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AXIA File No. 18221-141
August 22, 2014

City of Cottonwood Arizona
c/o Morgan Scott
Development Services Manager
1490 West Mingus Avenue
Cottonwood, Arizona 86326

RE: Appraisal of the 144.98 acre portion of the 209.25 acre Cottonwood Airport property,
located along West Mingus Avenue, Cottonwood, Yavapai County, Arizona 86326.

Dear Mr. Scott:

In accordance with your request, I have inspected and appraised the above-identified property,
which is the subject of the attached Appraisal Report. The purpose of this appraisal is to develop
an opinion of the market value of the subject property. At the request of the client, the interest to
be appraised is fee simple. The intended use of this report is to assist the City of Cottonwood
(COC) in the determination of the appropriate market lease rate for the land underlying the
Cottonwood Airport. It is a hypothetical condition of this assignment that the subject property is
in an unimproved condition as of the date of value. The subject is currently improved with the
Cottonwood Airport and numerous other horizontal and vertical improvements that have been
developed by various entities over the past 31 years. The appraisal is to reflect the subject
property as “raw” land, similar in condition when it was originally leased from the City of
Cottonwood in 1983. The basic assumptions of the assignment is that the subject property has
access available via Mingus Avenue (at the time a two-lane, minimally improved road), the site
was in a generally graded condition (having previously been used for aviation purposes) and had
electric and telephone service available. The site is also assumed not to have publically available
water and sewer services as of the date of value. This hypothetical condition is in line with the
instructions that I was given by the client in laying the foundation with the request from the FAA
(Federal Aviation Administration). The effective date of the appraisal is July 10, 2014, the most
recent date of my inspection. The date of report is August 22, 2014.

This report has been prepared for Mr. Morgan Scott, Development Services Director, City of
Cottonwood. This report is not intended to be used, transferred, or relied upon by any person
other than the client and specifically identified intended users. The intended users of this
appraisal include the client, City of Cottonwood and the FAA (Federal Aviation Administration).
AXIA Real Estate Appraisers and the signatory of this report assume no responsibility to any
party, other than the client and other intended users, who uses or relies on any information in this
report.
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This report has been prepared in conformance the Uniform Standards of Professional Appraisal
Practice (USPAP) promulgated by the Appraisal Standards Board of the Appraisal Foundation,
Arizona Revised Statutes and the Uniform Appraisal Standards for Federal Land Acquisitions
(UASFLA). All information pertinent to the analyses and conclusions is presented in a summary
format. Excluded valuation approaches, if any, are explained and supported.

This report is considered to contain sufficient detail that the client and intended users of the
report should understand it, and that they should deem the data, analysis and conclusions
contained herein to be credible. Any additional information is contained within our file and is
available to the client.

The Scope of Work for this report includes completing an appraisal inspection of the subject,
analyzing Yavapai County and the Cottonwood/Clarkdale area for trends that impact real estate
values, and searching the local and similar rural markets for comparable data. For this analysis I
have completed one of the three approaches to market value: the Sales Comparison Approach. The
market value conclusion resulting from the implementation of this methodology is considered
sufficient to provide credible assignment results. Additional details regarding the scope of work
can be found within the scope of work section of this report.

Based upon the data and discussions contained within the following report, it is my opinion that
the market rent of the property being analyzed, as of July 10, 2014 is as follows:

OPINION OF THE ANNUAL MARKET RENT
OF THE PART VALUED..................................................................................................$69,590

I hereby certify that James S. Bradley, MAI, CCIM, inspected the subject property; that the fee
was not contingent upon the value opinion contained herein; and that I have no interest, present
or prospective, in the property appraised. James S. Bradley researched comparable sales and
wrote the report. Furthermore, I certify that, to the best of my knowledge and belief, all
statements, and opinions contained in this letter are correct, subject to the assumptions,
conditions, special limiting conditions, and certification that are made as part of this letter.

Respectfully submitted,
JAMES S. BRADLEY, MAI, CCIM
President - AXIA Real Estate Appraisers
Certified General Real Estate Appraiser,
Arizona Certifícate: 30432
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PURPOSE,
INTENDED USE, AND INTENDED USERS

The purpose of this appraisal is to develop an opinion of the market lease of the subject property,
a portion of the Cottonwood Airport property. The intended use of this report is to assist the City
of Cottonwood (COC) in the determination of the appropriate lease rate for the land underlying
the Cottonwood Airport. It is a hypothetical condition of this assignment that the subject
property is in an unimproved condition as of the date of value. The subject is currently improved
with the Cottonwood Airport and numerous other horizontal and vertical improvements that have
been developed by various entities over the past 31 years. The appraisal is to reflect the subject
property as “raw” land, similar in condition when it was originally leased from the City of
Cottonwood in 1983. The basic assumptions of the assignment is that the subject property has
access available via Mingus Avenue (at the time a two-lane, minimally improved road), the site
was in a generally graded condition (having previously been used for aviation purposes) and had
electric and telephone service available. The site is also assumed not to have publically available
water and sewer services as of the date of value. This hypothetical condition is in line with the
instructions that I was given by the client in laying the foundation with the request from the FAA
(Federal Aviation Administration) for this analysis.

The intended users of this appraisal include the client; City of Cottonwood and the FAA
(Federal Aviation Administration). AXIA Real Estate Appraisers and the signatory of this report
assume no responsibility to any party, other than the client and other intended users, who use or
rely on any information in this report.

EFFECTIVE DATE OF THE APPRAISAL

The effective date of the appraisal is July 10, 2014, the most recent date of my inspection. The
date of report is August 22, 2014.

DEFINITION OF MARKET VALUE

Market Value defined in the 2000 Uniform Appraisal Standards for Federal Land Acquisition is:

Market value is the amount in cash, or on terms reasonably equivalent to cash, for
which in all probability the property would have sold on the effective date of the
appraisal, after a reasonable exposure time on the open competitive  market, from a
willing and reasonably knowledgeable seller to a willing and reasonably knowledgeable
buyer, with neither acting under any compulsion to buy or sell, giving due consideration
to all available economic uses of the property at the time of the appraisal.
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DEFINITION OF MARKET RENT

Market rent is hereby defined as:

The rent that the tenant would pay to obtain the leasehold interest in a property. Similar
to market value, it is based upon the amount in cash for which in all probability the
property would lease for on the effective date of the appraisal, based upon typical
market lease terms, after a reasonable exposure time on the open market, from a willing
and reasonably knowledgeable landlord to a willing and reasonably knowledgeable
tenant, with neither acting under any compulsion to lease, given due consideration of all
available economic uses of the property at the time of the appraisal.

OWNERSHIP HISTORY

The larger 209.25 acre subject property is under the ownership of the City of Cottonwood. On
May 5, 1983 the 144.98 acres that comprise the subject property were leased to Cottonwood
Airpark, Inc. A copy of the lease is contained within the addendum of this report. Refer to this
document for details concerning the lease that encumbers the subject. The initial term of the
lease (Page 5) is 25 or 50 years, varying depending upon the designated use of the property.
There are lease options that would extend the lease out to 100 years. The established lease rate
for the property is set at $125 per acre per year, level through the remainder of the lease term and
lease extensions. This would equate to an annual lease rate of $18,122.50 (144.98 acres X
$125/Acre). Since 1983 the tenant has improved many parts of the subject property with
horizontal improvements (roads, utilities, etc.) and vertical improvements which reflect primarily
industrial uses. At the specific request of the client, this report analyzes the fee simple interest in
the property although it is currently leased. The subject property is governmentally owned and is
currently not listed for sale in the market.

DATE OF INSPECTION

The subject property was most recently inspected on July 10, 2014 at about 9 AM. On this date,
Mr. Bradley documented and photographed the physical characteristics of the subject property
and surrounding neighborhood.

INTEREST TO BE APPRAISED

The subject property reflects the underlying land only and does not take into consideration the
encumbering lease or the improvements (both horizontal and vertical) on the property. At the
specific request of the client, the interest appraised is that interest arising from fee simple
ownership. Fee simple ownership can be defined as “Absolute ownership unencumbered by any
other interest or estate, subject only to the limitations imposed by the governmental powers of
taxation, eminent domain, police power, and escheat”1.

1 The Dictionary of Real Estate Appraisal, 4th Edition, published by the Appraisal Institute
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EXPOSURE PERIOD

According to the Statement on Appraisal Standards No. 6 (SMT-6), from the Uniform Standards of
Appraisal Practice and the Appraisal Standards Board, exposure time may be defined as follows:

The estimated length of time the property interest being appraised would have
been offered on the market prior to the hypothetical consummation of a sale at
market value on the effective date of the appraisal; a retrospective estimate based
on an analysis of past events assuming a competitive and open market.

The exposure period for the marketing of the subject depends on many factors including current
market conditions and the factors of supply and demand. Pricing and competent professional
marketing are two very important factors. When every effort is made to market the property in
earnest, the exposure period for this type of property could be twelve months or less. Thus, the
opinion of market value assumes that the subject property has been exposed to the market or offered
for sale for 24 months or less if priced at no more or less than 10 percent of the appraised value.
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SCOPE OF THE APPRAISAL

The firm of AXIA Real Estate Appraisers has been asked by Mr. Morgan Scott, Development
Services Manager of the City of Cottonwood, to develop an opinion of the market rent for the
144.98 acre portion of the 209.25 acre Cottonwood Airport property.

In order to evaluate the subject, relevant data has been gathered and analyzed. Data gathered for
appraisals are of two types: general and property specific. General data include information on
social, economic, governmental, and environmental trends and conditions affecting the subject
property. Each of these items has an impact on property value and the study of these forces
enables the appraiser to identify the underlying causes of change in property values and what
future market expectations might be. The geographic extent of our search for general market
information included the areas surrounding the subject property. Property specific information
includes data about the subject site, tax information and zoning classifications.

Property specific information was obtained from the Yavapai County Assessor's Office as well
as inspections and discussions with parties familiar with the subject site and the surrounding
neighborhood. Additionally, I performed an appraisal inspection2 of the property as well as
reviewed aerial photographs. The general and specific data form the basis for the conclusions
with respect to the highest and best use of the subject.

Comparable information was obtained from sources including the Yavapai County Assessor's
Office, CoStar, Loopnet, the Multiple Listing Service (MLS), and interviews with
knowledgeable real estate brokers and other market participants such as Tom Sirkin, John D.
Miller broker, Mike Warrant broker, Rick Rosenzweig and Jennifer Graham. The information
contained in this report is considered to provide a well-supported conclusion as to the subject's
market value as of the date of value.

Sources of general market information included government publications, census data, local
newspapers, and other public and private organizations. Real estate oriented market information
was abstracted from knowledgeable real estate agents, brokers, developers, and public officials
in the area.

2 An appraisal inspection does not constitute a building inspection. An appraiser is neither trained nor capable of
conducting a thorough inspection of structural and mechanical aspects of a property. An appraiser will visually
inspect accessible areas of the improvements for any obvious defects and will note finishes and building layout. We
did not inspect the building structure, roof, or mechanical systems and have assumed that these are in working
condition. The appraisers make no guarantees about the structural integrity of the property and assume no adverse
conditions are present. If the client requires a more detailed inspection, a consultation by a qualified building
inspector is recommended.



18221-141 AXIA REAL ESTATE APPRAISERS Page 6

The subject component of this analysis is assumed to reflect raw, vacant land. Therefore, the
Cost and Income Approach to value were not applicable as these approaches are primarily
utilized for improved properties. The Sales Comparison Approach was considered to represent
the most applicable valuation approach.

Sales Comparison Approach – The process of deriving a value indication for the subject
property by comparing similar properties that have recently sold with the property being
appraised, identifying appropriate units of comparison, and making adjustments to the sale prices
(or unit prices, as appropriate) of the comparable properties, based on relevant, market-derived
elements of comparison.  The principal of substitution is fundamental to this approach.

The Sales Comparison Approach utilizes sales of similar properties to indicate a probable value for
the subject property.  Valuation is typically accomplished using physical units of comparison such
as price per square foot, price per unit, etc., or economic units of comparison such as gross rent
multiplier.  Adjustments are applied to the physical units of comparison derived from the
comparable sales.  The unit of comparison chosen for the subject is then used to determine a total
value.  Economic units of comparison are not generally adjusted, but rather analyzed as to relevant
differences with the final opinion derived based on the general comparisons.  The reliability of this
approach is dependent upon (a) the availability of comparable sales data; (b) the verification of the
sales data; (c) the degree of comparability; and (d) the absence of atypical conditions affecting the
sales price.

For this appraisal assignment, an adequate quality and quantity of sales were available to provide
reasonable support for the value for the subject land. This scope of work is sufficient to develop
credible assignment results. Once the land value has been determined, I will then convert that
opinion into an opinion of the subject’s market rent (land only in raw condition).
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VALUATION METHODOLOGY

When preparing an appraisal such as this it is imperative that the appraiser establish the
appropriate methodology and to determine the larger property first. For this analysis the “Whole”
property is considered to be comprised of the 209.25 acre site that is currently improved with the
Cottonwood Airport. The Whole typically consists of a property or properties that have a unity of
ownership, contiguity, and unity of use. In some instances, the part being appraised has utility in
and of itself and is considered to be the Whole. In other instances, the part being appraised is
determined to be part of a larger Whole. My analysis has determined that the subject 144.98
acres is part of the Whole without any separate utility.

“Understanding the concept of the larger parcel is vital in appraisal because the
appraiser cannot determine the highest and best use of a property until a
conclusion as to the larger parcel is reached. The larger parcel may be all of one
parcel, part of a parcel, or several parcels, depending to varying degrees on unity
of ownership, unity of use and contiguity."3

In this analysis the Whole must be appraised, with the highest and best use and the resulting
indication of market value assuming no influence from the project that has brought about the
necessity for the Acquisition. The value of the area of the part being valued is then calculated as
a pro rata portion of the Whole on a value per unit basis such as price per acre.

Unity of Ownership: The larger subject property containing 209.25 acres is owned by the City
of Cottonwood. This parcel, which includes the subject site, represents a clear unity of
ownership.

Contiguity: As shown on the accompanying exhibits the larger property is contiguous.

Unity of Use: The larger subject property includes the Cottonwood Airport and numerous
industrial uses. As noted, this valuation is premised upon the subject reflecting “raw” land,
similar to its condition as of the initial land lease in May 1983. Since the subject is assumed to be
vacant and in a “raw” condition, it is considered to have a unity of use (whole property).

Given that the 209.25 acre larger site has a unity of title with the subject, is contiguous and has
the same use (investment), the whole is considered to be the total Cottonwood Airport property.

Research indicates that similarly located properties are being acquired for investment, with
relatively near term development a possibility. Overall, investment or near term residential
development is considered to reflect the most likely use.

As this parcel is considered to have a unity of use, and has been established to have a unity of
ownership and contiguity, it is reasonable to conclude that the larger parcel as described above
represents the larger parcel, or Whole, from which the part being valued will be identified. The
larger parcel, or Whole, is the subject of the following analysis.

3 Real Estate Valuation in Litigation, 2nd ed., 1995, page 76
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AREA OVERVIEW

The purpose of this section of the report is to identify and analyze the social, economic,
governmental, and environmental forces that can influence property values in the vicinity of the
subject. The primary area of influence is the neighborhood, defined as a group of complimentary
land uses; a residential neighborhood may contain residential uses along with ancillary
commercial uses that provide services for the residents. A district, on the other hand, has one
predominate land use such as apartments, commercial, industrial, or agricultural.

ARIZONA

Arizona is in the southwestern area of the United States within the Sunbelt Region and ranks sixth
in the nation in terms of size with 113,417 square miles. The state can be divided into three
geographical areas, each with its own distinct topography and climate. The northeastern portion of
the state is a high plateau, which tends to be cool and dry. Most of this area is within the boundaries
of the Navajo Nation, the largest Native American reservation in the United States. The
mountainous region, extending diagonally across the state from northwest to southeast, offers cool
summertime temperatures and winter sports opportunities, attracting visitors to this area year round.
The remaining half of the state, south and west of the mountainous region, consists of desert valleys
divided by low desert mountain ranges and is home to most of the state's population; about 80
percent of the state population resides in the Tucson and Phoenix metropolitan areas.

Between 1980 and 1990, Arizona was the third fastest growing state, with a population increase of
almost 35 percent. According to the 2000 census, approximately 5,130,000 people resided in the
State, up from 3,665,000 in 1990, reflecting an increase of about 40 percent, or a 4.0 percent annual
rate. Estimates by the US Census indicate continued population growth with a 2010 population of
over 6.6 million, which indicates an annual growth of 3.8 percent.

The state also ranked third in job growth for the same period with a gain of 47 percent, twice the
national average. Employment is fairly diversified with professional and business services
accounting for 14 percent of total non-farm employment, followed by government with 13 percent,
retail with 12 percent, health care with 10 percent, construction with 8 percent, and manufacturing
with 6 percent. During 2008, job growth in the State was greatly reduced, with a rise in
unemployment throughout much of 2008 and 2009 that persisted through early 2010 before
beginning a downward trend that continues as of the effective date of this report. According to the
U.S. Bureau of Labor Statistics, most recent state unemployment is at 8.2% as of September of
2012, down from its high of 10.8% in March of 2010 and from 9.4% in the same month of 2011.
However, the most recent rate does indicate a significant increase from 3.5% in April through July
of 2007, which represented a twenty year low in the state’s unemployment rate.

There are early indications throughout the State of Arizona that both the residential and
commercial real estate markets have generally bottomed out. Both sectors of the market are now
showing slight tendencies of improvement. Our observations are that there is a good probability
that the recessionary cycle we have been experiencing in the state over the past half-decade is at
the beginning stage of a rebound.
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SUBJECT

SUBJECT
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YAVAPAI COUNTY OVERVIEW

The subject is located within Yavapai County, in the community of Cottonwood. The County
Seat for Yavapai County is Prescott, located about 45 miles southwest of Cottonwood along
State Highway 89A. The following discussions will primarily focus on Yavapai County as a
whole, due to the rural nature of the area.

The County was originally 65,000 square miles and was called the “Mother of Counties” because
Apache, Coconino, Gila, Maricopa and Navajo Counties were later formed from it. The
territorial government was also born in Yavapai County, the capital being originally located in
the City of Prescott.

As with much of the southwest, the history of the area predates the formation of the Arizona
Territory and of the County. Pre-historic Indian artifacts can be found in ancient Indian Pueblos
and mounds throughout the area. The greatest concentration of artifacts was found in the Verde
Valley where the Sinagua Indians arrived around 500 A.D. and created dwellings at Tuzigoot
and Montezuma's Castle.

Spanish explorers also traveled through Yavapai County. Antonio de Espejo visited the Chino
Valley area in 1581, Juan de Onate explored the area in 1604 and Friar Francis Garces visited in
1776. The California "49ers" crossed the northern part of the County in 1849 on their way to the
California gold rush and after the Civil War there was a marked influx of Southerners into the
territory.

With an area of 8,125 square miles, Yavapai County is larger than Connecticut, Delaware, Rhode
Island and New Jersey and approximately the same size as Massachusetts. The terrain of the
County varies from an elevation of 1,900 feet at its desert low to just under 8,000 feet at its
mountain peaks. The diverse terrain includes grasslands, picturesque rock formations, high desert
streams and mountain valleys. The major vegetation types in the area are grasslands, pinion-
juniper forest, chaparral, desert grassland and desert scrub. The climate varies from Sonora
Desert in the lower elevations to mid-Canada at the higher elevations. The diurnal temperature
variation throughout the year is about 35 degrees.

Yavapai County lies in the center of a 100-mile strip of Ponderosa pine forest that crosses the
state from the northwest comer to the eastern boundary. The Prescott National Forest, as well as
portions of the Coconino and Tonto National Forests, is within the Yavapai County boundaries.

The county is bisected by Interstate 17, which extends from Phoenix and Interstate 10, north, to
Flagstaff and Interstate 40. Several state highways, including State Routes 89, 69, 87, and 260,
provide access between communities in the county.
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About 38 percent of the land in the county, including the Prescott, Tonto, and Coconino National
Forests is owned by the US Forest Service. Less than 0.5 percent is held in trust as Indian
reservations. There are three Indian reservations located in the County - the Yavapai-Prescott
Indian Reservation, the Clarkdale and the Camp Verde Indian Reservations. The State of
Arizona and individuals or corporations each own about 25 percent, and 12 percent is owned by
the Bureau of Land Management.

There are medical centers in Prescott and Cottonwood along with a Veteran’s Hospital in
Prescott.

The population has been expanding rapidly since 1990 with an increase of over 120,000.
Following is a summary of population increases for incorporated communities in the county:

Population Increases

Yavapai County had experienced a boom period with a rapid increase in population growth
between 1990 and 2007. The housing boom between 2004 and 2006 brought many new residents
and investors to the area and Yavapai County was one of the fastest growing counties in Arizona.
However, as the economy began to decline, the large influx of investing and speculative
development gave way to a surplus of housing and commercial property in the area.  Previous
investments with near-term development horizons were no longer viable to pursue and land sales
in the area have declined significantly over the past several years. According to discussions with
brokers in the area, Prescott has seen the greatest decline in sales and development, whereas the
outlying towns have not suffered as much. This is largely attributable to its faster rate of growth
during the housing boom, resulting in an even greater surplus of properties when the market
shifted. The median price for detached residential housing in 2011 was $243,729 for Yavapai
County.

Over the past year, unemployment in Yavapai County has ranged from 9.7% in September of
2011 to 7.9% in April of 2012. Most recent data – November 2012 – indicates the county’s
current unemployment rate is 7.9%. This is generally in line with the state average of 7.8%. The
unemployment data suggests an improvement in the economy is slow but ongoing as the
unemployment rate has dropped significantly from its high of 12.1% in January of 2010.

The largest employment category in the county is Government with 12,800 jobs. This is followed
by Trade, Transportation, and Utilities with 12,600 jobs, Education & Health Services (10,100),

Ann Ann
Community 1990 2000 Chg 2010 Chg
Arizona 3,665,339 5,130,632 4.0% 6,392,017 2.7%
Yavapai County 107,714 167,517 5.6% 211,033 2.9%
Prescott 26,592 33,938 2.8% 39,843 1.9%
Prescott Valley 8,904 23,535 16.4% 38,882 7.2%
Chino Valley 4,837 7,835 6.2% 10,817 4.2%
Camp Verde 6,243 9,451 5.1% 10,873 1.7%
Cottonwood 5,918 9,179 5.5% 11,265 2.5%
Sedona 7,720 10,192 3.2% 10,031 -0.2%
Clarkdale 2,144 3,422 6.0% 4,097 2.2%
Jerome 403 329 -1.8% 444 3.9%
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Leisure & Hospitality (8,400), and Mining and Construction (8,300). Manufacturing accounts for
about 3,100 jobs, or three percent of employment.

In summary, the Yavapai County area has seen significant increases in population growth over
the past 20 years and, although currently in a period of correction, it should continue to have a
strong rate of growth well into the future as retirees and others relocate to the area. As
populations continue to increase within the individual communities, the industrial and
commercial sectors of the marketplace will also see increased development, as demand warrants.
Overall, the Yavapai County area is considered to have a long-term positive impact upon the
subject.

CITY OF COTTONWOOD

Cottonwood is located in the Verde Valley about 40 miles southwest of Flagstaff and 16 miles
southwest of Sedona. It is situated at an elevation of 3,300 feet. Cottonwood is bordered on the
South, East and West by high mountains, and on the North by mesas and buttes. The city attracts
residents due to its blend of rural atmosphere and urban amenities. Cottonwood had an estimated
population of about 11,279 residents in 2012, nearly double the 5,918 people that lived in the
area in 1990. The median household income for Cottonwood was $32,642 in 2011, which is
lower than the state of Arizona of $46,709, and showing an increase from $27,444 in 2000.

The first permanent settlers in Cottonwood arrived in the area in 1875. The Verde River, which
flows through the valley and the area’s fertile soil drew more settlers to the area. In the early
1900s, copper mining boomed on Mingus Mountain, above the Verde Valley, drawing miners

SUBJECT
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from many different countries and cultures, establishing a mining camp later named Jerome,
Arizona, which is located only 8 miles southwest of Cottonwood. The mines eventually
diminished leaving Jerome almost deserted, to be later repopulated. Outside Jerome, the Verde
Valley grew and thrived.

As shown on the following table, residential sales in Cottonwood from 2008 through 2010 were
at moderate levels with approximately 100 to 150 home sales per quarter. This period however
shows a significant decrease in median price from $175,000 to $100,000. In 2011 and the first
three quarters of 2012, residential sales rebounded with 250-350 sales per quarter, and the
median price stabilized ranging from about $100,000 to $120,000. From the 4th quarter of 2012
to the 4th quarter of 2013, the number of sales dropped significantly to about 125 sales per
quarter, although the median price increased slightly. This is indicative of a stabilization of the
residential market in the subject area.
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Cottonwood is one of several municipalities in Yavapai County. The distinctive scenery and
natural beauty of the Verde Valley attracts millions of visitors each year. Tourism is one of the
leading industries in the Cottonwood area, with visitors coming to see ruins of Native American
dwellings at Tuzigoot National Monument and Montezuma Castle National Monument, as well
as the famous red rocks of Sedona, the artists’ colony in historic Jerome, and various local fairs
and festivals. Nearby national forests, state parks, national monuments and wilderness areas also
attract hundreds of thousands of tourists each year. Many visit Cottonwood because of its
proximity to these attractions.

The local wine industry has grown over the past several years and represents a significant source
of tourism for the area. The Verde Valley Wine Trail connects four wineries and six tasting
rooms surrounding the communities of Cottonwood, Jerome, Clarkdale, Camp Verde and
Sedona. Over the past two years, four tasting rooms have been established along the portion of
Main Street that constitutes Old Town Cottonwood, a stretch of less than half-mile. This has
transformed this area into a growing tourist destination, with new fine-dining restaurants, bars
and a boutique hotel having also been constructed as a result of this resurgence of the historic
Old Town area.

Cottonwood is the retail and services center for the Verde Valley and includes a wide variety of
retail establishments, professional services and manufacturing concerns. These shops range from
quaint stores located in the Old Town area to large, modern shopping centers.

Verde Valley Medical Center is considered to be one of the finest diagnostic and treatment
centers in Northern Arizona. In 1999, the center witnessed the completion of a $25 million
expansion; the 99-bed hospital now counts more than 600 professional and support staff, as well
as 67 physicians representing 17 medical specialties. Other major employers include Griffith
Enterprises, CenturyLink, and Wal-Mart, while the neighboring city of Clarkdale is home to
Phoenix Cement Company, Mold-in Graphics, and CIT, amongst others.

Overall, the subject’s location in the Cottonwood and Yavapai County area is considered to have
a long-term positive impact upon the subject property. Although it is currently in a period of
slow to stable growth due to the overall economic conditions, the long-term outlook for the area
remains positive.
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SUBJECT
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SITE DESCRIPTION

The following information was obtained from physical inspections of the parcel, available public
records, information provided by the client and the property owner’s representative, and from
interviews with representatives from applicable utility suppliers and municipal departments. All
of the information derived from the above noted sources is believed to be correct and reliable.
Where available, supporting documentation and exhibits are included.

Location: The larger subject property is located along West Mingus Avenue,
about ¼ mile west of Main Street (Highway 89A), City of
Cottonwood, Yavapai County, Arizona. The larger subject
(Cottonwood Airport) has a physical address of 1001 West Mingus
Avenue, Cottonwood, Arizona 86326.

SUBJECT
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Legal Description: Following is a survey of the larger subject property.

Site Size: According to information provided by the client the larger subject
property contains 209.25 gross acres. The larger site area of 209.25
is considered reliable and has been used in this analysis.

Site Shape: The larger site is irregular in shape. This reflects the layout of the
main airport and runway. The shape is not considered to impact its
utility or marketability.

Seismic Zone: The subject is situated in Seismic Zone 2B, reflecting a low to
moderate risk of seismic activity that could realistically impact the
subject improvements.

Condition/Topography: The site is presently improved with the Cottonwood Airport and
other horizontal and vertical improvements. As noted, the subject
property is being appraised as if vacant and in a “raw” condition.
The larger property slopes downward from the west to east. The
central section of the property (runway area) is level having been
graded for use of the runway in the 1940s. The eastern portion of
the site is below grade with the runway, while the western portion
is above grade. Drainage appears to be adequate.

Utilities: This analysis is premised upon the subject being in essentially the
same condition when it was leased in May 1983. My discussions
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with the client indicated that at that date the subject property was
not served by municipal utilities (water or sewer). The only
utilities that were available to the property were electricity and
phone.

Frontage, Arterials
And Access: The site has frontage along West Mingus Road. In 1983 this

roadway was reported to be a minimally improved roadway that
was maintained by the City of Cottonwood. West Mingus Road
reflects a two-lane, asphalt paved roadway that connects the
subject property to Highway 89A about ¼ mile to the east. The
larger subject has frontage and access along both sides of West
Mingus Road.

Traffic Counts: None available.

Flood Condition: According to the most recent flood insurance rate map (FIRM), the
site is located within Zone X, an area determined to be outside the
0.2% annual chance flood (500-year flood plain). The subject is
depicted on the FEMA FIRM 04005C1760, dated September 3,
2010.

Soils/Subsoils: A soil survey was not provided. During the inspection, no
conditions indicative of a potential soil or subsoil problem was
apparent. This appraisal assumes soil conditions suitable for
development. Should any questions arise as to the suitability of the
soil, a soils sample analysis can be obtained by a qualified
company. The property owner did not indicate any soils problems
during his interview.

Environmental: An environmental assessment of the property was not provided for
this assignment. During my physical inspection of the property, no
apparent items of environmental concern were noted. If this
remains an area of concern for the client, a Phase I Environmental
Survey by a qualified environmental specialist is recommended.
This report assumes that no environmental concerns are present

Subject
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that would prevent the site from being put to its highest and best
use.

Easements: I was not provided a title report for the subject property. Based on
the physical inspection of the site, no readily observable easements
that would limit the site from being developed to its highest and
best use, as if vacant, were revealed.

Surrounding Land Uses: Surrounding uses are a primarily industrial and commercial uses to
the northeast, residential uses to the southeast, residential uses to
the northwest, vacant land to the west and residential uses to the
south.

Municipal Services: The property is located within the incorporated boundaries of the
City of Cottonwood. Police and fire protection are provided by the
City of Cottonwood.

Zoning: The subject site is zoned I-2 (Industrial) by the Cottonwood
County Zoning Code. This zone is intended to designate areas of
the city for industrial uses.

Subject
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Tax Data: The subject property is identified by the Yavapai County Assessor
under the following tax code numbers. Since the subject is owned
by the City of Cottonwood, a governmental agency, it pays no real
estate taxes.

Description of
Improvements: This analysis assumes that the larger subject is not improved. This

is contrary to the actual condition of the subject which is improved
with the Cottonwood Airport and various other horizontal and
vertical improvements. This analysis does not take into
consideration of the improvements but analyzes the subject in its
“raw” condition, essentially the same as when it was leased in May
1983.

Larger Site Summary: The larger subject parcel contains 209.25 gross acres of land. The
property does not appear to be adversely impacted by any apparent
physical factor. The subject is zoned to allow for industrial uses.
My analysis would indicate that the larger subject is legally and
physically able to be developed with industrially oriented uses
when there is sufficient demand.

APN

406-08-002E
406-08-002F
406-08-002N
406-08-002P
406-08-002Q
406-08-016
406-08-029
406-08-030
406-08-031
406-08-032
406-08-033
406-08-034
406-08-035
406-08-036
406-08-037
406-08-038
406-08-039
406-08-040
406-08-041
406-08-042
406-08-055
406-08-056
406-08-057
406-08-058
406-08-059
406-08-060
406-08-061
406-08-062
406-08-063
406-08-064
406-08-065
406-08-066
406-08-067
406-08-108
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Subject Property: As noted, the subject reflects a portion of the larger 209.25 gross
acre airport property. The following exhibit reflects the subject
property. Only those factors that impact the subject differently than
the larger property will be discussed as follows.
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The subject property reflects the area that is not identified as an
Exception on the prior exhibit. There are four exceptions for the
main runway (A), the area west of Mingus Road (B), a very small
portion of the north end of the property (C) and Mingus Road (D).

Site Size: The subject property contains 144.98 gross acres. This area is
assumed to be correct and reliable for use in this report.

Shape: The subject site is segmented in two. The subject reflects a large
parcel of land sited to the west of the runway and east of Mingus
Road. I also include a long strip of land located along the east side
of the runway. The subject is essentially separated by the airport
runway. The subject’s shape, especially the eastern portion, is
considered to impact upon its development potential. The western
portion of the subject is more normally shaped, with no impact
considered on its ultimate highest and best use.

Subject Site Summary: The subject is comprised of the majority of the larger property. The
subject is segmented into two parcels by the airport runway. The
western portion is reasonably shaped and is sufficient in size to
allow for most types of development in conformance with the
existing I-2 industrial zoning. The eastern portion is long and
narrow. This portion of the subject is considered to be adversely
impacted by its shape. Combined, these two parcels reflects all of
the available land for private development around the Cottonwood
Airport. See following exhibit for general lay out of subject.
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SUBJECT PHOTOGRAPHS
Top photo: View of entry sign to airport

Bottom photo: View looking southeast across larger property from Mingus Avenue

SUBJECT PHOTOGRAPHS
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Top photo: View looking northeast across the subject (west portion).
Bottom photo: View looking northwest across runway.
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SUBJECT PHOTOGRAPHS
Top photo: View of improvements on west portion of the subject.

Bottom photo: West portion of the subject looking south from Mingus Avenue.
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HIGHEST AND BEST USE

Highest and Best Use is the basic premise of value and, as such, reflects an appraiser’s opinion
based upon an analysis of prevailing market occurrences.  The subject is comprised of both the
site and improvements.  As the use of land can be limited by the presence of improvements,
highest and best use is typically analyzed individually, for the land as though vacant and the
property as improved.

According to The Appraisal of Real Estate; Fourteenth Edition, published by the Appraisal
Institute, highest and best use is defined as:

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

The purpose of estimating the highest and best use of the subject site, as though vacant, is to
identify the uses that cause the site to have value. The use of the subject site found to be legally
permissible, physically possible, appropriately supported, financially feasible, and that results in
the highest present land value is considered to be the highest and best use of the site, as if vacant.
The purpose of estimating the highest and best use of the property, as improved, is to identify the
use of the property that is expected to produce the highest overall return per dollar invested.

Highest and Best Use and Market Analysis, and Highest and Best Use and Feasibility Analysis
are interrelated. Market and Feasibility Analyses are tools utilized in determining the highest and
best use of a specific property.

In estimating the highest and best use of land, as if vacant, or a property as improved, there are
essentially four stages of analysis:

1) Legally permissible uses - the uses of the subject that are permitted by zoning,
existing leases, and/or deed restrictions;

2) Physically possible uses - the uses of the subject that are physically possible;

3) Financially feasible uses - the uses of the subject that are possible and permissible
and that will produce a net return to the owner of the land; and

4) Maximally productive use - the use of the subject site among the feasible uses that
produces the highest net return to the subject. This use is essentially the Highest
and Best Use of the subject.

The stages of Highest and Best Use analysis have been applied to the larger subject. Following is
a discussion of the estimated Highest and Best Use of the site, as though vacant.



18221-141 AXIA REAL ESTATE APPRAISERS Page 27

Larger Parcel:

Legally Permissible: The subject site is zoned I-2 (Industrial) by the City of Cottonwood
Zoning Code. This zone is intended to designate areas of the City for industrial uses and reflects
the larger area in Cottonwood that is designated for this type of use.

Physically Possible: The larger subject property is located along both side of West Mingus
Avenue, about ¼ mile west of Main Street (Highway 89A). Mingus Avenue is a two lane,
asphalt paved roadway. The site is irregular in shape and is impacted by its slope. According to
data provided by the client, the larger the site is comprised of 209.25 gross acres.

Utilities that are assumed to be available to the subject are electric and phone. This report
assumes that public utilities (water and sewer) are not available to the site. I was not provided a
title report for the subject property. Based on the physical inspection of the larger site, no readily
observable easements that would limit the site from being developed to its highest and best use
were revealed. According to the most recent flood insurance rate map (FIRM), the site is located
within Zone X, an area determined to be outside the 0.2% annual chance flood (500-year flood
plain).

Overall, physically the larger subject property is considered to be developable with no factors
that would preclude its development.

Financially Feasible/Maximally Productive: Overall, the legally permissible and physically
possible uses are considered to be limited to industrial development or investment.

Research indicates that there is slow market for vacant parcels available for industrial uses, and
demand for these properties has remained relatively stable. It is noted however that given the size
of the larger property at 209.25 gross acres there is not considered to be demand for the subject
to be developed, as if raw. The market would only support possibly portions of the larger
property being in demand for development. My analysis would indicate that with the subject
property being analyzed in its raw and undeveloped condition in the current market, its highest
and best use is considered to be for investment.

Subject Parcel:

Legally Permissible: See above, industrial.

Physically Possible: The subject contains a total of 144.98 gross acres of land area. The subject
is physically divided into two parcels by the airport runway. The west portion is not considered
to have any factor that would adversely impact upon its development. The east portion is
considered to be impacted by its irregular shape.

Financially Feasible/Maximally Productive: Since the subject is being analyzed in a “raw”
condition, with no public utilities in place (water and sewer), the subject could not be developed.
As such, its highest and best use is also considered to be for investment.
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VALUATION

The Sales Comparison Approach to value considers recent sales and listings of similar vacant
comparable properties. This approach has been utilized to develop an opinion of the market
value of the larger parcel, or Whole, from which the part being valued will be obtained. The
technique is an application of the economic principle of substitution that affirms that when a
property can be replaced, its value tends to be set by the cost of acquisition of an equally
desirable substitute property that can be acquired without undue or costly delay.

As noted in the Scope of the Appraisal section of this report, a great deal of research of land sales
that may be considered similar as compared to the subject has been conducted in the course of
this assignment. The land market has been very slow over the past few years, so my research had
to expand out of the Cottonwood/Clarkdale area to other rural areas around the state. Of the sales
discovered, the sales data contained herein are considered to reflect the best available
information with which to derive a reliable opinion of value for the subject land (as if vacant and
unimproved).

The following tabulation, map, and data sheets summarize the transactions analyzed.

Comp Sales Sales Gross Land Price Per
No. Date Location City Price Size (acre) Gross Acre Zoning
1 Mar-11 NE Old Hwy 80 & Watermelon Rd Gila Bend, AZ 2,006,180$ 241.7 $8,300 PC
2 Jun-11 8020 W Davenport Ranch Rd - Cochise 3600 Willcox, AZ 2,005,525$ 802.2 $2,500 RU-4
3 Mar-12 SE US 60 & Dromedary Peak Rd Superior, AZ 2,400,000$ 640.0 $3,750 GR
4 Jul-12 Pass Canyon & Coyote Pass Rd Bullhead City, AZ 235,000$ 141.5 $1,661 RU-43
5 Sep-12 NW Sunshine Rd at Randolph Rd - Verona Coolidge, AZ 1,365,000$ 340.8 $4,006 PAD, AG, I-1
6 Nov-12 NW Bartlett Rd & 5th St Coolidge, AZ 749,691$ 150.5 $4,982 PAD
7 Nov-13 NW Watermelon Rd & Gila Blvd Gila Bend, AZ 4,020,000$ 671.5 $5,987 RU-43
8 Feb-14 E Laredo Dr. & Canyon Rd - Rio Brisas Bullhead City, AZ 670,000$ 173.3 $3,867 RIL-PAD
9 Apr-14 E2 Sec 24, T7M, R9W Aguila, AZ 1,585,000$ 317.0 $5,000 R1-43

Subject Jul-14 1001 W Mingus Ave Cottonwood, AZ 209.25 I-2

Comparable Land Sales
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A difference in one of the numerous factors that can influence pricing may deem comparable
sales superior, inferior, or similar to the subject site. The abstraction of specific adjustments
using "matched paired" sales was considered, yet the comparables typically do not provide
enough data to accurately complete this type of analysis. Instead, the comparables have been
subjectively adjusted for those factors that are considered relevant in the current market. The
adjustments are reflected as percentages that provide the reader insight into the weight given
each of the adjustments. The price per acre will be the base unit of comparison in this analysis.
This is simply the sales price for the total property divided by the total acreage of the site.

1 & 7
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12

11

10

9

5 & 6

4 & 8

3

2
2
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COMPARABLE LAND SALE ONE

LOCATION: East side of Highway 80 at Waterman Road, Gila Bend,
Maricopa County, Arizona

TAX CODE NUMBERS: 402-03-001B, 002B & 003D

SALE DATE: March 18, 2011

RECORDS: 0234634

OWNERSHIP HISTORY: No prior sales within the previous three years.

SELLER: Sonoran Trails, L.L.C.

BUYER: Arizona Public Service Company

SALES PRICE: $2,006,180

SALES PRICE PER ACRE: $8,300/Acre

SITE SIZE/CONFIGURATION: 241.71 acres

SHAPE: Irregular

TERMS: Cash to seller.

MARKETING TIME: NA

TOPOGRAPHY: Generally level

FRONTAGE: Highway 80

ACCESS & VISIBILITY: Average/Average

FLOOD PLAIN: Outside of flood plain

ZONING: PC, Maricopa County

HIGHEST AND BEST USE: Investment /Solar

VIEWS: Average

UTILITIES: At the site. Property along major power lines, allowing for easy
development of solar array since distribution system was in
place.
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COMPARABLE LAND SALE ONE

COMMENTS: Property was purchased for the development of a large solar
array. Property is considered to be superior to the subject in
terms specific site characteristics that would support a solar array
development.

CONFIRMED WITH: Jack Davis, Purchaser representative, closing documents
CONFIRMED BY: James S. Bradley

Sale 1
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COMPARABLE LAND SALE TWO

LOCATION: North and south side so Interstate 10 at Highway 191, Willcox,
Cochise County, AZ

TAX CODE NUMBER: 209-86-002A

SALE DATE: June 7, 2011

RECORDS: 12547

OWNERSHIP HISTORY: No prior sales within the previous three years.

SELLER: Jack & Bernice Davenport

BUYER: 3600, LLLP

SALES PRICE: $2,005,525

SALES PRICE PER ACRE: $2,500/Acre

SITE SIZE/CONFIGURATION: 802.21 acres/Irregular

TERMS: Cash to seller

MARKETING TIME: Not available.

TOPOGRAPHY: Generally level and at grade with frontage highways.

FRONTAGE: Interstate 10 and Highway 191

ACCESS & VISIBILITY: Good/Good

FLOOD PLAIN: Outside of flood plain

ZONING: RU-4 (rural, Cochise County)

HIGHEST AND BEST USE: Long term investment

VIEWS: Average

UTILITIES: Not available to the site
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COMPARABLE LAND SALE TWO

COMMENTS: Property is situated west of Willcox Arizona at the intersection
of Interstate 10 and Highway 191. Property reflects a rural parcel
of raw land that was acquired for investment purposes. This
property is considered to be inferior to the subject in terms of
location, site size and development time table.

CONFIRMED WITH: Michael Ben-Horlin, purchaser, Comps & Public Records
CONFIRMED BY: Ryan Green
DATE: May 2014

Sale 2
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COMPARABLE LAND SALE THREE

LOCATION: Southeast of Highway 60 and Dromedary Peak Road, Superior,
Pinal County, Arizona

TAX CODE NUMBER: 406-04-034G

SALE DATE: November 21, 2012

RECORDS: 022435

OWNERSHIP HISTORY: No prior sales within the previous three years.

SELLER: Ecco Holdings, LLC

BUYER: Integrity Land & Cattle, LLC.

SALES PRICE: $2,400,000

SALES PRICE PER ACRE: $3,750/Acre

SITE SIZE/CONFIGURATION: 640 acres/Rectangular

TERMS: Cash to seller

TOPOGRAPHY: Rolling Terrain

FRONTAGE: None

ACCESS & VISIBILITY: Poor/Not visible

FLOOD PLAIN: Outside of flood plain

ZONING: GR (General Rural) Pinal County

HIGHEST AND BEST USE: Investment for future potential use as part of a mining operation.

VIEWS: Average

UTILITIES: None
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COMPARABLE LAND SALE THREE

COMMENTS: Property was purchased for investment for future potential to be
developed as part of a mining operation. Property is considered
to be inferior to the subject in terms of location, availability of
utilities, etc.

CONFIRMED WITH: Kirk McCarville, broker
CONFIRMED BY: James S. Bradley
DATE: July 2012

Sale 3
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COMPARABLE LAND SALE FOUR

LOCATION: Pass Canyon Road and Coyote Pass Drive, Bullhead City,
Mohave County, AZ

TAX CODE NUMBERS: 213-14-056

SALE DATE: July 17, 2012

RECORDS: 037201

OWNERSHIP HISTORY: No prior sales within the previous three years.

SELLER: Charford, Inc. (Lender)

BUYER: Arena, LLC

SALES PRICE: $235,000

SALES PRICE PER ACRE: $1,661/Acre

SITE SIZE/CONFIGURATION: 141.48/Irregular

TERMS: REO, Cash to seller

TOPOGRAPHY: Generally level

FRONTAGE: Pass Canyon Road

ACCESS & VISIBILITY: Average/Average

FLOOD PLAIN: None

ZONING: Rural, Mohave County

HIGHEST AND BEST USE: Long term investment

VIEWS: Average

UTILITIES: Available about ½ west of the subject.
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COMPARABLE LAND SALE FOUR

COMMENTS: Property was purchased for investment purposes. This
transaction reflects an REO sale. Long term investment is
considered to reflect its highest and best use, until such
time as there is demand for its development. This property
is considered to be inferior to the subject due to its location
outside of the development area of Bullhead City, no
utilities proximate to the subject and other factors.

CONFIRMED WITH: Ann Petit, Seller Representative, Comps & Public Records
CONFIRMED BY: James S. Bradley
DATE: 11/2014

Sale 4
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COMPARABLE LAND SALE FIVE

LOCATION: NW of Sunshine Boulevard and Randolph Road, Coolidge, Pinal
County, AZ

TAX CODE NUMBERS: 401-24-007E, 401-24-007F, 401-24-007H, 401-24-007J, 401-22-
005D & 401-22-005C

SALE DATE: September 27, 2012

RECORDS: 083482

OWNERSHIP HISTORY: No prior sales within the previous three years.

SELLER: Johnson Bank

BUYER: Walton Arizona, LLC

SALES PRICE: $1,365,000

SALES PRICE PER ACRE: $4,006/Acre

SITE SIZE/CONFIGURATION: 340.75 acres/Irregular

TERMS: REO, Cash to seller

TOPOGRAPHY: Generally level

FRONTAGE: Sunrise Boulevard

ACCESS & VISIBILITY: Average/Average

FLOOD PLAIN: Outside of flood plain

ZONING: Various, property is Zoned PAD, AG & A-1, Pinal County

HIGHEST AND BEST USE: Investment

VIEWS: Average

UTILITIES: Are not available to the site
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COMPARABLE LAND SALE FIVE

COMMENTS: Property was purchased for investment. Sale was from
motivated seller (bank). Highest and best use is for
investment until such time as the property is in demand for
development.

CONFIRMED WITH: Ryan Semro, broker
CONFIRMED BY: James S. Bradley
DATE: July 2013

Sale 5
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COMPARABLE LAND SALE SIX

LOCATION: NW of Bartlett Road and 5th Street, Coolidge, Pinal County, AZ

TAX CODE NUMBERS: 209-31-001A & 209-31-010

SALE DATE: November 5, 2012

RECORDS: 095668

OWNERSHIP HISTORY: No prior sales within the previous three years.

SELLER: SAC II

BUYER: CrossRoads 140, LLC

SALES PRICE: $749,691

SALES PRICE PER ACRE: $4,982/Acre

SITE SIZE/CONFIGURATION: 150.48 acres/Irregular

TERMS: Cash to seller

TOPOGRAPHY: Generally level

FRONTAGE: 5th Street

ACCESS & VISIBILITY: Average/Average

FLOOD PLAIN: Outside of flood plain

ZONING: PAD, Pinal County

HIGHEST AND BEST USE: Investment

VIEWS: Average

UTILITIES: Are not available to the site
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COMPARABLE LAND SALE SIX

COMMENTS: Property was purchased for investment. Highest and best
use is for investment until such time as the property is in
demand for development.

CONFIRMED WITH: Michele Pino, broker
CONFIRMED BY: James S. Bradley
DATE: July 2013

Sale 6
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COMPARABLE LAND SALE SEVEN

LOCATION: NW of Watermelon Road and Gila Bend Road, Gila Bend,
Maricopa County, AZ

TAX CODE NUMBERS: 403-14-016C and 403-14-015D

SALE DATE: November 14, 2013

RECORDS: 0986557

OWNERSHIP HISTORY: No prior sales within the previous three years.

SELLER: R J Trust

BUYER: JLE-04 Parker, LLC

SALES PRICE: $4,020,000

SALES PRICE PER ACRE: $5,987/Acre

SITE SIZE/CONFIGURATION: 671.46 acres/Irregular

TERMS: Cash to seller

TOPOGRAPHY: Generally level

FRONTAGE: Watermelon Road

ACCESS & VISIBILITY: Average/Average

FLOOD PLAIN: Outside of flood plain

ZONING: RU-43, Maricopa County

HIGHEST AND BEST USE: Investment, purchaser plans on using for agricultural purposes in
interim.

VIEWS: Average

UTILITIES: Rural utilities are available to the site (electric and water well).
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COMPARABLE LAND SALE SEVEN

COMMENTS: Property was purchased for investment. Purchaser will use
for agricultural purposes. Property is located in a rural
portion of Maricopa County.

CONFIRMED WITH: Brian Stillman, agent, Comps & Public Records
CONFIRMED BY: James S. Bradley
DATE: July 2014

Sale 7
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COMPARABLE LAND SALE EIGHT

LOCATION: East of Laredo Drive and Canyon Road, Bullhead City, Mohave
County, AZ

TAX CODE NUMBERS: 213-13-109 & 213-80-109

SALE DATE: February 2, 2014

RECORDS: 022757

OWNERSHIP HISTORY: No prior sales within the previous three years.

SELLER: Stearns Bank

BUYER: Brookfield Residential

SALES PRICE: $670,000

SALES PRICE PER ACRE: $3,867/Acre

SITE SIZE/CONFIGURATION: 173.27 acres/Irregular

TERMS: REO, Cash to seller

TOPOGRAPHY: Generally level

FRONTAGE: Laredo Drive

ACCESS & VISIBILITY: Average/Average

FLOOD PLAIN: Outside of flood plain

ZONING: RIL-PAD, Mohave County

HIGHEST AND BEST USE: Investment, future residential development

VIEWS: Good

UTILITIES: Are available proximate to the west of the site.
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COMPARABLE LAND SALE EIGHT

COMMENTS: Property is located adjacent to the east of existing
residential development in Bullhead City, Arizona. This
property was purchased as an investment for future
residential development. Sale was from motivated seller
(bank).

CONFIRMED WITH: Ryan Semro, broker
CONFIRMED BY: James S. Bradley
DATE: July 2013
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COMPARABLE LAND SALE NINE

LOCATION: South side of Highway 60 at its intersection with Highway 71,
west of Wickenburg, Maricopa County, AZ

TAX CODE NUMBERS: 506-05-024 & 506-05-025

SALE DATE: April 29, 2014

RECORDS: 0280639

OWNERSHIP HISTORY: No prior sales within the previous three years.

SELLER: Castles N’ Coasters (Akshun & Akshun, Inc.)

BUYER: Mara Capital, LLC

SALES PRICE: $1,585,000

SALES PRICE PER ACRE: $5,000/Acre

SITE SIZE/CONFIGURATION: 317 acres/Rectangular

TERMS: Cash to seller

TOPOGRAPHY: Generally level

FRONTAGE: Highway 60

ACCESS & VISIBILITY: Average/Average

FLOOD PLAIN: Outside of flood plain

ZONING: R1-43, Maricopa County

HIGHEST AND BEST USE: Investment

VIEWS: Average

UTILITIES: Electric only.
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COMPARABLE LAND SALE NINE

COMMENTS: Property is located west of Wickenberg Arizona. This
property appears to have been purchased as an investment.
Details of transaction were not able to be confirmed except
from public records.

CONFIRMED WITH: County Records and Comps
CONFIRMED BY: James S. Bradley
DATE: July 2014

Sale 9
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Discussion of Adjustments

The sales noted vary considerably in comparison to the subject given the subject’s unique
location proximate to development in Cottonwood. As noted, the land sales market in rural
communities in Arizona has been very slow over the past 7 – 8 years, reflecting the changes in
the real estate market and the ongoing recession. Each comparable utilized is located in a rural
portion of the state and reflects a larger parcel of land, comparable in size to the larger subject
site. Further, these sales are all in “raw” condition similar to the condition assumed for the
subject. These sales are considered to provide the best data by which to support the value of the
larger subject property.

In order to develop an opinion of the market value of the subject, the comparable sales have been
analyzed on a price per acre basis. Adjustments to the comparables' price per acre unit of
comparison have been considered for differences in property rights, terms of sale (cash
equivalency), market conditions (time), location (general and specific), size, zoning/use, utility
availability, and shape/site utility. Here follows a discussion of each of the adjustments.

Property Rights

All the sales analyzed involved a transfer of the fee simple estate; therefore, no adjustment is
warranted for property rights.

Terms of Sale

Adjustments for terms of sale have been considered in this analysis. The analysis assumes a cash
equivalent purchase. Cash equivalent sales imply those transactions, which are financed by third-
party lenders such as savings and loan associations, insurance companies, or commercial banks.
Transactions, which are financed by sellers, may provide advantages not available from third-
party lenders. Typically, seller carry back financing includes a lower down payment than what
would be available via third-party financing. However, in some cases, sellers consider a carry
back either the same as or preferable to cash, depending upon the tax status of the sale or desire
to defer sale proceeds.

All of the comparables sold for cash warranting no adjustment for this factor.

Sale Conditions

The comparable sales were analyzed to determine if the transaction differed from the definition
of a true market sale. Three of the comparables used in this analysis reflected REO sales.
Comparables Four, Five and Eight were from financial institutions. These sales are considered to
reflect a motivated seller, who needed to rid the asset from its books. These three sales are
adjusted upward for seller motivations.
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Market Conditions (Time)

Market conditions may have changed between the time of the sale of the comparable property
and the date of the appraisal. Under such circumstances, the price of the comparable property
would require an adjustment to reflect current prices. Changes in pricing may result from various
effects such as inflation, deflation, changing demand, and changing supply.

The comparables range in date of sale from March 2011 through April 2014. The effective date
of appraisal is July 10, 2014. My analysis of the marketplace and interviews with knowledgeable
real estate brokers indicated that vacant land such as the subject were appreciating at rapid rates
in the early 2000’s and evidently reached their peak in mid-2006 to early 2007 and began to fall
into 2011 but are generally stable in the current market. Overall, all of the comparables reflect
relatively recent transactions, warranting no adjustments for this factor.

The prior tabulation details the adjustments relating to the sales transactions that were considered
appropriate. The remaining adjustments are for physical differences between the subject and the
comparables.

Location

The subject property is located within the western portion of Cottonwood. The property is
assumed to have access via West Mingus Road. This location is proximate to the exiting
development in the community.

With respect to general location, each of the comparables is sited within a rural portion of the
state. Generally, these locations are all considered to be generally off setting to that of the
subject.

With respect to specific location the comparable sales vary considerably in comparison to the
subject. Each property will be analyzed as to how it compares in specific location to the subject.
It should be noted that the adjustment for location is subjective based upon my analysis of each
property’s potential in comparison to that of the subject (assumed to be in a raw condition as of
the date of the value). The location adjustment is primarily based upon the perceived time frame
that each could be in demand. Thus, a property sited further away from development would
typically be inferior to one that is adjacent to existing development (like the subject). But, my
analysis indicates that three of the sales had specific location attributes that positively impacted

Comparable Number: 1 2 3 4 5 6 7 8 9
Sales Price $2,006,180 $2,005,525 $2,400,000 $235,000 $1,365,000 $749,691 $4,020,000 $670,000 $1,585,000
Site Size (Acres): 241.7 802.2 640.0 141.5 340.8 150.5 671.5 173.3 317.0
Sales Price Per Acre $8,300 $2,500 $3,750 $1,661 $4,006 $4,982 $5,987 $3,867 $5,000
 Property Rights 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00%

Fee Fee Fee Fee Fee Fee Fee Fee Fee
Adjusted Price/Acre $8,300 $2,500 $3,750 $1,661 $4,006 $4,982 $5,987 $3,867 $5,000
 Terms of Sale 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00%

Similar Similar Similar Similar Similar Similar Similar Similar Similar
Adjusted Price/Acre $8,300 $2,500 $3,750 $1,661 $4,006 $4,982 $5,987 $3,867 $5,000
 Sale Conditions 0.00% 0.00% 0.00% 0.00% 20.00% 20.00% 0.00% 20.00% 0.00%

Market Market Market Market REO REO Market REO Market
Adjusted Price/Acre $8,300 $2,500 $3,750 $1,661 $4,807 $5,978 $5,987 $4,640 $5,000
 Time of Sale 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00%

Similar Similar Similar Similar Similar Similar Similar Similar Similar
Adjusted Price/Acre $8,300 $2,500 $3,750 $1,661 $4,807 $5,978 $5,987 $4,640 $5,000
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the sales. These will be discussed. As such, the location adjustment for each will vary greatly.

Comparable One is located just northeast of the community of Gila Bend, Maricopa County.
This property had main road frontage and was site along power distribution lines. This property
is rural in nature, but given its unique characteristics in terms of access to the power distribution
grid, was purchased for development of a solar array. This specific location is considered to be
off setting to that of the subject, with no adjustment applied.

Comparable Two is sited at the intersection of Interstate 10 and Highway 191 in Cochise County,
Arizona. This property is west of Wilcox in a sparsely developed area. This property has very
good access and frontage, but in an area of not real demand. This sale is considered to warrant
upward adjustment in comparison to the subject given it is in a very rural portion of the state.

Comparable Three is located in a rural area that is southwest of the Town of Superior. This
parcel is accessed by a dirt road and is in a rural portion of the area. The purchaser bought the
site for future inclusion with a proposed mining operation in the area. Thus, although this
location is not supported for any other uses, its sale occurred because of the mining possibilities.
In comparison, the specific location of this property is considered to be inferior to that of the
subject, with an upward adjustment applied.

Comparable Four is located east of Bullhead City, Mohave County. This location is in the rural
portion of the area, in the desert area to the east of the community. This property is accessed a
dirt road and has limited development potential for an extended period of time. This location is
considered to be vastly inferior to that of the subject, with an upward adjustment applied.

Comparables Five and Six are both located in the Coolidge area of Pinal County. This area is
agricultural in nature, with many farms in the area. These two properties have similar specific
locations. My analysis would indicate that the rural nature of these properties makes their
location inferior to that of the subject, with an upward adjustment applied.

Comparable Seven is located in the Gila Bend area, near Comparable One. This specific location
is in an agricultural area. This location is considered to be offsetting to that of the subject.

Comparable Eight is located adjacent to existing residential development along the eastern edge
of Bullhead City, Mohave County. This property’s specific location is considered to be most
similar to that of the subject. It is physically above the community and adjacent to development.
Thus, this sale is considered not to warrant adjustment for specific location.

Comparable Eight is sited within the Maricopa County, west of Wickenburg along Highway 60.
This location is within a rural portion of the state. The specific location of this property does
have good access, but in an area of limited development. The location of this property is
considered to be inferior to that of the subject, with an upward adjustment applied.
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Site Size

In this analysis, adjustments for size have been considered for the comparable properties. The
comparables range in size from approximately 141.5 acres to 802.2 acres. The larger subject
contains 209.25 acres, which is within the size range demonstrated by the comparables. In
analyzing the comparables for size differences, it is important to understand that generally,
smaller properties will sell for more on a per unit basis than larger ones, due to there being a
broader market with a greater number of prospective purchasers looking for small sites.
Conversely, larger properties tend to sell at a lower price per unit than smaller ones due to the
greater risk inherent in owning and/or developing a larger parcel and a smaller market with fewer
prospective purchasers.

Comparables Two, Three, Five Seven and Nine are each larger than the larger subject site, with
each warranting varying degrees of upward adjustment. Comparable One is general similar in
size, with no adjustment applied. Comparables Four, Six and Eight are each smaller than the
subject. These three comparables are adjusted upward on a price per acre basis in comparison the
subject.

Zoning

Zoning regulations can limit the use or the development potential of a property, thereby affecting
market value. As discussed previously, the subject is zoned I-2 (industrial) per the City of
Cottonwood land use ordinance. All of the comparables are zoned for rural uses, but have a
similar highest and best use for investment. Thus, although each might have a slightly different
zoning than the subject, the market does not appear to lend must value to this factor; thus, no
adjustment has been applied for zoning in this analysis.

Use

The subject (assumed in a raw condition) would be in demand within a reasonable time period
with industrial uses. Comparable One was in demand for the specific use of developing a solar
array. This allowed the site to be developed in a relatively short time period. This use is
considered to be superior to that of the subject, reflecting the specific motivations of the
purchaser. Comparable Three was similar in that the purchaser was motivated to acquire this
property for use in the development of a nearby proposed mining operation. Both of these sales
are adjusted downward for differences in use and the potential timing of those uses.

Utility Availability

This adjustment considers differences between the subject and the comparables for utility
availability. This analysis assumes that the subject is in a raw condition, without public services
available (water and sewer), reflecting its condition in 1983. None of the comparables used in
this analysis had public utilities available; thus, no adjustment is therefore applied in this
analysis.
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Shape/Site Utility

Adjustments for shape/site utility take into consideration the shape, flood condition, and overall
developability of the comparable sales as compared to the subject. The shape of the site is
irregular. The topography of the site is sloping, reflecting the terrain of the area. Although the
terrain of each of the comparable varies, given the larger sizes of each site, irregular shape and
topography are typical. My analysis did not support an adjustment for these factors in this
analysis.

Summary and Final Value Conclusion

The factors noted above can influence market price. Adjustments to the comparable sales utilized
in this analysis for the various differences result in an indication of the market value range for
the subject. The following adjustment grid provides a summary of the physical adjustments
considered warranted for each of the comparables.

Conclusion

The preceding transactions were analyzed in order to develop an opinion of the market value of
the larger subject site. All of the comparables have a similar highest and best use as that of the
subject site. The prior tabulation reflects the physical adjustments that are considered appropriate
for each of the comparable properties in comparison to the subject. While the comparables vary
greatly in comparison to the subject, they are considered to provide the best indication of value
for the subject as of the date of valuation. Although support for specific quantifiable adjustments
could not be abstracted from the market for each of the adjustments, the adjustments shown
reflect subjective observations of the current market and are considered reasonable.

Overall, the comparables provide a good indication of value ranging from $3,156 to $8,980 per
gross acre land area. I believe that the subject’s value should fall within this range in adjusted
price on a per acre basis.

Physical Adjustments: 1 2 3 4 5 6 7 8 9
Adjusted Price/Acre $8,300 $2,500 $3,750 $1,661 $4,807 $5,978 $5,987 $4,640 $5,000
General Location 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00%

Similar Superior Superior Superior Superior Superior Superior Superior Superior
Specific Location 0.00% 50.00% 50.00% 100.00% 25.00% 25.00% 25.00% 0.00% 25.00%

Superior Inferior Inferior Inferior Inferior Similar Inferior Inferior Inferior
Size 0.00% 25.00% 15.00% -10.00% 10.00% -10.00% 25.00% -10.00% 10.00%

Similar Larger Larger Smaller Larger Smaller Larger Smaller Larger
Zoning 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00%

Similar Similar Similar Similar Similar Similar Similar Similar Similar
Use -25.00% 0.00% -25.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00%

Superior Similar Similar Similar Similar Similar Similar Similar Similar
Utility Availability 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00%

Similar Similar Similar Similar Similar Superior Superior Superior Superior
Shape/Site Utility 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00%

Superior Superior Superior Similar Superior Superior Superior Superior Superior
 Net Additional Adjustments -25.00% 75.00% 65.00% 90.00% 35.00% 15.00% 50.00% -10.00% 35.00%
Adjusted Price Per Acre $6,225 $4,375 $6,188 $3,156 $6,490 $6,875 $8,980 $4,176 $6,750
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Listing For Sale

The following table shows current listings for sale of other properties in rural Arizona. These are
included to provide the reader with additional insight in the rural land market.

Comparable Ten reflects the current listing for sale of mining claims located to the west of
Cottonwood. These mining claims comprise a total of 1,504 acres of land area. The asking price
of the property at $3,059 per acre is considered to set a lower indication of value for the subject
given its larger size and more rural location

Comparable Eleven is the current listing sale of a 355 acre parcel of land located adjacent to the
Nogales International Airport. This property has rolling terrain and could be provided access to
the airport with agreements with the proper authorities. The pricing of this property at $2,000 per
acre is considered to set a lower indication of value for the subject.

Comparable Twelve reflects the asking price for a reasonably well positioned parcel of land
located in the Dewey area. This 263 acre site is listed for sale for $10,000/acre. This level of
price is considered to be current above market. This property is considered to be a reasonable
substitute property for the subject.

Comparable Thirteen is adjacent to I-40 in the community of Winslow. The 157 acre property is
zoned for mixed uses and has utilities available. This property is listed for sale at $5,000 per
acre. My analysis would indicate that this property is reasonably similar to the subject in terms of
its location adjacent to a rural community in Northern Arizona

Lastly, there is a 217 acre parcel of land located in the Kingman Arizona area that is currently
listed for sale. The property is located along Interstate 40 within the west portion of the
community. This property is also listed for sale for $5,000 per gross land area.

The listed for sale properties are considered to support that the subject’s value should be in the
$2,000 to $10,000 range.

Comp Sales Gross Land Gross
No. Location City Price Size (acre) Price/acre Zoning
10 W Mingus Ave Cottonwood, AZ 4,600,000$ 1,504 $3,059 RCU-2A
11 Hwy 82 - Nogales Airport Nogales, AZ 710,000$ 355 $2,000 AG
12 S Orme Rd & Hwy 169 Dewey, AZ 2,630,000$ 263 $10,000 R1L-175
13 N Road & Sunset Rd Winslow, AZ 785,000$ 157 $5,000 AG/R1-7
14 1 Lomas Flojas St - E Siesta & Hwy 40 Kingman, AZ 1,084,600$ 217 $5,000 LI

Subject 1001 W Mingus Ave Cottonwood, AZ 209.25 I-2

Comparable Listings
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Summary

My analysis is considered to provide sufficient insight into the sales of various larger land
parcels from through the State of Arizona to provide a strong indication of value for the larger
subject site. The general tendency of the sales data would indicate a strong support for the
subject’s value at about $6,000 per acre. This level of pricing is also supported by the listed data
analyzed also. Overall, after all my research and the analysis contained herein, it is my opinion
that the subject market value (as if raw) would be $6,000 per acre. Based upon the subject
contained 209.25 acres, the larger site has a developed opinion of market value at $1,255,500

OPINION OF THE MARKET VALUE
OF THE WHOLE..........................................................................................................$1,255,000

SUB PARCEL ANALYSIS

At the request of the client, I will now consider the value of the subject property not including
the runway. I have first developed an opinion of the market value of the larger parcel, or Whole,
from which the Part reflects a portion. This allows for the development of an opinion of the value
of the Part being valued as part of the Whole.

In the case of a fee acquisition, this is done by simply multiplying the area of the Part being
appraised by the value per unit of the Whole as indicated earlier in this report. As established in
the preceding analysis of the Whole, the indicated fee simple value of the Whole is equal to
$6,000 per acre, or $1,255,000.
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DESCRIPTION OF THE ACQUISITION

The Part Being Valued: The part to be valued is comprised of a total of 144.98 gross acres in two
parcels. The shape of the Part valued is irregular. It should also be noted that there are building
improvements (existing or proposed) that are part of the property.

VALUATION OF THE SUBJECT AS PART OF THE LARGER PROPERTY

As noted above, the value of the part subject to this report is calculated by simply multiplying the
area of the part being valued by the value per unit of the Whole as developed earlier in this
report. As established in the preceding analysis of the Whole, the indicated fee simple value of
the Whole is equal to $6,000 per gross acre or $869,880. Based on this conclusion, the value of
the Part being valued is calculated as follows:

OPINION OF THE MARKET VALUE
OF THE PART VALUED................................................................................................$869,880

Market Value of the Whole Per Acre: 6,000$
Size of parcel being valued: 144.98
Value of the fee simple interest in property being valued: 869,880$
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MARKET RENT CALCULATIONS

To convert the estimated market value of the subject into an annual rental rate estimate, an
overall rate or conversion factor needs to be developed. Research into overall rates or
conversions factors for properties in the Cottonwood area did not reveal any relevant data.
Discussions with a number of real estate brokers who operate in the Phoenix and Tucson areas
indicated that rates of return for improved properties in 2014 are typically in the 7% to 9% range.
The brokers interviewed indicated that overall rates on improved properties had stabilized over
the last year due to interest rates remaining low, and the lack of alternative investments.

Further research has been performed by Maggie Love of Love Appraisals in Cortez Colorado.
Ms. Love was contracted by the US Forest Service to develop support for the relationship
between sales prices and rental rates for government land. Her research indicated that although
the rates would vary depending upon the type and location of a property that the average
conversion factor was 8%.

Based upon our discussions with a number of brokers, the research done by Ms. Love and
market-abstracted rates of improved properties, it is my opinion that the appropriate overall rate
to apply in this analysis is 8%. This factor has been applied in this analysis to provide an
indication of annual rental rate for the subject property. This methodology is considered to
provide good support for the subject’s market rent over currently.

Based upon the subject having a value of $869,880 and a conversion factor of 8%, the indicated
market rent for the subject property (assuming it was in raw condition) would be $69,590.40
annually. This equates to an annual market lease rate of about $480 per acre per year. My
analysis of various leases in the market would indicate that the average annual
appreciation/growth factor for the market rent would be 2% per year.

OPINION OF THE ANNUAL MARKET RENT
OF THE PART VALUED..................................................................................................$69,590
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APPRAISER CERTIFICATION

I HEREBY  WARRANT  AND  CERTIFY  THAT,  TO  THE  BEST  OF MY KNOWLEDGE
AND  BELIEF,

The statements of fact contained in this appraisal report, which are used as the basis of our
analyses, opinions, and conclusions, are true and correct. I have no responsibility for legal
matters, questions of survey, opinion of title, soil or subsoil conditions, engineering, or other
technical matters. Any sketches prepared by me and contained in this report are included solely
to aid the user of the report in visualizing the property and its location, and are not necessarily to
scale.

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

I have no present or contemplated future interest in the real estate that is the subject of this
appraisal report and, further, we have no personal interest or bias with respect to the subject
matter of this appraisal report or the parties involved.

I have no bias with respect to the property that is the subject of this report or to the parties
involved with this assignment. The engagement in this assignment was not contingent upon
developing or reporting predetermined results. I have performed no services, as an appraiser or in
any other capacity, regarding the property that is the subject of this report within the three-year
period immediately preceding acceptance of this assignment.

The compensation for completing this assignment is not contingent upon the development or
reporting of a predetermined value or direction in value that favors the cause of the client, the
amount of the value opinion, the attainment of a stipulated result, or the occurrence of a
subsequent event directly related to the intended use of this appraisal.

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

I certify that James S. Bradley, MAI, CCIM inspected the subject property James S. Bradley,
MAI, CCIM has completed the requirements under the continuing education program of the
Appraisal Institute. He has the appropriate knowledge and experience required to complete the
assignment competently.

No one provided significant professional assistance to the signer of this report unless noted.
Further, no one other than the undersigned formed the analyses, conclusions, and opinions
concerning real estate that are set forth in this appraisal report, unless such participation by
another party is indicated by the co-signing of this report by such other party.



18221-141 AXIA REAL ESTATE APPRAISERS Page 58

APPRAISERS' CERTIFICATION (CONTINUED):

Each finding, prediction, assumption, or conclusion contained in this report is our personal
opinion and is not an assurance that an event will or will not occur. I assume that there are no
conditions that are not apparent relating to the real estate, subsoil conditions, or structures
located on the real estate, which would affect our analyses, opinions, or conclusions with respect
to the real estate.

The data gathered in this appraisal process (except data furnished by the client) and the appraisal
report itself remain my property. With respect to data provided by the client, we shall not violate
the confidential nature of the appraiser-client relationship by improperly disclosing any
confidential information furnished to us. I am, however, authorized by the client to disclose all or
any portion of this appraisal report and the related appraisal data to appropriate representatives of
the Appraisal Institute, if such disclosure is required, to enable us to comply with the bylaws and
regulations of said Institute now or hereafter in effect.

This appraisal report shall not be quoted or referred to in any report or financial statement of the
client or in any documents filed with any governmental agency without my prior written consent.
Neither all nor any part of the contents of this report (especially the conclusions as to value, the
identity of the appraisers, references to the Appraisal Institute, or references to the MAI
designation) shall be disseminated to the public through advertising media, public relations
media, news media, sales media, or other public means of communication without my prior
written consent and approval.

Based upon the data and discussions contained within the attached report, it is my opinion that
the market value of the subject property is as follows:

OPINION OF THE ANNUAL MARKET RENT
OF THE PART VALUED..................................................................................................$69,590

JAMES S. BRADLEY, MAI, CCIM
President - AXIA Real Estate Appraisers
Certified General Real Estate Appraiser,
Arizona Certifícate: 30432
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COMPANY QUALIFICATIONS

AXIA Real Estate Appraisers is in the business of helping clients make informed decisions
regarding a variety of real estate related issues. In the course of our activities, we utilize
numerous sources of data to enable us to make the most informed judgments possible to best
serve our clients. Our industry standards demand that professional appraisal organizations not
only utilize the data appropriately, but that such data is acquired through appropriate means.  The
following list, although not all-inclusive, contains the names of numerous data services to which
we subscribe and support.

Arizona Business Gazette (weekly business magazine of Phoenix area data)

Arizona Journal of Real Estate & Business

Bright Future Consultants (Tucson area subdivision data)

The Business Journal (weekly publication for market data)

Commercial Leasing Update (Phoenix & Tucson market data)

CoStar Group, Inc. – Maricopa, Pinal & Pima Counties (all market types – sales and market analytics)

Host Report (Smith Travel Research, lodging data)

Inside Tucson Business (weekly Tucson business newspaper)

Korpacz Real Estate Investor Study (national investor survey)

Landiscor - Phoenix & Tucson (maps, various residential & commercial market data)

LoopNet, Inc. (commercial real estate listing and sales data)

Market Source (monthly investor publication from The Appraisal Institute re: cost information)

Marshall & Swift Valuation Service

Metropolitan Tucson Land Use Study (since 1986 to current)

Multiple Listing Services (MLS) of Pima County, Santa Cruz County, Yuma County, La Paz & Mohave
Counties, Coconino County, Yavapai County, Navajo & Apache Counties, Cochise County, Maricopa
County, Gila/Graham/Greenlee Counties & Pinal County.

Newspapers: The Arizona Daily Star (Tucson), Arizona Republic (Phoenix), Nogales International
(Nogales).

Pima County Recorder’s Office

RealData, Inc. – Maricopa & Pima Counties Multi-Family Housing Data (since 1986 to current)

Real Estate Valuation Magazine (quarterly publication for real estate appraisers)

Real Quest – On line access to public records in all counties in the State of Arizona and most counties

throughout the United States (First American Real Estate Services)

Space Finders - Arizona Mobile Home Park Directory

Stanley Wood - Tucson residential & new home construction data (since 1986 to current)

Valuation Insights & Perspectives (monthly magazine from The Appraisal Institute)

Wide World of Maps - Maricopa, Pima & Coconino/Yavapai Counties, Pinal County and Rim Country
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QUALIFICATIONS OF JAMES S. BRADLEY, MAI, CCIM

State of Arizona Certified General Real Estate Appraiser, Certificate #30432
State of Colorado Certified General Real Estate Appraiser, Certificate #1321969

PROFESSIONAL EXPERIENCE

1988 - Present AXIA Real Estate Appraisers, as Principal Appraiser/Consultant,
President since 1996 (previously known as KB Real Estate Appraisers).

1985 - 1988 Greenberg Chin and Associates, Inc., Real Estate Consultants and
Appraisers, as Associate Consultant/Appraiser under Neil O. Kleinman,
MAI

1983 - 1984 Real Estate Broker in Grand Junction, Colorado, working in commercial
sales and property management

1981 - 1983 Real Estate Broker in Cortez, Colorado, in residential and rural sales

PROFESSIONAL AFFILIATIONS AND MEMBERSHIPS

 Member, #9888 of the Appraisal Institute (MAI). The Institute conducts a voluntary
program of continuing education for its designated members. MAI's who meet the
minimum standards of this program are awarded periodic educational certification. Mr.
Bradley received his designation in 1993 and is certified under this program through
2015.

 Member # 15817 of the CCIM Institute.  Mr. Bradley received his CCIM designation in
April 2009

 Member of Chapter 73 International Right of Way Association
 Licensed Real Estate Broker, State of Arizona
 Big Brothers/Big Sisters of Tucson, Board of Directors (Former Member)
 Boys & Girls Clubs of Tucson, Board of Directors

FORMAL EDUCATION

Bachelor of Science in Business Administration, University of Arizona, with major in
Marketing/Advertising, 1984

Certificate of Achievement in Real Estate, University of Colorado, 1981
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Qualifications of James S. Bradley, MAI, CCIM (continued)

PROFESSIONAL EDUCATION

All required classes to obtain MAI Designation and in conformance with the Appraisal
Institute’s requirements for continuing education.  Additionally, all classes and exams necessary
to obtain the CCIM Designation. Recognized by the Appraisal Institute as a Litigation Expert.

SEMINARS/CLASSES

2012 2012-2013 7 Hour National USPAP Update Course
 Litigation Appraising, Specialized Topics & Applications (AI)

Fundamentals of Separating Real Property, Personal Property &
Intangible Business Assets (AI)

 The Appraiser as an Expert Witness: Preparation & Testimony (AI)

2011  IRS Valuation Summit (AI)
 Education Conference, Atlanta, GA Various Topics (IRWA)
 Principals of Real Estate Law (IRWA)

2010  Update Course – National Uniform Standards of Professional Appraisal Practices
 Energy Star and the Appraisal Process
 Federal Agency Update 2010
 IRWA Class 700 – Introduction to Property Management
 IRWA Class 900 – Principals of Real Estate Engineering

2009  Introduction to Valuation for Financial Reporting
 Energy Star and the Appraiser

2008  Condemnation Appraising: Advanced Topics & Applications SE 720
 Condemnation Appraising: Basic Topics and Applications SE 710
 Broker Management Clinic #C4806
 Uniform Standards of Professional Appraisal Practice, 2008 Update
 Business Practice and Ethics
 Code of Ethics 2008 – Procuring Causes In Trial #C7952

2006  Broker Management Clinic #C4806
 Agency Law #CD5128
 Arizona Contract Law #CD5348
 Uniform Appraisal Standards for Federal Land Acquisitions
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ENGAGEMENT LETTER



1

Alison Sheets

From: Morgan Scott <mscott@cottonwoodaz.gov>
Sent: Thursday, July 10, 2014 8:29 AM
To: Alison Sheets; Jim Bradley
Subject: RE: Jackson

Jim and Alison,

Please proceed with the appraisal of the airport ground lease and feel free to call me for any questions.

Thanks

Morgan Scott
City of Cottonwood, AZ
Development Services Manager
mscott@cottonwoodaz.gov
(928) 634-8033 X 12
1490 W Mingus Ave
Cottonwood, AZ 86326

From: Alison Sheets [mailto:ASheets@axiaappraisers.com]
Sent: Thursday, July 10, 2014 8:24 AM
To:Morgan Scott; Jim Bradley
Subject: RE: Jackson

Good Morning Morgan,

I’m not sure we sent you one. Jim told me about it over the phone, so he may have just given it to you verbally.

He told me the fee would be $5,000 and delivery 4 weeks from engagement.

Please let me know if there is anything else I can help you with!

Have a great day,

Alison Sheets
Production Manager
AXIA Real Estate Appraisers
(520) 545-0000
(520) 545-0001 - Fax

From: Morgan Scott [mailto:mscott@cottonwoodaz.gov]
Sent: Thursday, July 10, 2014 8:12 AM
To: Jim Bradley
Cc: Alison Sheets
Subject: RE: Jackson



2

Hi Jim and Allison,

I feel pretty lost, but I apologize I can’t find the proposal you sent for the appraisal of the airport ground lease. Would
you mind sending it again?

Thanks

Morgan Scott
City of Cottonwood, AZ
Development Services Manager
mscott@cottonwoodaz.gov
(928) 634-8033 X 12
1490 W Mingus Ave
Cottonwood, AZ 86326
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1983 LEASE DOCUMENT
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ASSUMPTIONS AND LIMITATIONS
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STANDARD ASSUMPTIONS AND LIMITATIONS OF THIS APPRAISAL

This appraisal is for no purpose other than property valuation, and the appraisers are neither qualified nor attempting
to go beyond that narrow scope. The reader should be aware that there are also inherent limitations to the accuracy
of the information and analysis contained in this appraisal. Before making any decision based on the information
and analysis contained in this report, it is critically important to read this entire section to understand these
limitations.

This appraisal is not a survey.

It is assumed that the utilization of the land and improvements is within the boundaries of the property lines of the
property described and that there is no encroachment or trespass unless otherwise noted.

No survey of the property has been made by the appraiser and no responsibility is assumed in connection with such
matters. Any maps, plats or drawings reproduced and included in this report are intended only for the purpose of
showing spatial relationships. The reliability of the information contained on any such map or drawing is assumed
by the appraiser and cannot be guaranteed to be correct. A surveyor should be consulted if there is any concern
regarding boundaries, setbacks, encroachments or other survey matters.

This appraisal is not a legal opinion.

No responsibility is assumed for matters of a legal nature that affect title to the property nor is an opinion of title
rendered. The title is assumed to be good and marketable. The value opinion is given without regard to any
questions of title, boundaries, encumbrances or encroachments. We are not usually provided an abstract of the
property being appraised and, in any event, we neither made a detailed examination of it nor do we give any legal
opinion concerning it.

It is assumed that there is full compliance with all applicable federal, state and local environmental regulations and
laws unless noncompliance is stated, defined and considered in the appraisal report. A comprehensive examination
of laws and regulations affecting the subject property was not performed for this appraisal.

It is assumed that all applicable zoning and use regulations and restrictions have been complied with, unless a
nonconformity has been stated, defined and considered in the appraisal report. Information and analysis shown in
this report concerning these items is based only on a rudimentary investigation. Any significant question should be
addressed to local zoning or land use officials and/or an attorney.

It is assumed that all required licenses, consents or other legislative or administrative authority from any local, state
or national government or private entity or organization have been or can be obtained or renewed for any use on
which the value opinion contained in this report is based. Appropriate government officials and/or an attorney
should be consulted if an interested party has any questions or concerns on these items since we have not made a
comprehensive examination of laws and regulations affecting the subject property.

This appraisal is not an engineering or property inspection report.

This appraisal should not be considered a report on the physical items that are a part of this property. Although the
appraisal may contain information about the physical items being appraised (including their adequacy and/or
condition), it should be clearly understood that this information is only to be used as a general guide for property
valuation and not as a complete or detailed physical report. The appraisers are not construction, engineering,
environmental or legal experts, and any statement given on these matters in this report should be considered
preliminary in nature.
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For properties in which the conditions of foundations, roofs, exterior walls, interior walls, floors, heating systems,
plumbing, insulation, electrical service and all mechanical and construction items are described, these descriptions
are based on a casual inspection only and no detailed inspection was made. For instance, we are not experts on
heating systems and no attempt was made to inspect the interior of a given property’s furnace. Structures are not
checked for building code violations, and it is assumed that all buildings meet applicable building codes unless so
stated in the report.

Some items, such as conditions behind walls, above ceilings, behind locked doors or under the ground, are not
exposed to casual view and, therefore, are typically not inspected. The existence of insulation, if any is mentioned,
was found by conversation with others and/or circumstantial evidence. Since it is not normally exposed to view, the
accuracy of any statements about insulation cannot be guaranteed.

It is assumed that there are no hidden or unapparent conditions of the property, sub-soil or structures that would
render it more or less valuable. No responsibility is assumed for such conditions or for the engineering that may be
required to discover such factors. Since no engineering or percolation tests were made, no liability is assumed for
soil conditions. Sub-surface rights (mineral and oil) were not considered in making this appraisal unless specifically
noted.

Unless stated otherwise in the report, wells and septic systems, if any, are assumed to be in good working condition
and of sufficient size and capacity for the stated highest and best use of the property.

We are not environmental experts, and we do not have the expertise necessary to determine the existence of
environmental hazards such as the presence of urea-formaldehyde foam insulation, toxic waste, asbestos or
hazardous building materials, or any other environmental hazards on the subject or surrounding properties. If we
know of any problems of this nature that we believe would create a significant problem, they are disclosed in this
report. However, nondisclosure should not be taken as an indication that such a problem does not exist. An expert in
the field should be consulted if any interested party has questions on environmental factors.

No chemical or scientific tests were performed by the appraiser on the subject property, and it is assumed that the
air, water, ground and general environment associated with the property present no physical or health hazard of any
kind unless otherwise noted in the report. It is further assumed that the subject site does not contain any type of
dump site and that there are no underground tanks (or any underground source) leaking toxic or hazardous chemicals
into the groundwater or the environment unless otherwise noted in the report.

The age of any improvements to the subject property mentioned in this report should be considered a rough estimate.
We are not sufficiently skilled in the construction trades to be able to reliably estimate the age of improvements by
observation. We therefore rely on circumstantial evidence that may come into our possession (such as dates on
architectural plans) or conversations with those who might be somewhat familiar with the history of the property
such as property owners, on-site personnel or others. Parties interested in knowing the exact age of improvements on
the land should contact us to ascertain the source of our data and then make a decision as to whether they wish to
pursue additional investigation.

Because no detailed construction, engineering, environmental or legal inspection was made and because such
knowledge goes beyond the scope of this appraisal, any observed condition or other comments given in this
appraisal report should not be taken as a guarantee that a problem does not exist. Specifically, no guarantee is made
as to the adequacy or condition of a given property’s foundation, roof, exterior walls, interior walls, floors , heating
system, air conditioning system, plumbing, electrical service, insulation or any other detailed construction matters. If
any interested party is concerned about the existence, condition or adequacy of any particular item, we would
strongly suggest that a construction expert be hired for a detailed investigation.
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This appraisal is made under conditions of uncertainty with limited data.

As can be seen from limitations presented above, the appraisal is based on an analysis of many sources of data.
Every attempt has been made to confirm the data as reliable and factual, however, there are a number of limitations
with respect to data including: a lack of certain areas of expertise beyond real estate appraisal methodology and
techniques; the inability of the appraiser to view certain portions of the property; and the inherent limitations of
relying upon information provided by others such as: income and expense data; comparable sales data; and
engineering analyses.

This appraisal is an opinion of value based on an analysis of information known to us at the time the appraisal was
made. All values and conclusions shown in the appraisal report are premised upon our analysis as of the date of the
appraisal. These values may not be valid in other time periods or as conditions change. We take no responsibility for
events, conditions or circumstances affecting the property’s market value that take place subsequent to either the
date of value contained in this report or the date of our field inspection, whichever occurs first.

Opinions and estimates expressed herein represent our best judgment but should not be construed as advice or
recommendation to act. Before relying on any statement made in this appraisal report, interested parties should
contact us for the exact extent of our data collection on any point that they believe to be important to their decision
making. This will enable such interested parties to determine whether they believe the extent of our data gathering
process was adequate for their needs.

Appraisal report limitations

Appraisal reports are technical documents addressed to the specific technical needs of clients. Casual readers should
understand that this report does not contain all of the information we have concerning the subject property or the real
estate market. While no factors we believe to be significant but unknown to the client have been knowingly
withheld, it is always possible that we have information of significance that may be important to others but which,
with our limited acquaintance with the property and in light of the limitations of our expertise (as outlined in this
document), does not seem to be important to us.

Appraisal reports are technical documents, with their reporting formats guided by both the Uniform Standards of
Appraisal Practice and specific technical requirements of a given client. Casual readers are cautioned about their
limitations and are warned against possible misinterpretation of the information contained in these reports.

The liability of AXIA Real Estate Appraisers, its employees and/or agents is limited only to the Client and
specifically identified intended users.  Further, there is no accountability, obligation or liability to any third party.
The appraiser(s) should be contacted with any questions before this report is relied on for decision making.

This appraisal was prepared at the request of and for the exclusive use of the client to whom the appraisal is
addressed. No third party shall have any right to use or rely upon this appraisal for any purpose, unless specifically
identified as an additional intended user of the report.

There are no requirements, by reason of this appraisal, to give testimony or appear in court or any pretrial
conference or appearance required by subpoena with reference to the property in question, unless sufficient notice is
given to allow adequate preparation and additional fees are paid by the client at our regular rates for such
appearances and the preparation necessitated thereby.

This report is made for the information and/or guidance of the client and possession of this report, or a copy thereof,
does not carry with it a right of publication. Neither all nor any part of the contents of this report shall be conveyed
to the public through advertising, public relations, news, sales or other media without the written consent and
approval of the appraiser. Nor shall the appraiser, firm or professional organization of which the appraiser is a
member be identified without the written consent of the appraiser.
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It is suggested that those who possess this appraisal report should not give copies to others. Certainly, legal advice
should be obtained on potential liability issues before this is done. Anyone who gives out an incomplete or altered
copy of the appraisal report (including all attachments) does so at their own risk and assumes complete liability for
any harm caused by giving out an incomplete or altered copy. Neither the appraiser nor this company assumes any
liability for harm caused by reliance upon an incomplete or altered copy of the appraisal report given out by others.
Anyone with a question on whether their copy of an appraisal report is incomplete or altered should contact our
office.

Values and conclusions for various components of the subject property as contained within this report are valid only
when making a summation; they are not to be used independently for any purpose and must be considered invalid if
so used. The allocation of the total value in this report between land and improvements (if applicable) applies only
under the reported highest and best use of the property. The separate valuations for land and buildings must not be
used in conjunction with any other appraisal and are invalid if so used.

In the case of limited partnerships, syndication offerings or stock offerings in real estate, the Client agrees that in
case of a lawsuit (brought by lender, partner or part owner in any form of ownership, tenant or any other party), the
Client and all parties will completely hold harmless this firm, its employees and/or agents.

Americans with Disabilities Act (ADA)

The Americans with Disabilities Act (ADA) became effective January 26, 1992. We have not made a specific
compliance survey and analysis of this property to determine whether or not it is in conformity with the various
detailed requirements of the ADA. It is possible that a compliance survey of the property, together with a detailed
analysis of the requirements of the ADA, could reveal that the property is not in compliance with one or more of the
requirements of the Act. If so, this fact could have a negative effect upon the value of the property. Since we have no
direct evidence relating to this issue, we did not consider possible noncompliance with the requirements of ADA in
valuing the property.

Arizona-specific considerations

Special consideration must be given to properties located in Arizona with respect to seismicity/subsidence. Seismic
activity in Arizona is rare but does occasionally occur. A more common geotechnical manifestation has been the
development of subsidence cones caused by pumping of groundwater. A geologist should be consulted if there is
any concern regarding these matters.

Due to the historic nature of the American Southwest, properties within Arizona may be impacted by the presence of
archaeological features, such as Native American remains or artifacts (specifically the ancient Hohokam and
Anasazi settlements). The presence of such features may require mitigation on the part of the property owner or
developer and could involve significant costs or time delays. It is an assumption of this report that no such
archeological issues impact the subject property, unless otherwise noted in the appraisal report. Should a competent
archeologist specifically identify significant archeology and quantify the cost of data recovery, we reserve the right
to alter the valuation opinion contained in this report.
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EXTRAORDINARY ASSUMPTIONS & HYPOTHETICAL CONDITIONS

It is a hypothetical condition of this assignment that the subject property is in an unimproved
condition as of the date of value. The subject is currently improved with the Cottonwood Airport
and numerous other horizontal and vertical improvements that have been developed by various
entities over the past 31 years. The appraisal is to reflect the subject property as “raw” land,
similar in condition when it was originally leased from the City of Cottonwood in 1983. The
basic assumptions of the assignment is that the subject property has access available via Mingus
Road (at the time a two-lane, minimally improved road), the site was in a generally graded
condition (having previously been used for aviation purposes) and had electric and telephone
service available. The site is also assumed not to have publically available water and sewer
services as of the date of value. This hypothetical condition is in line with the instructions that I
was given by the client in laying the foundation with the request from the FAA (Federal Aviation
Administration).
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APPRAISER CERTIFICATE
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