of-district students are a ¢ritical component of that increase,

“Over the long haul Kingsley has been losing kids, so we were quite surprised ... but the bulk of the kids
are schools of choice kids,” says Smith. "It does make it harder to predict [enroliment figures] because
you typically look at the size of the outgoing senior class, the incoming kindergarten class and county
birth rates.”

The Kingsley area has seen general population growth the last several years, but not the kind of growth
that puts kids in classrooms. “A lot of Kingsley’s population growth has been in the 65+ age
demographic,” says Smith. “The last census showed the 18+ demographic going down."

TCAPS' Soma also notes Kingsley's bigger picture. "Kingsley appears to be a place that perhaps is finding
a way to deal with affordable housing issues and creating a viable living community for families," he says,
"But that’s just an anecdotal observation on my part."

Meanwhile, Grand Traverse Area Catholic Schools (GTACS) is reporting continued stagnant enrollment.
"Our enroliment is flat,” says Superintendent Mike Buell, reporting the private school system is up just
four students. “We have 977 students this year and it's been right in that area for the last several years."”
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MARKET CONDITIONS (continued)

Michigan schools make tough cuts amid student decline
Shawn D. Lewis, The Detroit Mews August 16, 2015

Michigan’s shrinking student population is squeezing school districts statewide, forcing many to close
classroom buildings and make other painful cuts as enroliment-based revenue dries up.

Over the past decade, K-12 enrollment in public schools is down 11.1 percent statewide, falling from just
under 1.7 million in 2003-04 to below 1.5 million this past school year.

The factors causing the decline include the rise of charter schools, tight state funding and a societal trend
toward smaller families. Public school districts are losing students but remain saddled with fixed costs for
buildings, employees and pensions that can't be shed easily.

Education experts and demographers say districts need to prepare for even fewer students in the years
ahead.

“The question is whether school districts can handle the truth,” said Kurt Metzger, founder of Data Driven
Detroit, a public policy and data analysis organization. ™Declining enroliment, combined with lowered
state funding and high teacher pension costs, have resulted in a perfect storm for many districts. This is
especially true for districts that have refused to recognize and acknowledge the trends that have been
there for a number of years now.”

Metzger, who also is mayor of Pleasant Ridge, analyzed enroliment numbers for The Detroit News and
said the decline is espedially pronounced among younger students. Since 2000, K-5 enrollment is down
15.1 percent, which, he said, “indicates the trend of student loss will continue.”
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MARKET CONDITIONS (continued)

Michigan enrollment trends
The state's pubilc school districts have more high schoot seniors than they did 12
years ago, but tha kinderzartan population is shrinking.
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The rise of charter schools also has siphoned students from traditional public schools. Since 2000,
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charter enroliment has doubied, to 141,094 in 2014-15, state data show.

Nerthern Michigan Real Estate Consultants
Page 43



MARKET CONDITIONS (continued)
Potential Use of the Subject as a Charter School

For the research of the potential uses for the subject after a sale, the definition of market value assumes
a sale, I have spoken with potential charter school developers, Barbra and Jim Roulette, and the Director
of the Woodland School; Nathan Tarsa. Additionally, enrolment and population statics have been
studied.

First, there are individuals who claim to be actively pursuing the development of a charter school on the
Peninsula. Barbara and Jim Roulette are attempting to work with Hillsdale Collage to open a Barney

Charter School (see https:
information on Barney Charter School mltlatlve) They are trying to open a K-12 school.

Nathan Tarsa told me that Woodland School has a maximum enrollment of 200 and currently has about
190 students (http://www.woodlandschool.ws/index.html }. He said that he needed 180 students to
break even. The school is K-8%" grade. There is one main building and two outbuildings used as
additional classrooms. They have 280 acres. They currently employ 20 staff.

Old Mission School is currently a K through fifth grade facility. The student population has been steady at
Old Mission School but is projected to decline next school year based on changes in the demographics of
the school district. The Enrollment history is as follows:

Enroll i Id Mission School {grades K-
11/12 200
12/13 174
13/14 178
14/15 164
15/16 171
16/17 projection 149

There are a total of 27 full and part time employees at the school. Additionally the school is paid rent of
$6,000 per year by the District Library for use of the facility. According to information provided by the
client there is a likelihood that the rent can be increased to $14,000 per year.
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MARKET CONDITIONS (continued)

The following information has been provided regarding potential students in the Old Mission School
district.

Number of Students currently living in the Qld Mission boundary
that are in the TCAPS database) Grades PK-8:

Preschool 26
Kindergarten 33
1 37
2 35
3 34
4 32
5 51
6 47
7 38
8 30
Total 363

Based on the information obtained from Woodland School and other sources and the potential number of
students within the Old Mission School district of 363 it is financially feasible for the Old Mission School to
become a charter school. Based on this information it is estimated that at least 190 students can be
attracted to a charter school at the subject’s location.

Northern Michigan Real Estate Consultants
Page 45



DEFINITION AND DISCUSSION OF HIGHEST AND BEST USE

HIGHEST AND BEST USE.

1. The reasonably probable use of property that results in the highest value. The four
criteria that the highest and best use must meet are legal permissibility, physical
possibility, financial feasibility, and maximum productivity.

2. The use of an asset that maximizes its potential and that is possible, legally
permissible, and financially feasible. The highest and best use may be for
continuation of an assel’s existing use or for some alfernative use. This s determined
by the use that a market participant would have in mind for the asset when
formulating the price that it would be willing to bid. (1V5)

3. [The] highest and most profitable use for which the property is adaptable and
needed or likely to be needed in the reasonably near future. (Uniform Appraisal
Standards for Federal Land Acquisitions)

Source: Appraisal Institute, The Dictionary of Real Estate Appraisal, 6th ed., s.v. "highest
and best use.” (Chicago: Appralsal Institute, 2015), PDF e-book, page 109

Highest and best use analysis is a three-step process. The first step involves the highest
and best use of a site as though vacant. The determination must be made to leave the
site vacant or to improve it. If the conclusion is to improve the site, the second step is to
determine the ideal improvement. The final step is a comparison between the ideal
improvement and the existing improvement. At this point, the determination must be
made to maintain the property in its present forrn or to modify the improvements to
more closely conform with the ideal.

Report Writing and Valuation Analysis, Copyright, 2006, published by the Appraisal
Institute.
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DEFINITION AND DISCUSSION OF HIGHEST AND BEST USE (continued)
THE SUBJECT AS IF IT IS A VACAMT SITE
LEGAL CONSIDERATIONS

The property is zoned Agricultural. There are no known deed restrictions that would not allow any of the
uses allowed in this zoning district. This zoning district is very restrictive as to potential uses. See the
copy of the Agricultural section of the ordinance starting on page 11. Planned Unit Developments have a
minimum lot size requirement of 20 acres. The zoning does not allow more than eight connected units in
a multi-family configuration.

PHYSICAL CHARACTERISTICS

The subject is 15.15 acres in size. It has a very narrow section used as the driveway. It is rolling to hilly
in topography. The sites’ size, shape, accessibility, visibility, soil, and topography do limit its potential
uses; considering its current zoning. It is too small to be used for onsite retail sales of wine. The subject
is large enough for two or perhaps three, at most, single-unit residences.

ECONOMIC FEASIBILITY

This Is a very difficult question in the current market. If the subject was vacant at this time it is unlikely
that it would be economically feasible to build the necessary driveway to get back to the potential
building sites.

MAXIMUM PROFITABILITY — HIGHEST & BEST USE, AS IF THE SITE WERE VACANT

Based on the previous discussion the use that would have the maximum profitability would be to hold the

site for future development, either as single-unit residential sites or to combine with adjacent property for
development.
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DEFINITION AND DISCUSSION OF HIGHEST AND BEST USE (continued)
THE SUBJECT AS IT CURRENTLY EXISTS
LEGAL CONSIDERATIONS

The property is zoned Agricultural. There are no known deed restrictions that would not allow any of the
uses allowed in this zoning district. This zoning district is very restrictive as to potential uses. See the
copy of the Agricultural section of the ordinance starting on page 11. In a recent discussion about the
subject property with the zoning administrator, Michelle Reardon, I was told that there is a low likelihood
of a change in zoning to allow a multi-family use and the zoning only allows a maximum of eight
connected units in a multi-family configuration,

PHYSICAL CHARACTERISTICS

The subject is a 15 classroom school with 38,335 gross square feet of above grade area. The building is
in average to good condition. All mechanical systems are reported to function.

ECONOMIC FEASIBILITY

with a special use permit the subject could be used for agricultural storage or a production facility;
though onsite retail sales would not be allowed unless the property owner owned or has at least 150
acres on the peninsula. Converting the subject for use as a wine storage facility has been considered.
There is currently only one facility in the region that stores wine for customers. They only utilize about
3,000 square feet for storage at this time. They have a climate controlled facility with air-conditioning
and a ceiling height of about 20 feet. Based on the small amount of floor area that they currently utilize
it is not financially feasible to convert the subject for this potential use.

Although the economic feasibility of converting the subject to residential uses has not been estimated:
considering that only eight units are allowed in a connected configuration, if a multi-family use was

allowed, it would not be financially feasible to convert the subject into only eight units.

Based on analyzes done in the Sales Comparison Approach and Income Approaches it is economically
feasible to continue to use the subject as a school facility; a charter school.

MAXIMUM PROFITABILITY — HIGHEST & BEST USE, CONSIDERING THE EXISTING BUILDING

Based on the four criteria for highest and best use, the subject’s highest and best use is for the use of
the facility as a charter school.

Northern Michigan Real Estate Consultants
Page 48



COST APPROACH

In the Cost Approach, an estimate of the replacement cost new is made. Next, the cost of the site
improvements are estimated and added to the replacement cost. The observed depreciation is then
estimated and subtracted. Lastly, the estimated market value of the land is added in to arrive at an
Indication of the value by this approach. This approach is most important when the subject of the
appraisal is a service property, such as an operating industrial plant (appraised for a continuation of its
present use), or a public building, such as a school.

REPLACEMENT COST: The estimated cost to construct, at current prices as of a specific
date, a substitute for a building or other improvements, using modern materials and
current standards, design, and layout. Source: Appraisal Institute, 7he Dictionary of Real
Estate Appraisal, 6th ed., s.v. “replacement cost.” (Chicago: Appraisal Institute, 2015),
PDF e-book, page 197

This approach has been considered, but it is not being fully developed. This approach is not useful in
estimating the subject’s market value because the market for the subject has little interest in the
replacement cost of the building. The market value of the subject’s land, as if it is vacant, is being
estimated in this section of the report.
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COST APPROACH — COMPARABLE SALES (continued)

Vacant Land Comparable #101 is located at 2150 Carroll Road, Section 4, Peninsula Township. This
is parcel #11-004-012-00 and MLS #1748974. Carroll Road is a public, gravel road. This 10.3 acre
parcel is rolling in topography and there is an old apple orchard. The property was listed on July 16,
2013 for $215,000. It sold on April 26, 2014 for $190,000 with conventional financing.

Comparable
#101
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COST APPROACH — COMPARABLE SALES (continued)

Vacant Land Comparable #102 is located at 2156 Phelps Road, Section 11, Peninsula Township. This
is parcel #11-109-030-00 and MLS #1782421. Phelps Road is a public, gravel road. This 6.58 acre
parcel is rolling in topography and there is an old cherry orchard. The property was listed on April 14,
2014 for $192,000. It sold on September 15, 2014 for $165,000 cash.

T

! Comparable
#102

§ PENINSULA
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COST APPROACH — COMPARABLE SALES (continued)

Vacant Land Comparable #103 is located on Center Road, Section 36, Peninsula Township. This is
parcel #11-336-088-00 and MLS #1811379. Center Road is a public, paved road. This parcel is located
very close to Traverse City and has access to city sewer and water. This 23.37 acre parcel is rolling in
topography and is partially wooded. The property was listed on February 3, 2016 for $669,000. There
have been other listings over the last several years. This is a current listing; not a sale.

Cnmparalile’
#103
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COST APPROACH (continued)
COMMENTS ON ADJUSTMENTS

Property Rights: All of the comparable sales sold in fee simple estate. No adjustments are necessary.

Financing: The comparable sales were traded for cash (United States tender) or equivalents thereof.
No spedial financing was made by either the grantors or grantees in these transactions. No adjustments
are necessary.

Conditions of Sale: The sales were all arm's-length negotiated sales. No adjustments are warranted
with the exception of Comparable #103. This is a current listing. The asking price is reduced by 10% to
a likely sale price based on the average ratio of sale price to listing price in the local market for vacant
land.

Market Conditions: The comparables are all recent transactions. The market is now seen as stable for
this property type.

Unit of Comparison: Common units of comparison that are used by market participants to compare
vacant land comparables to the subject include the price per acre, per square foot unit, the total sale
price, or the price per front foot. For properties with a highest and best use of single-unit home sites
(this would be the subject’s highest and best use if it was a vacant site) the price per acre is the most
common unit of comparison and is used in this analysis.

Number of Acres: This is the divisor for the line above; Sale Price Per Acre. Comparables #101 and
#103 are considered to be in the subject’s size range. Comparable #102 is only large enough to be one
single home site. As such its sale price per acre is too high to compare to the subject because of
economy of scale. It is adjusted by minus 25% for this factor.

Location: The subject’s location is central to the Peninsula. The Peninsula is considered to have three
divisions of value. Comparable #101 has a similar location and comparable #102 is located in the
farthest division and is adjusted by plus 10%. Comparable #103 is located very close to Traverse City.
Its location is superior and it is adjusted by minus 10%.
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COST APPROACH (continued)
COMMENTS ON ADJUSTMENTS (continued)

Topography: The subject has rolling to hill topography. Comparables #101 and #102 have superior;
flatter topography. They are adjusted by minus 10%. Comparable #103 has hilly topography that is
considered to be similar to the subject.

Shape: The subject is irregular in shape with considerable area lost to the long and narrow area where
the driveway is located. Comparable #101 is much more regular in shape. It is superior and adjusted by
minus 10%. Comparable #102 is long and narrow. Comparable #103 is irregular in shape. These two
comparables are considered to be similar to the subject.

Access: The subject has access from a paved road. Comparables #101 and #102 are along gravel
roads. This is considered to be inferior and they are adjusted by plus 10%. Comparable #103 has
similar access from a paved road.

Cover: The subject and all the comparables are partially open and part wooded. No adjustment was
necessary.

Zoning: The subject and comparables #101 and #102 are zoned Agricultural, Comparable #103 has
Residential zoning that allows higher density. It is superior and adjusted by minus 10%.

View: The subject has a minor West Bay view from the edge of the property. The view improves from
the second story. None of the comparables have any potential water views. They are all adjusted by
plus 5%.

Utilities: The subject and comparables #101 and #102 have the same utilities as the subject.
Comparable #103 has access to city sewer and water. It is adjusted by minus 10%. This adjustment
considers that there are substantial costs associated with a development to install the water and sewer
lines.

Demolition: The subject is appraised here as vacant land. The comparables are vacant land. No
adjustments are necessary.
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COST APPROACH (continued)

CONCLUSION
2699 Island View Adjusted Sale Price [
Sale Pri e Indicated Value [/ Acre
Comparable #101 $190,000 $18,447 $18,447
Comparable #102 $165,000 $25,076 $20,061
Comparable #103 $602,100 $25,764 $19,323
AVERAGE $319,033 $23,005 $19,277

The comparables are all located on the Peninsula. There are very few comparables to consider because
of the many parcels that have conservation easements that restrict their development and the high
number of parcels that have already been developed.

Comparable #101 is a reasonably current sale. This comparable is most similar to the subject in size and
utility. It has the least net adjustments. It is the most influential comparable. Comparable #102 is a
fairly recent sale. It has the highest gross adjustments. It is a moderately influential comparable.
Comparable #103 is a currently listing not a sale. This comparable shows how little demand there is for
development property at this time. It supports the range indicated by the other two comparables. Based
on this analysis of these comparable sales the subject is estimated to be worth $19,000 per acre. Thus:

Subject: 15.15 Acres @ $19,000 Per Acre =  5287,850

INDICATED VALUE AS IF THE SUBJECT IS VACANT LAND: $290,000
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SALES COMPARISON APPROACH

The Sales Comparison Approach is a method of estimating market value by comparing sales of similar
properties to the subject. Basic to this approach to value are the concepts and principles of anticipation,
change, supply and demand, substitution, balance and external properties. These concepts are
employed to the extent of local market conditions. Inherent with this approach to value is the principle

of substitution.

The appraisal principle that states that when several similar or commensurate
commodities, goods, or services are available, the one with the lowest price will attract
the greatest demand and widest distribution. This is the primary principle upon which
the cost and sales comparison approaches are based. Source: Appraisal Institute, 7he
Dictionary of Real Estate Appralsal, 6th ed., s.v. “substitution.” (Chicago: Appraisal
Institute, 2015), PDF e-book, page 225

The systematic procedure followed to apply this approach is:

1.

Research the market for sales and offerings of similar properties to
determine the date of sale, size, location and zoning of each.

Verify the information as to the accuracy of the information and that the
transactions are arm's length.

Select relevant units of comparison to analyze each sale.

Compare the sale properties to the subject property using the relevant
units of comparison and adjust the sales prices of the comparables to
reflect their differences with the subject.

Reconcile the various indications of value derived from the comparisons
into a single indication of value or range of values.

The Sales Comparison Approach is developed with sales of schools from around the state.
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SALES COMPARISON APPROACH

Comparable Sale #201 is the Norris School, 10781 E. Cherry Bend Road, Traverse City, Michigan. This
school was deemed excess and sold on June 30, 2014 for $300,000 cash to the sellers (TCAPS). The
land area is 4.65 acres. The school building, built about 1960 contains 35,161 square feet. The land
next to this facility was occupied by a cleaning plant that caused ground water contamination. The
seller’s believe that this cased the property to sell for less than it could have. The property is zoned
Neighborhood Commercial. Since the sale, the building has been rented to many small businesses;
artists, photographers and resale shops. It is close to or is completely full.

Comparable
#201 !
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SALES COMPARISON APPROACH

Comparable Sale #202 is the Orchard View School, 2500 E. Apple Avenue, Muskegon, Michigan. This
school was listed for sale on December 1, 2013. The sales information was obtained from another
appraiser. It sold on August 15, 2014 for $575,000 on a warranty deed. The seller paid $10,000 in
closing costs. The land area is 8.19 acres. The school building, built about 2001 with subsequent
additions contains 27,551 square feet. Though this comparable’s land area is smaller than the subject’s
its configuration is similar with only a small amount of road frontage. I confirmed the sale information
with Jack Timmer of the Orchard View Schools.
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SALES COMPARISON APPROACH

Comparable Sale #203 is the Kennedy School, 610 E. Parkdale Avenue, Manistee, Michigan. This is
parcel #51-07-820-021-00 and MLS #12007046. This school was listed for sale on February 6, 2012 for
$550,000. The listing agent, Mike Cnudde, told me that the building had not been used for at least 6
years, had been left unheated and the roof leaked. This property is located along the main road (US-31)
and is partially zoned commercial. It sold on June 17, 2015 for $200,000 cash. The land area is 17.75
acres. The school! building, built about 1962, contains 28,292 square feet. The agent told me that the
buyer has not done anything to the property, but originally had plans to convert it into an adult care
facility.
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SALES COMPARISON APPROACH (continued)
COMMENTS ON ADJUSTMENTS

Property Rights: All of the comparable sales sold in fee simple estate. No adjustments are considered
to be necessary.

Financing: The comparable sales were traded for cash (United States tender) or equivalents thereof.
No special financing was made by either the grantors or grantees in these transactions. No adjustments
are necessary.

Conditions of Sale: The sales were all arm's-length negotiated sales. All of the comparables were
exposed to the market through the MLS. Comparable #202 is adjusted by minus $10,000 for the closing
costs paid by the seller.

Market Conditions: Market conditions are considered to be stable for this market during the time
period between the sale dates and the date of value. No adjustments are made for changes in market
conditions.

Unit of Comparison: Only two units of comparison can be used to compare the comparables to the
subject, first, the price per square foot unit of measure and second, the total sale price. Active
participants (buyers, sellers, tenants and landlords) in this market typically value commercial buildings by
the per square foot unit of comparison. To accurately reflect the market, the per square foot unit of
comparison is used to compare and adjust the comparable sales to the subject.

Location: The subject has a suburban location. All of the comparables have superior locations; much
more urban with higher population densities nearby. Comparables #201 and #202 are adjusted by
minus 25%. Comparable #203 is adjusted by minus 10%. In the case of comparable #203 this
adjustment also considers its commercial zoning.

Economy of Scale: These adjustments consider differences in size. It is recognized that larger
buildings typically cost less to construct on a square foot basis than smaller buildings this is confirmed
with data from the Marshall Valuation Service. Frequently the market recognizes this aiso. In the case of
this analysis the comparable buildings are close to the subject in size; small adjustments are made to
comparables #202 and #203 of minus 5%.
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SALES COMPARISON APPROACH
COMMENTS ON ADJUSTMENTS (continued)

Land Size in Acres: This adjustment is based on the difference in land area between the comparables
and the subject. The adjustment for comparable #201 is based on half of the subject’s estimated value
per acre. The adjustments for comparables #202 and #203 are at lower acreage rates due to the lower
land values at these locations. The rates are lower than the subject’s estimated rate because the
difference is size is considered to be surplus acreage that carries a lower value than the primary acreage
necessary for the function of the property.

Site Improvements: The subject and each of the comparables have typical site improvements of
landscaping and parking lots. No adjustments are considered to be necessary.

Effective Age: This adjustment is based on my observations of the comparables, reviewing the
photographs in the MLS and discussions with the agents. The adjustments are 1% for each year of
difference in observed effective age.

Municipal Water and Sewer: The subject does not have city sewer and water; comparables #201
and #203 have city sewer and water, They are adjusted by minus 5% for this item.

Other Special Features: The subject and the comparables do not have any special features, but this
line is utilized to recognize comparable #201's contamination issues. The contamination limits the
potential uses of this property. Comparable #201 is adjusted by plus 10%.

Quality & Appeal: The subject displays average quality and appeal. Each of the comparables is
considered to be similar in quality and appeal. No adjustments are necessary.

Condition: The subject is in average condition. Comparable #201 was in inferior condition when it sold
and is adjusted by plus $5 per square foot. Comparable #202 was in similar condition. Comparable
#203 Is considered to have been in inferior condition because of its leaking roof and lack of use for a
long period of time. It is adjusted by plus $10 per square foot.

Basement: The subject and the comparables have no basement area. No adjustments are necessary.

Basement Finish: The subject and the comparables have no basement finished area. No adjustments
are necessary.

Elevator: The subject and the comparables do not have elevators or any other special features.
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SALES COMPARISON APPROACH (continued)

CONCLUSION
Comparable Adjusted Sale Indicated
Sales Price Value
Comparable #201 $300,000 $569,000
Comparable #202 $565,000 $546,000
Comparable #203 $200,000 $614,000

Average 2576,333

The comparables are all schools in western Michigan cities. School buildings do not sell frequently.
There are very few sales available. It is not readily possible to develop any better support for the
adjustments due to the lack of additional sales date. Comparabie #201 is an influential comparable due
to its recent sale date and location in Traverse City. Comparable #202 is a fairly recent sale. This
property s located the farthest from the subject. This property was purchased by Orchard View School
District and is used by them for adult education. It is a very influential comparable because it was
purchased for continued use as a school. Comparable #203 is chosen as a comparable because it is a
fairly recent sale of a building located in a western Michigan city. 1ts poor condition at the time of sale
causes it to be only a moderately influential comparable.

These comparables produce a tight range of indicated values for the subject. Comparable #202 is given
most consideration. The other comparables influence the subject value up into the range.

INDICATED VALUE BY THE SALES COMPARISON APPROACH: $575,000
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INCOME APPROACH

In the Income Approach, the subject’s potential gross income as if rented is estimated by comparison to
like rental properties in the market by the same process used in the Sales Comparison Approach.
Expenses are then calculated and deducted from the rent to arrive at Net Operating Income. The Net
Operating Income is then processed into indications of value based on different methods.

The method most often used is by an Overall Capitalization Rate. The rate is developed from the market
by finding similar rental properties that have soid recently and dividing their Net Operating Income by
their cash equivalent sale price to arrive at a Capitalization Rate. The subject's Net Operating Income is
then divided by the rate selected for it from the market derived capitalization rates.

Other methods used include testing for value by using an Internal Rate of Retumn calculation to a
required yield, and the calculation of the present value of the income stream, and the reversion of the
property at the end of a projected holding pericd also to a required yield.

The Income Approach is most applicable to investment properties. This is generally any property held as
an investment, such as offices, apartments, and stores.

MARKET RENT COMPARABLES

The subject is not operated under a lease agreement, it is owned by the school. Market rent is relied
upon to develop an estimate of the subject's potential gross income as a charter school.

Charter schools throughout the state were researched and surveyed to identify schools operating in
leased facilities with the most similar physical and locational characteristics to the subject. The following
rental comparables are representative of the subject’s placement in the market.
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INCOME APPROACH
MARKET RENT COMPARABLES (continued)

Charter School Rental Comparable #301 is the Vista Academy, located at 711 32 Street, Grand
Rapids. This is a K-8 charter school that was established in 1996. The current enroliment is 760
students. The maximum enrollment is 804. The building contains 50,800 square feet with 28
classrooms, art, music, offices, media, library, gymnasium, parking and playground. It is situated on a
site containing 5.04 acres. The building was constructed in 1969, renovated in 1999, and added onto in
2003.

The property is leased from National Heritage Academies, Inc to Vista Charter Academy. The current
lease agreement began on July 1, 2012 with automatically renewing one year terms. The annual rent is
$736,640, net. The tenant is responsible for all operating expenses, including real estate taxes that equal
$1.23 per square foot of building area.
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INCOME APPROACH
MARKET RENT COMPARABLES (continued)

Charter School Rental Comparable #302 is the Paramount Academy, located at 3624 S. Westnedge,
Kalamazoo. This is a K-8 charter school that was established in 1998. The current enrollment is 562
students. The maximum enroliment is 804. The building contains 58,000 square feet with 28
classrooms, art, music, offices, media, fibrary, gymnasium, parking and playground. It is situated on two
parcels containing a total of nine acres. The building was constructed over 40 years ago, renovated in
2001, and added onto in 2007.

The property is leased from National Heritage Academies, Inc to Paramount Academy. The current lease
agreement began on July 1, 2012 with automatically renewing one year terms. The annual rent is
$736,480, net. The tenant is responsible for all operating expenses. This property is tax exempt and the
tenant is not responsible for property taxes.
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INCOME APPROACH
MARKET RENT COMPARABLES (continued)

Charter School Rental Comparable #303 is the River City Scholars Charter Academy, located at 944
Evergreen Street, Grand Rapids, Michigan. This is a K-8 charter school that was established in 2012.
The current enrollment is 521 students. The maximum enrollment is 804. The building contains 58,067
square feet with 28 classrooms, art, music, offices, media, library, gymnasium, parking and playground.
It is situated on a 4.1 acre site. The building was constructed as an elementary school many years ago.
It was renovated and expanded; at reportedly $7,000,000, in 2012.

The property is leased from National Heritage Academies, Inc to River City Scholars Charter Academy.
The current lease agreement began on July 1, 2012 with automatically renewing one year terms. The
annual rent is $867,360, net. The tenant is responsible for all operating expenses, including real estate
taxes that equal $1.32 per square foot of building area.
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INCOME APPROACH
MARKET RENT COMPARABLES (continued)

Charter School Rental Comparable #304 is the Eagle Crest Charter Academy, located at 11950 Riley
Street, Holland, Michigan. This is a K-8 charter school that was established in 1997. The current
enroliment is 733 students. The maximum enroliment is 760. The bullding contains 53,400 square feet
with 28 classrooms. The facility also contains a gymnasium, computer room, media room, music room,
conference room, and several offices. The site contains a large parking area and an outdoor play area,
The building was constructed for this charter academy in 1998, it was added onto in 2001 and again in
2008.

The property is leased from National Heritage Academies, Inc to Eagle Crest Charter Academy. The
current lease agreement began on July 1, 2011 with automatically renewing one year terms. The annual
rent is $745,120, net. The tenant is responsible for all operating expenses, inciuding real estate taxes
that equal $0.92 per square foot of building area.
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INCOME APPROACH
MARKET RENT COMPARABLES (continued)

Charter School Rental Comparable #305 is the Cross Creek Charter Academy, located at 7701
Kalamazoo Avenue, Byron Center, Michigan. This is a K-8 charter school that was established in 1997,
The current enrollment is 794 students. The maximum enroliment is 825. The building contains 54,736
square feet with 30 classrooms, a media center, a resource room, gymnasium, multipurpose room, 11
restrooms, several offices, two student support rooms and various storage areas. The site includes two
playground areas and ample parking space. The building was constructed for this charter academy in
1997, it was added onto in 2001 and again in 2006.

The property is leased from Nationa! Heritage Academies, Inc to Cross Creek Charter Academy. The
current lease agreement began on July 1, 2012 with automatically renewing one year terms. The annual
rent is $741,920, net. The tenant is responsible for all operating expenses, including real estate taxes
that equal $0.57 per square foot of building area.
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INCOME APPROACH
MARKET RENT COMPARABLES (continued)

Charter School Rental Comparable #306 is the Nexus Academy, located at 801 Broadway Avenue,
Grand Rapids, Michigan. This is a 9-12 charter school that was established in 2012. The current
enroliment is 180 students. The maximum enroliment is 246. The leased area contains 14,721 square
feet with 5 classrooms, and several multi-use areas utilized for classroom area. The leased area was
renovated within a multi-tenant office building. It does not include outdoor playground area.

The property is leased from Connections Education LLC, to Nexus Academy of Grand Rapids. The current
lease agreement began on October 2, 2012 and expires June 30, 2017. The base rend is $15.00 per
rentable square foot and increases 2.5% upon renewals after the expiration date. This creates an annual
rent of $220,849, net. The landlord provides heat, water, and sewer service, and pays real property
taxes. The tenant Is responsible for electrical service and insurance.
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INCOME APPROACH
MARKET RENT COMPARABLES (continued)

. Current Mean . Class
School Location Founded Grades Enroliment Enroliment Bid Size (SF) [OOMS
Vista Academy 711 32nd St, Grand Rapids 1996 K-8 760 804 50,800 28
Paramount Academy 3624 S Wesinedge, Kalamazoo 1998 K-8 562 804 58,000 28
River City Scholars 944 Evergreen, Grand Rapids 2012 K-8 521 804 58,067 28
Eagle Crest Charler Ac 11950 Riley St, Holland 1997 K-8 733 760 53,400 28
Cross Creek Charter Ac 7701 Kalamazoo, Byron Center 1997 K-9 794 825 54,736 30
Nexus Academy 810 Broadway Ave, Grand Rapids 2012 9-12 180 246 14,721 5

This group of comparables is the most applicable group available for comparison to the subject. The
locations are considered similar; students throughout the state of Michigan all provide the same
foundation (funds received from the state) to the school they attend.

The annual rental rates are analyzed by several units of comparison in the following table; the annual
rental rate per square foot, per classroom, per enrolled student, and per maximum allowed student.

Rent Class Rent/ Current Rent/ Max

School Annual Rent Rent/SF Room Student Student
Vista Academy $736,640 $14.50 $26,309 $969 $916
Paramount Academy $736,480 $12.70 $26,303 $1,310 $918
River City Scholars $867,360 $14.94 $30,977 $1,665 $1.079
Eagle Crest Charter Ac $745,120 $13.85 $26,611 $1,017 $980
Cross Creek Charter Ac  $741,920 $13.55 $24,731 $934 $899
Nexus Academy $220,815 $15.00 $44, 163 $1,227 $898
Average $14.11 $29,849 $1,187 $948
Median $14.23 $26,460 $1,122 . $216

Considering the high number of students at most of these facilities and much lower number of students
estimate for the subject of 190 the most appropriate rate for the analysis of the subject is the rent per
the current number of students indicated by the comparables. The comparables produce a range of $934
to $1,665 with an average of $1,187 and a median of $1,122. The school with the most similar number
of students is the Nexus Academy. Its indication of rent per its current number of students is near the
central tenancies adding support for the middle of the range. These rates have been proven to be
finically feasible for operating public school academies in markets around Michigan.

Considering the good condition of the subject, its average quality and location, an appropriate market
rental rate for the subject is selected from the middle of the range. A rental rate of $1,150 per student is
estimated for the market rental rate for the subject.
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INCOME APPROACH
POTENTIAL GROSS INCOME

The selected market rate for the subject is applicable to both estimates of value.

Pctential Grogs Income (PGI) 190 Students @ $1.150 = $218.50C

OPERATING EXPENSES

The pro forma operating statement has been developed using typical operating expenses to this market.
The subject property is analyzed as being rented on a net basis with the tenant paying for all operating
expenses (utilities, taxes, etc.). An expense history for the subject has not been provided and it not
considered to be necessary due to the estimate of market rent on a net basis.

Expense items included in the pro forma require an allowance for vacancies and credit losses. The
market data reveals that mature charters schools as tenants are very stable tenants with long histories of
occupancy and reliable funding from the state. These operations do not typically change locations;
rather add on to suit changing needs. A vacancy and credit loss factor of 3% is chosen for the subject,
This s a long term rate that also includes frictional vacancy over the length of a typical holding period for
the subject.

An allowance must be made for management. Typical charges for management range from 3.5% to
4.0% for mixed use, multi-tenant properties. Property managers in larger metropolitan areas charge as
much as 6%. Charges in this market can range to as low as $200-$500 per year on a fixed-fee basis for
single tenant buildings leased on a net basis where the manager’s only responsibility is cashing the rent
checks and making certain the taxes and insurance are paid. The subject is analyzed as a single-tenant
net leased facility. Active management is not necessary. Two percent (2%) of the effective gross
income is considered reasonabie to manage the subject including all accounting and legal expenses
incurred from ownership of the subject.

There are no expenses for interest or depreciation. Depreciation is a non-cash item and interest is a
function of the owners financing, not the market. It is anticipated that the subject would be exempt from
real estate taxes.
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INCOME APPROACH
OPERATING EXPENSES (continued)

Typically, properties held as investments in this market do not allocate an expense for reserves or capital
improvements. These items are covered as repairs. In addition, none of the comparables analyzed
included expenses for reserves or replacements. Therefore, a reserve allocation is not made in the pro
forma. Reflective of the local investor market, it is included in the capitalization rate selected for the
subject.

PRO FORMA OPERATING STATEMENT

The projected operating expenses for the subject are applicable to both estimates of value.

| Pro Forma Operating Statement
Potentiai Gross Income (PGl): $218,500

LESS Vacancy & Credit Losses: 3.0% {6,555)
Effactive Gross Income (EGI): $211,845
Operating Expenses:

Management/Accounting/Legal: 2.0% $4,239
Total Operating Expenses’ (4,239)
Net Operating Income (NOI $207,708
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INCOME APPROACH (continued)
CAPITALIZATION RATE COMPARABLES

The following comparables are presented to support the selection of a capitalization rate for the subject.
Sales of leased charter schools could not be identified. Sales of income producing real property in the
Traverse City market are utilized to gauge local investor demands.

Capitalization Rate Comparable #401 is located at 539 East Eighth Street, Traverse City, Michigan.
This is the northwest corner of East 8% Street and Franklin Street. The parcel ID# is 28-51-798-092-00.
The building was constructed in 1973. It is a single story concrete block construction with brick veneer
on the front side. The roof is semi-flat and covered with a membrane. There is a wood post frame
awning over the unit entrances. The foundation is a poured concrete slab. The building contains 6,080
square feet. The building was configured as four units with two offices, a pizza shop and an open gym
area. The property was listed for sale in the TAAR MLS on October 6, 2010 as #1720963 for $425,000.
Traverse City State Bank listed it for sale after they had foreclosed on the property on January 20, 2010.
It sold 203 days later on April 25, 2011 for $303,000, cash. At the time of the sale, there was one
tenant, the pizza shop that had a long term lease; all other leases were short term. Their lease was for
$7,032, annually, through November, 2015. The tenant occupying the open gym area expired on April
30, 2011. The chiropractor tenant was leasing on a month to month arrangement paying $13,200,
annually and 1,680 square feet were vacant. Projecting a rate of $9.00 per square foot for the vacant
unit (it was listed for $10.00 per square foot at the time of this listing) and using the contract rents on
the occupied units creates a potential gross income of $55,068. Deducting a reasonable vacancy and
collection loss of 15%, an estimated $12,000 for real estate taxes, $1,400 for insurance, $8,500 for
common area maintenance, and $3,000 for management, legal and accounting results in an estimated
net operating income of $21,908. Dividing this by the sale price produces a projected overall
capitalization rate of 7.23%.

Capitalization Rate Comparable #402 is located at 832 US-31 South, Traverse City, Michigan. This
sale took place on July 31, 2013 for $700,000 cash. This is a net leased Dollar Store. This is quoted as a
“long term” lease at $70,000 per year. The building was constructed in 1989 and contains 15,000 square
feet. Reducing the rent by 2% for a vacancy and credit loss factor and 0.5% for management produce
NOI of $68,257 and an overall capitalization rate of 9.75%.
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INCOME APPROACH
CAPITALIZATION RATE COMPARABLES (continued)

Capitalization Rate Comparable #403 is the sale of a multi-tenant commercial building located at
1105 East Eighth Street, Traverse City, Michigan. It is located on the northeast corner of South Garfield
Avenue and East Eighth Street. This building is a one-story, wood frame and masonry constructed
building. It contains 8,455 square feet with four units. One unit operates as a party store, one unit has
been a longtime occupant as a computer repair shop and there are two general office units that were
vacant at the time of the sale. The building was constructed in 1946 according to city records. The
property was listed in the MLS on March 7, 2012 for $580,000. The price was reduced to $499,000 on
November 29, 2012. The sale closed on June 3, 2013 after 454 days on the market; selling for $485,000
with conventional financing. The seller was First Financial Collateral Inc., that acquired the property in a
deed in lieu of foreclosure on February 2, 2012. The property previously sold on October 5, 2005 for
$738,750, reported to the MLS as #1652505.

This building was 50% occupied at the time of the most recent sale. The listing Realtor created a pro
forma with an estimate of rent for the vacant spaces of $8.00 per square foot and total operating
expenses for the property of $27,000, equivalent to $3.19 per square foot. The potential gross revenue
was projected to be $77,640. Subtracting 15% as a vacancy and credit loss factor, 4% of EGI for
management, legal and accounting expenses, and the projected $27,000 in operating expenses,
produces $36,354 in projected net operating income. This amount divided by the sale price of $485,000
produces a capitalization rate of 7.50%.

Capitalization Rate Comparable #404 is the sale of a Secretary of State occupied office building
located at 1759 Barlow Street, Traverse City, Michigan. This is a single occupant building located just
north of South Airport Road. It is a wood frame building with vinyl lap siding built in 1990. The building
was in average overall condition at the time of the sale. The gross building area is 4,918 square feet.
The site contains 1.1 acres. The property was listed for sale in the TAAR MLS on March 25, 2008 for
$675,000. It was listed for sale again in September 2010 for $550,000. Foliowing a bank foreclosure, it
was listed as MLS #1723894 on February 23, 2011 for $489,900. It sold after 63 days on April 27, 2011
for $439,000 with conventional financing. At the time of sale, the property had gross income of $85,440.
This is a gross lease with the landlord responsible for all expenses that expires in 2016 and includes
options to renew. Reducing the gross income by the actual operating expenses reported by the listing
agent and also deducting 3% for management and $600 for legal and professional expenses yields
$40,822 in net operating income. This produces an overall capitalization rate of 9.3%.
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INCOME APPROACH
CAPITALIZATION RATE COMPARABLES (continued)
COMMENTS ON CAPITALIZATION RATE COMPARABLES

Capitalization Rate Comparable #401 7.23%
Capitalization Rate Comparable #402 9.75%
Capitalization Rate Comparable #403
Capitalization Rate Comparable #404

Comparables #401 and #403 were both purchased to be partly owner occupied which typically creates
indications of capitalization rates below that of a purely investor owned income producing property.
Comparables #402 and #404 were purchased by investors and represent single tenant occupancy with
locations outside of the city limits of Traverse City.

The sale prices of the comparables do not bracket the subject’s indication of value; they represent sales
to lower level local investors that might consider the subject as an investment. Considering the size of
the subject and the estimate of market rent, the rate selected for the subject is higher than the range of
rates developed by these comparables. The needs to also consider the subject’s overall risk as a new
public charter school.

Considering the size and quality of the subject, it would be marketed nationwide as an income producing
property.

Additional data obtained from RealtyRates.com is presented next as support for the selection of an
overall capitalization rate for the subject.
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INCOME APPROACH (continued)
RealtyRates Survey

The RealtyRates.com Investor Survey, from the 2" Quarter 2016 is presented next. In addition to the
surveyed rates from market participants, the reports present two additional methods of calculating an
Overall Capitalization Rate using mortgage data from the respective periods in time. The reports include
schools and daycare center properties located in markets nationwide. The surveyed rates include
information from actual transactions; data is obtained from a polling of 312 appraisal and brokerage
firms, developers, investors, and lenders nationwide. Minimum, maximum, and average rates are
presented for each of the three methods.
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INCOME APPROACH (continued)

The Debt Coverage Ratio and the Bank of Investment techniques are less influential as they are reflective
of the current lending atmosphere, not necessarily market demand. The surveyed rates are relied upon
for a national perspective of this property type. The range created by minimum and maximum surveyed
rates is quite broad. The risk associated with an average size school property in the Traverse City market
is considered to be around the national average for school properties, but because the subject is a risky
investment because a charter school would be new, the rate chosen for the subject is higher than the
average. If there was an operating charter school at the subject property at this time paying the
estimated amount of rent the capitalization rate that is chosen would be lower.

The comparables presented from the local market are less influential indicators of an appropriate rate for
the subject because they reflect small local investor transactions. The rate selected from the national
survey of capital rates for school properties is the most influential. Based on this analysis of these
comparables and the survey provided, a capitalization rate of 14.0% is selected for the subject. This rate
is appropriate for and utilized for both indications of value.

NET OPERATING INCOME DIVIDED BY CAPITALIZATION RATE EQUALS VALUE:

MNet Operating Income: $207,706 Divided by Rate 14.00% = $1,483,615

INDICATED VALUES BY THE INCOME APPROACH: $1,500,000
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FINAL RECONCILIATION

The Cost Approach has not been developed because estimating the amount physical depreciation and
obsolescence is not readily possible. Within the Cost Approach an estimate of the subject’s value is made
to support an adjustment in the Sales Comparison Approach for the difference in land size.

The Sales Comparison Approach has been developed with comparable sales of closed, vacant schools
from the western Michigan region. The Sales Comparison Approach indicates value for the subject of
$575,000. This is the bottom of the range of value for the subject and is the amount that is estimated
could be achieved in a sale of the subject as a closed facility.

The Income Approach is developed based market rent from charter schools based on indications of rent
on a per student basis. This approach produces an indication of value at the top of the range and
anticipates a sale of the subject property for use as a charter school that has the ability to attract 190
students. The Income Approach produces an indication of value of $1,500,000.

A study of the subject’s value based on a conversion to residential condominiums or apartments has not
been done due to the impracticality of estimating conversion costs without significant input from
contractors. If these costs can be determine this could be an alternative valuation method. Additionally,
this approach is considered to be too speculative due to the subject property’s current zoning and the
current zoning ordinance.

In my opinion, the market value of the fee simple interest in the subject property, as of the 26" day of
May 2016, was between, Five Hundred Seventy Five Thousand Dollars, as a vacant closed
school and One Million Five Hundred Thousand Dollars, as an operating charter school
($575,000 to $1,500,000).

Respectfully submitted,

Michael Tarnow, MAI, SRA
Certified General Appraiser #1201000638
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ASSUMPTIONS AND LIMITING CONDITIONS

10.

11.

12.

The owner of the fee simpie estate is assumed to have a free and clear interest with no
encumbrances that cannot be deared through normal channels.

The information on which this appraisal is based has been obtained from sources normally used by
Northern Michigan Real Estate Consultants and is considered to be reliable, but is not guaranteed.

Northern Michigan Real Estate Consultants reserves the right to alter the opinion on value on the
basis of information withheld or not discovered in the normal course of its investigation.

The appraiser assumes no responsibility for matters of a legal nature affecting the property or the
title thereto. The appraiser does not render any opinion as to title, which is assumed to be good
and marketable.

The property is appraised as though under responsible ownership and that competent and
aggressive management is utilized.

It is assumed that there is full compliance by the property and owner with all applicable federal,
state and local environmental regulations and laws unless noncompliance is stated, defined and
considered in the appraisal report.

It is assumed that all applicable zoning and use regulations have been, or are being, complied with.

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

The appraiser is not required to give testimony or appear in court because of having made this
appraisal with reference to the property in questions, unless arrangements have been previously
made therefore. The fee charged for this appraisal does not include payment for court testimony
or for further consultation.

No opinion of an engineering nature is intentionally expressed or implied and no responsibility is
assumed for matters concerning engineering of the property in its entirety.

No survey has been made especially for this appraisal. Property lines, area size, survey and other
documents either of record or ctherwise provided, are assumed to be correct.

No engineering survey has been made by the appraiser. Except as specifically stated, data relative
to size and area were taken from sources considered reliable and no encroachment of real property
improvements is assumed to exist.

Northern Michigan Real Estate Consultants
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ASSUMPTIONS AND LIMITING CONDITIONS

13.

14.

15.

16.

17,

18.

19,

20.

Maps, plats and exhibits are for illustration only, as an aid in visualizing matters discussed within
the report. They should not be relied upon for any other purpose.

No opinion is expressed as to the value of subsurface oil, gas or mineral rights and that the
property is not subject to surface entry for the exploration or removal of such materials except as is
expressly stated.

Unless otherwise stated, no consideration in the valuation process has been given to mineral
deposits (oil, gas, coal, gravel, etc.) or timber, if any, that may be found on the subject.

Unless ctherwise stated, the existence of potentially hazardous material, which may or may not be
present on the property, was not observed by the appraisers. The appraisers have no knowledge of
the existence of such materials on or in the property. The appraisers, however, are not qualified to
detect suich substances. The presence of substances such as asbestos, urea formaldehyde foam
insulation and/or existence of toxic waste, or other potentially hazardous materials may affect the
value of the property. The value estimate is predicated on the assumption that there is no such
material on or in the property that would cause a loss in value. No responsibility is assumed for any
such conditions or for any expertise or engineering knowledge required to discover them. The client
is urged to retain an expert in this field, if desired.

The appraiser was not provided with an environmental screening, environmental Phase I report,
and/or a soils boring report. If environmental issues or soils, including hazardous waste, are
revealed which may adversely impact the subject property, the appraiser reserves the right to alter
the value conclusions contained herein.

Load-bearing capacity of subsoil is assumed to be adequate for the present utilization, but no
borings or engineering studies have been made especially for this appraisal and the vaiue
conclusion could be affected by such information.

The appraiser has not been supplied with building plans and specifications, site plans, and surveys.
No occupancy permits have been supplied. No responsibility or representation is assumed or made
for any costs associated with obtaining same or for any deficiencies discovered before or after they
are obtained.

No termite inspection report was provided. The appraiser is not qualified in the arts and sciences
of termite inspection. No responsibility is assumed for any damage caused by termites. A termite
inspection is recommended.
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ASSUMPTIONS AND LIMITING CONDITIONS

21,

22.

23.

24,

25.

26.

27.

28.

Unless otherwise stated, the appraisers make no representation or warranties as to the adequacy
or condition of appliances, electrical systems, plumbing and heating, air conditioning, the presence
of insulation, adequacy or condition of structural systems or any other subsystem within the
property. The appraisers assumes no responsibility for any costs incurred to discover or correct
any deficiencies present in the property.

The financial and operating projections in this report are in no way warranted or guaranteed by the
appraiser signing the appraisal report or Northern Michigan Real Estate Consultants.

The forecasts, projections or operating estimates are based upon current market conditions,
anticipated short term supply and demand factors and a continued stable economy. These
forecasts are, therefore, subject to changes in future conditions. The appraiser cannct be held
responsible for unforeseeable events that alter market conditions after the effective date of the
appraisal.

It is assumed that the income, expense and other financial data supplied by the client is accurate.
The appraiser assumes no responsibility for independently verifying this information. If the client
has any question regarding this information, it is the client's responsibility to seek whatever
independent verification is deemed necessary.

The overall condition of the improvements was based upon the appraiser's visual inspection.
Should a qualified structural engineer make a determination on the improvements than what is
contained within the report, I reserve the right to alter the value conclusions contained herein.

The Market Value is based upon current and expected market conditions as of the date specified.
Therefore, based upon this assumption, I cannot be held reliable for unforeseeable events that may
alter market conditions subsequent to the effective date of the appraisal.

The appraiser’s conclusion(s) of value is based upon the assumption that there are no hidden or
unapparent conditions of the property that might impact upon buildability. The appraiser
recommends due diligence be conducted through the local building department or municipality to
investigate buildability and whether the property is suitable for its intended use(s). The appraiser
makes no representations, guarantees, or warranties.

On January 26, 1992, the Americans with Disabilities Act (ADA) took effect. This report has not
considered this act and the impact it may have on the subject with respect to renovation cost and
general compliance. Should a report be provided which indicates a possible renovation, I reserve
the right to amend this report.
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ASSUMPTIONS AND LIMITING CONDITIONS

29.

30.

31

32

33.

34.

35.

Possession of this report, or a copy, does not carry with it the right of publication. None of this
report shall be conveyed to any person or entity other than the appraisers' or firm's client, through
advertising, solicitation materials, public relations, news, sales, or other media without the previous
written consent and approval of the authors or firm with which the appraiser is connected, or any
reference to the Appraisal Institute or designation. Further, the appraisers or firm assumes no
obligation, liability, or accountability to any third party. 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.

This appraisal is to be used in whole, not in part. The contents and any reference to the Appraisal
Institute, or the MAI designation, shall not be used in connection with any other appraisal or
disseminated to the public through advertising, public relations, news, sales or other media without
the prior written permission of Northern Michigan Real Estate Consultants.

Disclosure of the contents of the appraisal is governed by the Bylaws and Regulations of the
professional organizations with which the appraiser (s) and/or Northern Michigan Real Estate
Consultants are affiliated.

Acceptance of and/or use of this report constitutes acceptance of these conditions.

This report is intended to comply with the Code of Ethics and Standards of Professional Appraisal
Practice of the Appraisal Institute. It is further intended to comply with the Uniform Standards of
Professional Appraisal Practice (USPAP) and the guidelines set forth by the Financial Institution's
Reform, Recovery and Enforcement Act of 1989 (FIRREA).

The information and opinions contained in this appraisal are set forth in my best judgment in light
of the information available at the time of the preparation of this report. Any use of this report by
any other person or entity, or any reliance or decisions based on this appraisal are the sole
responsibility and at the sole risk of the third party. I accept no responsibility for damages suffered
by any third party as a result of reliance on or decisions made or actions taken based on this
report. Furthermore, I reserve the right to alter my opinion of value on the basis of information
withheld or not discovered in the course of my investigation. Acceptance of and/or use of this
report constitutes agreement with these terms and conditions.

The client hereby guarantees to NMREC and the appraiser signing this report that if this appraisal is
given in whole or in part to any third party that the client cited herein will, in writing, declare to
said third party to not to place any reliance on anything contained in said appraisal or parts thereof
and that NMREC and the appraiser has duty to the client cited herein only and not to any third

party.
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CERTIFICATION

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 they 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 performed no service, 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 the acceptance of this
assignment.

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 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 Uniform Standards of Professional Appraisal Practice.

I, Michael Tarnow, have made a personal inspection of the property that is the subject of this report.
No one provided significant real property appraisal assistance to the person signing this certification.
The appraiser's analysis, opinions, and conclusions were developed, and the report has been

prepared in conformity with the code of Professional Ethics and Standards of Professional Appraisal
Practice of the Appraisal Foundation and the Appraisal Institute.
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CERTIFICATION (continued)
The use of this report is subject to the requirements of the Appraisal Institute relating to review by
its duly authorized representatives.

As of the date of this report, I, Michael Tarnow, MAI, SRA, have completed the Continuing Education
program of the Appraisal Institute.

In Michigan, appraisers are required to licensed/certified and are regulated by the Michigan
Department of Licensing and Regulatory Affairs, P.O. Box 30018, Lansing, MI 48909,

The appraisers’ qualification sheets are contained in the Addenda of this report.

Michael Tarnow, MAI, SRA
Certified General Appraiser #1201000638 Date: June 15, 2016
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ADDENDA



REGIONAL DATA

Grand Traverse County is located in Northwestern Lower Michigan. The county is also located
around the Grand Traverse Bay of Lake Michigan. East Bay and West Bay are separated by the Old
Mission Peninsula. The area is primarily known for tourism, not only for its beautiful Lake Michigan
coastline, but also inland areas, several large lakes and forests. This is also the world leader in cherry
production. The Cherry Festival is celebrated every year in July.

res | - """]

BHABLEYD

Grand Traverse County is truly one of Michigan’s wonders on the Great Lakes.

The County also has a diverse economic base, including plastics manufacturing, woodworking, food
processing, and medical technology, just to name a few. Traverse City is the county seat.

TRAVERSE CITY

Traverse City is located at the bases of East and West Grand Traverse Bay. It is the County Seat of
Grand Traverse County. Tt was incorporated as a village in 1881 as a village and later as a city in 1885.

This area constitutes the largest urban area in the northwestern part of the lower peninsula of Michigan.

With the exception of Traverse City, this region is sparsely populated. Grand Traverse County contains a
total area of 462 square miles.
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REGIONAL DATA (continued)

As of Aprii 2016, the labor force was 47,789 people of which 45,854 were employed; this left 1,935 idled
and created Grand Traverse County County's average unemployment rate of 4.0%. This average jobless
rate was lower than the rates for the past four years for the same period. (7hese rates are Mot

Seasonally Adjusted.) Source: milmi.org

The ten week summer season is an especially busy time of the year for tourism.

The National Cherry

Festival is in the second week of July. This nationally known festival brings over 300,000 people into the
area, every year. The Traverse City Film Festival has become huge draw to the area. Statistical annual

information for Grand Traverse County for is in the following charts.

GRAND TRAVERSE COUNTY REGIONAL UNBMPLOYMENT RATES
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The following information shows the recent annual employment statistics for the county.

2012 2013 2014 2015

YEAR

2016

Grand Travarsa
Total Labor Force:

Counly

April
46,582 45,866 46,254 47,573 47,789

Employed: 42,866 42,493 44,049 45,815 45,854
Unemployed: 3,716 3,373 2,205 1,758 1,935
Unemployment Rate: 8.0% 74% 4.8% 3.7% 4.0%
¥y org

The next chart shows how Michigan’s jobless rate compares with the National unemployment rate. The
unemployment rate for Michigan has remained consistently higher that the national rate.

UNEMPLOYMENT RATE

Annuzl
2014
Mi| 7.3%
Ut | 6.2%

Annual

2015 Jan-16 Feb
7.3% 4.9% 4.8%
6.2% 53% 52%

Mar

4.8%
5.1%

April May-158 June July Aug Sept
4.3% 550% 55% 563% 51% 50%
4.7% 550% 530% 560% 520%

Oct Nov
50% 51%

5.10% 4.80% 4.80%

Dec

4.5%
4.80%

mimiorg Net Soasonaty Adiusted
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REGIONAL DATA (continued)

The business employment by sector is broken into the categories below. There are 50,733 estimated
civilian employees aged 16+ in Grand Traverse County. The Manufacturing and Service Industries make
up the majority of the employers in the county.

Grand Traverse County Percentage of Employees
2015 Estimated Employed Civilians Aged 16+ Per Industry
Agriculture; Forestry; Fishing; Hunting 0.2%
Mining 0.3%
Utilities 0.2%
Construction 5.6%
Manufacturing 8.4%
Wholesale 2.8%
Retail Trade 17.3%
Transportation; Warehousing 1.6%
Information 1.6%
Finance; Insurance 3.1%
Real Estate; Rental; Leasing 2.0%
Professional, Scientific; Technical Senices 4.7%
Management of Companies; Enterprises 0.3%
Administration; Support; Waste Management Senices 2.6%
Educational Senices 5.9%
Health Care; Social Assistance 16.2%
Arts; Entertainment; Recreation 2.3%
Accommodation; Food Senices 14.0%
Other Senices 5.6%
Public Administration 4.3%
TOTAL EMPLOYERES AGED 15+ 55,379

ccim stobonting 2/2016
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REGIONAL DATA (continued)

Following, is a list of the principle employers in Grand Traverse County, as well as a list of the other
major employers in the county.

PRINCIPAL EMPLOYERS IN GRAND TRAVERSE COUNTY
Business # Employees
Munson Medical Center 3,740
Traverse City Area Public Schools 1,984
Grand Traverse Resort & Casino 043
Northwestern Michigan College 700
Traverse Bay Intermediate School District 618
Grand Traverse County Govermnment 530
Sara Lee Bakery 500
Grand Traverse Panilions 470
Hagerty 450
Interflochen Center for the Arts 350
Great Wolf Lodge 320
Team Elmers 294
Northwestemn Bank 260
Bill Marsh Automotive Group 200
City of Traverse City 193
Britten Banners, inc 182
Meijer 168
Coldwell Banker Schmidt 158
Cone-Drive Operations, Inc 158
Traverse City Record Eagle 141
Skilled Manufacturing, Inc 133
Grand Traverse Area Catholic Schools 125
Grand Trawerse Industries 125
Park Place Hotel 125
Northwest Michigan Surgery Center 123

GT Area Chamer of Chormmerce websife
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REGIONAL DATA (continued)
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REGIONAL DATA (continued)

According to the 2000 population census, Grand Traverse County experienced a population increase from
1990 to 2000 of 20.8%, for a total county population of 77,654. The population for the county is

projected to continue to increase.

POPULATION STATISTICS
Grand Traverse 1990 2000 2010 2015 2020
CENSUS CENSUS CENSUS ESTIMATE ESTIMATE

Total Population 64,273 77,654 86,986 89,655 93,451

Median Age 33.2 37.6 41.3 42.6 43.4
Total Households 23,965 30,386 35,328 36,975 38,788 |
(RIS T R —a | . b RS | T g T
Male Population 31,303 37.864 42 952 44,376 46,282

Median Age U/A 36.3 39.6 40.8 41.6
Female Population 32,870 39,790 44 034 45,279 47,169

Median Age U/A 38.8 43.1 44.5 45.4
Source: CCIM stdbonline

The population figures presented, are for the permanent population only. During the summer months,
the population increases substantially. This illustrates how important tourism is to the local economy.

The area continues to grow at a brisk pace. An article in the March 9, 2000 Traverse City Record Eagle
noted that the 13 county region (referred to as northwest Lower Michigan) grew 26.5 percent from 1990
to 1999. It was the fastest growing area in Michigan, according to estimates released by the U.S. Census
Bureau. Statewide, population growth climbed only 6.1 percent over the same decade.

1990 2000 2010 2015 2020
POPULATION ESTIMATE ESTIMATE
MICHIGAM 9,295,304 9,938,444 9,883,640 9,870,786 9,944,000
UNITED STATES 248,710,012 281,421,806 308,745,538 318,536,439 330,622,575

2/2015 hilp:/quickfacts. census.govigid/state s/26000.himl

The data reflect estimated household income in 2010 for persons 15 years and older. It includes income
from wages or salary, net self-employment, interest dividends, rentals or royalties, Sodial Security,
Retirement, Disability and welfare. Household income is the total for all persons over age 15 in the

household. Median household income is the income where half of all households in an area have a larger
income and half have a smaller income.

HOUSEHOLD INCOME
Grend Traveiez Couniy
1990 2000 2015 2020
CENSUS CENSUS ESTIMATE ESTIMATE

Median HH Income $29,034 $43,354 $50,060 $56,220
Average HH Income $35,138 $55,621 $67,007 $76,149
Per Capita Income $13,289 $22,111 $27,754 $31,724
Median Home Value $66,651 $123,327 $190,605 $204,652
Awerage Home Value $81,302 $156,006 $221,304 $233,734
stdbonline.esri.com/ 2/2016

Page 93



REGIONAL DATA (continued)

This area of Michigan has become known as the Gold Coast because of its many miles of sandy beaches
on Lake Michigan. Traverse City qualified as an All American City for 1983 - 1984,

Michigan has long been known as an attractive area for vacations. This is especially true of the
northwest portion of the state. This region has become a four season recreational area. Fishing is
available almost all year long in the many lakes, rivers and streams. Skiing and snowmobiling are winter
attractions. Morel mushroom hunting is a famous spring event. Summer is the prime tourist season with
boating, fishing and many other water related activities and tourist festivals. The fall offers color tour
season and hunting season.

Traverse City is generally considered a destination resort area. Tourism continues to grow in the region.
According to information obtained from the Grand Traverse Convention and Visitors Bureau, there are 61
motels in the general area. There are approximately 3,614 rooms available.

RETAIL

Traverse City is the center for retail activity in northwestern Michigan. Traverse City's downtown area is
small, but healthy economically. Many of the stores in this area tend to be specialty shops, catering to
tourists. Cherryland Center is located just south of the Traverse City CBD. The Mall contains about
450,000 square feet of space and is anchored by Sears, Younkers and K-Mart.

The Grand Traverse Mall is located at the intersection of US-31 and South Alrport Road, in Garfield
Township. It contains about 600,000 square feet. J.C. Penney and Target opened stores in the fall of
1991. Marshal Fields (formerly Hudson's) opened in the summer 1992 and was converted to Macy's in
2007. The first interior retail stores opened in the spring 1992. This mall is a regional mall and is larger
than the Cherryland Mall.

Horizon Outlet Mall opened in the fall of 1990, a factory outlet mall has been struggling. It is located
along US-31, north of the Grand Traverse Mall.

In 2004, Kohl's store opened, it is located between the Horizon Outlet Mall and The Great Wolf Lodge.
This shopping complex includes Bed Bath & Beyond and Michael's craft store.

The downtown area has lost a few stores; the most notable is J.C. Penney. This property was purchased
by Horizon Books, a local book retailer, and reopened in May 1993 as a super bookstore. Most other
stores have been re-rented after their tenants left to move to the Grand Traverse Mall or closed from the
new competition. The vacancy rate downtown is minimal. The downtown remains healthy because of its
attraction to tourists and the strong Downtown Development Authority. In 2003, a new parking deck
was opened to help eliminate the parking problem and to attract consumers to the downtown area.
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REGIONAL DATA (continued)
OTHER SERVICES

Farming has been a stable industry in this area since before the turn of the century. A large percentage
of the area's acreage is devoted to orchards. Tart cherries are the primary product. There are also some
dairy farms.

A limited amount of acreage is used for wheat, hay, feed corn and other grains. While many acres are
devoted to farming, there are still many acres of woodlands. The cutting of the pine forests for lumber in
the early 1900s has now allowed the forests to rejuvenate themselves and become climax forests of
prime hardwood. A considerable amount of the forest land is owned by the state and federal
government. The governments are improving the forests and allowing some harvesting. These public
lands attract many tourists each year for hunting and camping.

There is some manufacturing in the region. A large portion of manufacturing plants serviced the
automobile assembly plants in southeastern Michigan. Many plants are closing.

HOSPITAL

The beginnings of Munson Medical Center can be traced to James Decker Munson, MD, who donated a
boarding house for use as a community hospital in 1915, Later to become known as Munson Medical
Center, the hospital was northern Michigan’s first general hospital, and was organized as the hospital
division of the State Psychiatric Hospital. Through the years, Munson Medical Center has grown and
improved services, including the first open-heart surgery on July 3, 1990.

Repeatedly named one of the top 100 hospitals in the country, Munson Medical Center is a regional
referral center, serving patients from 32 counties. With 391-inpatient beds, Munson is the largest
hospital in northern Michigan. Munson has some of the most widely respected medical specialists in the
country, with nearly 400 physicians representing 41 specialties. Located in Traverse City, Munson
Medical Center reaches out by providing local specialty clinics in many communities throughout the

region.
In 2003, Munson opened a Hospitality House for out-of-town families with critical care patients staying at

the hospital. The Hospitality House was formerly part of the Traverse City State Hospital. This area is
currently being developed into many different uses including restaurants and shops.
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REGIONAL DATA (continued)
MARKETING AREA

There had been a lot of residential construction activity in the area until 2006. Most activity was centered
in the four townships surrounding Traverse City. There is a slow transition along some of the busier
roads in the city from older single family residences (built around the turn of the century) to assemblages
for new offices and retail stores.

The marketing area is from Grand Traverse Bay, 100 miles southwest of the Mackinac Bridge to the
upper peninsula of Michigan; 148 miles north of Grand Rapids; 241 miles northwest of Detroit and 310
miles northeast of Chicago; and 170 miles northwest of Lansing, the state's capital.

The major roads in the area are US-31, the major north/south road along the westerly side of the state;
M-22, a scenic road along the Lake Michigan shoreline; M-37, a less significant, but straighter north/south
inland road; M-72, the major east/west road running from Empire on the west to Grayling and I-75
toward the middle of the state and on to the east. All of these roads are paved two wide with gravel
shoulders. There are exceptions within urban areas and the occasional passing lane.

The closest expressway is US-131 east of Kingsley. This is the route to the south; Grand Rapids and
Chicago. There is a long range plan to continue the expressway northward and no plan to bring the road
as far west as Traverse City.

The regional airport, Cherry Capital, Is located in Traverse City. It is serviced by a number of feeder
airlines which are affiliated with major airlines. They generally will coordinate their schedules so the
passenger can continue to their destination after a stop at a hub airport. Nonstop flights are available to
Grand Rapids, Minneapolis, Lansing, Saginaw, Detroit, Chicago and Milwaukee. Recently the airport
underwent a major construction project on a new terminal and more runways.
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REGIONAL DATA (continued)

Lake Michigan provides clear, clean water for recreation and consumption. The proximity of this much
water helps to moderate temperatures in the area.

Grand Traverse County

e _8Q MLES _ KM ]
Total Area 100.00% 601.13 1,557
Land 77.37% 465.07 1205
Water 22.63% 136.06 352
Michigan 58,110 SQ. MILES
United States 3.531,905 SQ. MILES

WKIpedia, org/mRI/Grant_ I raverse_County, _Michigan

Grand Traverse County is governed by a nine member partisan elected Board of Commissioners. There is
an appointed County Coordinator who takes care of daily operations of the county.

Traverse City is governed by a seven member non-partisan commission. The City Commission consists of
six members and the Mayor who are elected at large. The six members of the City Commission have
four-year terms each and the Mayor has a two-year term of office. The Mayor is a voting member of the
City Commission. The City Commission annually meets and chooses one of its members as a Mayor Pro
Tem. The Mayor Pro Tem holds the office for one year. The city is operated by an appointed manager.

The city and three adjacent townships operate sewer and water systems, The city and these townships
also cooperate in a metro fire department and a central dispatch. In addition, each of the municipalities
operates its own fire department. Within the city limits there are three police departments; the City
Police, the County Sheriff and the State Police.

The city and the Traverse City Area Industrial Fund have promoted industrial development by
constructing local industrial parks. One park is located adjacent to the Cherry Capital Airport in Traverse
City and another is located in Garfield Township, about two miles south of the city limits.

Air service

» Grand Traverse County is served by Cherry Capital Airport, which is located near Traverse City.

Highways

) @_‘] Us 31 Grand Traverse County
Ty DISTANCES MILES KM

. US 131 Chicago 300 482

° M-22 Cleweland 410 659

W Detroit 250 4

s M-37 " - 02
Indianapolis 380 611

. M-72 Lansing 180 289

] m M-113 Pittsburgh 525 844

m ref.michigan.org/medc/miinto/placess
* & M-137

. E M-186
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SUBJECT PROPERTY
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~ SUBJECT PROPERTY
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SUBJECT PROFERTY
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VACANT LAND COMPARABLE #101
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VACANT LAND COMPARABLE #102
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VACANT LAND COMPARABLE #103

REALTOR Professionz] Report
Yammnt Lotyland MLS 5 1811379 Arhing Price: 55000
County: Grar TRverie iaee than 1 Aorii
Yowrilsswatiady BeC ¥ W Fhoadad Yinnmr: he
Watar: Vel P <= TN
Sub Lot buanberr:
BchoblButin Trawtse g 2o Al 5. Diysasmnn,. gl
Tawid: 28-11-335-058400 n n =] D e
Cvinmy: PO Eanufertires Alower?
Ext. %o Timbir: e, % Tikuble: Est. % Ouhor:
Spatis) Assesm Poim Raa: Asan Fua 8
Arkive GER3 Ceator Hoad Ly Tisoarse Oty dps quts
Approy Sutther of Agess 33,37 )
Topogragins UoHprey, Tivaden Presast Unss
Misvelbimocie  Countryzo Viow, Desslopmard Propurty AreniDai: rioes
R Poplic Haukaosd, Blacden
Ukiiehest Avail;
LatdLisn Reapes
Zomivg:
Ventar Catizan:  Mocopel Wate
Wedwe Inadallads Fone Tuuka Qptlarar Ml
Wwaste Latalled: Sonaz
Watartramt Tigest S Doeimeits; Lty Lisgal
Firanefngz sy, Lavd Corrarm Wi
Azl COnly Emwarid

Praserny i3t sinenhlie of 3 parcafa: Tl

Putiic kamaris

g defehpnenr g of the tasd of Ob Phacun Parinsul, wam Cotest? 1o, T < i besd o
Travuene Coinly. Poperty ' served by regribosal vt s seps plus netal g, elecine, givte end witle, o dovel

1=32SIBE0; 20-EI60RTE; 21 1-30500 300, st Cemmrisnt dormes vl | S waigteres,

{enhsl deslopererd apgaramity © S
{70 30 srwls beler &

U, Logo sl oo e et g 0F Dl Soad ecvass from fort of Ul Fims o dee? 42008 Tra Lid s, Prozerty Inchudes o pelfow memead nemie o zme sout
wed of ¥og propariy ahu @ Tarage nesy the ot meaidey,

Diractions

Trom Traviese Ty, ravs) parin oo Cartes Siad T i Aarth of the Ferinade Dors Saic 78 Prouperts @ on worl 0ms of s,

L O D e CHu R P e R PPllanme-Greater 6T = 23-947-6129
Liph Sricnt = 800 Bl I R Deugiog Malapir - I35-5689-2115
gy ia] ey e BiEw o

Ll Asperh = Earn]
e T w Timmes Tt

Exchative Rigit te Sl
MiCume B

ShCnmp GR

Otfes Cunip O

U] SECH

L R T - 0 bl eh Kallyr ‘Willanna~Erpates 57 - 33 1 Fetzng
Lot bt Ze A Ph Fully BrleRinn « 2R A-5115
L= Agk J = i sallybsaflvaricksor st

Sl D4 4 = ie Fe Pl
Sel] ATt 1= AZE Mie PR
Sel] i b - ]

Tre soyacy o sl kv, fopardhee of it B 0 plamrsad of o Sk, £ miaesn il be edenenae
Mowibng v e ks A0ALTORSE, 505, Sl g Revarvmnd,

Lol iz

Temmg

P T

A

Clossd

D S T P 1
e 133

WTEE, Ligpant B

Page 103



VACANT LAMD COMPARABLE SALES
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Property Identification

Property Type
Address

Location
Tax ID
Township

Sale Data
Grantor

Grantee

Sale Date

Liber Page
Property Rights
Conditions of Sale
Financing
Verification

Sale Price
Cash Equivalent

Land Data

Size

Zoning
Topography
Utilities

Shape

Corner Location
Type of Road
Environmental
Contamination

COMPARABLE SALE #201

Formerly Norris School
10781 E Chenry Bend Road, Traverse City, Leelanau County,

Michigan

Section 28
004-028-059-00
Elmwood Township

TCAPS

GTRAC LLC
June 30, 2014
1201/21

Fee Simple
Arm's Length
Cash

Cnline Records

$300,000
$300,000

4,65 Acres

Neighborhood Commercial

Level

All Urban
Irregular
Yes
Paved
Unknown
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COMPARABLE SALE #201 (continued)

General Physical D

Gross SF 35,161
Year Built 1960
Remarks

The land next to this facility was occupied by a cleaning plant that caused ground water contamination.
The seller’s believe that this cased the property to sell for less than it could have. Since the sale, the
building has been rented to many small businesses; artists, photographers and resale shops. It is close
to or is completely full.
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COMPARABLE SALE #202

Property Identification

Property Type
Address

Tax ID
Township

Sale Data
Grantor

Grantee

Sale Date

Liber Page
Property Rights
Conditions of Sale
Financing
Verification

Sale Price
Cash Equivalent

Land Data

Size

Zoning
Topography
Utilities

Shape

Corner Location
Type of Road
Environmental
Contamination

Formerly Orchard View School

2900 E Apple Avenue, Muskegon, Muskegon County, Michigan
61-10-023-400-0006-00

Muskegon Tewnship

Waypoint Academy

Orchard View School District
August 15, 2014

4029/467

Fee Simple

Arm's Length

Cash

Jack Timmer, Orchard View Schools

$575,000
$565,000 (Seller paid $10,000 in closing costs)

8.19 Acres

R-1, Single Family Residential District
Level

Electric, Natural Gas, Private Well & Septic
Irregular

No

Paved

Unknown
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COMPARABLE SALE #202 (continued)

ner si ta
Gross SF 27,551
Year Built 2001; Additions 2003 & 2006
Type of Construction Class C, Masonry Frame
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COMPARABLE SALE #203

Property Identification

Property Type
Address

Tax ID
Township

Sale Data
Grantor
Grantee
Sale Date

Property Rights
Conditions of Sale
Financing
Verification

Sale Price
Cash Equivalent

Land Data

Size

Zoning
Topography
Utilities

Shape

Corner Location
Type of Road
Environmental
Contamination

Formerly Kennedy School

610 E. Parkdale Avenue, Manistee, Manistee County, Michigan
51-07-820-021-00

Manistee Township

Manistee Township School
Clous
June 17, 2015

Fee Simple

Arm's Length

Cash

MichRIC MLS#12007046 & Manistee County Cnline Records &
Listing Agent, Mike Cnudde

$200,000
$200,000

17.75 Acres
C-1 and R-1
Level

All Urban
Irregular
No

Paved
Unknown
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COMPARABLE SALE #203 (continued)

neral Physical Da

Gross SF 28,292
Year Built 1962
Remarks

The listing agent indicated that the building had not been used for at least 6 years and had been left
unheated and the roof leaked. The agent told me that the buyer has not done anything to the property,
but originally had plans to convert it into an adult care facility.
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CAPITALIZATION RATE COMPARABLE #401

Property Identification

Record ID

Property Type
Address

Location
Tax ID
Market Type

Vacant $15,120
Family Chiro $13,200
Pizza 47,032
Karate $16,718
PG $55,068
V&CL 15%  $8,260
EG! $46,808
Tax $12,000
Ins $1,400
Cam $8,500
ingt, tegal etc $3,000
Op Exp $24,800
NOi $21,608
Sale Price $303,000
Ro T.23%
650

Mixed Use

539 East Eighth Street, Traverse City, Grand Traverse County,
Michigan

NW Corner of East 8th & Franklin Street
28-51-798-092-00
Suburban
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CAPITALIZATION RATE COMPARABLE #401 (continued)

Sale Data
Grantor

Grantee

Sale Date

Deed Book/Page
Property Rights
Marketing Time
Conditions of Sale
Financing
Verification

Sale Price
Cash Equivalent

Land Data
Land Size
Zoning
Topography
Utilities
Shape
Corner
Road

Environmental
Contamination

Building Type
Gross SF

Construction Type
Roof Type
Foundation
Stories

Year Built
Condition

Traverse City State Bank
Johnd Properties LLC
April 25, 2011
2011R-07752

Fee Simple

203 DOM

Bank Owned

Cash

TAAR MLS# 1720963

$303,000
$303,000

0.630 Acres or 27,443 SF
Office, Retail, Commercial
Level

All Urban

Rectangular

Yes

Paved

Unknown

Single Tenant
6,080

Concrete Block
Mermbrane
Slab

1

1973

Average
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CAPITALIZATION RATE COMPARABLE #401 (continued)

Remarks

The building is divided into four units with two offices, a pizza shop and an open gym area.

At the time of sale there was one tenant, the pizza shop that had a long term lease; all the other
leases were short term.

f =k
Ly , '1 11;
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CAPITALIZATION RATE #402

Property Identification

Record ID 815

Property Type Retail

Address 832 US-31 South, Traverse City, Grand Traverse County,
Michigan

Location Section 5

Tax ID 28-02-005-055-20

MSA Blair Township

Sale Data

Grantor TM Properties, LLC

Grantee Chums Corners CH, LLC

Sale Date July 31, 2013

Deed Book/Page 2013R-15248

Property Rights Leased Fee

Marketing Time 460 DOM

Conditions of Sale Arm's Length

Financing Cash

Verification NGLR MLS# 1723294

Sale Price $700,000

Cash Equivalent $700,000

Land Data

Land Size 2.420 Acres or 105,415 SF

Zoning CM, Commercial Manufacturing

Topography Gently Sloping to Level

Utilities All Urban

Shape Irregular

Corner Location No

Type of Road Paved

Environmental Unknown

Contamination
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CAPITALIZATION RATE #402 (continued)
General Physijcal Data

Building Type Single Tenant

Gross SF 15,000

Area Breakdown Showroom 8,400
Offices 1,600
Service Area 5,000

Construction Type Concrete & Steel

Roof Type Composite

Foundation Slab

Stories 1

Year Built 1990 2010 Rencvated

Remarks

This property has a long term lease at the time of sale. The tenant is Dolgencorp, LLC,
conducting business as a Dollar General store. The lease is for 10 years beginning in 2010.
There are two 5-year options to renew. The annual rent payment in years 1 through 5 is
$70,000 and in years 6 through 10 is $77,000. The lease terms are net to the landlord.
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CAPITALIZATION RATE COMPARABLE #403

Prope I
Record ID

Property Type
Address

Tax ID
Comment

Sale Data

Grantor

Grantee

Sale Date
Property Rights
Marketing Time
Conditions of Sale
Financing
Liber/page
Verification

Sale Price
Cash Equivalent

Land Data

Land Size
Topography
Utilities
Dimensions
Shape

Corner Location
Type of Road
Environmental
Contamination

113

Retail & Office, Commercial

1105 E Eighth Street, Traverse City, Grand Traverse County,
Michigan 49686

28-51-482-108-00

Office and Retail

First Finandial Collateral Inc,

REK Real Estate Holding LLC

June 3, 2013

Lease Fee

DOM 454

Arm's Length

Conventional

2013R-10802

NGLR MLS# 1733759 & Online Services

$485,000
$485,000

0.327 Acres or 14,240 SF

Level

Municipal Water & Sewer, Natural Gas
178' x 80"

Rectangular

Corner Lot: Yes

Paved Road Frontage

Unknown
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CAPITALIZATION RATE COMPARABLE #403 (continued)

General Physijcal Data
Building Type
Gross SF

Construction Type
Roof Type
Foundation

HVAC

Stories

Floor Height

Year Built
Condition

Indi I's

Fioor Area Ratio
Land to Building Ratio

Remarks

Multi Tenant
8,455

Wood & Masonry Frame

Membrane

Slab

Forced Air

1

12

1946 Remodeled From Time to Time
Average

0.61
1.65:1

This is a four tenant strip office and retail center located on one of the busiest intersections in the
area. It is a masonry building with two office tenants and two retail tenants.

This building has been remodeled from time to time and a new membrane roof cover was
installed in 2002, Also, part of a lot across the alley is included with this property.
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CAPITALIZATION RATE COMPARABLE #403 (continued)
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Property Identification

Record ID

Property Type
Address

Tax ID
MSA
Market Type

Sale Data
Grantor

Grantee

Sale Date

Deed Book/Page
Property Rights
Marketing Time

Conditions of Sale

Financing
Sale History
Comment
Verification

Sale Price
Cash Equivalent

Land Data

Land Size

Front Footage
Zoning
Topography
Utilities
Dimensions
Rail Service
Corner Location
Type of Road

CAPITALIZATION RATE COMPARABLE #404

93

Office Building, Commercial

1759 Barlow Street, Traverse City, Grand Traverse County,
Michigan 49686

28-05-014-055-00

Garfield Township

Urban

Northwestern Bank

Blair Plaza LLC
April 27, 2011
Liber/Page 2011R-07726
Fee Simple

DOM 63

Arm's Length
Conventional Mortgage

Listed for $489,800; Originally Listed in 03/2008 for $675,000

Was relisted several times over the years.
MLS#1723854; Online Records

$439,000
$439,000

1.100 Acres or 47,916 SF

132 ft Barlow

C-1

Level

Municipal Water, Sewer, Natural Gas, Electricity
132" x 400'

No

Corner Lot; No

Paved Road
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CAPITALIZATION RATE COMPARABLE #404 (continued)
General Physical Data

Building Type Single Tenant

Gross SF 4,918

Construction Type Wood Frame with Vinyl Lap
Roof Type Asphalt Shingie
Foundation Concrete Slab

HVAC Forced Air; Central Air
Year Built 1990 Updated, Expanded in 2006
Condition Average

Indicators

Floor Area Ratio 0.10

Land to Building Ratio 9.74:1

Remarks

Leased to the State of Michigan through 2016, with a five year option to extend. It has over 70
parking spaces. The property is conveniently located near South Airport Road and La Franier in
the middle of a busy commercial corridor.
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CAPITALIZATION RATE COMPARABLE #404 (continued)
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QUALIFICATIONS OF THE APPRAISER
MICHAEL TARNOW, MAI, SRA

Co-Owner and Founder of Northern Michigan Real Estate Consultants, Inc.
(formerly Michael Tarnow & Associates, P.C.)

State Certified General Real Estate Appraiser (State of Michigan) #1201000638

PROFESSIONAL DESIGNATIONS

RM now SRA (Residential Member) Appraisal Institute since November 13, 1978 -#1223
MAI (Member, Appraisal Institute) Appraisal Institute since September 22, 1989 - #8261
State Certified General Real Estate Appraiser (State of Michigan) #1201000638

NAR Green Designation, as of August 13, 2010

Michael Tamow has also successfully completed the Appraisal Institute’s Professional Development
Programs for the Valuation of Conservation Easements (2007) and Litigation (2010). He is included in
the Appraisal Institute’s Program’s Registry located on the Appraisal Institute’s website
(www.appraisalinstitute.org). Completion of a program shows that participants have completed
education and passed related course exams in the particular specialized topic.

REAL ESTATE AND APPRAISAL EDUCATION

UNIVERSITY OF MICHIGAN EXTENSION

Real Estate Business III

Real Estate and the Govemment

Real Estate Law

Principles of Appraisal I (residential), Spring 1975
Principles of Appraisal II (commercial), Spring 1976

APPRAISAL INSTITUTE CLASSES

Single-Family Residential Appraisal, Course VIII, 1976

Basic Appraisal Principles, Methods & Techniques, Class I-A, 1977 - (Successful Challenge)
Capitalization Theory & Techniques, Class I-B, 1979 — (Successful Challenge)

Litigation Valuation, February 1980

Case Studies in Real Estate Valuation, February 1984

Valuation Analysis and Report Writing, March 1984 (Successful Challenge)

Computer Assisted Investment Analysis, March 1991

Standards of Professional Practice, June 1993

Highest and Best Use & Market Analysis, October 1996

Appraising Conservation Easements, October 2007

Condemnation Appraising: Principles & Applications, Sponsored by Appraisal institute, June 2010
Grand Rapids, MI

The Appraiser as an Expert Witness: Preparation & Testimony,

November 2010 Flint, Michigan

Fundamentals of Separating Real Property, Personal Property, and Intangible Business Assets,
April 2012 Hint, Michigan

Review Theory — General, June 2015 Chicago, IL

I
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SEMINARS

e ®» & & @& & & @ O @

Seminars prior to 2000 are not shown.

Valuation of Partial Interests (divided & undivided), June 2000

Symposium, Environmental & Property Damages: Standards, Due Diligence, Valuation &
Strategy, April 2002, Toronto, Canada

Eminent domain conference, Sponsored by CLE, September 2002, Novi, ML

Law of Easements, Sponsored by Lorman Education Services, June 2003, Traverse City, MI
Uniform Appraisal Standards for Federal Land Acquisitions, Sponsored by Appraisai Institute,
October 2003

National Uniform Standards of Professional Appraisal Practice, Sponsored by ASA, December
2003

Reducing Real and Personal Property Tax, Sponsored by Lorman Education Services, July 2004,
Traverse City, ML

Real Estate Finance, Value 8 Investment Performance, Sponsored by Appraisal Institute, May
2005, Flint, MI

Analyzing Distressed Real Estate, Sponsored by Appraisal Institute, May 2005, Flint, MI
Subdivision Valuation, Sponsored by Appraisal Institute, December 2005, Livonia, MI

Eminent Domain National Conference, Sponsored by Eminent Domain Institute, May 2005, Las
Vegas, NV

Michigan Laws and Rules, Sponsored by Appraisal Institute, June 2007, Dearborn, MI

7 Hour National USPAP Course, Sponsored by Appraisal Institute, June 2007, Dearborn, MI
Litigation Appraising: Specialized Topics and Applications, Sponsored by Appraisal Institute, May
2009, Grand Rapids, MI

Michigan Economy 2009, Sponsored by Appraisal Institute, May 2009, Grand Rapids, MI
Business Practices and Ethics, Sponsored by Appraisal Institute, June 2010, Flint, MI

Michigan Laws and Rules, Sponsored by Appraisal Institute, May 2012, Grand Rapids, MI

7 Hour National USPAP Course, Sponsored by Appraisal Institute, May 2012, Grand Rapids, MI
Marketability Studies: The Six-Step Process and Basic Applications, April 2013. Flint, MI

7 Hour National USPAP Course, Sponsored by Appraisal Institute, June 2014, Flint, MI
Business Practices and Ethics, Sponsored by Appraisal Institute, June 2014, Flint, MI

2 Hours Michigan’s License Law, Sponsored by Appraisal Institute, June 2014, Fint, MI

7 Hour National USPAP Course, Sponsored by Appraisal Institute, May 2016, Grand Rapids, MI
Capitalization Rates: Real World Applications — Michigan, May 2016, Grand Rapids, MI

WEBINARS

Wind Turbine Effects on Value, Sponsored by the Appraisal Institute, March 2015
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PROFESSIONAL EXPERIENCE

Entered Real Estate profession in 1968 as a salesperson

Received Brokers License in 1970

Worked in sales in Detroit until 1971

Moved to Traverse City in 1971

Worked for new home builder in sales until 1973

Worked as a broker in general real estate sales office until 1975 — (started doing appraisal work
at this time)

Started working as an independent Fee Appraiser in 1975

PROFESSIONAL AFFILIATIONS

@ 9 & o @

Traverse Area Association of Realtors
Michigan Association of Realtors
National Association of Realtors
Traverse City Multiple Listing Service
Appraisal Institute

PARTIAL CLIENT LIST

Michigan Department of Natural Resources (M-DNR)
Michigan Department of Transportation (M-DOT)

Federal Deposit Insurance Corporation (FDIC)
Northwestern Bank

PNC Bank — Michigan

Fifth Third Bank

Bank One

Huntington National Bank

Comerica Bank

City of Traverse City

Traverse City Light & Power

United States Department of Agriculture — Forestry Division
United States Department of the Interior — National Park Service
United States Coast Guard

Garfield Township, Grand Traverse County

Chase Bank

Meirose Township, Charlevoix County

Leelanau County

Grand Traverse County

MAJOR APPRAISAL ASSIGNMENTS (partial list)

Alpena Gaylord Manistee

Boyne City Grand Rapids Petoskey
Cadillac Grayling Rogers City
Charlevoix Kalamazoo Sault Ste. Marie
Cheboygan Livonia Traverse City
Elk Rapids Ludington

Additional information on major appraisal assignments is available upon request.
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QUALIFIED AS EXPERT WITNESS

Grand Traverse County Circuit Court
Grand Traverse County District Court
Michigan Tax Tribunal

Leelanau County District Court
United States Bankruptcy Court
Other Courts

MATI DESIGNATION

The MAI membership designation is held by appraisers who are experienced in the valuation and
evaluation of commercial, industrial, residential and other types of properties, and who advise clients on
real estate investment decisions.

The current requirements for the MAI designation are:

Pass rigorous education requirements

Pass a final comprehensive examination

Submit specialized experience which must meet strict criteria

Receive credit for a demonstration appraisal report

Conduct his or her professional activities in accordance with the Appraisal Institute’s Code of
Professional Ethics and are subject to a peer review process, which enforces the Code of
Professional Ethics

» Appraisal Institute MAI members are required to adhere to strict continuing education
requirements to ensure they are up-to-date with the evolving real estate field.
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SRA Designation

The SRA professional membership designation is held by real estate solutions providers who are
experienced in the analysis and valuation of residential real property.

The current requirements for the SRA designation are:

Pass rigorous education requirements

Submit residential experience which must meet strict criteria

Receive credit for a demonstration appraisal report

Conduct his or her professional activities in accordance with the Appraisal Institute’s Code of
Professional Ethics and are subject to a peer review process, which enforces the Code of
Professional Ethics

« Appraisal Institute SRA members are required to adhere to strict continuing education
requirements to ensure they are up-to-date with the evolving real estate field.
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The Appraisal Institute conducts a program of continuing education for its designated members. MAIs
and SRAs who meet the minimum standards of this program are awarded periodic educational
certification.

I am currently certified under this program.
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The Appraisal Institute is the oldest organization of professional appraisers in the United States. The
Appraisal institute is the result of the 1990 merger of the American Institute of Real Estate Appraisers
and the society of Real Estate Appraisers. It is the largest organization of Real Estate Appraisers.

Founded in 1932, the Appraisal Institute has, during its 77-year history, attained a national reputation for
professional service to the public. Courts, government agencies, lending institutions, developers and real
estate brokers have relied upon — and in many cases sought out — reports prepared by appraisers who
hold the MAI and RM designation. With the merger, the designations include the SRA, which is
equivalent to the RM.

The Appraisal Institute has an intensive program designed to test knowledge, experience and judgment
in the field of real estate appraising, and membership in the Institute is awarded only to those who have
demonstrated their ability to meet these stringent requirements. These standards demand that a
member have years of practical appraisal experience, pass extensive written tests, and submit numerous
appraisal reports demonstrating the ability to render competent service to clients. Moral character,
ethical conduct and professional services are always subject to review b the Appraisal Institute.

Over the years The Appraisal Institute has been a pioneer in the field of continuing appraisal education.
It's first case study course was presented in 1935. Today, the Institute offers a series of thirteen
different intensive one and two week courses ranging from basic appraisal principles and techniques to
more technical subjects. 1t is also a major publisher of appraisal textbooks, monographs and periodicals.

All members must subscribe to the Institute’s rigid Code of Ethics and Standards of Professional Conduct.
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