VI.

CBJ DOCKS AND HARBORS BOARD
SUB-COMMITTEE WORK SESSION AGENDA
For Thursday, September 20th, 2012

Call to Order (12:00 in CBJ Room 224).

Roll (Eric Kueffner, Tom Donek and Kevin Jardell).

Approval of Agenda

MOTION: TO APPROVE THE AGENDA AS PRESENTED.

Public Participation on Non-Agenda Items (not to exceed 5 minutes per person, or twenty minutes
total time).

Work Session Item.
1. Discuss the Mt. Roberts Tram Review.

Adjournment.
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Letter of Transmittal

July 10,2012

Mr. Derek Duncan

V.P. of Operations

Goldbelt, Incorporated

3075 Vintage Blvd, Suite 200
Juneau, Alaska 99801

RE: 490 S, Franktin St. CBJ Ground Lease
490 South Franklin Street
Juneau, Alaska 99801
Client Reference Number: None
Reliant Reference Number: 12-0300

Dear Mr. Duncan:

At your request, an appraisal of the above referenced property has been prepared. The appraisal is presented in
a summary report. The purpose of the assignment is to estimate the market value of the Fee Simple interest in
the above referenced real estate, subject to the terms of the January 19935 ground lease between the CBJ
(lessor) and Goldbelt, Inc. (lessee), valuing the subject in accordance with the lease in its prospective
hypothetical as vacant and unimproved condition at time of scheduled lease adjustment, which is understood 1o
be July 1, 2012.

The report will be used by Goldbelt, Incorporated (the Client) for establishment of market value for ground
lease rental adjustment between CBJ (lessor) and Goldbelt, Inc. (lessee) and may not be suitable for other uses.
Although other parties may in some cases obtain a copy of this report, except in the course of discussions with
the CBJ, it should not be relied upon by anyone outside of the intended user(s).

‘This assignment has been prepared and presented in conformance with the client’s instructions, the current
Uniform Standards of Professional Appraisal Practice (USPAP) as promulgated by the Appraisal Standards
Board of the Appraisal Foundation, as well as the bylaws of the Appraisal Institute.

The subject is a 10,000 sq fi site located between the cruise ship berth and South Franklin Street. While the
immediate neighborhood is predominantly improved with visitor dependant retail, the subject's conditional use
permit and ground lease with the CBJ limit the site use to aerial tramway. The land residual technique
indicates the subject is currently an uneconomic parcel with no functional utility. Due to current market
conditions and high construction costs, aerial tramway development will continue to be financially unfeasible
for the foreseeable future.
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800 East Dimond Boulevard, 3-310
Anchorage, AK 99515

Phone: (907) 929-2226

Fax: (907) 929-2260

Email: admin@reliantadvisory.com

RE: 490 &, Franklin St. CBJ Ground l.ease

A complete neighborhood and site inspection of the subject has been made, and photographs taken. Market
information and data regarding other similar real estate has been obtained. This data has been analyzed using
appropriate techniques and methodologies necessary to develop a credible and reliable estimate of market
value. As a result of research and analysis, the value estimate for the subject is as follows:

FINAL MARKET VALUE ESTIMATE

490 S. Franklin St. CBJ Ground Lease

Property Rights Fee Simple*
Condition Prospective As Vacant & Unimproved
Effective Date of Appraisal July 1,2012
490 S. Franklin St. CBJ Ground Lease Market Value $0 (Uneconomic Parcel)

*Fee simple interest subject to the terms of the January 1995 ground lease between the CBJ
(lessor) and Goldbelt, inc. (lessee) that limits the subject to aerial tramway use.

In the case of an uneconomic parcel, demand does not exist and the estimate of exposure or marketing period
is not applicable and has therefore not been made. The value opinion reported above is qualified by certain
assumptions, limiting conditions, certifications and definitions, which are set forth in the body of the report.
This letter is invalid as an opinion of value if detached from the report, which contains the text, exhibits and
Addendum. Thank you for the opportunity to be of service. If you have any questions, please feel free o call.

Respectfully submitted,

s =TGR

Per E. Bjorn-Roli, MAI

Managing Member

Alaska State Certified General Real Estate Appraiser No. 302
Appraisal Institute Member No. 396734
per@reliantadvisory.com
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490 S. Franklin St. CBJ Ground Lease Certification

Certification

The undersigned certify that, to the best of their knowledge and belief:

L.
2

10.

11.

The statements of fact contained in this report are true and correct.

The reported analyses, opinions, and conclusions are limited cnly by the reported assumptions and
limiting conditions, and is their personal, impartial and unbiased professional analyses, opinions, and
conclusions.

They 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.

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

They have not provided a previcus service regarding the subject within the three years prior to this
assignment.

Engagement in this assignment was not contingent upon their developing or reporting predetermined
results.

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.

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

A personal walk-through of the subject property has been made by Mr. Bjorn-Roli.

No one provided significant real property appraisal assistance to the persons signing this certification and
they are competent and qualified to perform the appraisal assignment.

The reported analyses, opinions and conclusions were developed, and this report has been prepared, in
conformity with the requirements of the Code of Professional Ethics and Standards of Professional
Appraisal Practice of the Appraisal Institute.

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, Mr. Bjom-Roli completed the requirements of the continuing education
program of the Appraisal Institute and the State of Alaska.

~— __kr/{)l

Per E. Bjom-Roli, MAI

12-0300 <—’~g RELIANT Page iii

=
-
R
- —
~—
—
-
-
=
e
- —
o
*
—
-~
F 3




490 S. Franklin St. CBJ Ground Lease

Table Of Contents

Table of Contents

vos el

LETTER OF TRANSMITTAL......... -
CERTIELCATION. .. .occesiarrserssaressossssssssseversessrsasssssrsassise sassapassassnsaness nrass seasmsasses senss ses 111
TABLE OF CONTENTS.............. eemarsesnsarseesReesrTbessreats bhedEnanerhaL bk OaERO ORISR g R § g RReaE R s et saR e pmesrenrasanar ot v
ASSIGNMENT OVERVIEW .....cocnmamssernesissmassssssnssmesssmsasssessss sessvans ~1-
D BN T LT Y OF PROPERTY ..eoivviitiiieeiiiaeeeeieirsissessssassessseisasssessstatessseaserns sneres sessessesssnsssesssese sesesasesasesssesesmssssanssnesnes -1-
NEIME oo ier e s b be et e o) eent ety ee sty RS e et AR eig e AE s Rt £ aE e R s e e Eee e se s neeen £ enen seeeneneeen -1-
Brief Descriplion...........cc..ocoveunrcieireieeeiansessssses e casarasascns s e e ear et ore e e eae 2t eane e eeeeeaen saeeeaen reeanens e -i-
AGAPESS.c.oooeeteee ettt et eAeaere-eeraeertertartvetanseaastassereeeteanbenbesebessressresanesteerana - 1-
GO COOPAIRULES . ..o v iesivessecesevesssst i tis e vmees s s aaaes s seneese st ssaa e 2eee e sem s ean e e se ot ee s st et ns et an s ates s amns e sanans -7-

Physical Location .
Assessor 's Tax Parcel Number(s)............ ottt et e ettt e s et e e s -1-
Abbreviated Legal Descriplion ............ccocooveiveinceeiconnieienc e te R gtt e eeeE st e 2Rt ae sAes e eeaeene e esaetes e eneer e s -1~
SCOPE OF ASSIGNMENT (... ivoieiteitecerecteetes e tees sesssseseaab st hreebesoeras 1r 8818 bear st s 03t ae e 2s e e e a2 E et S5 paee apeateas ran s e -3-
Purpose ........... et eaN Ao s eaa AN b raTe e be oAt s e AraR AAea e SE ARt eRge ARt s £ eaEarae SRt 1Rt eEe Ao 1At Eeutetseebesabesebenstseassassanrrens eas -3-
Intended Use of Apprarsa! ............................................................................................................................. -3-
Effective Date of Appraiscd ......c.cocooviovvioois v e eeeeens Lttt e R et b shetae e bs s ens e e s ans ebes et e -3-
Intended User(s) of Appraisai........... b st s eeetestrtneteesehaetes s heh s R eh s esas s eses en e aeses e meae e aen s -3-
Froperty INterest ADDIGISEA . ... .. ..o oo cev et at e erame s st e o1 st as s st s st 12 e 2aee s en e ees eee e en et ne s een -4 -
Froperty RIGRIS APPFAISEU . ........coovocviceciieiirieiiiiceiccicorc e as e e sraecsaets s s e sras b e bt shen et bbb sbentebesberebrana -4-
REDOFE PTESERIGIION ... ettt e st ar s et s e riArer e ae e e e ae e nrn -4 -
SCOPE OF WORK ..ottt ittt sttt st ettt s et et e s ses e o s s ea e e Esas et oe s e nEs 128wt se e s smssamesassenn -4-
OIVEFVIBW ....eeceive it ettt eteete ettt eee bt stamtete s aes et ot es eket s ebes a8 5 es S ebe<E et o8 b as b aR€aT A ek SEe bt ek ek bebebeb st et b arberbna -4-
Limitertions 10 SCOPC QF WOTE .o..coooeoeseeree oot evee e vees e re s e sss e se st ar et 2aetes e sasseatas s et esean s st sena et sanneans -4-
COMPIIGICE ..o e e e tbee bt ittty eAEeAearss e eeaReeEeararesatee s reeen s teetanesareaeanteenaeas -4 -
ASSIGRIERT PPESERUIAIION .....coioveeee oo eteeee et etttes 1o b et e e st bbbt b s a2 e 2seane s en e ees eee e s nee e sens -4~
Special Client INStrUCITONS ........cooooeieeeeeieee e e s ettt b e e e e e art e nn etk een e e are e e reerenenen e -4-
Subject Watk THrough ..o, DU U PV SRSV SRS PRTN -4 -
Information Provided ro Appraiser for Consideration............. e et sas s eertrese e e aeateesee e eaneesnea -4-
Market ARQIYSiS.........c.c.ooooveiiciiice e U OO SUUIURSURONSTOTURTN -5-
Valuation MethOAdOIOZy ...ttt et et e et e e -5-
APProaches 10 ValUe ...t ivievcricecrieienins 1 eaeesaamenoms e ceeneeeneeemaene cee ettt as et eeeene e -7-
FOTUGTION PPOCBES ... oottt emmea st e s aes s ottt s 234t £ een 5 ee ket e en e e L2t eme s e e s eme et 2men ren £ enea s -7-
OWNERSHIP [NFORMATION ..ot tert e seme et cree et sere et e saese s ees sesesaes s resases 44 hao b ot abe shbena e sas s esas o senngees sessenssresrens sens -8-
Current Owner 0f RECOFG ..ot vt et e oS e e e e e -8-
Three Year Transaction HISIOPY..........c.coeciuvceireierenns e seeeeisseaseserene s ctce e msen et s bbb beabes b ebeseraenan S -8-
EXTRAORDINARY ASSUMPTIONS, LIMITING CONDITIONS & SPECIAL RISK FACTORS ......................................... -8-
HYPOTHETICAL CONDITIONS ...ooivttitetietieetees st eemteesetesesieasse s asssreas as rrs e ss 15 o4 1515 5 s e m e ersters ebasbesbanstesasesnn snnrnsssas -9.-
COMPETENCY OF APPRAISER .....iveiteeieiiescetitaessntateestessten seesssatasss s e st bras e aasemasses s2es 250 5et et srtusssmsssennss ssnssesssesnsesns -10-
AREA DIATA coecrerrerrnernerrerrsererresernessesssssssescrassrss srasrses srmssmat b 4s5 08 sbr 004 04 A4 SHAASARARBA LSRR RE RS 4S L AR AR RS R AL AR S RES RERES RER SRR ES -11-
REGIONAL AREA TIATA ...ooiii i iie ettt et e et s te ste e s aeseaea e et e et se a5 b e et s ese e m e e aeaRs ebagabe s eben st sans sane ans eressressbenas -11-
LOCAL AREA DIATA oottt st e ettt et e et e et s R e s n b st mae s 2eem e ee s see eee e s seens ses s eeen s -12-
DEMOGRAPHIC DIATA EXHIBIT ..ot iu ottt ses et e rieesee e aessbessoats e es b sao b 08 s8o0a8 e s s emes sems s ses seressns emecenrses -15-
INEIGHBORHOOD DIATA 1ottt ieeieeeeieeteeete et eetesettssteseseesaeas eae sts s ta stessams 10 s1a s e 2oearaee Saevabes sbensban sbenssesnns srnatnnssbenes -16-
IVGINE oot e et e bt et R4 R e R SRt et es eae et eee et s s sene e seembene s -10-
LOCGHON B ACCEES oot ot s st ateram e an earese e ba s be s ebt s e tes et 2t saae s emmarae s et e ten stens en see s eent e e atan et eaens -16-
CRAPACIEr & LOmad USES  .vveiieeeeicisieeicieeee et st sreaseassres s aae s es e s e s e seasen et e ame s s nabe s ebesbees s nssssme e saesns -16-
Percent Land DevelOped. ... ..o e ety -16-

C‘-\

12-0300 p@ RELIAN] Page v

7,
i
=
b
~—
=
ey
_—_—
- -
vest
—
~
_—
=




490 S. Franklin St. CBJ Ground Lease Table Of Contents

LI CHOIE e e ettt e e e e e s e e bbbt e -16-
THEHAS e e e e e e e te e 4ot e e et eeat e e ee e ettt et ae e eaae e e e neen st eanresenrnnnren -16 -
NEIGHBORHOOD ABERIAL PHOTOGRAPH .....oc.oooiii et saciss e sre e assesa s e essnensysss eseeaeasbessesesseseesseessnsnnasans -17-
IMMEDIATE NEIGHBORHOOD AFRIAL PHOTOGRAPH ....ovviiiieeeceetseesevarsteseosstsnsasessssissasessossesansssessssensareaneeseeaesn -18-
IMMEDIATE NEIGHBORHOGOD PHOTOGRAPHS ..oteeeieeiieee e iaeeessccarssssentsses ssemessessamresssessssessssiossrssasessssnsaranseeseesesn -19-
MARKET ANALY SIS oo roiiiiieemiesrserrresssasssssssmres sbas sorasstass assssssness assssas casessses nmessanses sasssseshnsshvatnrsesssdsossnbanssans -21-
TNTRODUCTION oo eveeeee e eeeeees e e eee e et eeaeseaeneaan saeee oesteeseiseebneises mee e eee eeeemee eeseatesetssateseteeanssseraessaeesann sanne aan sean sankeaneean -21-
SUMMARY OF ALASKA VISITOR STATISTICS PROGRAM..........cccciiuiiieciieieesseisaatssinsssessesssrsesanesessesensns saessses essens -21-
Cruise Ship vs. Non-Cruise Shrp PESTIOFS c.cvvoenieiienscerr e e e e e e <emvennes -27-
Total Visitor Trends ... et oeeeeboeeeteasbesesesetbeissssiEsseitsiesteennnbenttasasaeeeseosaenste et neeasne et ntennannotnssberantaniaisnsesse ™ B2 =
Method Of Travel. ... ..o e et e et et e e e e et et e et eraenees -23-
Other RefeVant DQIG ...........cooooeoeoeeeeeeee et otvt e e e et s e e eat et e et e e e e et e e e e e e e eee e ee eeeneens -24-
ALASKA CRUISE SHIP MARKET ....ooveiivete et cteete e eteae e etteaeeseevesbaasasts54as4es5ssrerae s reen sessgesenaesssesenbnssn ssen s aesesann seaes -32-
Statewide Passenger VOIIMES........c.c.oco. oottt e e e s e e e -32-
Cruise SHIP INIGIIVE (..ot ria s et ns s st s e en g ee s s eeeane s seaent et saesansemeans -33-
REGUIGTION ... e s et s dem b e mem e e E e s b s e b2 s b 1o st sae et s en e ne s ere et on -33-
POFES ..o e e e e ettt ettt —e e et et e e ettt e taaetaaaanenerart o rnns e annarenann -34-
JUNEAU CRUISE SHIP MARKET .........ooiiie it ceeteeeeevsvsiosesssrssesesreesaeeessses seasgess saeassnes ses seetsaaeassesesanas e seestnassesis -34-
SUBJECT S PERFORMANCE ...........ocuieeiieite et ceeeteeeaeueiesessstbe s s eessemssseessemar e 2eeaeas esen seas eee e aeesbesensesbbesns s eesbannn sess -35-
DESCRIPTION OF SITE .ciiirevcsviermscsrrenrsiversssssasssrssassssseassse sasssssssass saes s ssssesss rassesassamssssessbasshossosssspaoa phvansassss sesasss -39.
MOUNT ROBERTS TRAMWAY SITE ....ivoieiieit e cetaeite stsssess e saansssassseessssnrens sessess sesevessvasen sbens sesmenssanssinssnssansssssnns -39-
IYGEIE oo et e e e e e ety er b ettt ea e ea et eeeat s eabettee et eat aebee ee s eatreereean naanrteenerenseann -39-

A GICSS oo oer e e r e e et r e et e e et e ee e e et et e et e et e ety et e e e eean -39
GEO COOPAINUAIES «.ovoevvcareee e eeareee it ees et v s ea e s ear st e ere e e e e e senen seesseenesn s aeesasssessntsetrnanssamssstansssrensnsrsaenrees = 3O =
PRYSICOL LOCGUOM. ..cooevvveviiovn e setoes s tienseata e ree st tas e es ees et e s es a8 et s 8 ees et eaesese s e b s res s et e seten -39-
Assessor's Tax Parcel Number(5) ... e e et e s -39-
Abbreviated Legal DeSCrIDIION ...ttt ettt e eres e s s e © 39
Condition of Site @ TIME OF LEASE ...........cvcoevi it oeireiens ettt ettt e ettt et s -41 -
Lease Instructions on Valuation MethodolOgy.............cccooi vt csnsssssnssssnenssmsnssasenessonences = 44 =
GFOSE ST AFEE ..ottt ettt ettt ae e 2 eeaen st et e e+t eemee e e esteen s os i eA AN S eA b eraessmt o2 aesanaransaassons -4 -
UISQEIE SHE AFCG. ..o e ee ettt e et e e et e e et e e eee s e en e es e e e emn s et s eesenee n e enas e -4i-
SPUDE .ooecvivie it ieere vt e s se s see e e ea st aaas e st et e et et s eaneestes bt he e bt hetabb e ekt babsteng et aneansesseneasesenenneeses = 2 =
SEPQEE FFORIAZE oottt ettt et tes e a2 as 2ot ep e e s e onaes et e e ees e een e e -42-
SHF@EE ACCEES (oo oeieeeee oo e ettt attoaa e taAr e s a2t e et e et e eeeeen e e e enaeeonn -42-
SUFERE EXPOSHIC oottt et et et e et et ae e aes s etes e eses e eme et es st 4o ehe st R ke e g enen e s ene e e enaenns -42-
Access & Exposure to Cruise Ship Retail FOOU Traffic ..........c..oooiviiciiiiiniiieice et e -43-
Topography, Dock Improvemenrs & Rerarmng e O OO USROS -43-
Soif Conditions... ettt e e e teetaen et et an et et e eee et oar e e tarns et sasanerses e basmteagetaentssernesrnnsrsrannes = 3 =
LJEETIEERS ..o ottt ettt e e e e e et e e e et b2t oAt 2 e e s enn e e et ee s eenann e e eaasen - 44 -
FUOOG ZORE ..o e e e e e e e e e e v e ettt e tA e aas e ettt e e e e ate e e enae e en eaeren - 44 -
AS PROPOSED EICHIBIT «.tevvveuaveverereetsseesseenssasneessessmsen semnsss beeseseeae e sesbesemein e i54ndseessssbsressae st aaennssasates sassessnsensrnnens - 46 -
1995 (PRE LEASE) AERIAL PHOTOGRAPH EXHIBIT ....c.ovvvcveieoee oottt bt ee st bssbesse s enecasenasansseanesssenens -47 -
CURRENT (POST TRAM DEVELOPMENT) AERIAL PHOTOGRAPH EXHIBIT ......vovivcerermeenseniresinssseeseseseeesmeeeneeens -48-
AS BUILT EXHIBIT (SURFACE ESTATE & AR RIGHTS) 1ot ttotiiietieeeteeieeeetes e et aett st stssbesre e stan e es ese e seesnesssens -49-
PLAT MAP EXHIRIT (SURFACE ESTATE & ATR RIGHTS) .. cveve v eets cetesieae et eevsaecs st e seasstnssse st sess s srans e eees -50-
ZOTURE <. oottt et et e eA o s b men e ome L E SRS SR N A Sh e e R b eh e e b st eater e an s r st - 531 -
Easenents, Covenants, Encroaehments & ReSIICHONS .. .c...oovooi oo et e eee e e -51-
Functional UL ... cs sttt ne s emssss s rae s st assvasonrassrsass = DB =
PROPERTY ASSESSMENT & TAXES ..ccoivtiiceemecsnernasrsnssnssesssssssssssssssasses sessssseras w=35-
SUMMARY OF PROPERTY ASSESSMENT & TAXES ..ot eeoeeeeeeviirvaetvistesseesaeeseserrssssesnsansenss srasessassasssesseassssssssesss -55-
PROPERTY ASSESSMENT & TAX SUMMARY EXHIBIT........coiiiotiieeetesrvssteneerareraeesnessnsesnsssensessssssassssase asenseesanes -56-

12-0300 Tg RELIANT Page vi




490 S. Franklin St. CBJ Ground Lease

Table Of Contents

SUBJECT PHOTOGRAPHS ..o e i rrsversmssssisssesressess besssrasssbasssmisrnos shostsosdsontsbaoas sassansaansennmessnsasssssess ses sesnans -57-
HIGHEST & BEST USE .occeeiiiicrmreemssisnesensstisssassensssssasessas ssassssssasassssassssssasssassss nanasess sesasesassnses seessass ses rasiases radasas -61 -
DEFINITION 8 METHODOLOGY ..o ioviviiisiatiseeesistisnsressasasssssssssssssssesssses asesssssssesnsssssesssssss asnssasssesssssasssses sasssese -6l -
Scope of HIghest & Best USE ..o e et ettt e e e e et e -61-

AS W ACANT oottt et ee et et et e e b ete et st et esaseasesseenssearesneaE s en et essessennaseeesas 2esgesen aeeneese s esnesen e stessean et rennn ara s -61 -

LRGAIIY PO IISSTBIC ... cviiove i o eervares s ivas s sreaaesseseesatmaseeassenseesse et vasseaseemeeansess £ese e seamsen senmmnes sebbess e eban sssess
PRYSICATNY POSSIBIE .revis oottt e eman s e va e st s ssese 2 ee e ses s ts £ ees et s nmeneseesaeeseesa s ranabraenereon
FIRARCIETY FOASTBIE ... cooveieiv it ote v testssen e e st esas e s e s e s ases e ssame e e saess e e nm e e ne s e

Maximally PROGUCIIVE ..ottt ettt e ettt e es e e es e e er b rae s s st s -64 -
PROBABLE BUYER .. oivtttvisistteieristrearsteesrees seeaeoeeesese oeesesss seeseseneaate seenesesseseee astesseamsessesee eebbseeseass aen sessnneteessbeinmanse -65-
LAND RESIDUAL TECHNIQUE ....coiuercmiaisminirsmassassms smssasssessas sasss sssesss sess st ssssssssserssesnsss sessvasssassbisessbesssas - 66 -
TNTRODUCTION .. vvvestetiesssas s reereesareessses sossseessnssseeasass sessnses aetemsen sase sesemean sasessen sasessesee eebaseeaenss sesessbenn sesbeeen santa - 66 -
Selecrion of Land Valuation TeCARIGUE ...t et ettt s s s eaa s saaes - 66 -
Land Residual Technigtie MetROAOIORY ...ttt st eeas st s ies -67 -
PROPERTY GOING CONCERN NET QPERATING INCOME .....e.c.viiiitire ettt es e st eea s nes e e -68 -
MOUNT ROBERTS TRAMWAY HISTORIC & PROIECTED REVENUE EXHIBIT .....ooiii s e s -69-
MOUNT ROBERTS TRAMWAY HISTORIC & PROJECTED EXPENSE & NET OPERATING INCOME EXHIBIT ............. -70-
TRAM PASSENGER PROTECTIONS ... ..ot cicieces et ctee e seassesassasse st e sabe st s se sessases saearassaseseseesssnsanrmssns ensresasssaessasases -71-
Cruise Ship Passenger AFFIVALS ...........c.c..coouiirviiii it et sa e et e et e e -71-
Mouni Roberis Tramway Capiere ROIE ..o tcseae st it ins s s s -71-
Projected Tram Passenger Volume...............coovuevieoniveninnecene -72-
RBEVENUE . .....cotttiteitit ittt ettt etes esesses esessssesaess sses es ssasessassasess seesaessasess sasesens sasassasasessanesasntons suo st sesonsnsassnsansaras -72-
EXPENSES .....ciiiuiitittiiieeeeaeteaeteaetes sueeatesasasseetessssassaess s sesesess s essesssessse1ebe 182 P aas s errr1ereoretaaseas ean emeamns enmeeseeesbeseeearen -72-
LOVEIVIBW ..ot e e e oot ot e ot e etk £e e etes s e ek os e s tee e e SAes et £t pae e Aeaneane s rene £ ee s eee e eateerene e -72-
MANAGEMOII FBO ..o e oo ettt ee et et ete s eate2seee e s s emeeane s 2ae s ehe eaeae 2aesenes aeeenneeaeeen e eeeeeens -72-
Rl ESIAIE TAXES ..ottt ettt et s es st en e eb et eecben e se et 2 ea saee seeaencereneenseneerennenmerennena -73-
GFOUNG ROPT.......oooiiereeee e et e e e e e v et e ea e ee s s e oo ea e e st ea s 2 ee st e s 2reaame s 2me st es e ens e sees seen seemaens nenes -73-
Reserves ... . cerereenenees -73-
SummaryofExpensePro;ecmms . -73-
PROPERTY (GOING CONCERN NET OPERATING INCOME .................................................................................. -73-
IMPROVED GOING CONCERN NET OPERATING INCOME ..ottt e isnsaesenstsastrass s sssens essnenas -73-
MEIROAOIOZY ...ttt ettt e se e b otvete e s s s ar e e b e n e s et e am e e e e e e e -73-
ESCALATED ORIGINAL COST .....c.uiivviiviiiececeeescteitieestessviesteaasssasassessasassssasssasssssssssasassesssess samsenseesneesnessnesssessseaes -4 -
DEVELOPERS IIARGIN . .ouceitietieittiites it et cterasstee st te saes stes seesesasasateares et sese berassreesbe bee1eae e paaeemeeesons nes 2mnsmnes seeasseaen -4 -
MAPKET PrOPEITIES ...ttt ettt v e e s e r e s p et ea e et s et st et s et e et e e n e -74-
Limited Market or Special Purpose PrOPEITIES......civmccirisieisisesstsssseatsssiscstscrevcanssstss s sesssss s sssincanss ® 70 =
CORCTUSTON (..o ettt ettt e e e et sbt et et b e st en s ae e s -75-
DIEPRECIATION.......ccotiimieeieteceteeetae it s et es et st et e ete s et beembes sten sees seeseetme et e see s ae saes saeemaes sbesateanbeseeeassaseserrersbesereirresnseans -75-
FRIFO@UCHION. ...ttt ettt sttt sttt bt e sttt ettt b et seeses e b e as s fraases e aa e et soesresrvmtrseatene -75-
EFCHVE AZE ..ottt et et sttt ek b e e s -76 -
ECOROMIC LS oo et e et e a et e e et s e eam e atmt e en e e et e st 2 es e e 42 es e eae e eee e seam seensees nees -76-
Effective Age / Economic Life MetROd ...............coovveiiieeiieiriecirie v e et en s -76-
Property Specific Depreciallion................ccooveivviiiciiiie e e e s e ss e sae e s s ans er s e et - 76 -
External Deprecilion. ..o ieicieeece et ettt st s st o e e s -76-
CURRENT INVESTMENT PARAMETERS ......cv ittt retees e s et et i st b s s st e s ns rasss vt e s as -77-
St COMPAVISONS ...ttt et e aes es et e a s s te e raet eae s oaes raasee s ba 1 s et van s imaa e s eneaes neenssneamseanseinn -77-
RERC & PwC (formerly Korpacz) Real Estate Investor SHIVEYS ..o vvcnseniminsenoninsnnmnnninne = 27 =
CURRENT INVESTMENT PARAMETERS — RERC INVESTMENT SURVEY ....cooiiviiieiieinesereeesersssrasessrerssssnessneesnrases -78-
CURRENT INVESTMENT PARAMETERS — PWC INVESTMENT SURVEY cavevtvive et et ceteesvssstrresssnassssssmssrsssesness sessseasns -79-
Band OF INVESIMERE ..o s oo et s e et a v s aen s avs ear e as e ase e s e aseensf2emsene s ens 2t tas e e enseen e aneesaneas -79-
PROPERTY SPECIFIC INFLUENCES ON RISK & RATE ..ottt ettt snsesaeesss s ssmos s ssmasres s stensrenen -80-
UBWEPA IHFIUEICES <.ttt ettt eee b s s et s st ass s s s sas e sabee s sobasas b sonsbemdabesbamt e ebesbebaet sbesnetens -580-
12-0300 'g RELIANT Page vii




490 S. Franklin St. CBJ Ground Lease Table Of Contents

DOWIWArd INTIUERICES oottt ettt st b e ars sttt e et bees -80-
SELECTION OF IMPROVED RATE ....cvivviveceiteieeceetveecseseeeeteseesaeees eeeesessses vesassasessnsansesesassessseenseeeseseeseenteneeeesaeneseen -80-
Improved Overall Annual Rate (Tmproved OAR)........coocviicvire it reseeneen .-80-
CALCULATION OF BUILDING TN O EIXHIBIT ... coeoueevveeieeeeeeeeeeeeseeeetsaesseesssassseasssessessssnsassanssessssessessssassssesereesesssenen -81-
RESIDUAL INCOME ATTRIBUTABLE TO THE LAND ....1ovcvievieseeeeeeeeeeeeeeeeseeeeeeeeeeeeeeeeseessestsaesebatseeassstasranassnssraeranes -82-
INCOME CAPITALIZATION OF NET OPERATING INCOME TO THE LAND .cveovvii e cvie e cene et et e e e -82-
FINAL MARKET VALUE ESTIMATE ..o.vvov et cteeeeteeteeeestteeseesa et saesseeseossssasssssessasssonsenssnsse sssemssenssan st esteresessnsenes -82-
EXPOSURE PERIOD & MARKETING TIME ..ot oo oo et steeesessssressrs svasen ses smesaessnssssaseansesseses saeesseseeensesn e -82-
GENERAL ASSUMPTIONS & LIMITING CONDITIONS .cormvaereereerciens -83-
TERMS & DE NI T NS .eeisieeseesssrssssases samsesesrsmsessssrssin bverass bhdsd sreass pmsesess smasasns sssessss mnssnnt ans rasesssmrrrasssnreran -89 -
ADDENDUM: LETTER OF ENGAGEMENT ....ovcvierversrsrnrasrssssssssssesssossnsssss sonvasssssnsasssonss -95-
ADDENDUM: ROBERT S. SPITZEADEN LEGAL OPINION....cvtcinrssecsosarsasassssrsssnrssanessesssssessmssesassunss rensass -97-
ADDENDUM: “GROUND LEASES: RENT RESET VALUATION ISSUES"...cccoiveeereermnes -99 -
ADDENDUM: GROUND LEASE DOCUBMENTS...conmrermtircasamassassmsssesssasses sassmssnsss ranis -101 -
ADDENDUM: EXPERIENCE DATA ....ovcerecscricerensassasirsssmssstrsssessrmmn sassrsssssvass vassssas srassass boe s044e sp0dsarearnasassassennos - 103 -
12-0300 RELIANT Page viii




490 S. Franklin St. CBJ Ground Lease

Assignment Overview

Assignment Overview

Name

Brief Description

Address

Geo Coordinates
Physical Location
Assessor’s Tax Parcel
Number(s)"

Abbreviated Legal
Description”

490 8. Franklin 8t. CBJ Ground Lease

The subject is a 10,000 sq ft site located between the cruise ship berth and South
Franklin Street. While the immediate neighborhood is predominantly improved
with visitor dependant retail, the subject's conditional use permit and ground lease
with the CBJ limit the site use to aerial tramway. The land residual technique
indicates the subject is currently an uneconomic parcel with no functional utility.
Due to current market conditions and high construction costs, aerial tramway
development will continue to be financially unfeasible for the foreseeable future.

490 South Franklin Street
Juneau, Alaska 99801

Latitude: 58°17'46.45'N, Longitude: 134°24'3.09'W

60" north easterly of Gastineau Channel cruise ship dock, south westerly of South
Franklin Street and northerty of Salmon Landing.

1C100K 830011

The subject’s ground lease identifies the surface estate as follows:

Portions of the following lots in an area not to exceed 10,000 Square
Feet as shown on Exhibit A:

Lot 138, Tidelands Addition 1o the City of Juneau according to Plat
355, Juneau Recording District, First Judicial District, State of Alaska

Thar portion of Lot 16 bing Northwesterly of Dockside Subdivision,
Block 83, Tidelands Addition to the City of Juneau according to Plat
355, Juneau Recording District, First Judicial District, State of Alaska

That portion of Lot 17 lying Northwesterly of Dockside Subdivision,
Biock 83, Tidelands Addition to the City of Juneau according to Plat
355, Juneau Recording District, First Judicial District, State of Alaska

Lot I Dockside Subdivision according to Plat 89-9, Juneau Recording
District, First Judicial District, State of Alaska

Lot 24, Subdivision of Lot 2, Dockside Subdivision according to Plat
91.71, Jureau Recording District, First Judicial District, State of Alaska

In addition, the subject’s ground lease identifies air rights easements associated

! Per Tax Assessor Records.

? Per Department of Natural Resources Records.
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490 S. Franklin St. CBJ Ground Lease Assignment Qverview

with the tram as follows:

Lessor does hereby lease and Lessee does hereby take from Lessor an
easement one hundred feet in width (fifty feet on each side of the
tramway centerline) for the surveying, engineering, design, planning,
development, construction, maintenance, and operation of a tramway,
including without limitation, cables, tramway fixtures, cars, and
appurtenant structures and equipment. The easement shall burden all
lands owned by Lessor, or in which Lessor hus an interest of any kind,
where said lands are to be traversed by Lessee's tramway, including
without limitation the premises described as follows and as generally
shown in FExhibit B attached heretc and incorporated herein
(hereinafier called” Air Rights Easement”), situated in the Juneau
Recording District, State of Alaska:

Portions of the following lots as shown on Fxhibit B:

Lot I3B, Tidelands Addition to the City of Juneau according to Plat 355,
Juneau Recording District, First Judicial District, State of Alaska

That portion of Lot 16 lving Northwesterly of Dockside Subdivision,
Block 83, Tidelands Addirion to the City of Juneau according to Plat
355, Juneau Recording District, First Judicial District, State of Alaska

That portion of Lot I7 lving Northwesterly of Dockside Subdivision,
Block 83, Tidelands Addition to the City of Juneau according to Plat
3535, Juneau Recording District, First Judicial District, State of Alaska

Lot 1 Dockside Subdivision according to Plat 89-9, Juneau Recording
District, First Judicial District, State of Alaska

Lot 24, Subdivision of Lot 2, Dockside Subdivision according to Plat
91-71, Juneau Recording District, First Judicial District, State of
Alaska

Lot I, Block 6, U.S. Survey 74, amended Addition to Juneau, Juneau
Recording District, First Judicial District, State of Alaska

Lot 2, Block 6, U.S. Survey 74, amended Addition to Jureau, Juneau
Recording District, First Judicial District, State of Alaska Roberts
Street

And as:

Lessor does not warrant that Lessor has any right, title or other interest
in the following lands, but to the extent Lessor in fact has any such
right, title or other interest, Lessor leases to Lessee the described Air
Rights Easements where said lands are within 50 feet of the tramway
centerline as generally shown in Exhibit B:

South Franklin Street
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490 S. Franklin St. CBJ Ground Lease Assignment Overview

Scope of Assignment

Purpose

Intended Use of
Appraisal

Effective Date of
Appraisal

Intended User(s) of

G Millsite, according to U.S. Mineral Survey 982B, Juneau Recording
District, First Judicial District, State of Alaska, excepting that portion
of G Millsite heretofore corveyved to Alaska Tram Corporation by
Warranty Deed recorded December 20, 1976, in Book 128, page 254,
Juneau Recording District, First Judicial District, State of Alaska.

F Millsite, according to U.S. Mineral Survey 9828, Juneau Recording
District, First Judicial District, State of Alaska

B Millsite, according to U.S. Mineral Survey 9828, Juneau Recording
District, First Judicial District, State of Alaska

P Millsite, according to U.S. Mineral Survey 982B, Juneau Recording
District, First Judicial District, State of Alaska

H Millsite, according to U.S. Mineral Survey 9828, Juneau Recording
District, First Judicial District, State of Alaska

X Millsite, according to U.S. Mineral Survey 982B, Juneau Recording
District, First Judicial District, State of Alaska

Bear No.7 in US. Mineral Survey 1027 4, Juneau Recording District,
First Judicial District, State of Alaska

To estimate the market value of the real estate, as directed by the lease, in its
prospective hypothetical as vacant and unimproved condition at time of scheduled
lease adjustment, which is understood to be July 1, 2012,

The intended use of the appraisal is for establishment of market value for ground
lease rental adjustment between CBJ (lessor) and Goldbelt, Inc. (lessee), and it
may not be suitable for other uses.

The subject’s ground lease began on January 31st 1995 and has scheduled
incremental adjustments every three years until the lease was amended in April
2006 and the lease adjustment period was amended. According to Robert S.
Spitzfaden, legal counsel for Goldbelt, Inc., the amendment changed the next
readjustment date to July 1, 2009, indicating the next available date of adjustment
to the lessor is July 1, 2012 and this is the effective date of appraisal used for
analysis purposes. However, it is understood that an appraisal performed on
behalf of the CBJ used an effective date of valuation of 2011 and the date of
adjustment may be in dispute between the parties. As such, it should be noted,
that the market value estimate of this report would not be impacted if the date of
lease adjustment were found to be an earlier date. Nonetheless, it is an
extraordinary assumption of this report that the effective date of valuation is July
1,2012. It should be noted, however, that the market value estimate of this report
would not be impacted if the date of lease adjustment were found to be an earhier
date.

Goldbelt, Incorporated (the Client)

12-0300
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490 S, Franklin S¢t. CBJ Ground Lease

Assignment Overview

Appraisal

Property Interest This is an appraisal of the real property. Any intangible and personal property is
Appraised specifically excluded from this valuation.

Property Rights Fee Simple, subject to the terms of the January 1995 ground lease between the
Appraised CBIJ {lessor) and Goldbelt, Inc. (lessee).

Report Presentation

LT "W a el
niS il of Work

Overview

Limitations to Scope of

Work

Compliance

Assignment
Presentation

Summary

Current USPAP requires the appraiser(s) t¢ develop and report a scope of work
that results in credible results that are appropriate for the appraisal problem,
intended user and intended use.

USPAP permits limitations to the scope of work consistent with the appraisal
problem, intended user and intended use. The scope of work has been limited by
the General Assumptions & Limiting Conditions, Extraordinary Assumptions,
Extraordinary Limiting Conditions and Hypothetical Conditions discussed in the
report and Addenda. The Scope of Work has also been limited based on the [evel
of information / documentation available to the appraiser. There are no major
limitations to the scope of work for this assignment,

The analysis and reporting of this assignment is compliant with the following:

e Uniform Standards of Professional Appraisal Practice (USPAP) as
promulgated by the Appraisal Standards Board of the Appraisal
Foundation.

»  The bylaws of the Appraisal Institute.

o Client appraisal standards as set forth in the tetter of engagement
presented in the Addendum.

This is a Summary Report as defined by Uniform Standards of Professional
Appraisal Practice under Standards Rule 2-2(b). This format provides a summary
of the appraisal process, subject and market data, and valuation anatyses. The
depth of discussion contained in this report is specific to the client’s intended use.

This is a two-sided document with new sections beginning on odd numbered
pages. Note, where a section ends on an odd page Microsoft Word will
automatically insert a blank, even numbered page at the end of a section.

Special Client None
Instructions
Subject Walk Through The appraiser has extensive knowledge of the site and neighborhood. A complete

neighborhood and site inspection of the subject has been made, and photographs
taken. A complete formal inspection of the subject was performed on December
10" 2010 for prospective valuation and appeal purposes and the subject
photographs presented in this report were taken at this time.

Information Provided  Primary data was attained by the appraiser during the property walk-through.

TQ RELIANT
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490 S. Franklin St. CBJ Ground Lease Assignment Overview

to Appraiser for
Consideration

Market Analysis

Valuation
Methodology

Secondary sources of property data include client, borrower, and public records.
The scope of work is specific to the information on the subject provided to the
appraiser by the ¢lient or property contact. A partial list of items provided
follows:

Ten years of Mount Roberts Tramway historic operating data

As built

Plat map

Copies of lease documents

A Horan & Company appraisal of the subject issued on September
30", 2011

Robert S. Spitzfaden legal opinion on restricted use

s  Conditional use application and permit

The following information was not available to the appraiser:

Aerial photograph of subject at time of original [ease
Title report

Preliminary commitment for title insurance
Environmental study

Engineering study

Extensive research on macro and micro economic conditions within the subject’s
market has been conducted. Extensive research on current market conditions
within the subject’s sector of the real estate market has been conducted. The
Appraisal Institute recognizes two categories of market analysis: inferred and
fundamental. Inferred analyses (Level A and B) are basic methods by which
future supply and demand conditions are inferred by current and general market
conditions (secondary data). In fundamental analyses (Level C and D), general
information is supplemented by detailed data in order to forecast supply and
demand, as well as subject-specific absorption and capture (primary data). The
market analysis performed in this assignment is based on inferred demand.

An article in the Fall 2011 issue of the Appraisal Journal titled “Ground Leases:
Rent Reset Valuation [ssues” by Tony Sevelka, MALI is presented in the
Addendum and is summarized in the highest and best use section of this report,
which establishes that the lease language, in particular with respect to use
restrictions, can have a significant impact on market value/rent.

A legal opinion relating to the subject’s highest and best use prepared by Robert S.
Spitzfaden on behalf of Goldbelt, Inc. is presented in the Addendum. This legal
opinion establishes that, due to the lease language and conditional use permit in
place on the subject site, the only legally permissible use of the subject site is a
tram site and that therefore the highest and best use of the site for establishing
market value/rent is limited to tram use.

The Appraisal of Real Estate, Thirteenth Edition states the following;

“Special purpose properties generally have limited conversion potential
and are constructed expressly for a particular user with a designated
special use in mind. They are developed to fulfill a business need, not to

12-0300
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490 S. Franklin St. CBJ Ground Lease Assignment Overview

attain a profit on the real estate and when profit is present it accrues to
the business rather than the reaf estate.”

The subject clearly meets the definition of a special purpose property and it is
inappropriate to establish market value for aerial tramway use based on land sales
that have completely dissimilar highest and best uses. The Appraisal of Real
Estate, Thirteenth Edition, The Appraisal Institute Chapter 16 Land and Site
Valuation states the following:

“Regardless of how physically similar the potential comparable site is
to the subject site, the sale property is not truly comparable if it does not
have a similar highest and best use as the subject and should be
dismissed from further consideration in the analysis of the subject

property.”

Other than the subject lease, there are no known transactions involving fram sites
within the Alaska market. Therefore, it is not possible to perform direct sale
comparison 1o establish the market value of the subject site. The Appraisal of
Real Estate, Thirteenth Edition, The Appraisal Institute Chapter 16 Land and Site
Valuation states the following:

“The sales comparison approach is usually the preferred methodology

Jor developing a site value conclusion. When this approach is used,
most of the technigues described in Chapter 13, with respect to selecting
comparable sales and the adjustment process, can be applied to site
valuation. When sales of similar parcels are not plentifil enough for
the application of sales comparison, alternative fechniques such as
market extraction, allocation, and varigus income capitalization
techniques may be used The income capitalization technigues can be
divided into direct capitalization techniques (e.g., land residual and
ground rent capitalization) and yield capitalization technigques (e.g.,
discounted cash flow analysis / subdivision development analysis).”

In the valuation of the subject direct capitalization via the land residual technique
is most appropriate. The Appraisal of Real Estate, Thirteenth Edition, The
Appraisal Institute Chapter 16 Land and Sife Valuation states the following:

“The land residual technique is a method of estimating land value in
which the net operating income attributable to the land is isolated and
capitalized to produce an indication of the land’s contribution to the
total property.

Procedure
The net operating income atlributable fo the land is capitalized at a
market-derived land capitalization rate to provide an estimate of value,

Applicability

This technique is most applicable in testing the feasibility of alternative
uses of a particular site in highest and best use analysis or when land
sales are not available.”

12-0300 P RELIANT Page -6 -
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490 S. Franklin 8t. CBJ Ground Lease Assignment Overview

Approaches to Value

LAND VALUATION

COST APPROACH

SALES
COMPARISON
APPROACH

INCOME

CAPITALIZATION
APPROACH

Valuation Process

This approach was developed because it is necessary to develop a credible and
reliable estimate of market value for this property type or it has been requested by
the client. As discussed previously, the land residual technique 1s the method of
land valuation utilized.

This approach was developed because it is necessary to develep a credible and
reliable estimate of market value for this property type or it has been requested by
the client. In the case of the subject, the cost approach is necessary in the
performance of the land residual technique.

This approach was not developed because there is inadequate market data to
develop a credible value estimate through this approach.

This approach was developed because it is necessary to develop a credible and
reliable estimate of market value for this property type or it has been requested by
the client. In the case of the subject, a partial income capitalization approach is
necessary in the performance of the land residual technique.

The valuation process may include research and analysis performed as part of a
prior assignment, as well as new research performed specifically for this
assignment, and included but was not limited to the following:

1. The problem or nature of assignment was identified.

2. A scope of work was created that lead to credible results that are appropriate
for the appraisal problem, intended user and intended use.

3. Information necessary to complete the assignment was requested and
obtained from the client / property contact.

4. Anarea, city and neighborhood analysis has been performed.

5. Ananalysis of the subject’s physical and economic characteristics has been
performed.

6. Interviews have been performed with property representatives (owners,
property managers or leasing agents), tenants, planrers, assessors, brokers,
investors, developers and other individuals with useful knowledge and
insight on the subject.

7. Knowledgeable market participants have been interviewed on the market
conditions for properties similar to the subject.

8. Anexamination of current zoning codes affecting the property has been
performed.

9. The functional utility of the site and/or improvements has been determined.

10. A detailed examination of the subject’s economic characteristics has been
made to determine the property’s risk profile and economic potential.

12-0300
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490 S. Franklin St. CBJ Ground Lease Assignment Overview

Ownership Information

Current Owner of
Record

Three Year
Transaction History

NO RECENT
ACTIVITY

mptions, Linnting Condi

11. A highest and best use analysis for the property was performed.

12. An analysis of the subject’s ground lease and zoning were performed and
their impact on highest and best use was considered.

13. Extensive research 1o identify transactions involving similar properties was
performed.

14.  An analysis of the subject and available data was performed using commonly
accepted valuation techniques and methodologies.

15. Direct sale comparison is not possible and was not performed.

16. Given the absence of sales, the land residual technique is the most applicable
method of valuation.

17. The income approach was performed to indicate total property net operating
income.

18. The cost approach was performed.

19. A market derived rate of return was applied to depreciated cost to indicate the
net operating income attributable to the improvements.

20. The residual income attributable to the land is capitalized at a market-derived
land capitalization rate to indicate land value.

21. The quantity and quality of available data was considered along with the
applicability of the methodology used, and a reconciliation was performed to
arrive at the final value estimate(s).

1

The subject site is owned by City and Borough of Juneau (CBJ)® and leased to
Goldbelt, Inc. on a long-term basis.

Disclosure and analysis of the subject’s transaction history within the prior three
years is required by USPAP and, if applicable, is presented below.

No transactions involving the subject within the prior three years are known or
have been disclosed. A search of State of Alaska Department of Natural Resource
records indicates that the subject has not changed ownership within the last three
years.

Ons & sSpecial KISk Pactors

Extraordinary assumptions, extraordinary limiting conditions and special risk
factors specitfic to this assignment follow. The value estimate(s) presented in this
report may be amended in the event that the extraordinary assumptions or limiting
conditions are found to be false.

3 Per Department of Natural Resources Records.

12-0300

Lc

C&RMT Page - 8 -




490 S. Franklin St. CBJ Ground Lease Assignment Overview

Hypothetical Conditions

The subject’s ground lease began on January 31% 1995 and has scheduled
incremental adjustments every three years until the lease was amended in
April 2006 and the lease adjustment period was amended. According to
Robert S. Spitzfaden, legal counsel for Goldbelt, Inc., the amendment
changed the next readjustment date to July 1, 2009, indicating the next
available date of adjustment to the lessor is July 1, 2012 and this is the
effective date of appraisal used for analysis purposes. However, it is
understood that an appraisal performed on behalf of the CBJ used an
effective date of valuation of 2011 and the date of adjustment may be in
dispute between the parties. As such, it should be noted, that the market
value estimate of this report would not be impacted if the date of lease
adjustment were found to be an earlier date. Nonetheless, it is an
extraprdinary assumption of this report that the effective date of valuation
is July 1, 2012

A legal opinion relating to the subject’s highes! and best use prepared by
Robert 8. Spitzfaden on behalf of Goldbelt, Inc. is presented in the
Addendum. This legal opinion establishes that, due to the lease language
and conditional use permit in place on the subject site, the only legally
permissible use of the subject site is a tram site and that therefore the
highest and best use of the site for establishing market value/rent is
limited to tram use. While this legal opinion appears reascnable and is
consistent with the appraiser’s judgment, the appraiser is not an attorney
and is not qualified to make a definitive legal finding. Therefore, it is an
extraordinary assumption of this report that the legal opinion set forth by
Mr. Spitzfaden is correct and that, due to the conditional use permit and
lease language, the legally permissible uses of the subject site are
restricted to aerial tramway use, which essentially renders the site as an
uneconomic parcel. While a formal value estimate has not been
completed at this time, it is noted that in absence of the acrial tramway
use restrictions, the subject’s highest and best use would be cruise ship
dependant retail, whose economics would justify a higher value of the
site, assuming that is a legal use.

Hypothetical conditions specific to this assignment are as follow. In the event that
the appraisal was not predicated on the following hypothetical condition(s) the
value estimate(s) and analysis presented in this repert may be impacted.

L.

The subject’s ground lease calls for the subject to be valued as
“unimproved” land and that the appraisal shall not consider any buildings
or structural improvements above or below ground, landscaping or
paving. The subject site is currently improved with an attached dock,
retaining wall, fill, utilities, streets, landscaping, curbs, gutters and
sidewalks. Therefore, the current valuation is based on the hypothetical
condition that the subject is unimproved land.

12-0300
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490 S. Franklin St. CBJ Ground Lease Assignment Overview

Competency of Appraiser

The appraisers have previously performed similar assignments and meet the
competency provision of USPAP. Please refer to the Experience Data presented
in the Addendum for further information on the appraiser’s background and
experience.
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490 8. Franklin St. CBJ Ground Lease Area Data

Area Data

Whereas the nation lost 7.5 million wage and salary jobs from December 2007 to
June 2009 (the official dates of the recession), the Alaskan economy made modest
gains, State economists aftribute this stark result to differences in the structure of
the Alaskan economy. Chief among these differences is Alaska’s large natural
resource base, the lack of a significant manufacturing sector, strong federal
spending, a growing health care industry, and a resilient tourism industry. In
recent years, Alaska has benefited from the rapid growth in developing countries
that has resulted in an undersupply of commodities, placing upward pressure on
prices.

Alaska is highly dependent on the production and price of ¢il, and while
production has steadily decreased from a high in the late 1980s, the price has been
volatile. However, over the last year oil has shown stability above $85 per barrel
and state economists predict the average price for 2012 to be $109.33/barrel. The
preliminary forecast for 2013 is nearly the same at $109.47/barrel. Though the
problem of low production is a concem, current oil prices have provided bountiful
revenue to the state of Alaska at a time when many other states are struggling with
crippling budget deficits. Looking to the future, the state awaits progress in the
development of a proposed natural gas pipeline that would provide a significant
boost to the economy. Beyond o¢il and gas, the state economy is currently
benefitting from a confluence of strong production and high prices for other
natural resources; particularly gold, silver, lead, zinc and fish.

Also buttressing the Alaskan economy is the level of federal spending in the state.
In Y2010, the U.S. government sent a total of $15 billion to Alaska and its
residents. This sum makes Alaska the highest recipient of per capita federal
dollars for the year. While more recent information has yet to be released, state
economists belicve the level of federal spending will remain close te this level for
the near future. In the longer term, the economy is expected to push the federal
govemment to tighten its belt, which will almost surety impact Alaska to some
degree. Meanwhile, job gains in the health care industry have been consistent and
strong for most of the last decade. According to the Alaska Department of Labor,
the health care industry added 1,300 jobs in 2011, and it is expected 1o add
another 800 jobs in 2012. Lastly, after down years in 2009 and 2010, initial
indications are that tourism experienced noticeable improvement in 2011. State
economists expect that the combination of a strengthening naticnal economy and
the addition of several cruise ships to the Alaskan market will provide a boost to
this important industry. Historic employment changes, as well as the forecast for
2012 are presented in the following chart:
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Statewide Forecast for 2012
Employment growth, 2002 to 2012
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*Preliminary
Sourca: Alaska Deparirant of Labor and Workiorce Developmen!, Research and
Analysis Saclion

After the minor losses in 2009 ended 21 straight years of overall job growth,
Alaska pained 1,900 jobs in 2010 and then 5,200 in 2011. Employment gains in
2011 were seen in the educational and health services industry, the service
industry, and natural resource extraction, among others. Federal and state
govermnment were flat, while Jlocal government grew modestly. According to state
economists, Alaska experienced only a mild recession and has significantly
outperformed the nation’s economy as a whole. The outlook for 2012 is
continued job growth of 3,500 jobs (1.2%) with the education and health care
industry leading the way in overall job gains and most other industries growing
slightly or remaining flat. The only sector expected to shrink slightly is federal
govemment employment, by 300 jobs. In summary, the Alaska sconomy is
healthy and is anticipated to remain stable into the foreseeable future with modest
growth anticipated in the short term.

Located on the mainland of Southeast Alaska, the capital city of Juneau is built at
the heart of the Inside Passage along the Gastineau Channel. It lies 900 afr miles
northwest of Seattle, and 600 air miles southeast of Anchorage. Juneau itself can
be divided into three districts. The first district is the Mendenhall Valley, the
location of the Juneau International Airport as well as the retail center for local
residents. The second district is Downtown, which is located approximately seven
miles east of the Mendenhall Valley and is home to the State Capitol Building,
State Courthouse, State Office Building, govemor's house, and most state and
federal offices. The third district is Douglas Island, which is located across
Gastineau Channel to the south of Downtown. The island is a popular residential
area and is developed with numerous small residential neighborhoods along its
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shores.

Approximately 40 percent of Juneau's jobs are provided by federal, state and local
government. Tourism is a significant contributor to the private sector economy
during the summer months. Support services for logging and fish processing
contribute to the Juneau economy as well, and over 300 residents hold commercial
fishing permits. The Kennecott Green's Creek Mine produces gold, silver, lead
and zinc, and is the largest silver mine in North America. In 2010, the Kensington
gold mine came on line, adding a number of jobs to the area. Health care is yet
another significant - and growing - employment source for the area. Per capita
income levels in Juncau are among the highest in the state, while unemployment
is generally stable and lower overall thanks to the influence of the legislative
session during the winter months.

Similar to the state of Alaska as a whole, 2010 marked a return to job growth.
Among industries experiencing gains in 2010 were health care and mining, while
most other sectors - including government - remained relatively steady. Data
released by the Alaska Department of Labor for 2010 indicates that the average
monthly unemployment rate in Juneau was 5.8 percent, which is healthy by
historical standards and well below the national average. Historic employment
changes are presented in the following chart:

Small and Sporadic Changes
Juneau wage and salary employment, 2000 to 2010
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Source: Alaska Dopartrnent of ! abar and Workforce Developmeant, Research and Analysis
Sadlion

As the Alaska state capital, Juneau will continue to be heavily dependent on
government. The city’s economy does continue to diversify gradually over time,
and bright spots have included tourism and mining. Despite the sluggish forestry
industry, Juneau has experienced slow, steady growth over the past ten years.
Most analysts expect government spending to remain relatively stable overall.
Fishing and mining should continue to provide stability for the area, and mining
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actually has the possibility of providing some growth in the private sector. The
potentia