VI.

VII.

VIII.

CBJ DOCKS & HARBORS BOARD
FINANCE MEETING REVISED AGENDA
For Tuesday, August 23, 2011

Call to Order (5:00 p.m. to 7:00 p.m.) in the Room 224, City Hall.

Roll Call (John Bush, Tom Donek, Kevin Jardell, Michael Williams, Wayne Wilson, and
Eric Kueffner).

Approval of Agenda.
MOTION: TO APPROVE THE AGENDA AS PRESENTED OR AMENDED.

Public Participation on Non-Agenda Items (not to exceed five minutes per person,
or twenty minutes total).

Approval of June 28, 2011 Finance Committee Meeting Minutes.
Items for Action.
1. Tideland Lease Memo on ATS 123, Lot 2.
Committee Questions
Public Comments
Committee Discussion/Action
MOTION: TO BE DEVELOPED AT THE MEETING
Items for Information/Discussion.

1. Archipeligo Property Update
Presentation by Heather Marlow.

2. Update on Funding Sources.

Staff & Member Reports.

Committee Administrative Matters.

1. Next Finance Committee Meeting - September 27, 2011.

Adjournment.
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VI.

CBJ DOCKS & HARBORS
FINANCE COMMITTEE MEETING MINUTES
For Tuesday, June 28, 2011

Call to Order.

Eric Kueffner called the Finance Committee Meeting to order at 5:04 p.m. in room 224
of the Assembly Building.

Roll Call.

The following members were present: Greg Busch, Tom Donek, Kevin Jardell,
Wayne Wilson, Jim Preston and Eric Kueffner.

The following members were absent: Don Etheridge and Cheryl Jebe.

Also in attendance were the following: Phil Benner-Harbormaster and Ruth Danner-Assembly
Liaison.

Approval of Agenda.

MOTION by Mr. Busch: TO ASK UNANIMOUS CONSENT TO APPROVE THE
AGENDA AS PRESENTED.

The motion passed without objection.
Public Participation on Non-Agenda Items.
There was none.

Approval of previous meeting minutes.

Hearing no objection, the minutes of the May 24, 2011 Finance Committee Meeting
were approved as presented.

Items for Action.

1. Statter Harbor Preferential Moorage Plan.

Mr. Benner gave a recap of a memo dated 5/26/2011 from John Stone. The memo sets out a plan
for a lottery to assign moorage to current Deharts slip holders including a grace period for seasonal
slip holders. The funding has not yet been approved so this project looks like it may be two years
out.

Mr. Donek asked about hot berthing which is not mentioned in the memo.

Mr. Benner said we will be using the new moorage for hot berthing.
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VI. Items for Action. (Continued)

Mr. Preston asked if the Board needed a regulatory change to change the existing policies for
Deharts to the current harbor regulations.

Mr. Benner said he would check with John Hartle, City Attorney.

Mr. Donek said we may need to remove the Deharts portion from the regulations.

Mr. Benner said the two slips on the main float will be kept out of the lottery initially.
The previous objection to using the old loading zone portion for assigning small slips was more
about confusion that it is a loading zone.

Mr. Wilson said there was a suggestion to use the current skiff area in Statter for the undersized
vessels.

Mr. Preston said the loading area will be reduced by half when the new floats are put in.
There should be a way to create some usable loading zone with extra floats available.

Mr. Donek asked about the fuel float. Could some of the old Deharts floats be used for
commercial loading.

Mr. Benner said we are already in negotiations with Petro Marine for a new fuel float and that will
probably be ready before the new floats.

Mr. Benner suggested closing Deharts this winter and opening it back up next summer and next
fall sending out letters about the lottery with two months to respond so the patrons will have their
new spaces before the new floats are finished.

Mr. Busch asked if we needed a new policy to change the seasonal slip holders to annual.

Public Testimony

Chris White-Deharts Patron

Mr. White was concerned about the handicap loading zone. How will we address the fee payment
if the facility will be closed for the winter.

Mr. Donek said he assumed the new floats will be similar to what we have in Harris Harbor with
breaks in the railing.

Mr. Benner said we will have some kind of handicap access.
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VI.

Items for Action. (Continued)

Mr. Kueffner said we certainly have room in Statter for Patrons keeping vessels in the water year
round when we close Deharts.

Mr. Benner said unfortunately there are no meters in Statter Harbor and power can only be
provided on a monthly basis.

Mr. Donek asked if this item needed action tonight.

Mr. Kueffner said he did not feel it needed action.

Mr. Benner said originally we thought we would be starting the new floats this fall, now it is two
years out so we have more time.

Mr. Wilson said he understood there would be 7 extra slips after all the Deharts patrons are
assigned. Can a commercial vessel that has a slip there load right at their slip?

Mr. Jardell asked how we would get this information out to the patrons.

Mr. Preston said we could send out the memo in a mailing and we could remove the unassigned
stalls portions.

Mr. Donek said he would like the memo to include the fact that the regular harbor regulations will
apply after the new slips have been assigned and also something addressing hot berthing. We
should also include the fact that there will no longer be locked gates.

Mr. Kueffner suggested not publishing the current version of the memo and incorporating
the suggested items into a new version of the memo.

2. Small Harbor Transient Moorage Reservation.

Mr. Benner said he would like to expand on the ability to take reservations for vessels in the
regular harbors. Right now we can only take reservations at the IVF float and the Statter
Breakwater. We charge more for the reserved moorage and the availability of reserved moorage
could help entice boaters to come to Juneau.

Mr. Busch asked if we would be dedicating more moorage area in Statter Harbor for reserved
moorage.

Mr. Benner said he was considering this specifically for the Down Town Harbors where the
cruisers want to be.

Ms. Danner asked what would happen if we overbooked.
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VI.

VIL.

Items for Action. (Continued)

Mr. Benner said we rarely have to turn people away aside from exceptionally large vessels. He
said this would be an expansion of our rate change. We would need to adopt a regulation and a
rate. We could have this ready for the 2012 Season.

Mr. Kueffner asked Mr. Benner to prepare a regulation.

MOTION by Mr. Preston: TO APPROVE THE PROPOSED SMALL BOAT HARBOR
TRANSIENT MOORAG RESERVATION PLAN AND FORWARD IT TO THE BOARD
WITH A RECOMMENDATION FOR APPROVAL.

The Motion passed with no objection.

Items for Information/Discussion.

1. FEMA flood Insurance Rate Maps.

Mr. Benner said maps are available on the CDD website. They show the new zones that FEMA
has designated flood zones. Docks and Harbors have significant property that could be affected by
increased insurance rates. Even though we are self insured, we would be looking at upwards of
$50,000 increase per year for our facilities insurance. Home owners could be looking at increased
insurance rates as well. There appear to be some discrepancies on the maps. The CBJ has adopted
these new maps.

Ms. Danner said the Assembly did not adopt these maps.

Mr. Benner said he recommended having PND take a look at the maps.

Mr. Busch said he is concerned that we are now commenting after the fact. It sounds like the
period for input has come and gone.

Mr. Benner suggested having a hydrologist take a look at the maps and indicate some
discrepancies. He thought we could have him do this for less then $5,000.

Mr. Donek said FEMA does not want anecdotal information they want surveys and proof.

Mr. Preston moved that the board authorize PND to come up with a dispute.

Mr. Donek did second the motion. There were no objections.

Ms. Danner said she was shocked if this Item had been before the CBJ Assembly because she had

not seen it and she attends every meeting. She said she would do a survey of the CDD records to
see what has transpired.
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VIIl. Staff & Member Reports.

Mr. Benner said he has been asked to speak at AML for the Alaska Harbormasters and Port
Administrators. The State has asked him to attend a conference in Sitka from September 13
through September 15 at the States expense.

Mr. Kueffner said he will not be able to attend the Regular Board Meeting on June 30, 2011.

Mr. Preston said it had been a pleasure serving on the Finance Committee and this would
be his last Finance Meeting.

IX.  Committee Administrative Matters.
1. Next Finance Committee Meeting — July 26, 2011 in CBJ room: 224.
X. Adjournment.

MOTION by Mr. Busch: TO ADJOURN THE FINANCE COMMITTEE MEETING AND
ASK UNANIMOUS CONSENT.

The meeting adjourned at 6:02 p.m.



City & Borough of Juneau * Docks & Harbors
155 S. Seward Street » Juneau, AK 99801
(907) 586-0292 Phone « (907) 586-0295 Fax

Port of Juneau

To: Finance Committee

CC: Doug Trucano

From: Carl Uchytil, Port Director

Date: August 19, 2011

Re: Tideland Parcel ADL1799, ATS 123, Lot 2

Mr. Trucano would like to lease tideland parcel ATS 123, Lot 2. This would
generate more revenues for the harbors fund and to create more economic activity
in the community.

If approved, he has agreed to the $.05 x 45,433 square foot that Horan &
Company suggested in their 2004 appraisal (appraisal attached). The parcel is
immediately north of the Douglas Bridge on the Douglas side of the Channel
(map attached).

Any lease would require Committee, Board, and Assembly approval, along with
numerous state, federal, and other local approvals.

Call me at 586-0294 if you have questions.

Attachments
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Horan & Company, LLC
403 Lincoln Street, Suite 210 Sitka, Alaska 99835
Telephone (907) 747-6666 FAX (907) 747-7417 Hmoaimercial@horanappraisals.com

CHARLESE. HORAN, MAI / WILLIAM G. FERGUSON, TIMOTHY W. RILEY, JOSHUA C. HORAN,
JAMESA. CORAK AND JACQUE WALTON

REAL ESTATE APPRAISERS/ CONSULTANTS

February 1, 2011

Heather Marlow

Lands and Resources Manager

City and Borough of Juneau

115 South Seward Street

Juneau, Alaska 99801 VIA EMAIL: Heather_Marlow@ci.juneau.ak.us

Ref:  Appraisal Consultation and Review to Assist in Acquisition Negotiations of a 17,585 SF
Portion of the Archipelago Property Located at 356 South Franklin Street, Juneau, Alaska;
Our File No. 11-006

Dear Heather,

In your negotiations to acquire 17,585 SF of commercial waterfront property at 356 South Franklin
Street, you have patrticipated in an appraisal from Kim Wold of Alaska Appraisal Associates, which
has been analyzed internally by the CBJ Assessor to determine an appraised value. Reflecting the
current area proposed for exchange, the Wold appraisal, which had an effective date of August 3,
2010, and the Assessor’s review study dated October 17, 2010, indicates the following per your
correspondence:

Appraisal Part Acquired as Part of the Whole $2,048,070
CBJ Assessor Factors Indicate $1,799,275

These numbers basically reflect the value of the larger parcel prorated over the area to be acquired.
In your discussion with the sellers and others, there is an acknowledgment that the appraised values
did not reflect the benefits of the resulting parcels from this acquisition and the proposed project.
The project would widen the sidewalk on Franklin Street, develop a 50" wide pedestrian and service
vehicle promenade from that street to the rebuilt dock plus develop an additional plaza areas
encompassing the USS Juneau Memorial. This development would leave a south parcel of about
21,000 SF and a north parcel of about 35,000 SF with excellent frontage and traffic visibility.

You have asked us then to review the Wold appraisal and Assessor’s analysis to point out strength
and weaknesses. Furthermore, we consider how the before and after valuation analysis could shed
light on the benefit to the property owner to assist in your negotiations.



Heather Marlow
February 1, 2011
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The attached report summarizes my consultation, which includes a brief review of the Assessor’s
information and the Wold report, and further describes the scope of my consultation and review, as
well as a brief discussion of the analysis made to arrive at these observations. The summary of
salient points, which may be helpful to illuminate the negotiations are as follows:

. It is apparently acknowledged that the Wold report may be the upper limit of value (price)
to be paid for the acquisition, which indicates about $2,048,000 as part of the larger parcel.

. Possible discount for allocating separate uplands and tidelands attributes, - 13%.

. Possible discount value of existing access easement valuation, - 6% to 12%.

. Possible discount acknowledging special benefits to the remainder, - 62% or more.

The special benefits to the remainder are based on the hypothetical condition that the project is built
as it is currently understood that it is done in a timely manor, say a year or so.

The Assessor’s material developed a breakdown for the basis of the subject property similar to what
| suggest in my analysis. The Assessor shows there is a greater amount of property with filled 51%
versus Wold’'s 42%. | would need more information on the assessed valuation computations to
discern the impact of the remainder and how the values would change due to size and location. The
Assessor could provide more information.

Your attention is invited to the attached, which more specifically spells out the scope of this
consultation, review, and analysis of the most pertinent data that lead to my suggestions. It is
assumed the readers and reviewers of this information have possession of the Wold report, which
has an effective date of August 3, 2010, and the CBJ Assessor’s Downtown MC Study dated October
7, 2010. Hopefully this material gives you guidance to pursue negotiations to conclusion. If
additional study is desired, please do not hesitate to call.

Thank you for this opportunity to be of service.

Respectfully Submitted,

HORAN & COMPANY, LLC

Charles E. Horan, MAI
AA41

CEH/jrw
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HORAN & COMPANY,LLC 1

1 INTRODUCTION

The City and Borough of Juneau (CBJ) is currently negotiating to acquire a Right-of-way through
portions of Lots 7A and 9A, Block 83, Tidelands Addition to the City of Juneau. The proposed
purchase would be 17,585 SF of the 73,654 SF property that would be developed as an expanded
sidewalk area long South Franklin Street, a 50" wide pedestrian and service vehicle promenade from
that street to the dock seaward, and additional lands along the dock area for the USS Juneau
Memorial. These lands include existing 5,625 SF of lands for which the CBJ already has an
easement. See report cover, Fig 1 and adjacent Fig 2 - Acquisition Site Map. The components of
the new acquisition area are summarized as follows:

TABLE A - SUMMARY ACQUIRED AREAS
Sidewalk 1,415 SF Uplands
City Promenade 5,625 SF Tidelands and Uplands
Memorial Site 4,920 SF  Tidelands
Subtotal Fee Lands 11,960 SF
Existing Easement 5,625 SF Uplands and Tidelands
Acquisition as Part of the Whole 17,585 SF

The CBJ participated in procuring an appraisal of the acquisition prepared by Kim Wold dated
August 3, 2010, which concluded values of $150/SF for the fee simple owned land and $45/SF for
easement encumbered land. The CBJ Assessor also did an internal analysis of the proposed purchase
area, which broke the land down as filled uplands ($300/SF) inter-tidal lands ($70/SF) and
submerged lands ($35/SF). Using these unit values, the Wold appraisal suggests $2,047,125 for the
right-of-way acquisition and the CBJ Assessor’s analysis indicates $1,799,275.

Apparently, there is some question as to the completeness of the methodology and a common
acknowledgment among the people involved in the negotiations, including the seller, that the
appraised values may not reflect the benefits to the parcels that will result from the right-of-way
acquisition and development.

11  APPRAISAL PROBLEM

The client, CBJ, has asked me to review the appraisal by Wold and the analysis by the Assessor to
consider their strengths and weaknesses, and outline points that may be appropriate in negotiations
toward a price that also reflects the benefits of the project to the remaining property owner. This is
the purpose of my analysis and concluding comments. The intended user of this analysis is the CBJ
and its negotiating team. It may be possible that this material is also shared with the property owner,
Archipelago Properties, represented by E. Bud Simpson and Carlton Smith, as secondary intended
users. This study is limited to this specific purpose for these intended users and this intended use
only.

11-006 / Summary Review of Wold Appraisal
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1.2  Scopre oF WORK

The scope of work is limited to reading the Wold appraisal and reviewing the material provided by
the assessor, further identified in this report. | have considered my experience and background in
appraising in this waterfront-tourist market throughout the region. | then developed comments on
the value opinions that would suggest different approaches, strengths, and weaknesses, which could
be considered to discount the Wold value which is, apparently, acknowledged as being high.
Further, | have considered a range of discounts that might be applied to the value of the property
acquired, in acknowledgment of the benefit the project has on the remainder property. | have not
estimated an opinion of value for the property, nor have | completed a sale search to verify the sales
used, although | am very familiar with most of them.

1.3  PROPERTY DESCRIPTION

My comments and analysis accept the description of the property in terms of its title and character
of the land, etc., as presented in the Wold report. Market value and other terms are also defined in
that report. | have independently reviewed the 25' wide pedestrian easement that exists through the
property. The extraordinary assumptions, hypothetical conditions and other limitations recited in
the Wold report govern my comments here except as otherwise discussed further, especially with
regard to the uplands, soils, and utilities as compared to the tidelands. Moreover, itis presumed the
users of this report have thoroughly read and understand the Wold report and the assessor’s material,
which will not be reiterated here.

2 CBJ ASSESSOR REPORT

The CBJ Assessor’s analysis summarized in the October 2010 report takes into account the
breakdown method that | perceive in the market where buyers and sellers tend to pay more for land,
which has a higher utility and there is a persistent market trend that uplands have a higher unit value
than uplands. The resulting value $1,799,275, as compared to Wold's $2,04indi2ates a
discount similar to the relocation of the acquisition using the uplands-tidelands breakdown method.

The Assessor’s description suggests that there is a greater amount of property with filled lands of
51% versus Wold’s 42%. | would need more information on the assessed valuation computations
to discern the impact of the remainder and how the values would change due to size and location.
The Assessor could provide additional breakdown as needed.

! The CBJ Lands and Resources Department calculated these numbers based on the revised acquisition area.

11-006 / Summary Review of Wold Appraisal
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3 COMMENTSON WOLD APPRAISAL REPORT

The work under review was completed by Kim Wold, Appraiser with Alaska Appraisal Associates
of the subject property with an appraisal report date of September 3, 2010 and an effective date of
August 3, 2010.

The report appears to be compliant to the Uniform Standards of Professional Appraisal Practice
(USPAP). The description of its methodology relative to valuing a partial take appear to be correct

in that the value of the larger parcel was estimated before the acquisition. The remainder as part of
the larger parcel was outlined correctly. Wold developed an overall unit value of $150/SF of fee-
owned lands and $45/SF for the land encumbered by the existing pedestrian easement, which bisects
this parcel. He, therefore, concludes the value of the parcel before acquisition at $10?4%%,220

the time the Wold report was written, it was anticipated the acquisition would include only 3,000 SF

of the easement lands and 7,884 SF of the fee simple lands. Since that time, the acquisition area has
been adjusted to 17,585 SF and includes the entire existing pedestrian easement area. The value of
the acquisition area as part of the whole property and the remainder values can be summarized in the
following table.

TABLE B - VALUE OF ACQUISITION OF REMAINDER AS PART OF THE WHOLE PER WOLD
Value Before TakingSee footnote 1 below) 73,653 SF $10,457,220
Easement Area Acquisition 5625SF@ $ 45/SF $ 253,125
Acquisition of Fee Tidelands and Uplands 11,960 SF @ $150/SF  $ 1,794,400
Acquisition as Part of the Whole 17,585 SF $ 2,047,125

Remainder Value as Part of Whole 56,069 SF @ $150/SF $ 8,410,350

It would be reasonable to negotiate on the site description and unit value allocation, the value placed
on the easement and the value of the remainder.

3.1  DESCRIPTION OF SITE AND UNIT VALUE

The site was described delineating the size, shape, and legal interests appraised, etc. The report
states that the land was about 42% uplands and the remaining 58% of the parcel were sloping
uplands, tidelands and submerged lands. No area allocations for uplands and tidelands other than
this were made. This allocation has not been verified. Accepting these ratios, | have calculated the
filled and unfilled areas as follows:

2 Fee simple lands, 68,027 SF at $150/SF equals $10,204,050, plus the easement encumbered land of
5,626 SF at $45/SF equals $253,170 for a total of the square footage is 74,653, and total value of $10,457,220,
minor difference due to rounding.

3 Page 35 under Site size and shape
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Fee Uplands 68,027 SF @ 42% 28,571 SF Uplands
Fee Tidelands 68,027 SF @ 58% 39,456 SF Tidelands
Upland easement area 5,625 SF @ 42% 2,363 SF Uplands
Tidelands easement 5,625 SF @ 58% 3,263i8¢lands
Total Area 73,653 SF

Wold proceeds with the report, developing two unit values — the per square foot value of fee simple
land, a mixture of the uplands and tidelands, at $150/SF, and a unit value of the easement lands,
uplands and tidelands, at a value of $45/SF overall.

Based on my experience in this market, the buyers and sellers acknowledge that uplands are more
easily developed than tidelands. This is especially true for larger sites. The permitting risks and
construction costs associated with the tidelands development tends to make these lands less valuable
than uplands. There appears to be a sustained market trend that if parcels have a greater percentage
of land (area) that are easier to develop such as uplands, they have higher values. For this reason,
the market tends to give them separate value components. The easier to develop uplands the more
costly and riskier to develop tidelands. The exception to this trend would be for smaller sites when
the parcels in a market are very homogenous and the value contribution is similar across the sales
and the subject property. In other words, the uplands and tidelands ratios would generally be similar
across the sales and the subject property if one unit value is used overall, or is not otherwise adjusted
for the difference in economic utility of these two components of the property, soils or topography.
The Wold appraisal dismissed this issue apparently since the uplands had “poor load bearing
capabilities requiring pilings or extraordinary foundation engineering,” and that “piling construction

will be required to develop the tidelands drea

The difference between the sales and the subject topography, which generally gives the uplands and
tidelands different economic utility contributions, was adjusted for in soils where Mr. Wold states,
“the soils of the subject property are considered to be substandard and will likely require either a
piling foundation or extraordinary excavation and footing. Contractor’s in the general area have
quoted a cost of piling foundation at $125/SF of site coverageh® discussion proceeds where

then each of the comparables, which were felt to have superior soil bearing capabilities, were
adjusted downward at $100/SF, Comparables 1 through 3. These sales had significant site variations
and included components of tidelands, which could well be rated similar to the subject. On the other
hand, it is difficult to see how Comparables 6 and 7 were similar to the subject with inferior soils
without further discussidn This significant component of the site’s value is analyzed on a price per
square foot basis and should be considered for more thorough treatment in a discriminating value
per square foot of the filled uplands versus tidelands area.

4 Page 35, Wold report under Site topography
® Page 72, Wold report

% page 72 & 73, Wold report
11-006 / Summary Review of Wold Appraisal
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| have seen separate leases of tidelands as compared to uplands and have seen sales of parcels with
differing uplands and tidelands ratios whereby the tidelands have been allocated at a percentage of
the uplands unit value ranging from 10% to 50%. This has an implication for the subject
negotiations in that the acquired land is more heavily proportion to tidelands than uplands. The
implications of this are seen in this two step process whereby | have allocated Wold'’s value based
on the assumption that tidelands would have a unit value of 25% of the uplands, that the uplands are
42% of the site and the tidelands are 58% of the site over both the fee owned and easement areas.
The easement area will be valued as 30% of the fee as indicated in Wold’s report. The following
table then calculates the implied breakdown unit value based on the Wold valuation using these
assumptions.

TABLE C - IMPLIED UNIT VALUE BREAKDOWN USING WOLD VALUE. ASSUMPTIONS. FEE UPLAND =100% UNIT VALUE,
FEE TIDELANDS = 25%, EASEMENT = 30% FEE VALUE
% of | % SF [Weighted| % Value Value Value/SF

SF Area Site | Value | Portion Allocation
Fee Upland (42%) 39% 100% 38.8% 72506 $ 7,585,467 $ 26p.49

P8,571
Fee Tideland (58%) 5494 25% 13.4% 25.0pp $ 2,618,177 $ 66.37

39,456
Fasement Upland (42%) 2,363 3% 30% 1.0% |.8% $ 18B,205 $|79.65
Fasement Tideland (589,263 4% 8% 0.3% 0.6% $ 64,97P $ 19.91
Totals 73,653 100%6 53.59 100.0% $ 10,457,2P0

These calculations reflect how the market would view the unit values expressed in the last column.
Its noted that the percentage of the square foot value (% SF value) for the easement and tidelands,
rounded to 8% in the table above, is 30% of 25%.

If these values are redistributed over the land to be acquired, distributed as filled lands and uplands
in the Table D on the next page, this indicates a discount of about $270,000 or 13% may be
appropriate due to this issue.

TABLE D - VALUE ACQUIRED USING BREAKDOWN UNIT VALUES
Total AreaFee Upland Fee TL EsmtUL Esmt TL

Sidewalk 1,415 1,415

Fee Promenade 5,625 2,363 3,262

Existing Easement 5,625 2,363 3,262

Memorial Site 4,920 4,920

Total each type 17,585 3,778 8,182 2,363 3,262

Times Unit Value $ 26549 % 6637 $ 79.65 3% 19.91

Indicated Value $1,002,882 $543,090 $188,165 $ 64,962 1,799,098
Compare Wold Value of without allocation $ 2,047,125
Value discount using breakdown values $ 248,027 -13%
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3.2  EXISTING PEDESTRIAN EASEMENT

Wold concluded that the existing 25’ pedestrian easement held by the CBJ included significant rights
retained by the grantor that were not found in the reading of the easement. They include the right
of reversion should the easement be abandoned, the right to locate a temporary structure such as
kiosks and it may be over-reaching to infer the air rights remain intact to the grantor

Wold presented a discussion to select 30% of the fee as the implied retained value to the easement
when the owner could park and temporarily occupy the land. However, considering the subject’s
program of highest and best use that generates a very high fee value, it is difficult to discern what
kind of uses remain to the grantor that would justify a value of $250,000 for this encumbered land
(5,625 SF @ $45/SF). Other properties in the area have easement encumbrances, which have been
allocated for lesser percentages in development of estimated values and resulting prices. It could be
argued that little or no rights are retained. A point of negotiation may be to suggest an allocation,
no value, or at most 15% of the implied fee value for this easement area, indicating a value reduction
of $250,000 to $125,000, or an additional 6% to 12%.

3.3 COMPARABLE AND SALESADJUSTMENTS

Wold had a reasonable discussions about location and size differences and how they would impact
the unit value applicable to the subject. He outlined broad ranges of possible adjustments in the
market and used significant judgement to conclude these various adjustments. They were somewhat
consistently applied with the exception of minor discrepancy in compar&blé. reviewer has

not made an attempt to re-analyzed these various adjustments; however, consideration to additional
methods may be appropriate due to the limitations of market data, which required a significant
judgement for these adjustments. These additional methods could include qualitative analysis,
subdivision analysis and land residual technique.

34  COMPARABLE SELECTION

Wold presented a fairly broad field of sales, developing seven comparables within the report. There
are additional sales and capitalized leases that could have been used to augment this data or make
more current direct comparisons. The subject is unique in its tidelands/uplands component, and its
large size and its 100% location as described by Wold. Comparable sales are limited.

Afew issues that could have been elaborated on include the definition and description of useable and
non-useable land, how the various comparables addressed the parking issue, and how the subject
parking issue would be addressed.

" See Exhibit A in the Addenda outlining Wold’s report from pages 73 and 74, comparing his discussion
with the actual wording of the grant.

8 size adjustment +$6.74/SF. Apparently it should have been a minus adjustment. Also the math
concluding the adjusted square foot price did not compute.
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Another issue that may impact the subject’s size and locational characteristics would be the supply
of comparable larger parcels. There is no doubt the subject property is a very well situated larger,
under-developed tract, but some comment on the Mental Health Land Trust development potential
at Gold Creek, the possible redevelopment of the Merchant’s Wharf property, and the excess land
available south of Taku Smokeries might be considered in the mix.

35  SPECIAL BENEFITS
The appraisal did not estimate the value of the remainder after the acquisition. The appraiser
acknowledges there may be some special benefits stich as

1) The widening of the sidewalk along South Franklin Street.

2) The “widening of the access right-of-way to the dock...[creating] an attractive and
convenient pedestrian route” between the cruise ship dock and South Franklin Street,
which increases the remaining parcel’s exposure to retail tourism traffic.

3) Development of the USS Juneau Memorial will be a significant tourist attraction.

Special benefits are be calculated as the difference between the value of the remainder land after the
project and the value of the remainder as part of the whole. This was apparently omitted by Wold
since “the rule in the State of Alaska is that special benefits can be used to offset any damages, but
can not be used to reduce the value of the part taken in the determination of compefisiti®n.”

not clear if this was an instruction to the appraiser or if the appraiser assumed the state standard for
determining just compensation was to be used. If Wold had estimated the value of the remainder
under the hypothetical condition that the project went forward, would have likely valued it greater
than the remainder as part of the whole before the project. Making this estimate and developing the
special benefit value increment would be a helpful guide for the purpose of these negotiations. This
would determine the positive impact of the project to the remaining land for the property owners.

As | understand it, these negotiations are not being conducted under the threat of condemnation but
were initiated by the property owners to determine if there was a mutual beneficial development,
which could occur whereby the city’s acquisition of the property and development of the certain
improvements would augment the property owner’'s own development objective. In this case,
calculating the positive impact on the remainder would be very helpful to negotiations.

It appears the Wold appraisal would give guidance as to how he might address this issue. The
remainder property would be severed into two parcels, a southern parcel probably being about 21,000
SF, more or less. This would have about 110’ of frontage on South Franklin Street and over 200’ of
frontage along the USS Juneau Memorial and the newly developed 50" wide pedestrian promenade
in addition to the frontage on the dock promenade. This would give it corner-like influence and be

o Page 77 Wold report under Special Benefits

10 Page 77 Wold report under Special Benefits
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a smaller, more marketable property. Similarly, the northern remainder would be a smaller parcel,
probably 35,000 SF, more or less, with nearly 150’ of frontage on South Franklin Street, over 200
of frontage on the wide, newly constructed promenade and USS Juneau Memorial site, plus frontage
on the dock. This northern site also has frontage on a small roadway to the north adjacent to the
library, which gives additional pedestrian and vehicular access. This parcel would have access on
all four sides.

Turning to the Wold appraisal, he indicated that Comparable 4 adjacent to the subject had superior
access by 10% due to its corner influence. Assuming the subject remainders would have corner-like
influence, an adjustment up to 10% for the remainder may be applicable using this reasoning.
Further, the size of the remainder parcel is about 56,000 SF, which is close to the size of Comparable
3 at 49,200 SF, which had been rated at 10% superior and now would be more similar size-wise.
This would suggest up to an additional 10% value adjustment for the remainder parcels. These two
adjustments alone suggest up to 20% increase in value for the remainder parcels above the $150/SF
value using the reasoning in the Wold appraisal. For purposes of negotiation, a conservative 15%
increase in the value of the remainder parcels would suggest the following:

Wold Estimate Remainder as Part of the Whole 56,062 SF @ $150/SF $8,410,200
Benefit to Remainder 15% x $8,410,200 $1,261,530

This suggests a premium value increase to the remainder, which could for the negotiation purposes,
be applied against the value of the part taken at $1,260,000 rounded, or more if a 20% premium is
used. This represents about 62% or more of the Wold value of the part taken.

Applying 15% value increase to the remainder lands as part of the whole based on the unit value
breakdown method would suggest a slightly larger number since a disproportionate amount of the
remaining land is upland as compared to the higher portion of tidelands that are being acquired.

3.6  SUMMARY SUGGESTED NEGOTIATION POINTS

Using the Wold report, recalculate the part taken value that reflects the latest proposed taking and
considering the previous discussion, suggests the following discounts might be discussed in the
negotiations.

Estimated Value of Acquisition as Part of the Whole $2,047,125 base value
Discount for Allocating Uplands and Tidelands - $ 250,000 12%
Discount for Excessive Easement Valuation $ 250,000 to 125,000 6% to 12%

Discount due to Positive Impact on Value of the Remainder $1,260,000 62% or more
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ADDENDA
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CERTIFICATION OF APPRAISAL

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

- Thereported analyses, opinions, and conclusions are limited only by the reported assumptions and
limiting conditionsand aremy personal, impartial, and unbiased professional analyses, opinions, and
conclusions.

- | 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.

- | have no bias with respect to the property that isthe subject of thisreport or to the partiesinvol ved
with this assignment.

- My engagement in this assignment was not contingent upon devel oping 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 val ue opinion, the attainment of a stipulated result, or the occurrence of a subsequent
event directly related to the intended use of this appraisal.

- Thereported analyses, opinions, and conclusionswere devel oped, and thisreport has been prepared,
in conformity with the requirements of the Code of Professional Ethics& Standards of Professional
Appraisal Practice of the Appraisal Institute, which include the Uniform Standards of Professional
Appraisal Practice.

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

- | have not made a personal inspection of the property that is the subject of this report.
- No oneprovided significant real property appraisal assi stanceto the person signingthiscertification.

- | have not performed any services regarding the subject property within the prior three years, asan
appraiser or in any other capacity.

- As of the date of this report, | have completed the continuing education program of the Appraisal
Institute.

February 1, 2011
Charles E. Horan, MAI, AA41 Report Date

August 3, 2010
Effective Date
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ASSUMPTIONSAND LIMITING CONDITIONS

The appraiser has not made an analysis of the physical and legal characteristics of the subject site
and relies on descriptions in the Wold report, effective date August 3, 2010, including the
extraordinary assumptions, hypothetical conditions and limitations as cited in that report.

Extraordinary Assumption

Additionally, significant to this report, it is an extraordinary assumption that negotiations for the
subject acquisition are based on the understanding of the mutual benefit to the property owners and
the acquiring agency, CBJ, and that there is no threat of condemnation or contemplation of such.

Hypothetical Condition

The recommendations relative to the enhancement of value or special benefits in the after condition
assume that the sidewalk widening, promenade development and USS Juneau Memorial would be
developed in a manner that would encourage and be adequate for the type of development envisioned
in the USS Juneau Memorial Conceptual Master Plan dated May 20, 2010.

This appraisal report and valuation contained herein are expressly subject to the following
assumptions and/or conditions:

1. It is assumed that the data, maps and descriptive data furnished by the client or his
representative are accurate and correct. Photos, sketches, maps, and drawings in this
appraisal report are for visualizing the property only and are not to be relied upon for any
other use. They may not be to scale.

2. The valuation is based on information and data from sources believed reliable, correct and
accurately reported. No responsibility is assumed for false data provided by others.

3. No responsibility is assumed for building permits, zone changes, engineering or any other
services or duty connected with legally utilizing the subject property.

4, This appraisal was made on the premise that there are no encumbrances prohibiting
utilization of the property under the appraiser's estimate of the highest and best use.

5. It is assumed that the title to the property is marketable. No investigation to this fact has
been made by the appraiser.

6. No responsibility is assumed for matters of law or legal interpretation.
7. It is assumed that no conditions existed that were undiscoverable through normal diligent

investigation which would affect the use and value of the property. No engineering report
was made by or provided to the appraiser.
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8.

10.

11.

12.

13.

Unless otherwise stated in this report, the existence of hazardous material, which may or may
not be present on the property, was not observed by the appraiser. The appraiser has no
knowledge of the existence of such materials on or in the property. The appraiser, however,

is not qualified to detect such substances. The presence of substances such as asbestos, urea-
formaldehyde foam insulation, 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 value estimate is made subject to the purpose, date and definition of value.

The appraisal is to be considered in its entirety, the use of only a portion thereof will render
the appraisal invalid.

Any distribution of the valuation in the report between land, improvements, and personal
property applies only under the existing program of utilization. The separate valuations for
land, building, and chattel must not be used in conjunction with any other appraisal and is
invalid if so used.

The signatory of this appraisal report is a member of the Appraisal Institute. The bylaws and
regulations of the Institute require each member and candidate to control the use and
distribution of each appraisal report signed by such member or candidate. Therefore, except
as hereinafter provided, the party for whom this appraisal report was prepared may distribute
copies of this appraisal report in its entirety to such third parties as selected by the party for
whom this appraisal report was prepared; however, selected portions of this appraisal report
shall not be given to third parties without the prior written consent of the signatory of this
appraisal report. Further, neither all nor any part of this appraisal report shall be
disseminated to the general public by the use of advertising media, public relations media,
news media, sales media or other media for public communication without the prior written
consent of signatory of this appraisal report.

The appraiser shall not be required to give testimony or appear in court by reason of this
appraisal with reference to the property described herein unless prior arrangements have been
made.

DEFINITION OF MARKET VALUE

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

- Buyer and seller are typically motivated;

- Both parties are well informed or well advised and each acting in what he considers
his own best interest;

- 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.

Extraordinary Assumption

An assumption, directly related to a specific assignment, which, if found to be false, could alter the
appraiser’s opinions or conclusions. 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 ana|ySi6JSPAP, 2010-2011 ed.)  TheDictionary of Real Estate Appraisal, 5th Edition, Appraisal Institute, Pages 73

Hypothetical Condition

That which is contrary to what exists but is supposed for the purpose of analysis. Hypothetical
conditions assume conditions 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, 2010-2011 eiThe Dictionary of Real Estate Appraisal, 5th Edition, Appraisal Institute, Page 97
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QUALIFICATIONS OF CHARLESE. HORAN, MAI

Professional Designation and Certification MAI, Member Appraisal Institute, No. 6534
State of Alaska General Appraiser Certification, No. AA41

Education University of San Francisco, B.S., 1973, Major Business Administration

Appraisal Institute Courses and Seminars

Oct 2010 Uniform Appraisal Standards for Federal Land Acquisitions, Rockville, MD

Apr 2010 Business Practices and Ethics, Seattle, WA

May 2009 7-hour National USPAP Update Course, Seattle, WA

Nov 2008 Fall Real Estate Conference, Seattle, WA

Sep 2008 Attacking and Defending an Appraisal in Litigation, Kent, WA

Feb 2008 Sustainable Mixed-Use N.I.M., Seattle, WA

Sep 2007 Appraising 2-4 Unit Properties, Bellevue, WA

Jun 2007 Business Practices and Ethics, Seattle, WA

Jun 2007 7-hour National USPAP Update Course, Seattle, WA

Apr 2007 Residential Market Analysis and Highest and Best Use, Seattle, WA

Feb 2007 Basic Appraisal Procedures, Seattle, WA

Feb 2005 USPAP Update Course, Anchorage, AK

Feb 2005 Rates & Ratios: Making Sense of GIMs, OARs, and DCF, Anchorage, AK

Apr 2005 Best Practices for Residential Appraisal Report Writing, Juneau, AK

May 2003 Scope of Work - Expanding Your Range of Services, Anchorage, AK

Oct 2002 Litigation Appraising - Specialized Topics and Applications, Dublin, CA

May 2002 Uniform Appraisal Standards for Federal Land Acquisitions: Practical Applications for Fee
Appraisers, Jim Eaton, Washington D.C.

June 2001 Uniform Standards of Profession Appraisal Practice, Part A, Burr Ridge, lllinois

May 2001 Partial Interest Valuation - Undivided, Anchorage, Alaska

May 2001 Partial Interest Valuation - Divided, Anchorage, Alaska

Mar 1999 Highest and Best Use and Market Analysis, Baltimore, MA

Apr 1997 Uniform Standards of Professional Appraisal Practice, Seattle, WA

May 1995 The Appraiser as Expert Witness, Anchorage, Alaska

May 1995 Appraisal Practices for Litigation, Anchorage, Alaska

Apr 1995 Forestry Appraisal Practices, Atterbury Consultants, Beaverton, Oregon

Jun 1993 Advanced Sales Comparison & Cost Approaches, Univ. of Colorado, Boulder

July 1991 Computer Assisted Investment Analysis, University of Maryland

Apr 1991 Uniform Standards of Professional Appraisal Practice, Anchorage, AK

Oct 1987 Standards of Professional Practice, Anchorage, AK

Jun 1986 Market Analysis, Boulder, Colorado

Aug 1984 Litigation Valuation, Chapel Hill, North Carolina

Jan 1982 Standards of Professional Practices, Bloomington, Indiana

Aug 1980 Course 2B, Valuation Analysis & Report Writing, Stanford, CA

Aug 1980 Course 6, Introduction to Real Estate Investment Analysis;

Aug 1976 Course 1B, Capitalization Techniques, San Francisco, CA

Aug 1976 Course 2A, Case Studies in Real Estate Valuation

Aug 1974 Course 1A, Real Estate Principles and Valuation, San Francisco, CA

Appraisal Seminars

Fall Real Estate Conference, December 2009, Seattle, Washington

Easement Valuation, December 1997, San Diego, California

State Certification Review Seminar, April 1991, Anchorage, Alaska, Dean Potter
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General State Certification Review Seminar, April 1991, Anchorage, Alaska
Financial Institution Reform, Recovery & Enforcement Act of 1989, July 1990, Juneau, Alaska
Doreen Fair Westfall, Appraisal Analyst, OTS
Real Estate Appraisal Reform, July 1990, Juneau, Alaska, Gregory Hoefer, MAI, OTS
Federal Home Loan Bank Board Memorandum R41C Seminar, March 17, 1987, Juneau, Alaska
Catherine Gearhearth, MAI, FHLBB District Appraiser
Federal Home Loan Bank Board Regulation 41b, Instructor Bob Foreman, MAI, September 1985, Seattle, Washington

Employment History

August 2004 Owner, HORAN & COMPANY, LLC

03/87-07/04 Partner, HORAN, CORAK AND COMPANY

1980-02/87 Partner, The PD Appraisal Group, managing partner since November 1984
(formerly POMTIER, DUVERNAY & HORAN)

1976-80 Partner/Appraiser, POMTIER, DUVERNAY & COMPANY, INC., Juneau and Sitka, Alaska
1975-76 Real Estate Appraiser, H. Pomtier & Associates, Ketchikan, AK
1973-75 Jr. Appraiser, Ketchikan Gateway Borough, Ketchikan, AK

Lecturesand Educational Presentations
1998, “Easement Valuation Seminar,” Alaska Chapter Appraisal Institute, Anchorage, AK
1998, “Easement Valuation Seminar,” Seal Trust, Juneau, Alaska
1997, “Sitka Housing Market,” Sitka Chamber of Commerce
1997, developed and taught commercial real estate investment seminar for Shee Atika, Inc.
1994, developed and taught seminar "Introduction to Real Estate Appraising,” University of Alaska/S.E., Sitka Campus
1985, Speaker at Sitka Chamber of Commerce, "What is an Appraisal? How to Read the Appraisal”
Nat'l Park Service Seminar, cited Horan's work on impact of Historic Properties on Capitalization Rates at Harpers Ferry,
wv
1984, Southeast Alaska Realtor's Mini Convention, Juneau, Alaska
Day 1: Introduction of Appraising, Cost and Market Data Approaches
Day 2: Income Approach, Types of Appraisals, AIREA Accredited Course
1983, "The State of Southeast Alaska's Real Estate Market"
1982, "What is an Appraisal?"

Types of Property Appraised

Commercial

Retail shops, enclosed mall, shopping centers, medical buildings, restaurants, service stations, office buildings, auto body
shops, schools, remote retail stores, liquor stores, supermarkets, funeral home, mobile home parks, camper courts

Industrial
Warehouse, mini-warehouse, hangars, docks barge loading facilities, industrial acreage, industrial sites, bulk plant sites,
and fish processing facility

Soecial Land

Remote acreage, tidelands with estimates of annual market rent. Large acreage land exchanges for federal, state,
municipal governments and Alaska Native Corporations; retail lot valuations and absorption studies of large subdivisions;
gravel and rock royalty value estimates; easements, partial interests, conservation easements; title limitations, permit fee
evaluations

Other

Appraised various businesses with real estate for value as a going concern with or without fixtures such as hotels, motels,
bowling alleys, marinas, restaurants, lounges. Appraised various properties under lease to determine leasehold and leased
fee interests. Value easements and other complicated partial interests. Appraised tank farms, bulk terminal sites, and
a variety of waterfront port sites.
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Soecial Projects

Special consultation for Federal land exchanges. Developed Land Evaluation Module (LEM) to describe and evaluate
290,000 acres of remote lands. Renovation feasibilities, residential lot absorption studies, commercial and office

building absorption studies. Contract review appraiser for private individuals, municipalities and lenders. Restaurant

feasibility studies, Housing demand studies and overall market projections. Estimated impact of nuisances on property
values. Historic appreciation / market change studies. Historic barren material royalty valuations, subsurface mineral

and timber valuation in conjunction with resource experts.

Expert Witness Experience and Testimony

2009 Expert at mediation - Talbot’s Inc vs State of Alaska, et al. IKE-07-168Cl

2008 Albright vs Albright, IKE-07-265Cl, settled

2006 State of Alaska vs Homestead Alaska, et al, 1JU-06-572, settled

2006 State of Alaska vs Heaton, et al, 1JU-06-570Cl, settled

2006 State of Alaska vs Jean Gain Estate, 1JU-06-571, settled

2004 Assessment Appeal, Board of Equalization, Franklin Dock vs City and Borough of Juneau

2000 Alaska Pulp Corporation vs National Surety - Deposition

U.S. Senate, Natural Resources Committee

U.S. House of Representatives, Resource Committee

Superior Court, State of Alaska, Trial Court and Bankruptcy Courts

Board of Equalization Hearings testified on behalf of these municipalities: Ketchikan Gateway Borough, City of

Skagway, City of Pelican, City and Borough of Haines, Alaska

Witness at binding arbitration hearings, appointed Master for property partitionment by superior state court, selected
expert as final appraiser in multi parties suit with settlements of real estate land value issues

Partial List of Clients

US Dept. of Interior, Bureau of Indian Affairs, Bureau of Land Mgmt, National Park Service, Dept. of Transportation,
US Coast Guard, Veterans Administration, US Dept. of Agriculture, Forest Service; State of Alaska, Dept. of Natural
Resources, Div. of Lands, Dept. of Fish and Game, Dept. of Transportation and Public Facilities, University of Alaska,
Alaska State Building Authority (formerly ASHA), Attorney General, State of Alaska; City and Borough of Juneau, City
and Borough of Haines, City of Skagway, City and Borough of Sitka, City of Pelican, City of Petersburg, City of Craig,
City of Thorne Bay, City of Coffman Cove; Shee Atika Inc., Goldbelt, Sealaska, Catholic Church, Juneau, AK,
Presbyterian Church, Juneau, AK, Church of Jesus Christ of Latter Day Saints, Klukwan Inc., Cape Fox Inc., Haida
Corp., Yak-Tat Kwan, The Tatitlek Corporation, Eyak Corporation, Moose Lodge, Elks Lodge, Federal Deposit
Insurance Corporation (FDIC); Lloyd Hames/Hames Corp., Gordon Harang/Arrowhead Transfer, Michael
Snowden/Service Transfer, Donald Madsen/ Madsen Construction, Inc., Gulf Oil of Canada, Standard Oil of California,
Union Oil, National Bank of Alaska, First National Bank of Anchorage, First Bank, First Mortgage Company of
Spokane, First National Bank of Ketchikan, Alaska Federal Savings Bank, SeaFirst Bank, Rainier National Bank, Alaska

Lumber & Pulp Co., Kennecott Greens Creek, Delta Western, US Fish and Wildlife Service.
Rev 11/10
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