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MI Developments Inc

455 Magna Drive

Aurora Ontario L4G 7A9

Tel 905 713-6322

Fax 905 713-6332

EXHIBIT 99.1

MI DEVELOPMENTS RECEIVES PROPOSAL FOR ELIMINATION OF

DUAL CLASS SHARE STRUCTURE FROM CLASS SHAREHOLDERS AND ITS CONTROLLING

SHAREHOLDER

December 22 2010 Aurora Ontario Canada MI Developments Inc MID TSX MIM.A MIM.B

NYSE MIM announced that its Board of Directors has received reorganization proposal providing for

the elimination of MIDs dual class share structure The proposal has been made by holders of its Class

Subordinate Voting Shares representing in excess of 50% of the outstanding Class Subordinate

Voting Shares the Initiating Shareholders including eight of MIDs top ten shareholders The proposal

is also supported by MIDs controlling shareholder the Stronach Shareholder company controlled by

the Stronach Trust

The Board of Directors of MID has established Special Committee of independent directors to review

and evaluate the proposal and to make recommendations to the Board The Board of Directors will

communicate further with MIDs shareholders in due course

The reorganization proposal contemplates the elimination of MIDs dual class share structure through

The cancellation of all MID Class Shares held by the Stronach Shareholder in

consideration for the transfer to the Stronach Shareholder of MIDs horseracing gaming and

real estate development and other assets and associated liabilities and US$20 million of

working capital the Assets The Assets include Santa Anita Park Golden Gate Fields

MIDs joint venture interests in Maryland Jockey Clubs real estate and racing assets Pimlico

Race Course Laurel Park and the Bowie training facility Gulfstream Park and MIDs joint

venture interest in the associated retail development Portland Meadows horseracing

technology assets including Xpressbet and AmTote and all properties owned by MID as

described under Real Estate Business Development Properties in note 6a of the notes to

the amended and restated interim consolidated financial statements of MID for the period

ended September 30 2010 and

Each MID Class Subordinate Voting Share would be changed into one common share and

each MID Class Share other than the MID Class Shares held by the Stronach

Shareholder which will be cancelled would be converted into 1.2 common shares such that

MID would only have one class of common shares

Upon completion of the reorganization proposal MID would retain its income producing real estate

property business and would be restricted from engaging in or having an interest in directly or indirectly

any business relating to horse racing or gaming and the Board of Directors of MID would be comprised of

directors elected by shareholders other than the Stronach Shareholder at the shareholders meeting called

to consider the reorganization proposal with the nominees for election to be proposed by the Initiating

Shareholders

The proposal contemplates that if the transfer of the Assets is completed the transfer would be effective

January 2011 MID would provide funding for the Assets during the period from January 2011 to

closing provided that if the funding requirements exceed on average US$4 million per month the

Stronach Shareholder would reimburse MID for such excess The Stronach Shareholder would have

right of first refusal in respect of the Magna International corporate properties in Aurora Ontario and in



Oberwaltersdorf Austria In addition the proposal contemplates that effective upon closing the

applicable Initiating Shareholders would discontinue the litigation against MID and certain related parties

filed with the Ontario Superior Court of Justice and MID would reimburse the Initiating Shareholders for

their legal and advisory fees incurred in connection with the transaction and up to US$1 million for other

legal and advisory fees and reimburse the Stronach Shareholder for up to US$1 million of legal and

advisory fees incurred in connection with the transaction

The proposal contemplates that the transaction will be implemented by way of court-approved plan of

arrangement under the Business Corporations Act Ontario or other form of transaction agreed to by the

parties The principal closing conditions of the proposed reorganization include receipt of regulatory

approvals receipt of required MID shareholder approvals there being no material adverse change in the

affairs of MID MID continuing to operate in the ordinary course and not purchasing any unrelated gaming

or horseracing assets accuracy of MIDs disclosure documents execution of definitive documents by

January 31 2011 and implementation of the transaction by June 30 2011

The Initiating Shareholders and the Stronach Shareholder have agreed to vote in favour of the proposed

reorganization ST Acquisition Corp has advised MID that as result of the reorganization proposal it is

suspending its earlier proposal announced on October 2010 to make an offer to purchase any or all of

the outstanding Class Subordinate Voting Shares and Class Shares of MID for price of US$13 per

share pending completion of the reorganization proposal

The Initiating Shareholders may terminate their voting agreements if among other things definitive

documents are not executed by January 31 2011 the transaction has not been completed by June 30
2011 the voting agreement has not been signed by majority of the minority holders of the MID Class

Shares by January 31 2011 or less than 30% of all outstanding MID Class Subordinate Voting Shares

remain subject to the voting agreement

MID cautions shareholders and others considering trading in securities of MID that it has only recently

received the reorganization proposal and at this time no decisions or recommendations with respect to

the proposal have been made by the Board of Directors of MID The proposal is subject to certain

material conditions some of which are beyond MIDs control and there can be no assurance that the

transaction contemplated by the reorganization proposal or any other transaction will be completed

For further information about this press release please contact Rocco Liscio MIDs Executive Vice-

President and Chief Financial Officer at 905-726-7507

About MID

MID is real estate operating company engaged primarily in the acquisition development construction

leasing management and ownership of predominantly industrial rental portfolio leased primarily to

Magna International Inc and its automotive operating units in North America and Europe MID also

acquires land that it intends to develop for mixed-use and residential projects Additionally MID owns

Santa Anita Park Golden Gate Fields Gulfstream Park including an interest in The Village at Gulfstream

Park joint venture with Forest City Enterprises Inc an interest in joint ventures in The Maryland

Jockey Club with Penn National Gaming Inc Portland Meadows AmTote and XpressBet and through

some of these assets is supplier via simulcasting of live horseracing content to the inter-track off-

track and account wagering markets For further information about MID please visit

www.midevelopments.com or call 905-713-6322 MIDs filings can be accessed at www.sedar.com and

www.sec.gov you can also find MIDs filings

Copies of financial data and other publicly filed documents are available through the internet on Canadian

Securities Administrators Systems for Electronic Document Analysis and Retrieval SEDAR which can

be accessed at www.sedar.com and on the United States Securities and Exchange Commissions

Electronic Data Gathering Analysis and Retrieval System EDGAR which can be accessed at

www.sec.gov



Notice to Investors

This news release is for informational purposes only and is not an offer to buy or the solicitation of an

offer to sell any securities The reorganization proposal to which this communication relates has not yet

commenced

Forward Looking Statements

This press release contains statements that to the extent they are not recitations of historical fact

constitute forward-looking statements within the meaning of applicable securities legislation Forward-

looking statements include statements regarding MIDs future plans goals strategies intentions beliefs

estimates costs objectives economic performance or expectations or the assumptions underlying any

of the foregoing Words such as may would could will likely expect anticipate believe

intend plan forecast project estimate and similar expressions are used to identify forward

looking statements Forward-looking statements should not be read as guarantees of future events

performance or results and will not necessarily be accurate indications of whether or the times at or by

which such future performance will be achieved Undue reliance should not be placed on such

statements Forward-looking statements are based on information available at the time and/or

managements good faith assumptions and analyses made in light of our perception of historical trends

current conditions and expected future developments as well as other factors we believe are appropriate
in the circumstances and are subject to known and unknown risks uncertainties and other unpredictable

factors many of which are beyond MIDs control that could cause actual events or results to differ

materially from such forward-looking statements Important factors that could cause such differences

include but are not limited to the risks set forth in the Risk Factors section in MIDs Annual Information

Form for 2009 filed on SEDAR at www.sedar.com and attached as Exhibit to MIDs Annual Report on

Form 40-F for the year ended December 31 2009 which investors are strongly advised to review The
Risk Factors section also contains information about the material factors or assumptions underlying

such forward-looking statements Forward-looking statements speak only as of the date the statements

were made and unless otherwise required by applicable securities laws MID expressly disclaims any
intention and undertakes no obligation to update or revise any forward-looking statements contained in

this press release to reflect subsequent information events or circumstances or otherwise
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MI Developments Inc

455 Magna Drive

Exhibit 99.1
Aurora Ontario

Canada L4G 7A9

MI DEVELOPMENTS FILES BUSINESS ACQUISITION REPORT IN RESPECT
OF THE TRANSFER OF CERTAIN ASSETS OF MAGNA ENTERTAINMENT CORP

December 22 2010 Aurora Ontario Canada MI Developments Inc TSX MIM.A MIM.B NYSE
MIM MID or the Company today announced that it has filed business acquisition report BAR in

respect of the previously announced transfer of certain assets of Magna Entertainment Corp MEC to

MID effective April 30 2010 pursuant to MECs plan of reorganization under Chapter 11 of Title 11 of the

U.S Bankruptcy Code The BAR will be available at www.sedar.com

ABOUT MID

MID is real estate operating company engaged primarily in the acquisition development construction

leasing management and ownership of predominantly industrial rental portfolio leased primarily to

Magna International Inc and its automotive operating units in North America and Europe MID also

acquires land that it intends to develop for mixed-use and residential projects Additionally MID owns
Santa Anita Park Golden Gate Fields Gulfstream Park including an interest in The Village at Gulfstream

ParkTM joint venture with Forest City Enterprises Inc an interest in joint ventures in The Maryland

Jockey Club with Penn National Gaming Inc Portland Meadows AmTote and XpressBet and through

some of these assets is supplier via simulcasting of live horseracing content to the inter-track off-

track and account wagering markets For further information about MID please visit

www.midevelopments.com or call 905-713-6322

OTHER INFORMATION

For further information about MID please see our website at www.midevelopments.com Copies of

financial data and other publicly filed documents are available through the internet on Canadian

Securities Administrators Systems for Electronic Document Analysis and Retrieval SEDAR which can

be accessed at www.sedar.com and on the United States Securities and Exchange Commissions
Electronic Data Gathering Analysis and Retrieval System EDGAR which can be accessed at

www.sec.gov

FORWARD-LOOKING STATEMENTS

This press release may contain statements that to the extent they are not recitations of historical fact

constitute forward-looking statements within the meaning of applicable securities legislation including

the United States Securities Act of 1933 and the United States Securities Exchange Act of 1934

Forward-looking statements may include among others statements relating to the MEC Chapter 11

proceeding and the Companys participation therein and statements regarding the Companys future

plans goals strategies intentions beliefs estimates costs objectives economic performance or

expectations or the assumptions underlying any of the foregoing Words such as may would could
will likely expect anticipate believe intend plan forecast project estimate and similar

expressions are used to identify forward-looking statements Forward-looking statements should not be

read as guarantees of future events performance or results and will not necessarily be accurate

indications of whether or the times at or by which such future performance will be achieved Undue
reliance should not be placed on such statements Forward-looking statements are based on information

available at the time and/or managements good faith assumptions and analyses made in light of our



perception of historical trends current conditions and expected future developments as well as other

factors we believe are appropriate in the circumstances and are subject to known and unknown risks

uncertainties and other unpredictable factors many of which are beyond the Companys control that

could cause actual events or results to differ materially from such forward-looking statements Important

factors that could cause such differences include but are not limited to the risks set forth in the Risk

Factors section in the Companys Annual Information Form for 2009 filed on SEDAR at www.sedar.com

and attached as Exhibit to the Companys Annual Report on Form 40-F for the year ended December

31 2009 which investors are strongly advised to review The Risk Factors section also contains

information about the material factors or assumptions underlying such forward-looking statements

Forward-looking statements speak only as of the date the statements were made and unless otherwise

required by applicable securities laws the Company expressly disclaims any intention and undertakes no

obligation to update or revise any forward-looking statements contained in this press release to reflect

subsequent information events or circumstances or otherwise

For further information about this press release please contact Rocco Liscio MIDs Executive Vice

President and Chief Financial Officer at 905-726-7507



Form 51-102F4

Business Acquisition Report

Item Identity of Company

1.1 Name and Address of Company

MI Developments Inc the Companyt
455 Magna Drive 2nd Floor

Aurora Ontario

L4G 7A9

1.2 Executive Officer

The following executive officer of the Company is knowledgeable about the significant

acquisition and this business acquisition report the Report

Rocco Liscio

Executive Vice-President and Chief Financial Officer

905.726.7507

Item Details of Acquisition

2.1 Nature of Business Acquired

On March 2009 Magna Entertainment Corp MEC and certain subsidiaries filed

voluntary petitions for reorganization under Chapter 11 of Title 11 of the U.S

Bankruptcy Code in the U.S Bankruptcy Court for the District of Delaware and were

granted recognition of the Chapter 11 proceedings from the Ontario Superior Court of

Justice under section 18.6 of the Companies Creditors Arrangement Act in Canada

On April 26 2010 the U.S Bankruptcy Court issued an order confirming plan of

reorganization the Plan in respect of MEC and certain of its subsidiaries jointly

proposed by MEC the Company and the Official Committee of Unsecured Creditors of

MEC the Creditors Committee

On April 30 2010 the Plan was declared effective and in accordance with the Plan the

following assets of MEC among others were transferred to the Company Santa Anita

Park Golden Gate Fields Gulfstream Park including MECs interest in The Village at

Gulfstream Park joint venture between MEC and Forest City Enterprises Inc The

Maryland Jockey Club Portland Meadows AmTote International Inc and XpressBet

Inc collectively the Transferred Assets copy of the Plan is available under the

Companys profile at www.sedar.com

Santa Anita Park Golden Gate Fields Gulfstream Park which includes casino with

alternative gaming machines Portland Meadows and the Maryland Jockey Club which

Tor 2628236.6
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consists of Pimlico Race Course and Laurel Park are each thoroughbred racetracks

located in the U.S that also provide simulcast wagering venues

XpressBet Inc is U.S based national account wagering business

AmTote International Inc is provider of totalisator services to the pari-mutuel wagering

industry

The Village at Gulfstream Park is an outdoor shopping and entertainment centre located

adjacent to Gulfstream Park

2.2 Date of Acquisition

At the close of business on April 30 2010

2.3 Consideration

The consideration for the transfer of the Transferred Assets was the satisfaction of the

Companys claims relating to bridge loan through non-revolving facility the

2007 MEC Bridge Loan project financing facilities made available to Gulfstream

Park Racing Association Inc and Remington Park Inc the wholly-owned subsidiaries

of MEC that owned andlor operated Gulfstream Park and Remington Park respectively

together the MEC Project Financing Facilities and loan made in November

2008 in order to allow MEC to fund its operations until the Companys shareholders

could vote on reorganization proposal in
respect of MEC the 2008 MEC Loan with

an estimated collective value of U.S.$344.7 million at April 30 2010 and the cash

payment of U.S.$89 million to the unsecured creditors of MEC plus U.S.$1.5 million as

reimbursement for certain expenses incurred in connection with the action commenced

by the Creditors Committee

The Company also received in cash the balance of the proceeds from the sale by MEC of

Remington Park ofU.S.$51 million and cash of U.S.$40 million included in the working

capital of the Transferred Assets The Company utilized its cash on hand and unsecured

credit facility as needed to satisfy secured and allowed claims as approved by the U.S

Bankruptcy Court for the District of Delaware

2.4 Effect on Financial Position

The Company accounted for the transfer of the Transferred Assets in satisfaction of the

Companys claims relating to the 2007 MEC Bridge Loan the MEC Project Financing

Facilities and the 2008 MEC Loan with an estimated fair value of U.S.$344.7 million at

April 30 2010 and the cash payment of U.S .$89 million to the unsecured creditors of

MEC plus U.S.$ 1.5 million as reimbursement for certain expenses incurred in connection

with the action commenced by the Credited Committee The Company also received in

cash the balance of the proceeds from the sale by MEC of Remington Park of U.S.$5

million and cash of U.S.$40 million included in the working capital of the Transferred

Assets

Tor 2628236.6
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On May 2010 the Company through an indirect wholly-owned subsidiary entered

into an agreement with wholly-owned subsidiary of Penn National Gaming Inc

Penn providing for joint ventures to own and operate the Maryland Jockey Club

MJC real estate and racing operations and the right to pursue non-racing gaming

opportunities at MJC properties On July 2010 all closing conditions relating to this

transaction were completed The agreement stipulates that MJCs real estate and

racing operations the Real Estate and Racing Venture will be owned by joint

venture to be 51% owned and managed by the Company and ii the right to develop and

operate any future gaming opportunities other than racing at the MJC properties the

Gaming Venture will be owned by joint venture to be 51% owned and managed by
Penn Penn paid the Company U.S.$26.3 million for Penns interest in the Real Estate

and Racing Venture and the Gaming Venture on closing which included working

capital adjustment and the reimbursement by Penn to the Company of certain expenses of

approximately U.S.$0.3 million Each of the Company and Penn has agreed to contribute

an additional U.S.$6.0 million in working capital to the joint ventures In addition the

Company and Penn have agreed to ensure adequate operating capital at MJC pursuant to

an operating plan as mutually determined by the Company and Penn and approved by

Maryland Racing Commission until December 31 2011

During the period from May 2010 to December 31 2010 the Company expects to

incur operating losses related to the Transferred Assets due to the seasonal nature of those

businesses

The Company is not presently planning or proposing to make material changes to its

business affairs or the affairs of the Transferred Assets which may have significant

effect on the results of operations and financial position of the Company

2.5 Prior Valuations

Not applicable

2.6 Parties to Transaction

Mr Frank Stronach was an informed person for the purposes of National Instmment

51-102 Continuous Disclosure Obligations NI 51-102 Mr Stronach the chairman

of the board of directors of the Company and chairman of the board of directors of MEC
controlled the Company which in turn controlled MEC

The Company was an informed person for the purposes NI 51-102 The Company

owned directly or indirectly 218116 Class Subordinate Voting Stock and 2923302
Class Stock of MEC These holdings represented approximately 54% equity interest

and 96% voting interest in MEC

2.7 Date of Report

December 22 2010

Tor 2628236.6



-4-

Item Financial Statements

The business of the Transferred Assets had recently emerged from bankruptcy and

current management of the business and the Company has made every reasonable effort

to obtain access to or copies of the historical accounting records necessary to audit the

combined financial statements for the Transferred Assets as contemplated by section 8.4

of NI 51-102 but such efforts were unsuccessful The Company has received an

exemption from the Canadian securities regulatory authorities pursuant to section 13.1 of

NI 51-102 from the requirements of section 8.4 of NI 51-102 to include financial

statements in this Report and is providing the alternative financial information as

condition of the exemption provided by the Canadian securities regulatory authorities

The following financial information included in Schedule forms part of this Report

appraisal of the Companys properties around Gulfstream Park dated August 12

2010 of Cushman Wakefield of Florida Inc

appraisal of Santa Anita Racetrack site and excess land dated July 26 2010 of CB
Richard Ellis Inc

appraisal of Pimlico Racecourse land only dated July 21 2010 of CB Richard

Ellis Inc

appraisal of Laurel Park land dated July 19 2010 of Cushman Wakefield of

Washington D.C Inc

appraisal of Palm Meadows dated July 14 2010 of Cushman Wakefield of

Florida Inc

appraisal of Golden Gate Fields land as if vacant dated July 2010 of CB
Richard Ellis Inc

appraisal of Bowie Race Track land dated December 23 2009 of Cushinan

Wakefield of Washington D.C Inc

intangible valuation analysis of XpressBet Inc dated August 10 2010 of Peter

Ott Associates Inc

intangible valuation analysis of Amtote International Inc dated August 10 2010

of Peter Ott Associates Inc

summary of the aggregate appraised value of the Transferred Assets and the

adjustments made thereto for the purposes of the Companys fmancial statements

allocation of the purchase consideration to the Transferred Assets and explanatory

notes prepared in accordance with U.S GAAP Accounting Standards No 805
Business Combinations and audited in accordance with CICA Handbook 5805
and

Tor 2628236.6
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monthly operating report
of MEC filed on the Electronic Data Gathering

Analysis and Retrieval system of the U.S Securities and Exchange Commission

dated May 31 2010 for the period from April 2010 to April 30 2010 together

with cover page describing the purpose for which such monthly report was

prepared and the relevance of such monthly operating report

Tor 2628236.6
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APPRAISAL OF REAL PROPERTY

MID Properties Around Gulfstream Park

SEQ thS and Hallandale Beach Blvd

Hallandale Beach Broward County FL 33309

IN RESTRICTED USE APPRAISAL REPORT

As of April 30 2010

CUSHMAN
WAKEFIELD
ob tt Sutkr

Prepared For

Ml Developments Inc

455 Magna Drive

Aurora Ontario L4G 7A9

Canada

Prepared By

Cushman Wakefield of Florida Inc

Valuation Services Capital Markets Group

800 Corporate Drive Suite 700

Ft Lauderdale FL 33334

CW File ID 10 420059206
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CUSHMAN
WAKEFIELD

CUSHMAN WAKEFIELD OF FLORIDA INC

800 CORPORATE DRIVE SUITE 700

FT LAUDERDALE FL 33334

FT Lauderdale OF FLORIDA 33334

August 12 2010

Rocco Liscio

Executive Vice President and Chief Financial Officer

Ml Developments Inc

455 Magna Drive

Aurora Ontario L4G 7A9

Canada

Re Appraisal of Real Property

In Restricted Use Report

MID Properties Around Gulfstream Park

SEQ U.S and Hallandale Beach Blvd

Hallandale Beach Broward County FL 33309

CW File ID 10-42005-9206

Dear Mr Liscio

In fulfillment of our agreement as outlined in the Letter of Engagement we are pleased to transmit our appraisal

of the above property in Restricted Use Report which is intended to comply with the reporting requirements set

forth Under Standards Rule 2-2c of the Uniform Standards of Professional Appraisal Practice USPAP In

accordance with USPAP the use of this report is restricted to the client its professional advisors and auditors

and any regulating securities commissions only The report presents limited discussions of the data reasoning
and analyses used in the appraisal process to develop the appraisers opinion of value and may not be

understood without additional information in the appraisers work file The depth of discussion contained in this

report is specific to the needs of the client and for the intended use stated in the following pages

Client Rocco Liscio

455 Magna Drive

Aurora Ontario L4G 7A9

Canada

Intended User In compliance with USPAP the Client is the only Intended User As

part of its use the report may be used by the Clients professional

advisors and auditors and any regulating securities commissions

Intended Use Client use only

Identification of the Real Estate
MID Properties Around Gulfstream Park

SEQ U.S and Hallandale Beach Blvd

Hallandale Beach FL 33309

VALUATION SERVICES
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MI DEVELOPMENTS INC

AUGUST 122010

PAGE

Current Use

Highest and Best Use

As If Vacant

Highest and Best Use

As Improved

Type of Value

Real Property Interest Valued

Sales History

Current Disposition

Date of Inspection

Effective Date of Value

Date of Report

CUSHMAN WAKEFIELD OF FLORIDA INC

Most of the subject parcels consist of vacant land The portion of the

subject property known as the Racing Land is currently improved

with thoroughbred race course and attendant buildings and uses It

also includes an operating casino Per the terms of our engagement
this portion of the property is being valued as if it were vacant land

The only portion of the subject that is being valued as an improved

property is Phase of The Village at Gulfstrearn Park One of the

subjects of this appraisal is the leasehold interest in the operating

property This mixed-use property contains retail component of

408975 square feet of gross leasable area and office component of

88861 square feet of net rentable area

Considering the subject sites physical characteristics and location as

well as the state of the local market it is our opinion that the highest

and best use of the Aventura Condo site is considered to be the 480

condominium units that have been approved on the site The highest

and best use of the Aventura Commercial site is mixed-use

development The highest and best use of the Eastern 10.17 acre

parcel is for low-rise multi-family residential The highest and best use

of the racing land is mixed-use development The highest and best

use of Phases and II is for mixed-use development consistent with

the approved DRI For all of the subject properties the current state of

the market does not provide for feasible development hence the

highest and best use as vacant is to hold until development becomes

feasible

The only portion of the subject that is improved other than the racing

land which is being valued as if vacant is Phase of The Village at

Gulfstream Park It is our opinion that the Highest and Best Use of this

portion of the subject property as improved is mixed-use property as

it is currently improved

Market Value defined later in this report

Leased fee leasehold and fee simple interests as indicated in the

summary of properties below

To the best of our knowledge none of the properties have transferred

within the past three years

To the best of our knowledge none of the properties are under

contract of sale nor are any being marketed for sale

June 2010

April 30 2010

August 12 2010

VAIUATIQN SERVICES CUSHMANI
WAKEFIELD



ROCCO LISCO CUSHMAN WAKEFIELD OF FLORIDA INC

MI DEVELOPMENTS INC

AUGUST 122010

PAGE

Extraordinary Assumptions At the request of the Client the appraisal of The Village at Gulfstream

Park Phase employs the following extraordinary assumptions no

leasing commissions have been deducted for the initial lease-up and

only certain tenant improvements have been included These costs

have been included in the estimated development costs and are

considered by the Client to be part of development Costs

Hypothetical Conditions The portion of the property identified as Racing Land is currently

improved with various racing related facilities including thoroughbred

horse racing track clubhouse and casino At the request of the Client

the appraisal of this area consists of land value only and employs the

hypothetical condition that there are no improvements to be

demolished and The land is available for development

Opinions of Value See various value conclusions below

Exposure Time 24 months

The subject of this appraisal report consists of seven distinct properties The following is summary of these

properties

Property Name Description Interest Appraised

Aventura Condo Land This is 6.19 acre parcel of vacant land with Fee Simple

approvals for 480 condominium units The site lies

in the City of Aventura

Aventura Commercial Land This is 19.55 acre parcel that lies at the northeast Fee Simple

corner of Biscayne Boulevard and NE 213th Street

in the City of Aventura It does not have approvals

in place but is projected to have 1464824 square

feet of mixed-use development including retail

office hotel and medical

Eastern 10.17 Acres This reflects 10.17 acres of vacant land that lies Fee Simple

east of the Gulfstream Park racing facility It is

planned for low-rise residential development but

has no approvals in place

Racing Land This consists of 135.10 acres of land currently Fee Simple

improved with various racing related facilities

including the racetrack and casino barns for the

horses and some surface parking Our valuation

does not consider any value attributable to any of

the improvements Our value consists of land value

only based on the hypothetical condition that it

consisted of vacant land available for development

This land lies east of U.S within the City of

Hallandale Beach just north of the City of

VALUATION SERVICES ACUSHMANF
WAKEFIELD



ROCCO USCIO CUSHMAN WAKEFIELD OF FLORIDA INC
MI DEVELOPMENTS INC

AUGUST 122010

PAGE

Aventura

Ground Lease on Phases II Phases and II comprise total of 53.08 acres at Leased Fee

the present time This is the area currently

encumbered with ground lease between Magna

Entertainment Corp MEC as lessor and joint

venture between MEC and Forest City as lessee

The joint venture has options to take down

additional land area from Phase II Our valuation is

based on the 53.08 acres that currently comprise

the ground leased area This area lies west of the

Racing Land This includes the land under the

Village at Gulfstream Park Phase

Phase II Development Rights Phase Il of The Village at Gulfstream Park consists Leasehold

of 10.84 acres It lies north of Phase and west of

the north end of the Racing Land This area is

currently vacant but is part of DRI that provides

the following development rights 342789 square

feet of retail space 51139 square feet of office

space 1500 residential units 500 hotel units and

2500 seat theatre It is subject to the ground

lease that covers both Phases and II

Village At Gulfstream Park Phase This is mixed-use retail and office property that Leasehold

opened in February 2010 There are still stores

under lease that have not opened as tenant

improvements are still being completed for some

tenants This phase contains total of 497836

square feet of gross leasable area of which

408975 square feet are retail space and 88861

square feet are office space

AVENTURA CONDO LAND MARKET VALUE AS IS
Based on the agreed to Scope of Work and as outlined in the report we developed an opinion that the Market

Value of the fee simple estate of the Aventura Condo Land subject to the assumptions and limiting conditions

certifications extraordinary assumptions and hypothetical conditions if any and definitions As-ls on April 30
2010 was

SEVEN MILLION TWO HUNDRED THOUSAND DOLLARS

$7200000
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AVENTURA COMMERCIAL LAND MARKET VALUE AS IS

Based on the agreed to Scope of Work and as outlined in the report we developed an opinion that the Market

Value of the fee simple estate of the Aventura Commercial Land subject to the assumptions and limiting

conditions certifications extraordinary assumptions and hypothetical conditions if any and definitions As-ls on

April 30 2010 was

TWENTY FOUR MILLION NINE HUNDRED THOUSAND DOLLARS

$24900000

EASTERN 10.17 ACRES OF LAND MARKET VALUE AS IS
Based on the agreed to Scope of Work and as outlined in the report we developed an opinion that the Market

Value of the fee simple estate of the 10.17 acres of land east of Gulfstream Park subject to the assumptions and

limiting conditions certifications extraordinary assumptions and hypothetical conditions if any and definitions

As-ls on April 30 2010 was

TWO MILLION SEVEN HUNDRED THOUSAND DOLLARS

$2700000

RACING LAND HYPOTHETICAL MARKET VALUE AS IS

Based on the agreed to Scope of Work and as outlined in the report we developed an opinion that the

Hypothetical Market Value of the fee simple estate of the 135.10 acres of land that comprises the racing land of

Gulfstream Park this consists of land value only assigning no value to any of the existing improvements and not

considering any demolition costs subject to the assumptions and limiting conditions certifications extraordinary

assumptions and hypothetical conditions if any and definitions As-ls on April 30 2010 was

FORTY MILLION FOUR HUNDRED THOUSAND DOLLARS

$40400000

CLUBHOUSE BUILDING HYPOTHETICAL MARKET VALUE AS IS
Based on the agreed to Scope of Work and as outlined in the report we developed an opinion that the

Hypothetical Market Value of the fee simple estate of the Clubhouse Building This building overlooks the

racecourse and also contains the casino restaurants and nightclub It is estimated to contain total of 330000

square feet of gross leasable area subject to the assumptions and limiting conditions certifications

extraordinary assumptions and hypothetical conditions if any and definitions As-ls on April 30 2010 was

TWENTY SIX MILLION EIGHT HUNDRED THOUSAND DOLLARS

$26800000

GROUND LEASE ON PHASES AND II MARKET VALUE AS IS
Based on the agreed to Scope of Work and as outlined in the report we developed an opinion that the Market

Value of the leased fee estate of the 53.08 acres of land that comprise Phases and II of Gulfstream Park

subject to the assumptions and limiting conditions certifications extraordinary assumptions and hypothetical

conditions if any and definitions As-ls on April 30 2010 was

THIRTY ONE MLLION FOUR HUNDRED THOUSAND DOLLARS

$31400000
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PHASE II DEVELOPMENT RIGHTS MARKET VALUE AS IS

Based on the agreed to Scope of Work and as outhned in the report we developed an opinion that the Market

Value of the leasehold estate of the Phase II development nghts subject to the assumptions and limiting

conditions certifications extraordinary assumptions and hypothetical conditions if any and definitions As-Is on

April 30 2010 was

TWENTY ONE MILLION DOLLARS

$21000000

THE VILLAGE AT GULFSTREAM PARK PHASE

AS IS VALUE
Based on the agreed to Scope of Work and as outlined in the report we developed an opinion that the

Prospective Value Upon Completion of the Leased Fee estate of Phase of The Village at Gulfstream Park

currently under construction and nearing completion subject to the assumptions and limiting conditions

certifications extraordinary assumptions and hypothetical conditions As-Is on April 302010 was

ONE HUNDRED FORTY FIVE MILLION DOLLARS

$145000000

PROSPECTIVE VALUE UPON STABILIZATION
Based on the agreed to Scope of Work and as outlined in the report we developed an opinion that the

Prospective Value Upon Stabilization of the Leased Fee estate of Phase of The Village at Gulfstream Park

subject to the assumptions and limiting conditions certifications extraordinary assumptions and hypothetical

conditions if any and definitions Upon Stabilization forecast as of May 2013 based upon market conditions

as of April 30 2010 will be

ONE HUNDRED SIXTY SIX MILLION DOLLARS

$166000000

MARKET VALUE DEFINITION
The most probable price which property should bring in competitive and open market under all conditions

requisite to fair sale the buyer and seller each acting prudently and knowledgeably and assuming the price is

not affected by undue stimulus Implicit in this definition is the consummation of sale as of specified date and

the passing of title from seller to buyer under conditions whereby

Buyer and seller are typically motivated

Both parties are well informed or well advised and acting in what they consider their best interests

reasonable time is allowed for exposure in the open market

Payment is made in terms of cash in United States dollars or in terms of financial arrangements

comparable thereto and

The price represents the normal consideration for the property sold unaffected by special or creative

financing or sales concessions granted by anyone associated with the sale

Source 12 C.F.R Part 34.42g Federal Register 34696 August 24 199Q as amended at 57 Federal Register 1220Z April

1992 59 Federal Register 29499 June 1994
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SCOPE OF WORK
We prepared this independent and impartial apprasal of the property in conformance with the requirements of

USPAP The report includes only the appraisers conclusion and cannot be properly understood without reference

to the appraisers file which is maintained within our offices The level of detail and depth of the analysis is

considered to be commensurate with the complexity of the property type and market conditions

In total the level of detail and depth of the analysis is considered to be commensurate with the complexity of the

property type and market conditions Sufficient data due diligence and analysis are combined in this valuation to

produce reasonably reliable market value conclusion that serves the needs of the client As part of this

appraisal number of independent investigations and analyses were required

The appraisal process performed is outlined as follows

Inspected the subject property and comparable data

Collected primary and secondary data related to the subject

Investigated the general trends in the regional economy and local area

Investigated sales in the subjects market and analyzed rental data where appropriate

Used generally accepted market-derived methods and procedures appropriate to the assignment

Set forth all assumptions and limiting conditions that affect the analyses opinion and conclusions as

stated in this report

Provided signed certification in accordance with Standards Rule 2-3 of USPAP

There were no specific limitations requested by the client or imposed by the appraisal problem Sufficient data

due diligence and analysis are combined in this valuation to produce reliable market value conclusion that

serves the needs of the client

There are three generally accepted approaches to developing an opinion of value Cost Sales Comparison and

Income Capitalization We considered each in this appraisal to develop an opinion of the market value of the

subject property In appraisal practice an approach to value is included or eliminated based on its applicability to

the property type being valued and the quality of information available The
reliability

of each approach depends

on the availability and comparability of market data as well as the motivation and thinking of purchasers

We considered each approach in developing our opinion of the market value of the subject property The use or

exclusion of specific valuation approaches is described below

Cost Approach This approach was not included in preparing the appraisal

Sales Comparison Approach This approach was included in preparing portions of the appraisal

Income Capitalization Approach This approach was included in preparing portions of the appraisal

The methods and techniques used to prepare this appraisal are the most likely to be used in typical practice and

they result in reliable indication of value

CUSHMANVALUATOt SERVICES
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ASSUMPTIONS AND LIMITING CONDITIONS
Report means the appraisal or consulting report and conclusions stated therein to which these Assumptions and Limiting

Conditions are annexed

Property means the subject of the Report

CW means Cushman Wakefield Inc or its subsidiary that issued the Report

Appraisers means the employees of CW who prepared and signed the Report

The Report has been made subject to the following assumptions and
limiting conditions

No opinion is intended to be expressed and no responsibility is assumed for the legal description or for any

matters that are legal in nature or require legal expertise or specialized knowledge beyond that of real estate

appraiser Title to the Property is assumed to be good and marketable and the Property is assumed to be free

and clear of all liens unless otherwise stated No survey of the Property was undertaken

The information contained in the Report or upon which the Report is based has been gathered from sources the

Appraiser assumes to be reliable and accurate The owner of the Property may have provided some of such

information Neither the Appraiser nor CW shall be responsible for the accuracy or completeness of such

information including the correctness of estimates opinions dimensions sketches exhibits and factual

matters Any authorized user of the Report is obligated to bring to the attention of CW any inaccuracies or

errors that it believes are contained in the Report

The opinions are Only as of the date stated in the Report Changes since that date in external and market

factors or in the Property itself can
significantly

affect the conclusions in the Report

The Report is to be used in whole and not in part No part of the Report shall be used in conjunction with any

other analyses Publication of the Report or any portion thereof without the prior written consent of CW is

prohibited Reference to the Appraisal Institute or to the MAI designation is prohibited Except as may be

otherwise stated in the letter of engagement the Report may not be used by any persons other than the

partyies to whom it is addressed or for purposes other than that for which it was prepared No part of the

Report shall be conveyed to the public through advertising or used in any sales promotion offering or SEC

material without CWs prior written consent Any authorized users of this Report who provides copy to or

permits reliance thereon by any person or entity
not authorized by CW in writing to use or rely thereon

hereby agrees to indemnify and hold CW its affiliates and their respective shareholders directors officers

and employees harmless from and against all damages expenses claims and costs including attomeys fees

incurred in investigating and defending any claim arising from or in any way connected to the use of or

reliance upon the Report by any such unauthorized persons or entityies

Except as may be otherwise stated in the letter of engagement the Appraiser shall not be required to give

testimony in any court or administrative proceeding relating to the Property or the Appraisal

The Report assumes responsible ownership and competent management of the Property there are no

hidden or unapparent conditions of the Property subsoil or structures that render the Property more or less

valuable no responsibility is assumed for such conditions or for arranging for engineering studies that may be

required to discover them full compliance with all applicable federal state and local zoning and

environmental regulations and laws unless noncompliance is stated defined and considered in the Report

and all required licenses certificates of occupancy and other governmental consents have been or can be

obtained and renewed for any use on which the value opinion contained in the Report is based

The physical condition of the improvements considered by the Report is based on visual inspection by the

Appraiser or other person identified in the Report CW assumes no responsibility for the soundness of

structural components or for the condition of mechanical equipment plumbing or electrical components

CUSHMANVALUATION SERVICES WAKEFIELD
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The forecasted potential gross income referred to in the Report may be based on lease summaries provided by

the owner or third parties The Report assumes no responsibility for the authenticity or completeness of lease

information provided by others CW recommends that legal advice be obtained regarding the interpretation of

lease provisions and the contractual rights of parties

The forecasts of income and expenses are not predictions of the future Rather they are the Appraisers best

opinions of current market thinking on future income and expenses The Appraiser and CW make no

warranty or representation that these forecasts will materialize The real estate market is constantly fluctuating

and changing It is not the Appraisers task to predict or in any way warrant the conditions of future real

estate market the Appraiser can only reflect what the investment community as of the date of the Report

envisages for the future in terms of rental rates expenses and supply and demand

Unless otherwise stated in the Report the existence of potentially hazardous or toxic materials that may have

been used in the construction or maintenance of the improvements or may be located at or about the Property

was not considered in
arriving at the opinion of value These materials such as formaldehyde foam insulation

asbestos insulation and other potentially hazardous materials may adversely affect the value of the Property

The Appraisers are not qualified to detect such substances CW recommends that an environmental expert

be employed to determine the impact of these matters on the opinion of value

Unless otherwise stated in the Report compliance with the requirements of the Americans with Disabilities Act

of 1990 ADA has not been considered in arriving at the opinion of value Failure to comply with the

requirements of the ADA may adversely affect the value of the Property CW recommends that an expert in

this field be employed to determine the compliance of the Property with the requirements of the ADA and the

impact of these matters on the opinion of value

If the Report is submitted to lender or investor with the prior approval of CW such party should consider this

Report as only one factor together with its independent investment considerations and underwriting criteria in

its overall investment decision Such lender or investor is
specifically

cautioned to understand all Extraordinary

Assumptions and Hypothetical Conditions and the Assumptions and Limiting Conditions incorporated in this

Report

In the event of claim against CW or its affiliates or their respective officers or employees or the Appraisers in

connection with or in any way relating to this Report or this engagement the maximum damages recoverable

shall be the amount of the monies actually collected by CW or its affiliates for this Report and under no

circumstances shall any claim for consequential damages be made

If the Report is referred to or included in any offering material or prospectus the Report shall be deemed

referred to or included for informational purposes only and CW its employees and the Appraiser have no

liability to such recipients CW disclaims any and all liability to any party other than the party that retained

CW to prepare the Report

Any estimate of insurable value if included within the agreed upon scope of work and presented within this

report is based upon figures derived from national cost estimating service and is developed consistent with

industry practices However actual local and regional construction costs may vary significantly from our

estimate and individual insurance policies and underwriters have varied specifications exclusions and non-

insurable items As such we strongly recommend that the Client obtain estimates from professionals

experienced in establishing insurance coverage for replacing any structure This analysis should not be relied

upon to determine insurance coverage Furthermore we make no warranties regarding the accuracy of this

estimate

By use of this Report each party that uses this Report agrees to be bound by all of the Assumptions and

Limiting Conditions Hypothetical Conditions and Extraordinary Assumptions stated herein

CUSHMAN
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CERTIFICATION OF APPRAISAL
We certify that to the best of our knowledge and belief

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

The reported analyses opinions and conclusions are limited only by the reported assumptions and limiting

conditions and are our personal impartial and unbiased professional analyses opinions and conclusions

We have no present or prospective interest in the property that is the subject of this report and no personal

interest with respect to the parties involved

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

assignment

Our engagement in this assignment was not contingent upon developing or reporting predetermined results

Our compensation for completing this assignment is not contingent upon the development or reporting of

predetermined value or direction in value that favors the cause of the client the amount of the value opinion

the attainment of stipulated result or the occurrence of subsequent event directly related to the intended

use of this appraisal

The reported analyses opinions and conclusions were developed and this report has been prepared in

conformity with the requirements of the Code of Professional Ethics Standards of Professional Appraisal

Practice of the Appraisal Institute which indude the Uniform Standards of Professional Appraisal Practice

The use of this report is subject to the requirements of the Appraisal Institute relating to review by its duly

authorized representatives

James Walsh MAI MRICS made personal inspection of the property that is the subject of this report

No one provided significant
real property appraisal assistance to the persons signing this report

As of the date of this report James Walsh MAI MRICS has completed the continuing education program

of the Appraisal Institute

Our analyses opinions or conclusions were developed and this report has been prepared in conformity with the

requirements of the State of Florida for State-certified appraisers

The use of this report is subject to the requirements of the State of Florida relating to review by the Real Estate

Appraisal Subcommittee of the Florida Real Estate Commission

/1

James Walsh MAI MRICS

Senior Director

State-Certified General Real Estate Appraiser

No RZ483

Jim.walsh@cushwake.com

954 938-2615

954 771-3608 Fax
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ADDENDA CONTENTS
ADDENDUM CLIENT SATISFACTION SURVEY

ADDENDUM ENGAGEMENT LETTER

ADDENDUM VALUATION ADDENDUM

ADDENDUM QUALIFICATIONS OF THE APPRAISER
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ADDENDUM
CLIENT SATISFACTION SURVEY
As part of our new quality monitoring campaign atlached is short survey pertaining to this appraisal report and

the service that you received Would you please take few minutes to complete the survey to help us identify the

things you liked and did not like

Each of your responses will be catalogued and reviewed by members of our national Quality Control Committee
and appropriate actions will be taken where necessary Your feedback is critical to our effort to continuously

improve our service to you and is sincerely appreciated

To access the questionnaire please click on the link here

http//www surveymonkey.corn/s.aspxsrn 2bZUxcl p1 ii DWj6n 2fswhl KQ 3d 3dc08-xxxxx-xxxx

The survey is hosted by Surveymonkey.com an experienced survey software provider Alternatively simply print

out the
survey attached in the Addenda of this report and fax it to 716 852-0890

Given the scope and complexity of the assignment please rate the development of the appraisal relative to the

adequacy and relevance of the data the appropriateness of the techniques used and the reasonableness of the

analyses opinions and conclusions

Excellent

Good

Average

Below Average

Poor

Comments____________________

Please rate the appraisal report on clarity attention to detail and the extent to which it was presentable to your

internal/external users without revisions

Excellent

Good

Average

Below Average

Poor

Comments

VALUATION SERVICES
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The appraiser communicated effectively by listening to your concerns showed sense of urgency in

responding and provided convincing support of his/her conclusions

Not Applicable Excellent

Good

Average

Below Average

Poor

Comments

The report was on time as agreed or was received within an acceptable time frame if unforeseen factors

occurred after the engagement

Yes

No

Please rate your overall satisfaction relative to cost timing and quality

Excellent

Good

Average

Below Average

Poor

Comments

Any additional comments or suggestions
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Would you like representative of Cushman Wakefields National Quality Control Committee to contact you

Yes

No

Your Name

Your Telephone Number
__________________________________________________

Contact Information Scott Schafer

Managing Director National Quality Control

716 852-7500 ext 121
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ADDENDUM
ENGAGEMENT LETTER
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GULFSTREAM PARK PROPERTIES

ADDENDUM
VALUATION ADDENDUM
The followng tables and discussions provide support for our value conclusions stated herein

AVENTURA CONDO LAND
The following consists of summary of the comparable sales followed by the adjustment grid

and our concluon of As Is value
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Compiled by Culdiman Wakefield ofF/coda Inc

The value conclusion above reflects the limited marketabihty of the Aventura Condo Land rn the current markot

We have also provided an estimate of value for more rtormalizecf market in terms of balance between SUPPlY

and demand for land We have discounted this value back to the present in order to reflect the current present

value The projected value of this portion of the subject property is $35000 per developable unit With 480

developable unts this indicates projected land value in four years of $16800000 We used discount rate of

23.0 percent in this analysis Properties of this type would be expected to require an internal rate of return the

range of 200 to 250 percent have used discount rate of 230 percent in this analysts The resulting net

presert value of $7339878 supports our As Is value conclusion of $7200000

Projected Unit Value in Four Years

Projected Land Value in Four Years
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LAND VALUE CONCLUSON
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$15000

Discount Rate 23.0%

Net Present Value $7339878
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GULS1REAM PARK PRQPERflE$ AUDFP1DA CONIEPFrS
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ndceed Vaue

Rounded to nearest $100000

$lUnft Basis

Compiled by Cuhmar W513efle1d of FIod Inc

The value conclusion above reflects the limited marketability of the Eastern 10 Acre Parcel the current market

We have also provided an eslimate of value for more normalized market terms of balance between supply

and demand for 3and We havo discounted this value beck to the present in order to reflect the curmnt present

value The projected value of this portion of the subject property Is $353000 per developable unit With 180

developable units this nthcates projected land vaue in four years of $833003000 We used discount rate of

230 percent in this analysis Properties of this type would be expected to requwe an mternal rate of return in the

range of 200 to 25.0 percent We have used thscount rate of 230 percent in this analysis The resuting net

present vatue of $2752454 supports our As ts value conclusion of $237003000

Projected Per Unit Value ni Four Years $353000

Projected Land Value Four Years $6300000

03111000

5.35

00034 ly

00000000

1034050

0415.111

3.010300

Ad 3004010

045410

LAND VALUE coucLusoN

$unlt BasIs

$2700 000

$15000

Discount Rate

Net Present Value

23.0%

$2752454
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ADDIO4DA NTENfl

RA LAND
Land comprises 136 10 acres 1684 956 square feet of land area Most of this

ntly ved with irious racing rolatod facilities including the Culfstrea Park

and no hor1s barns practice track etc At the request of the Client the

of thi area ccnsists of land value only and employs the hypothetical condition that

proven cnts to bt demolished and the land is available for development The

nsrAs of summary of the comparable sales followed by the adjustment grid and

on Hypcthetical As Is alue Since we are providing separate hypothetical

thi lubhouse Building we have deducted the estimated acres of land

ths area Therefore we have used total acreage fur the Pauiny dnd of

716 066 squaro feet
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DULFSTREAM PARK PROPERTIES ADDENDA CONTENTS

Copikd by Cushmw Whefd Pkrbk laO

iflMMiotLt
Conp0l 0%d0% IS 00%
00% ol s0o0m 0%II0o 4010

01400 0000%S S1%aO %0000 44140404

Complied by Cusbman Wekefleid orFiodpe Inc

The value COnClUSiOn above reflects the limited marketability of the Racing Land in the current market We have

also provided an estimate of value for more normalized market in terms of balance between supply and

demand for land We have discounted this value back to the present in order to reflect the current present value

The projected value of this portion of the subject property on retail basis and in normalized market is $16 00

per square foot of land area With 5776056 square feet of tend area this indicates projected total land value of

$92416896 We estimated that it would take three years to sell of this land aftei two year period In which there

were no sates herefore the following cash flow analysis shows fIve year seWout period with no sales in the

first tw years At equal lend amounts being sold in each of the three years of sales the sales in the third year are

estimated at $30805632 We projected that as the market recovers there wilt be en ability to increase the retail

prices of the land Hence we increased the annual land sates by 30 percent in each of the last two years We

estimated 40 percent cost of sate to include commissions and transactions costs related to the transfer of the

real estate Properties of this type would be expected to require an internet rate of return in the range of 20 to

25 percent We have used discount rate of 23 percent in this analysis The resulting net present vaiue of

$40344672 supports our As Is value conclusion of $40400000
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S/SF Basis

LAND VALUE CONCLUSION

S/SF Basis

$40400000
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ADDENDA CON TFNT5

RACING LAND SELL-OUT ANALYSiS

Dsounted Cash How Anaiys

YEar Year Year3 Year4 Year

$0 $0 $3Q805 632 $3t729801 $32 68tb95

$0 $0 $1232225 $1269192 $1307268

ak $0 $0 $29573401 $30460609 $31 3f4 427

$4 64 584

$10 34 72

$3 096 968



GULFSTREAM PARK PROPERTIES ADDENDA CONTENTS

HYPOTHETICAL VALUE OF CLUBHOUSE BUILDING
This is building that overlooks the race track It contains several viewing areas to watch the racing It also has

restaurant and nightclub The Gulfstream Park casino operations are in this building as well We have been

asked to provide hypothetical value of these improvements if they were to be converted to retail use We have

not incorporated any current leases in our analysis We have projected rents for the existing space based upon
market parameters We have held 20.0 percent of the space as permanently vacant plus we have estimated

10.0 percent vacancy rate and 1.0 percent collection loss allowance We have estimated market rent at $25.00

per square foot on net basis Our estimates are based on three year period from the date of value before any

leasing activity takes place During this initial three year period the property is held fully vacant with no rental

income It also does not have any net expenses as the property is considered to be operated such that the

racetrack operator picks up the net expenses until the start of the fourth year which coincides with the

commencement of the lease-up of the property

In consideration of the need for lease-up period we used 12-year plus reversion year for re-sale cash flow

projection for the As Is analysis and 10-year cash flow projection for the stabilized analysis The stabilized value

has not been reported in the letter of transmittal but is useful in checking the analysis in terms of reasonable

capitalization rate For the As Is analysis we reconciled at 10.0 percent discount rate Due to the lower risk

upon achieving stabilized occupancy we reconciled at 9.5 percent discount rate for the stabilized analysis For

both analyses we used an 8.5 percent terminal capitalization rate On the following pages are the various Argus

data sheets which provide the various schedules and assumptions used in both of these analyses As indicated

in these data sheets we have concluded to an As Is value as of April 30 2010 of $31400000 We have

projected prospective value upon stabilization estimated to be November 2014 but based on market

conditions as of April 30 2010 to be $59600000 This reflects going-in capitalization rate of 8.10 percent for

the subject property which is considered to be reasonable in the current market

VALUATION SERVICES



AG1S
Clubhouse Building

Gulfstreanr Park

Hallandale Beach Florida 33309

Prospective Present Value

Cash Flow Before Debt Service plus Property Resale

Discounted Annually Endpoint on Cash Flow Reaale over 12-Year Period

Software ARGUS Var 14.0.2

File Clubhouse BuildIng Yrs

Property Type Retail

Portfolio

Date 8/4/10

Time 443 pm
Ref ACP

Page

For the P.V of P.V of P.V of P.V of P.V of P.V of P.V of

Year Annual Cash Flow Cash Flow Cash Flow Cash Flow Cash Flow Cash Flow Cash Flow

________ Ending Cash Flow 9.25% 9.50% 9.75% 10.00% 10.25% 10.50% 10.75%

8353664 5863963 5810594 5757831 5705685 5654089 5603094 5552673
259255 168579 164686 162819 160977 159160 157388 155600

4557935 2680646 2644.134 2608201 2572836 2538029 2503770 2470050
4507523 2426542 2388026 2350207 2313072 2276606 2240795 2205626
4455596 2195504 2155723 2116750 2078568 2041.160 2004507 1968593
4659473 2101570 2058779 2.016954 1.976071 1936.107 1897039 1858845
4944357 2041246 1995118 1950135 1906264 1863476 1.821.742 1.781035
4.914122 1856 992 1810884 1766022 1722.370 1679.892 1638555 1598324

4855676 1679547 1634106 1589993 1547168 1505589 1465.218 1426017

24.800273 9284663 9040.862 8803250 8571661 8.345.930 8125.900 7911417
57223200 19793144 19257824 16737785 18233075 17743078 17267.315 16805341

$29077807 $28298486 $27541015 $26804736 $26089008 $25393215 $24716758

Rounded to Thousands $29078000 $28298000 $27541000 $26805000 $26089000 $25393000 $24717000

88.11 85.75 83.46 81.23

Percentage Value Distribution

Assured Income

Prospective Income

Prospective Property Resale

31 93% 31.95% 31 96% 31 98% 31.99% 32.00% 32.01%

68.07% 68.05% 68.04% 68.02% 68.01% 68.00% 67.99%

100.00% 100.00% 100 00% 100.00% 100.00% 100.00% 100.00%

Analysis

Period

Year Apr.2011

Year Apr-20 12

Year Apr-20 13

Year Apr.2014

Year Apr-2015
Year Apr-20 16

Year Apr-2017

Year Apr-2018

Year Apr-2019

Year 10 Apr.2020

Year 11 Apr.2021

Year 12 Apr.2022

Total Cash Flow

Property Resale 8.50% Cap

Total Property Present Value

Per SqFI 79.06 76.95 74.90



Clubhouse Building

Gulfstream Pod

Hallandale Beach Florida 33309

Prospective Present Value

Cash Flow Before Debt Service plus Property Resale

Discounted Annually Endpoint on Cash Flow Resale over 0-Year Period

Present Value as of 11/1/2014

For the P.V of P.V of P.V of P.V of PV of P.V Of P.V of

Year Annual Cash Flow Cash Flow Cash Flow Cash Flow Cash Flow Cash Flow Cash Flow

Ending Cash Flow 9.25% 9.50% .7s% 10.00% 10.25% 10.50% 10.75%

Year Oct-20 15

Year Oct.2016

Year Oct.2017

Year Oct-201

Year Oct-2019

Year Oct.2020

Year Oct-2021

Year Oct.2022

Year Oct.2023

Year 10 Oct-2024

Total Cash Flow

Property Resale 850% Cap

Total Property Present Value

$4735505 $4334558 $4324662 $4314811 $4305005 $4295243 $4285525 $4275851

4532716 3797658 3780335 3763132 3746046 3729077 3712222 3695482
4481557 3436882 3413395 3390122 3367060 3344207 3321560 3299117
4500948 3159499 3130744 3102315 3074208 3046419 3018943 2991776
4.843943 3112374 3077007 3042.120 3007707 2973761 2940273 2907236
4.943821 2907596 2867993 2829017 2780658 2752905 2715746 2679170
4884895 2529694 2587954 2.546989 2506.724 2467204 2.428395 2.390.282

4825.583 2377818 2334731 2292522 2251170 2210655 2.170959 2.132062
3782.654 1706.097 1671358 1637404 1604215 1571771 1540055 1509048
1922.519 793700 775764 758273 741 .214 724577 708350 692522

43454142 28255872 27963943 27676.685 27394.007 27.115819 26.842028 26.572546
78514746 32414309 31681814 30967485 30270833 29591382 28928.689 28282245

$50670181 $59645757 $58644170 $57664840 $56707201 $55770697 $54854791

Software ARGUS Ver 14.0.2
File Clubhouse Building Yrs

Property Type Retail

Portfolio

Date 6/4/10

Time 4.43 pm
Ref ACP

Page

Rounded to Thousands $60670000 $59646000 $58644000 $57665000 $56707000 $55771000 $54855000

ARGUS
SOIl WAIL

Analysis

Period

Per SqFt 163.85 180.74 177.71 174.74 171.84 169.00 166.23



Clubhouse Budding Software ARGUS Ver 140.2
Gulistream Park

File Clubhouse Building Yrs
Hallaridate Beach Florida 33309

Property Type Retail

Portfolio

tJate 8/4/10

rime 443pm
Pete ACP

Page
Sctredule Of Prospective Cash Flow

In Inflated Dollars as of 11/1/2014

Year Year Year Year Year Year Year Year Year Year 10 Year 11

For tIre Years Ending Oct-2015 Oct 2016 Oct 2017 Oct 2018 Oct-2019 Oct-2020 Oot-2021 Oct-2022 Oct-2023 Oct.2024 Oct-2025

Potential Gross Revenue

Base Rental Revenue $7071960 $7071960 $7071960 $7159485 $7599731 $7779156 $7779156 $7779156 57992643 $9090006 $9 551 173
Absorption Turnover Vacancy __________ __________ __________ __________ __________ __________ __________ __________ 7841681 1.5 __________
Scheduled Base Rental Revenue 7071860 7071.960 7071960 7.159485 7.599.731 7779155 7.779155 7779156 7208475 7498144 9551173

Expense Reimbursement Revenue

CAM 1.809547 1863828 1919754 1977348 2.036658 2097756 2160696 2225526 2098436 1.967540 2431878
Management Fee 218773 222144 224184 229464 239010 245776 248382 250.740 228514 221894 292332

Taxes 1206377 1242.552 1279824 1318230 1.357.788 1.398504 1440456 1483674 1398958 1.311898 1621254
Advertising Promo

Non-Reimbursable ____________

Total Reinursernent Revenue 3234697 3328524 3423762 3525042 3.633456 3.742.038 3849534 3959940 3725.808 3501132 4.345.464

Total Potential Gross Revenue 10306657 10400484 10495722 10684527 11233187 11521.194 11628.690 11739098 10934383 10999276 13.896637
General Vacancy 873772 1040050 1049572 1074288 1.118.986 11150616 1162.670 1173910 589.755 1265198 964321
Collection Loss 10090 104005J 104958 107.427j 111900 115 116288 117.390 110768 114757 132778

Effective Gross Revenue _3I 9256429 _341192 9502812 10002301 10255518 10349.532 10.447796 10233860 10618321 12799538

Operating Expenses

CAM 2261934 2329794 2.399687 2471.677 2545829 2622202 2700869 2781.695 2865351 2951312 3039853
Management Fee 279.959 277693 280235 265085 300069 307.866 310.485 313433 307015 316551 383986RE Taxes 1507955 1553196 1599790 1647784 1697218 1748.133 1800578 1854596 1910233 1967540 2.026566
Advertising Promo 376968 388298 399947 411944 424304 437032 450142 463649 477557 491884 506.640
Non-Reanbursable 75.399 77658 79990 82389 84862 87406 90029 92.729 95512 98377 101 328

Total Operating Expenses 4502235 4628639 4759649 4898879 5052282 02439 5352103 5506.302 5655.665 5827.664 Q058373

Net Operating Income 4829750 4629790 4581543 4603933 4950019 5053079 4.997429 4941494 4578192 4790657 6741165

Leasing Capital Costs

Tenant Improvements
161539 655848 166385

Leasing Commissions
514611 2089320 530049

Capital Reserves 94.245 97074 99986 102985 106076 109258 112533 115911 119358 122970 126660

Total Leasing Capital Costs $4245 97074 99986 102985 106076 109258 112.533 115911 795538 2868138 823.094

Cash Flow Before Debt Service 54735.505 $4532716 $4481557 $4500948 $4843943 $4943821 $4884896 $4825583 $3782654 $1922518 $5918071
Taxes tZtnr flflflta t_ntar3_n ZflCSZSS fl sattats5nnennnnflflctsfl



Clubhouse Building Software ARGUS Ver 14.0.2
Gulfstream Park File Clubhouse Building Yrs

Hatlandal Beach Florida 33309
Property Type Retail

Portfolio

Date 8112/10

Time 51 pm
Ref ACP

Page
Market

Market Leasing Assumption Results

In Inflated Dollars for th Fiscal Year Beginning 5/01/10

Year Year Year Year Year Year Year Year Year Year 10 Year 11 Year 12
For the Years Ending Apr-201 .pr-2012 Apr.2013 Apr-2014 Apr-2015 Apr-2016 Apr.2017 Apr.2018 Apr.2019 Apr.2020 Apr-2021 .922
Renewal Probability 75.00% 75.00% 75.00% 75.00% 75.00% 75.00% 7500% 75.00% 75.00% 75.00% 75.00% 75 00%

Market Rent SISqFIIYr

New 25.00 25.00 2575 25.52 27.32 28.14 2898 2985 30.75 3167 32.62 3360
Renewal 25.00 2500 25.75 26.52 27.32 28.14 28.98 29.85 30.75 31.67 32.62 33.60

Result 25.00 25.00 25.75 26.52 2732 28.14 28.98 29.85 30.75 31.67 3262 33.60

Months Vacant New 12.00 12.00 12.00 12.00 1200 12.00 12.00 1200 12.00 1200 12.00 1200
Renewal

Rounded

Tenant Improvements S/SqFt

New 10.00 10.30 10.61 10.93 11.26 11.59 11.94 12.30 1267 1305 13.44 13.84
Renewal 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00

Result 2.50 2.58 2.85 2.73 2.81 2.90 2.99 307 3.17 3.26 3.38 3.46

Leasing Commissions Percent

New 5.00% 5.00% 5.00% 5.00% 5.00% 5.00% 5.00% 5.00% 5.000/ 5.00% 5.00% 5.006
Renewal 2.50% 2.50% 2.50% 2.50% 2.50% 2.50% 2.50% 2.50% 2.50% 2.50% 2.50% 2.50%

Result 3.13% 3.13% 3.13% 3.13% 3.13% 3.13% 3.13% 313% 3.13% 3.13% 3.13% 3.13%

Rent Abatements New 000 0.00 0.00 0.00 0.00 0.00 0.00 0.00 000 0.00 0.00 0.00
Renewal 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00

Result 0.00 0.00 0.00 0.00 0.00 000 0.00 0.00 0.00 0.00 0.00 0.00

Non-Weighted Items

Rant Changes Yes Yes Yes Yes Yes Yes Yes Yes Yes Yes Yes Yes
Retail Rent Changes

Reimbursements PRS PRS PRS PRS PRS PRS PRS PRS PRS PRS PRS PRS
Term Lengths in Year 10 10 10 10 10 10 10 10 10 10 10 10

No Term Overrides
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Date 8/12/10
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Page
Market

Market Leasing Assumption Results

In Inflated Dollars for the Fiscal Year Beginning 5/01/10

Year 13

For the Years Ending Apr.2023

Renewal Probability 7500%

Market Rent SISqFtFYr

New 34.51

Renewal 34.61

Result 34.61

Months Vacant New 12 00

Renewal

Rounded

Tenant Improvements $/SqFt

New 14.26

Renewal 0.00

Result 56

Leasing Commissions Percent

New 00%
Renewal 2.50%

Result 3.13%

Rent Abatements New 0.00

Renewal 00

Result 0.00

Non-Weighted Items

Rent Changes Yes

Retail Rent Changes

Reimbursements PRS
Term Lengths in Year 10

AAecus
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Pag.1
Input Assumptions

Property Description Property Timing

Name CIubhuse Building Analysis Start Date 5/10

Address Gulfstream Park Reporting Start Date 5/10

Address2 Years to Report or End Date 12

City Hallandale Beach

State Florida

Zip 33309

Country

Portfolio

Property Type Retail

Property Reference

Property Version

Area Measures Constants

Label Area
_________________________________________________________

Property Size 330000 SqFt Total Purchase Price

Alt Prop Size SqFI

General Inflation

Inflation Month Analysis Start

Reimbursement Method Fiscal reimbursement using fiscal inflation

Overall Inflation Rates

Apr-2011 Apr-2012 Apr-2013 Apr-2014 Apc-2015 Apr-2016 Apr-2017 Apr-2018 Ap-2019 Apr-2020 Apr-2021 Apr-2022 Apr.2023 Apr-2024 Apr.2025 Apr-2026
General Inflation

Miscellaneous Revenues

Reimbursable Expenses

Non-Reimbursable Expenses

Capital Expenditures

CPI

Retail Sales Volume

MarketRent

Leasing Costs

Land Costs

Hard Costs

Soft Costs

Apr-2027

General Inflation

Miscellaneous Revenues

Reimbursable Expenses

Non-Reimbursable Expenses

Capftal Expenditures

CPl

Retail Sales Volume

Market Rent

Leasing Costs

Land Costs

Hard Costs

Soil Coats

continued on next page
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Reimbursable Expenses

Name Act Code Actuals Budgeted Units Frequency %Fixed Inflation Ref Acct Notes

CAM Detail s/Area Property Size 100

Management Fee of EGR
Taxes Detail S/Area Property Size 100

Advertising Promo Detail S/Area Property Size 100

Non-Reimbursable Detail S/Area Property Size 100

Gross Up for Reimbursement No

Detail Of CAM

Apr-201 Apr-2012 Apr-2013 Apr.2014 Apr-2015 Apr-2016 Apr-2017 Apr-2018 Apr.2019 Apr-2020 Apr.2021 Apr-2022 Apr-2023 .pp-2024 Apr-2025

May 0.5000 0.5000 0.5000 0.5000 0.5000 0.5000 0.5000 0.5000 0.5000 0.5000 0.5000 0.5000
June 0.5000 0.5000 0.5000 05000 0.5000 0.5000 0.5000 0.5000 0.5000 0.5000 0.5000 0.5000

July 0.5000 0.5000 0.5000 0.5000 0.5000 0.5000 0.5000 0.5000 0.5000 0.5000 0.5000 0.5000

August 0.5000 0.5000 0.5000 0.5000 05000 0.5000 0.5000 0.5000 0.5000 0.5000 0.5000 0.5000

September 0.5000 0.5000 0.5000 0.5000 05000 0.5000 0.5000 0.5000 0.5000 0.5000 0.5000 0.5000

October 0.5000 0.5000 0.5000 0.5000 0.5000 0.5000 0.5000 0.5000 0.5000 0.5000 0.5000 0.5000
November 0.5000 0.5000 0.5000 0.5000 0.5000 0.5000 0.5000 0.5000 0.5000 0.5000 0.5000 0.5000
December 0.5000 0.5000 0.5000 0.5000 0.5000 0.5000 0.5000 0.5000 0.5000 0.5000 0.5000 0.5000

January 0.5000 0.5000 0.5000 0.5000 0.5000 0.5000 0.5000 0.5000 0.5000 0.5000 0.5000 0.5000

February 0.5000 0.5000 0.5000 0.5000 0.5000 0.5000 0.5000 0.5000 0.5000 0.5000 0.5000 0.5000

March 0.5000 0.5000 0.5000 0.5000 0.5000 0.5000 0.5000 0.5000 0.5000 0.5000 0.5000 0.5000

April __________ _________ __________ 0.5000 0.5000 0.5000 0.5000 0.5000 0.5000 0.5000 0.5000 0.5000 0.5000 0.5000 0.5000

Annual Total 8.0000 6.0000 6.0000 6.0000 6.0000 6.0000 6.0000 6.0000 6.0000 6.0000 6.0000 6.0000
Inflation

Inflated Total 6.5564 8.7531 6.9556 7.1643 7.3792 7.6006 7.8286 8.0635 8.3054 8.5546 8.8112 9.0755

Detail Of CAM

Apr-2026 Apr.2027 Apr.2028

May 0.5000 0.5000 0.5000

June 0.5000 0.5000 0.5060

July 0.5000 5000 0.5000

August 0.5000 0.5000 0.5000

Septenter 0.5000 0.5000 0.5000

October 0.5000 0.5000 0.5000

November 0.5000 0.5000 0.5000

December 0.5000 0.5000 0.5000

January 0.5000 0.5000 0.5000

February 0.5000 0.5000 0.5000

March 5000 0.5000 0.5000

April 0.5000 0.5000 0.5000

Annual Total 6.0000 6.0000 6.0000

Inflation

Inflated Total 9.3478 9.6282 9.9 171

continued on next page



Clubhouse Building Software ARGUS Var 14.0.2
Gulfslream Park File Clubhouse BuiIdIn9 Yrs

Hallandale Beach Florida 33309
Property Type Retail

Portfolio

Date8/12j10

TIme 552 pm
Ref ACP

Page
Input Assumptions

continued from previous page

Detail Of Taxes

Apr.2011 Apr-2012 Apr.2013 Apr.2014 Apr.2015 Apr.2016 Apr-2017 Apr-2018 _p.2019 Apr.2020 Apr.2021 Apr-2022 Apr.2023 Apr.2024 Apr-2025

May 0.3333 0.3333 0.3333 0.3333 0.3333 0.3333 0.3333 0.3333 0.3333 0.3333 0.3333 0.3333
June 0.3333 0.3333 0.3333 0.3333 0.3333 0.3333 0.3333 0.3333 0.3333 0.3333 0.3333 0.3333
July 0.3333 0.3333 0.3333 0.3333 0.3333 0.3333 0.3333 0.3333 0.3333 0.3333 0.3333 0.3333
August 0.3334 0.3334 0.3334 0.3334 0.3334 0.3334 0.3334 0.3334 0.3334 0.3334 0.3334 0.3334
September 0.3333 0.3333 0.3333 0.3333 0.3333 0.3333 0.3333 0.3333 0.3333 0.3333 0.3333 0.3333
October 0.3333 0.3333 0.3333 0.3333 0.3333 0.3333 0.3333 0.3333 0.3333 0.3333 0.3333 0.3333
November 03334 0.3334 0.3334 0.3334 0.3334 0.3334 0.3334 0.3334 0.3334 0.3334 0.3334 0.3334
December 0.3333 0.3333 03333 0.3333 0.3333 0.3333 0.3333 0.3333 0.3333 0.3333 0.3333 0.3333

January 0.3333 0.3333 0.3333 0.3333 0.3333 0.3333 0.3333 0.3333 0.3333 0.3333 0.3333 0.3333
February 0.3334 0.3334 0.3334 0.3334 0.3334 0.3334 0.3334 0.3334 0.3334 0.3334 0.3334 03334
March 0.3333 0.3333 0.3333 0.3333 0.3333 0.3333 0.3333 0.3333 0.3333 0.3333 0.3333 03333
April _________ _________ __________ 0.3334 0.3334 0.3334 0.3334 0.3334 0.3334 0.3334 0.3334 0.3334 0.3334 0.3334 0.3334

Annual Total 4.0000 4.0000 4.0000 4.0000 4.0000 4.0000 4.0000 40000 4.0000 4.0000 4.0000 4.0003
Inflation

Inflated Total 4.3709 4.5020 4.6371 4.7762 4.9195 5.0671 5.2191 5.3757 5.5369 5.7030 5.8741 6.0504

Detail Of Taxes

Apr-2026 Apr-2027 Apr-2028

May 0.3333 0.3333 0.3333

June 0.3333 03333 03333

July 0.3333 0.3333 0.3333

August 0.3334 0.3334 0.3334

Seplember 0.3333 0.3333 0.3333

October 0.3333 0.3333 0.3333

November 0.3334 0.3334 0.3334

December 0.3333 0.3333 0.3333

January 0.3333 03333 0.3333

February 03334 0.3334 0.3334

March 3333 03333 03333

April 0.3334 0.3334 0.3334

Annual Total 4.0000 4.0000 4.0000

Inflation

Inflated Total 6.2319 6.4188 6.6114

continued on next page
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Detail Of Advertising Promo

Apr-201 Apr-2012 Apr-2013 Apr-2014 Apr-2015 Apr-2016 Apr-2017 Apr-2018 Apr-2019 920 Apr-2021 Apr-2022 Apr-2023 24 Apr-2025

May 0.0833 0.0833 00833 0.0833 0.0833 0.0833 0.0833 0.0833 0.0833 0.0833 0.0833 0.0833
June 0.0833 0.0833 0.0833 0.0833 0833 0.0833 0.0833 0.0833 0.0833 0.0833 0.0833 0.0833

July 0.0833 0.0833 0.0833 0.0833 0.0833 0.0833 0.0833 0.0833 0.0833 0.0833 0.0833 0.0833

August 0.0834 0.0834 0.0834 0.0834 0.0834 0.0834 0.0834 0.0834 0.0834 0.0834 0.0834 0.0834
September 0.0833 0.0833 0.0833 0.0833 0.0833 0.0833 0.0833 00833 0.0833 0.0833 00833 00833
October 0.0833 0.0833 0.0833 0.0833 0.0833 0.0833 0.0833 0.0833 0.0833 0.0833 0.0833 0.0833

November 0.0834 0.0834 00834 0.0834 00834 0.0834 0.0834 00834 0.0834 00834 0.0834 00834
December 0.0833 0.0833 0.0833 0.0833 0.0833 0.0833 0.0833 0.0833 0.0833 0.0833 0633 0.0833

January 0.0833 0.0833 0833 0.0833 0.0833 0.0833 0.0833 0833 0833 0.0833 0.0833 0.0833

February 0.0834 0.0834 0.0834 0.0834 0.0834 0.0834 0.0834 0.0834 0.0834 0.0834 0.0834 0.0834

March 0.0833 0.0833 0.0833 0.0833 0.0833 0.0833 0.0833 0.0833 0.0833 0.0833 00833 0.0833
Apnl _________ __________ __________ 0.0834 0.0834 0.0834 0.0834 00834 0.0834 0.0834 0.0834 0.0834 0.0834 00834 0.0834

Annual Total 1.0000 1.0000 1.0000 1.0000 1.0000 1.0000 1.0000 1.0000 1.0000 1.0000 1.0000 1.0000

Inflation

Inltated Total 1.0927 1.1255 1.1593 1.1941 2299 1.2668 1.3048 1.3439 1.3842 1.4258 4685 iSi2u

Detail Of Advertising Promo

Apr-2026 Apr-2027 Apr.2028

May 0.0833 0.0833 0.0833

June 0.0833 0.0833 0.0833

July 0.0833 0.0833 0.0833

August 0.0834 0.0834 0.0834

September 0.0833 0.0833 0.0833

October 0.0633 0.0833 0.0833

November 00834 0.0834 0.0834

December 0.0833 0.0833 0.0833

January 0.0633 0.0833 0.0833

February 0.0834 0.0834 0.0834

March 0.0833 0.0833 00833

Aprit 0.0834 0.0834 0.0634

Annual Total 1.0000 1.0000 1.0000

Inflation

Inflated Total 1.5580 1.6047 1.6528

continued on next page
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Detail Of Non-Reimbursable

Apr-201 Apr-2012 Apr-2013 Apr.2014 Apr.2015 Apr.2016 Ap2.i7 Apr.2018 Apr.2019 Apr-2020 Apr-2021 Apr.2022 Apr.2023 Apr-2024 Apr-2025

May 0.0167 0.0167 0.0167 0.0167 0.0167 0.0167 0.0167 0.0167 0.0167 0.0167 0.0167 0.0167

June 0.0167 0.0167 0.0167 0.0167 0.0187 0.0167 0.0187 0.0167 0.0167 0.0167 0.0167 0.0167

July 0.0166 0.0166 0.0166 0.0188 0.0166 0.0166 0.0186 0.0166 0.0166 0.0166 0.0166 00166

August 0.0187 0.0187 0.0167 0.0167 0.0167 0.0167 0.0167 0.0167 0.0167 0.0167 0.0167 0.0167

September 0.0167 0.0167 0.0167 0.0167 0.0167 0.0167 0.0167 0.0167 0.0167 0.0167 0.0167 0.0167

October 0.0188 0.0166 0.0166 0.0166 0.0166 0.0166 0.0166 0.0168 0.0166 0.0166 0.0166 0.0166

November 0.0167 0.0167 0.0167 0.0167 0.0157 0.0167 0.0167 0.0167 0.0167 0.0167 0.0167 0.0167

December 0.0167 0.0167 0.0167 0.0167 0.0167 0.0167 0.0167 0.0167 0.0167 0.0167 00167 0.0167

January 0.0166 0.0166 0.0186 0.0166 0.0156 0.0165 0.0186 0.0166 0.0166 0.0166 0.0166 0.0168

February 0.0167 0.0167 0.0167 0.0167 0.0167 0.0167 0.0167 0.0167 0.0167 0.0167 0.0167 0.0167

March 0.0167 0.0167 0.0167 0.0167 0.0167 0.0167 0.0167 0.0167 0.0167 0.0167 0.0167 0.0167

Apnl _________ _________ _________ 0.0166 0.0166 0.0166 0.0166 0.0168 0.0166 0.0166 0.0166 0.0166 0.0156 0.0166 0.0166

Annual Total 0.2000 0.2000 0.2000 0.2000 0.2000 0.2000 0.2000 0.2000 0.2000 0.2000 0.2000 0.2000

Inflation

Inflated Total 0.2185 0.2251 0.2319 0.2388 0.2460 0.2534 0.2610 0.2888 0.2768 0.2852 0.2937 0.3025

Detail 01 Non-Reimbursable

Apr.2026 Apr.2027 Apr.2028

May 0.0167 0.0167 0.0167

June 0.0167 0.0167 0.0167

July 0.0166 0.0186 0.0166

August 0.0167 0.0167 0.0167

September 0.0187 0.0167 0.0167

October 0.0166 0.0166 0.0166

November 0.0157 0.0167 0.0167

December 0.0167 0.0167 0.0167

January 0.0166 0.0166 0.0166

February 0.0167 0.0167 0.0167

March 0.0167 0.0167 0.0167

April 0.0166 0.0166 0.0166

Annual Total 0.2000 0.2000 0.2000

Inflation

Inflated Total 0.3116 0.3209 0.3305

Capital Expenditures

Name Acct Code Acluala Budgeted Units Area/Constant Frequency Fixed Inflation Ref Acct Notes

Capital Receives Detail S/Area Property Size 100

continued on next page
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Detail Of Capital Reserves

Apr-2011 Apr-2012 Apr-2013 Apr-2014 Apr-2015 Apr-2016 Ap-2017 Apr-2018 p-2019 Apr-2020 Apr-2021 Apr-2022 App3 Apr-2024 Ap5
May 0.0208 0.0208 0.0208 0.0208 0.0208 0.0208 0.0208 0208 0.0208 0.0208 0.0208 0.0208
June 0.0208 0.0208 0.0208 0.0208 0.0208 0.0206 0.0208 0.0206 0.0208 0.0208 0208 0.0208
July 0.0208 0.0208 0.0208 0.0206 0.0208 0.0208 0.0208 0.0208 0.0208 0.0208 0.0208 0.0206
August 0209 0.0209 0.0209 0.0209 0.0209 0.0209 0.0209 0.0209 0.0209 0.0209 0.0209 0.0209

September 0.0208 0.0208 0.0208 0.0208 0.0208 0.0208 0.0208 0208 0.0208 0.0208 0.0208 0.0208
October 0.0208 0.0208 0.0208 0.0208 0.0208 0.0208 0.0208 0208 0.0208 0208 0.0208 0208
November 0209 0.0209 0209 0209 00209 0.0209 0.0209 0.0209 0.0209 0.0209 0209 0.0209
December 0208 0.0208 0.0208 0.0206 0.0208 0.0208 0.0208 0208 0.0206 0.0208 0206 0.0208

January 00206 0.0208 0.0208 0.0208 0.0208 0.0208 0.0208 0.0208 0.0208 0.0208 0208 0.0208
February 00209 0.0209 00209 0.0209 0.0209 0.0209 0.0209 0.0209 0.0209 0.0209 0.0209 0.0209
March 0208 0.0208 0.0208 0.0208 0.0208 0.0208 0.0208 0.0208 0.0208 0.0208 0.0208 0208
April _________ _________ _________ 0.0209 0.0209 0.0209 0.0209 0.0209 00209 0.0209 0.0209 0.0209 0.0209 0.0209 0.0209

Annual Total 0.2500 0.2500 0.2500 0.2500 0.2500 0.2500 0.2500 0.2500 0.2500 0.2500 0.2500 0.2500
Inflation

lnflatea Total 0.2732 0.2814 0.2898 0.2985 0.3075 0.3167 0.3262 0.3360 0.3461 0.3564 0.3671 03781

Detail Of Capital Reserves General Vacancy

Method Percent of Potential Gross Revenue

Apr-2026 Apr-2027 Apr.2028 Pnmary Rate 10

May 0208 0.0208 0.0208
Percent Based on Revenue Minus Absorption and Turnover Vacancy No

June 0.0208 0208 0.0208
Reduce General Vacancy Result by Absorption Turnover Vacancy Yes

July 0.0208 0.0208 0.0208

August 0.0209 0.0209 0.0209

September 0.0208 0.0208 0.0208

October 0.0208 0.0208 0.0208

November 0.0209 0.0209 00209

December 00208 0.0208 0.0208

January 0.0208 0.0208 0.0208

February 0.0209 0.0209 0.0209

March 0.0208 0.0208 00208

April 0.0209 0.0209 0.0209

Annual Total 0.2500 0.2500 0.2500

Inflation

Inflated Total 0.3695 0.4012 0.4132

Credit Collection Loss

Method Percent of Potential Gross Revenue

Primary Rate

Rent Roll

Tenant Narn Lease Start Terml BasalMin Unit of Rent RtI Reimbur- Unit of
No Description Suite Lease Status Total Area Date Rent Measure cLSls sements Measure Rent Abatement

Perm Vacancy Retail Speculative 66000 1/29 1/29 S/SqFt1Yr None

Tenant Name/
Security Rnw4 More/

No Description Leasing Cost Deposit Market Leasing poxpiretion Prob Notes

Perm Vacancy Market Market

Continued on neXt page
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Spece Absarpton

No Space Description

Retail Space

Space Description

Retail Space

Lease Total Data Begin /Size Crta Term BasMn Unit of Rent Rd Reimbur- Unit of

Iy_ Lease Status Area Leases Lass Rent Measure çflg sements Measure

Retail Speculative 264000 37 art 10 Detail PRS

Lag Security Upon Rriwl Mre

Rent Abatement Cat Deposit Market Leasing Expiration Prob Nts

Yes Market Market

Detail Base Rent

Retail Space

Date Amount Units

100 Market

61 10 %lncrease

Detailed Reimbursement Methods

Reimbursement Cate9ory PRS

Base Category on Another Method No

Reimbursable Expenses

CAM
Management Fee

Texas

Reimbursable Expenses

Reimbursement Method

Net Pays Pro Rats Share

Net Pays Pro Rats Share

Net Pays Pro Rats Share

Reimb Unit of

Minimum Measure

Amount Pro Area Measure

____________
-rsta

___________________________________

Natural Property Size

Natural Property Size

Natural Property Size

Mm Reimb Unit of Max Rent

Growth Max Measure Growth Offset

Area Reimburse After

Minimum
_______________

Charg

able

100

100

100

Leasing Cost

Retail Space

Tenant Improvements New TI

Lessing Commissions New LC

CAM
Management Fee

Taxes

Number of terms to apply method

Gross up Expenses Global

ccntinued on next page
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Market Leasing Assumptions

Leasing Assumptions Category Market

Lease Status Speculative

New Market Renewal MItt Unit of Measure

Renewal Probability
75 Percent

Market Rent 25.00 $ISqFINr

Months Vacant 12
MOnths

Tenant Improvements Blended TI

Leasing
Commissions Blended LC

Rent Abatements Months

Security Deposit
None None

Non-Weighted Items

Rent Changes

Retail Sales No

Reimbursements PRS

Term Lengths 10 Years

Rent Changes Market.current term

Changing Base 10% after Yrs

Step

Porters Wage
Miscellaneous

CPI Rent

Category

Parking

Spaces Continue Prior

Amount

Changing Base Rent

Changing Base

10% after Yrs

Date Amount Units

100 Market

61 10 Increase

Tenant improvements

Tenant Improvements Category New TI

Payment Made First Month

Unit of Measure SISqFI

Apr-201 Apr.2012 Apr-2013 Apr-2014 Apr-2015 Apr.2016 Apr.2017 Apr.2018 Apr.2019 Apr-2020 Apr-2021 Apr.2022 Apr.2023 Apr-2024 Apr.2025 Apr-2026 Apr-2027

New 30 30 30 30 30 30 30 30 30 30 30 30 30 30 30 30 30

Renewal 30 30 30 30 30 30 30 30 30 30 30 30 30 30 30 30 30

Inflation

continued on next page
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Tenant Improvements Category Blended TI

Payment Made First Month

Unit of Measure 3/SqFt

Apr-2011 Apr-2012 Apr-2013 Apr-2014 Apr.2015 Apr.2016 Apr-2017 Apr.2018 Apr-2019 Apr2020 Apr.2021 Apr.2022 Apr-2023 Apr-2024 Apr-2025 Apr-2026 Apr-2027
New 10 10 10 10 10 10 10 10 10 10 10 10 10 10 10 10 10

Renewal

Inflation

Leasing Commissions

Leasing Commissions Category- New LC

Payment Made First Month

Unit of Measure Percent

Apr.2011 Apr-201 Apr-2013 Apr.2014 Apr-2015 Apr.2016 Apr.2017 Apr.2018 Apr.2019 Apr.2020 Apr.2021 Apr.2022 Apr.2023 Apr.2024 Apr.2025 Apr.2026 Apr.2027
New
Renewal

Inflation

Calculation includes

Base Rent Yes

Free Rent yes

Step Rent Yes

Reimbursements No

Retail Sales No

CPI Rant No

Leasing Commissions Category Blended LC

Payment Made First Month

Unil of Measure Percent

Apr-2011 Apr.2012 Apr-2013 Apr2014 Apr-2015 Apr-2016 Apr.2017 Apr.2018 Apr.2019 Apr.2020 Apr.2021 Apr.2022 Apr.2023 Apr2O24 Apr.2025 Apr.2026 Apr.2027
New

Renewal 2.5 2.5 2.5 2.5 2.5 2.5 2.5 2.5 2.5 2.5 2.5 2.5 2.5 2.5 2.5 2.5 2.5

Inflation

Calculation includes

Base Rent

Free Rent Yes

Step Rent Yes

Reimbursements No

Retail Sales No

CPI Rent No

Property Resale

Option Captalze Net Operating Income

Cap Rate 8.5

Resale AdJustments

Apply Rate to following year income Yes

Celculate Resale for All Years Yes

continued on next page
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Present Value Discounting

Primary Discount Rate 10

Discount Rate Range

Number of Rates

Increment 0.25

Discount Method Annually Endpoint Cash Flow Resale

Secondary Discount Timing

Start Date
55

End Date 10/24

Length
10

Advanced

Unleveraged Discount Range

Cash Flow Rate ID

Resale Rate 10

Leveraged Discount Range

Cash Flow Rate ID

Resale Rate 10
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OULFSTRCAM PARK PROPERTIES ADDENDA CONTEN1S

LOW

High

-Antler
_______________________

Comprnml by Cush7iWaAJ8W8fFbmda lou
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Compound annud nlmpon lem%nl nnndmau -15.00%

Dale olvoOm Qm e%nolmnen nalmdalmim 4220210

22140y dOmino nhoon anomno ndnlann end or4o01

II

LAND VALUE CONCLUSION $2 T000000

$lUnIt Basis $18 000

Compiled by Cuslomaro Wakefield of Florida Inc

/L CUSI-3MAN6
sS WAflHfLDo

2-

qay-SSA8
P000mb

Point Pee Righon Ceodeltono Maodo0 Pee limit Pablon 04 Pont Poe

tan loll Coemeyml ci Sole Pe0000oe50 Ceodoleono 0IO000001 1000100 0220 thdflieo 000oeV Olson 1040 02-noah

00%610 Pen 03opd AlnntCe0005 Honit Osponno 044044 t00o0T Onneflm 511102W bllk -tS/3 7nTrszr
102025 05% 00% -100% -441% -525% -550% 200% 00% 00% 200%

024103 Pee 5ms 0mb tenniS ldnote SnpeOne 021005 5opnnm Luger 5hn46n 24mb boleS 014721 belmOnt

12105 00% 0.0% 150% -212% -505% 50% 700% 00% 00% 200% 030%

rnrj7ir Thimpd frnn% length Hone Ospoem ThIIW ia0r-y bnlenno

11522 022% 00% 100% -010% -000% -100% 200% 00% 00% 2120% 100%

000840 Poe SnoopS 00W1n-112225l0 14606 Oop4000 021020 Stpodon Ooouhbm SImilar 000110 bnleino 020024 2-11002000

0100 100% 00% -220% -231% -00.1% -00% -200% 00% 00% 200% 00%

120042 Pen Onnp% Anon Loogflo Home Soop000r 020002 00002510 0160001 ooionwimf lSmoam 511040 020002 Ooo500014

WOO 021% 0.0% 150% -03.0% -002% -200% 1511% Oos% 00% 200% 100%

022654 Pee Smopln Altos 0012210 Hone Onpe4oe 012402 Onpmono 0000101 Ooontno Sondoer Hbmono 010050 boom

0000 00% 00% 150% -600% -010% 40% 100% 00% 00% 200% 250%

0382200 Pee 0600pd Anon tomb Hone Oo4nnmo 014141 50100411 10001 32000200 sItIng 010001 010177 0010000

8203 0.0% 00% 100% -502.0% -022% -00% 100% 0012 00% 200% 200%

$21680 Pen Omodo 000O Lnegbh 146000 Sobpmoeo 502420 oooeooiiTT Lolgor CDI177 Omoiooo bndbbm flTiiTSs bOttom

306 0.21% 00% -160% 060% 652% 50% 100% 520% 00% 200% 200%

015100

$55000

04400

COOn 024722

H0ghb 024.4201

Oneness $20020

Unit Measure

Indicated Value

Rounded to nearest $100 000

S/Unit Basis

is 500

$27000 000

$2 000.000

$18000

VA V/iL-N SERL-Il



PR Pt 1k

nr.ttr xi ararmnrtsa

/JCLNDAcUP TN

404 44

Ott W044lOt 14Pt7C
Ip coon aaakpMs UTY%p

41 44 0444 o4w 400 41

34140 0100 0t4lot 4434

CUSHMSLNo
WAKENELth

woo

4044

01143th4 Aft

TfrflTsLoltp

40444 0104 0410

0444 4.44144140 oooon
to

ejttont

41 44 to w040f
4400400 40044Ow

414
11 %fit

AoOo40 .0 0004

40040044

4040

44 r44 740o
400444 504400010

11 04 110 ol

40 443404 00 4t0 oi

400 4044 4443 o14 04
10 100404

0440

044 00 44
44 044

4440

40400104

4014 40444403 04

00400 Pt
0040

404440
Or 441

if

40 4344

4040410044 010

.w to.0040040 wr
043400044 000 4040400

01041040.00 014080 40400 00

00004000 lOt 100401

41
004000 00004 010008

010014 000 01
t0010141000004

Ill 10644 100 48001004 04404

0.1000400 IS ofltlto
08104n 0504000004 00 408l 000
0ooo 040004 01 004000140
04 MOo40g

40poo8oooo0- 04lOssyoloooo 01

0Ono 1100441040441 00 00
4000l0S440Iol04r 44400040

000 04 onOt 044440804040
40010000 00 1440 IlbooAo

10 04o4 010080 14044o00
400 0olo4444 001 n4000
80000440404 4O 00010000 400 004

50104400 04 4dwç

1l00040000on 4343008400

001140444 444w100411001n 00
Oow454P14o oIl 4544400004

000 01444044044001 0000 0040

lIzoon 0010400 400010004l00 00018
0045040o.o 44014ro 40oooM

010000404410 00s 00 4001
40001 4000 04 0180140400001 040400

owo4 044000440444
104110 01 oo4 001001

00 looo00o4 44444 001000
000401004 00 00 1000000000000

01
44 044414400 1018 400
100000 104010 041 4111 00400

111000400040110 tO l100400000000110

00100 4ooloptoo 0400 01100000 000101 00

Ito 01440 0000lI1n004l oolooo 04

41000101 401400 10 00010
o140o 100.0 00 04 01

1404 00800 004 0010 40

40401

4430434 4048

ooo43441

440 41 004

41
10

14400 4304140 1441

11

414 1T 4044444 0144444
wed Solo 04 4101 40 444 501 400 8400 41444040 4844 14000405 1841110 looo 444444404 4404044

454 143 430 4ls11 044ooTtCEo 3po4r noT40 4044
47 14 4144 010 1044% 40034 00% 100

34 01 4140 Weco 1r4or olfno 0444 401014 440

OH 0% 0400 01% 5140 40 00% 04 440

44 04 LegI 11041 0344
4471000lrt

4oa4IZo 04p4dP 0%400 14401 45445 41

40 144 00 444% 40% 12040 400% 400%

owl 11044 011 OovIo 55144 44O400t4oOS
5440404 ldmdo 444040 44 041100

440 71 34 728 0% 41044 40040 005 200% 44040

4oo 0404411 51440 4opoIo sT143it 40400kv 54144or Inoooo 44032 411on

444% 011 14 4% 030 3401 04% 40041 4471
J300%

0%
4044 To iii 0414 004441 444410 4040 104400 It

40O 00% 4003 110% 00%
4444

4000 14014 or43o 1440 o4o Taoo 40pot 00414 040714

1301 44% 142% 45114$ 4110% 440% 54% 44% 4340%

44034

0401



GULFSTREAM PARK PROPERTIES ADDENDA CONTENTS

Price Per

AS IS VALUE CONCLUSION Building SF

inaicatea vaiue

Building Area Measure 806.428

Indicated Value $20160700

Rounded to nearest $100000 $20200000

$IArea Basis $25.05

LAND VALUE CONCLUSION $20200000

$lArea Basis $25.05

Compiled by Cushinan Wakefield of FIoida Inc

We estimated the fee simple interest in the development rights for the 1500 residential units at $18000 per unit

This equates to an undiscounted fee simple value of $27000000 for the residential development rights

Following the some procedure as our earlier valuation we combined the retail office theater and hotel

development rights and estimated the total undiscounted fee simple value at $20200000 Therefore the total

undiscounted fee Simple value estimate of the Phase II development rights is estimated at $47200000

Although the subject comprises the leasehold interest in the Phase II development rights our valuation is based

on the assumption that the ground rent will be applied against other components of Gulfstrearn Park As result

we have not made any deduction for ground rent associated with the valuation of the Phase It development rights

DISCOUNTED CASH FLOW ANALYSIS
In order to estimate the market value of all of the development rights to single purchaser in bulk transaction it

is necessary to emulate the process and expectations of typical buyer It will take several years for purchaser

today to be able to divest all of the development rights in smaller transactions In the current economic climate it

is unlikely that there would be any purchasers who would be buying development rights to exercise them in the

short term We have estimated period of three years to sell the development rights to developers We further

estimated that the first of these sales would not occur until the third year from the date of value Therefore the

total sell-out period would be five years from the date of value with no sales in the first two years and then level

absorption of development rights sales over the last three years We previously estimated the total undiscounted

fee simple value of the development rights at $47200000 With three year period of active sales this results in

an initial year sales of $15733333 We projected no increase in the retail value of the development rights over

the first two years in which none were projected to sell By the third year of the cash flow the market is projected

to have recovered sufficiently to allow for the sale of the development rights to developers Commencing in the

fourth year of the cash flow we have increased the value of the remaining unsold development rights by 3.0

percent annually

From the gross revenues of the sate of the development rights we have deducted for the costs associated with

selling these rights We have estimated the cost of sales at 2.0 percent of the annual revenues This would not

reflect the transfer of real estate so there would not be any transfer costs that would be typical of fee simple land

transfers The 2.0 percent cost reflects legal fees and brokerage or marketing costs associated wfth the sale of

the rights There would not be any holding costs associated with the subject property Since the subject consists

of the sale of development rights and not the transfer of real property there would be no real estate taxes during

the holding period There will be real estate taxes associated wh the ultimate developments but these do not

impact the subject development rights There would also not be any holding costs associated with the land

VALUA1ON SER/ICES



GULFSTREAM PARK PROPER11ES ADDENDA CONTENTS

because all of the costs associated with Gulfstream Park are being handled
separately The ground rent will also

be applied to other components of Gulfstream Park This is unique advantage of the subject property

The last factor to consider is profit potential purchaser of the subject development rights in the current market
would either be developer willing to wait for the market to improve before commencing construction or

speculator holding the rights and anticipating profit upon the sale of those rights We used the same range of

discount rates in this analysis as we did for the prior components As such we have discounted the projected

revenues and expenses at range of 22.0 to 24.0 percent as summarized below

PHASE II BULK SALE ANALYSIS

Discounted Cash Flow Analysis

Year Year Year Year Year
Annual Land Sales $0 $0 $15733333 $16205333 $16691493
Less Cost of Sale 2.0% $0 $0 -$314667 -$324107 -$333830
Development Rights Sales $0 $0 $15418666 $15881226 $16357663

Net Present Value at

22.0% $21712260

23.0% $21034473

24.0% $20383959

CONCLUSION OF LEASEHOLD VALUE
Based on the discounted cash flow analysis we concluded to present value of $21000000 for the subject

Phase II development rights in bulk transaction

VALUATION SERVICES



GULFSTREAM PARK PROPERTIES ADDENDA CONTENTS

LEASEHOLD INTEREST IN VILLAGE OF GULFSTREAM PARK
PHASE
This is mixed-use retail and office property that opened in February 2010 There are still stores under lease that

have not opened as tenant improvements are still being completed for some tenants This phase contains total

of 497836 square feet of gross leasable area of which 408975 square feet are retail space and 88861 square

feet are office space We used the lease information supplied to us by the Client We have projected rents for the

available space on the basis of market terms None of the office space has been leased as of the date of value

We made estimates on an As Is as well as As Stabilized basis Since the property is still in its initial lease-up

direct capitalization is not appropriate for the As Is analysis

In both the As Is and Stabilized analyses we used 10-year cash flow projection The property is projected to

achieve stabilized occupancy as of May 2013 which is the effective date of stabilized value For the As Is

analysis we reconciled at 9.5 percent discount rate Due to the lower risk upon achieving stabilized occupancy

we reconciled at 9.0 percent discount rate for the stabilized analysis For both analyses we used an 8.0 percent

terminal capitalization rate On the following pages are the various Argus data sheets which provide the various

schedules and assumptions used in both of these analyses As indicated in these data sheets we have

concluded to an As Is value as of April 30 2010 of $145000000 We have projected prospective value upon

stabilization estimated to be May 2013 but based on market conditions as of April 30 2010 to be

$166000000 This reflects going-in capitalization rate of 7.37 percent for the subject property which is

considered to be reasonable in the current market

VALUATION SERVICES



The Village at Qulfstream Park
Software ARGUS Ver 14.0.2

SEQ Federal Highway US File
Village at Gulistream Park

SE 5th Street
Property Type Office Retail

I-lallande FlorIda 33008 Portfolio

Date 6/4/10

Time 227 pm
Ref ASL

Page
Schedule Of Prospective Cash Flow

In Inflated Dollars for the Fiscal Year Beginning 5/1/2010

Year Year Year Year Year Year Year Year Year Year 10 Year 11
For theYears Ending Apr-2011 Apr.2012 Apr-2013 Apr-2014 Apr-2015 Apr-2016 Apr-2017 _p1a Apr-2019 Apr-2020 Apr-2021

Potential Gross Revenue

Base Rental Revenue $15634889 515881704 516230301 $16575212 $16834804 $17481625 $17825275 $18221654 $18437671 $1 8597890 $18.11 3726
Absorption Turnover Vacancy 2896958 1126907 249255 43838 1532292 704179
Base Rent Abatements 18 _32I.j 9056 13777 _____________ _____________ _____________ _____________ _____________ _____________ _____________

Scheduled Base Rental Revenue 12.611593 14.433246 15890483 16571435 16834804 17437787 17825275 18221654 18437671 17065598 18409 547

Expense Reimbursement Revenue

CAM 2232578 2606164 2832001 2960912 3068791 3238608 3372473 3495713 3623880 3454196 4665457
Ulilities 223129 281873 325184 347113 357515 371416 383435 394951 406806 388387 452714
Insurance 290507 362576 415880 443178 456.477 474035 489321 504.024 519136 497413 576480
Management Fee

Taxes 1835.842 2271067 2593697 2.760503 2543334 2951.697 3.046799 3138226 3232351 3105517 3583.665
Offce Util Janitorial

Promotion _____________ _____________

Total Reimburserrieril Revenue 4552056 5521680 6166742 6511706 6726117 7035756 7292026 7532914 7782153 7445493 9278316

MEG Recovery 770000 793100 816893 841.400 566642 892641 919420 947003 975413 1.004675 1.034816
Sponsorship 200.000 206000 212150 218545 225102 231855 238810 245.975 253354 260955 268 783
Miscellaneous 300000 309000 318270 327818 337.653 347782 358216 368962 380031 391432 403175
TIF Income

____________ 900000 900000 900000 900000 900000 9000OO 900000 900000 900000 900000

Total Potential Gross Revenue 18463649 22163026 24.304568 25370904 25590318 26845821 27533749 28216508 28728622 27068153 30294.637
General Vacancy 555432 1532.325 1645425 1883851 1912609 2005848 2058752 2097473 677290 1557692
Collection Loss 443j 486091 507418 517806 538916 550675 564 574572 541363 605893

Effective Gross Revenue 18094376 21164333 22286152 23018061 23488661 24396296 24977226 25593426 26056577 25849500 28131052

Operating Expenses

CAM 2489180 2563855 2640.771 2719994 2.601594 2885842 2972211 3061.377 3153219 3247815 3345250
Utilities 408975 421244 433882 446898 460305 474114 488338 502988 518077 533620 549628
Insurance 497836 512.771 528154 543.999 560319 577128 594442 612275 630.644 649563 669050
Management Fee 542831 634930 668585 690542 704660 731889 749317 767803 781697 775485 843932

Taxes 2987016 3076626 3168925 3263993 3361913 3482770 3568853 3673653 3783683 3897378 4014300
Office Util Janitorial 222153 228817 235682 242752 250.035 257536 265262 273220 281 .416 289.659 298554
Promotion 817950 842489 867763 893.796 920610 948228 976675 1.005.975 1036155 1.067239 1099256
Ground Lease 1658750 1658750 1.658750 1.658.750 1658750 1658750 1791450 1791450 1791450 1791450 1.791450
Off-site Parking Shuttle 200000 208.000 212180 218.545 225.102 231.855 238810 245.975 253354 260955 268783
Non-reimbursable 99567 102.554 105.63 108.800 112064 115426 118888 122455 126129 129813 133810

TotalOpereting Expenses 9.924258 10248036 10520.323 10.788069 11055.352 11343336 11762046 12057171 12356004 12.643277 13014013

NetOperating Income 8170118 10.915.297 11765829 12.229992 12433.309 13052958 13215180 13536255 13.700.573 13206223 15117039

Leasing Capital Costs

Tenant Improvements 15905 2603145
Leasing Commissions 42064 3105091
Initial TI Comm 3000.000 2000000
Capital Reserves 99587 102.554 105.631 106800 112064 115426 118.888 122455 126129 129913 133810

Total Leasing Capital Costs 3.099567 2102554 105631 108800 112064 173.415 1l8888 122.455 126.129 129.913 5842.046

Cash Flow Before Debt Service 55.070551 $6813743 $11660198 $12121192 $12321245 $12679543 $13096292 $13413800 $13 574444 $13076310 $9274993
Taxes __ __ __tCfl fl_fl



For the Years Ending

Reimbursable Expenses

CAM
Utilities

Insurance

Management Fee

Taxes

Office Util Janitorial

Promotion

Total Reimbursable Expenses

For the Years Ending

Expense Reimbursements

CAM
Utilities

Insurance

Management Fee

Taxes

Office Util Janitorial

Promotion

Total Expense Reimbursement

For the Years Ending

Expense Reimbursements

CAM
Utilities

Insurance

Management Fee

Taxes

Office Ulil Janitorial

Promotion

The Village at Gulfstream Park

SEQ Federal Highway US
SE 5th Street

Hallandale Florida 33009

Software ARGUS Ver 14

File Village at Gulfstreamn Park

Property Type Office Retail

Portfolio

Date 6/4110

Time 2.27 pm
Ret ASI

Page
Schedule Of Expense Reimbursement Revenue

Fiscal Year Reimbursable Operating Expenses Adjusted for Actual Occupancy

Year Year Year Year Year Year Year Year Year Year 10 Year 11
Apr-2011 Apr-2012 Apr2013 Apr-2014 Apr-2015 Apr-2016 Apr.2017 Apr.2015 Apr.2019 Apr-2020 _pr.2uxl

32489180 $2563655 $2640771 $2719994 $2801594 $2885642 $2972211 $3061377 $3153219 $3247815 $3345250
408975 421244 433882 446898 460305 474114 488338 502988 518077 533.620 549628
497.838 512.771 528154 543.999 560.319 577.128 594.442 612.275 630644 649563 669050
542831 634930 668585 690542 704660 731889 749317 767.803 781697 775485 843.932

2987.016 3076626 3166925 3263993 3.361913 3462770 3566653 3673653 3783863 3897378 4014300
222.153 228817 235682 242752 250035 257536 265262 273.220 281416 289859 298.554
817.950 842489 867763 893796 920.610 948228 976675 1.005975 1036.155 1067239 1099256

$7965941 $8280732 $8543762 $8801974 $9059436 $9337307 $9812898 $9897291 $10165071 $10460959 $10810970

Resulting Fiscal Year Property Expense Reimbursement Revenue

Year Year Year Year Year Year Year Year Year Year 10 Year 11

Apr.2011 Apr.2012 Apr-201 Apr.2014 Apr.2015 Apr.2016 Apr-2017 Apr-20 15 Apr-20 19 Apr-2020 Apr.2021

$2232578 $2606164 $2632001 $2960912 $3068791 $3238608 $3372473 $3495713 $3623860 $3454196 $4665457
223129 281873 325164 347113 357515 371416 383435 394951 406806 388367 452.714
290507 362.576 415880 443178 456477 474035 489.321 504024 519136 497413 576480

1835842 2271067 2593.697 2760503 2.843334 2951697 3046.799 3138226 3232351 3105517 3583665

$4582056 $5521680 $6166742 $6511706 $6726117 $7035756 $7292028 $7532914 $7782153 $7445493 $9278316

Percentage of Reimbursable Expenses Collected as Expense Reimbursement

Year Year Year Year Year Year Year Year Year Year 10 Year 11

Apr.2011 Apr-2012 Apr.2013 Apr.2014 Apr-2015 Apr.2016 pr.2017 Apr-2018 2Q19 Apr-2020 Apr-2021

89.69% 101.65% 107 24% 108.86% 109.54% 112.23% 113.47% 114.19% 114.93% 106.35% 139 47%
54.56% 66.91% 74.94% 77.67% 77.67% 75.34% 78.52% 78.52% 78.52% 72.78% 82.37%
58.35% 70.71% 78.74% 81.47% 81.47% 82.14% 8232% 62.32% 82.32% 76.58% 86.16%

61.46% 73.82% 8185% 84.57% 84.57% 85.24% 85.42% 85.43% 85.42% 79 68% 89 27%

57.52% 66.68% 72.16% 73.98% 74 24% 75.35% 75.86% 76.11% 7641% 71.17% 8575%
Total Expense Reimbursement



The ViSage at Gulfstrearn Park

SEQ Federal Highway US
SE 5th Street

Hollandale Florida 33009

Prospective Present Value

Cash Row Before Debt Service plus Property Resale

Discounted Annually Endpoint on Cash Flow Resale over 0-Year Period

Software ARGUS Ver 14 0.2

File Village at Gulfstream Park

Property Type Office Retail

Portfolio

Date 614110

Time 27 pm
Ref ASL

Page

Percentage Value Distribution

Assured Income

Prospective Income

Prospective Property Resale

PV of P.V of P.V of P.V of P.V of

Annual Cash Flow Cash Flow Cash Flow Cash Flow Cash Flow

Cash Flow 8.75% 900% 9.25% 9.50% 9.75%

$5070551 $4662576 $4651682 $4 641237 $4630640 $4620092

5.513743 7452497 7418351 7.384438 7350.759 7317308
11660198 9066051 9003812 8942143 8881.034 8820482
12121192 8666191 8586958 8.508628 8431190 8354.630
12321.245 8100434 8007954 7916758 7.526795 7.738.058

12879543 7786187 7679651 7574811 7471637 7370098

l3098292 7.280203 7164.120 7050148 6938243 6828364
13413.600 6856740 6731934 6609 677 8489913 6312584
13.574.4.44 6380558 6.250.051 6122 503 5997.842 5875.993
13076.310 5651875 5523574 5.398471 5276476 5157508

116027.318 71903.312 71018.297 70148.814 69.294529 68455117
187.073358 80857309 79021808 77232036 75466754 73784757

$152760621 $150040105 $147380850 $144781283 $142239874

$152761000 $150040000 $147381000 $144761000 $142240000

306.85 301.38

49.88% 50.21% 50.54% 50.87% 51.20%

2.81% 2.88% 2.94% 3.01% 3.07%
52.93% 52.67% 52.40% 52.14% 51.87%

100.00% 100.00% 100.00% 100.00% 100.00%

For the

Analysis Year

Period Ending

Year Apr.2011

Year Apr-2012

Year Apr.2013

Year Apr.2014

Year Apr.2015

Year Apr.2016

Year Apr-2017

Year Apr.2018

Year Apr.2019

Year 10 Apr-2020

Total Cast Flow

Property Resale 5% Cap Rate

Total Property Present Value

Rounded to Thousands

Per SqFl 296.04 290.82 285.72



The Village at Gulfstream Park

SEC Federal Highway US
SE 5th Street

Hallandale Florida 33009

Prospective Present Value

Cash Flow Before Debt Service plus Property Resale

Discounted Annually Endpoint on Cash Flow Resale over 10-Year Period

Present Value as of 5/12013

Software ARGUS Ver 140.2
File

Village at Gultstream Park

Property Type Office Retail

Portfolio

Date 8/4/10

Time 227 pm
Ref ASL

Page

Analysis

Period

For the PV of P.V of P.V of P.V of P.V of
Year Annual Cash Flow Cash Flow Cash Flow Cash Flow Cash Flow

Ending Cash Flow 8.75% 9.00% 9.25% 9.50% 9.75%

Year Apr-2014
Year

Apr.2015

Year
Apr-2016

Year Apr-20 17

Year Apr.2018

Year Apr-2019

Year Apr-2020

Year Apr.2021

Year Apr-2022

Year 10 Apr.2023

Total Cash Flow

Property Resale it 8% Cap Rate

Total Property Present Value

Rounded to Thousands

$12121192 511145.924 $11120360 $11094913 $11089582 $11044366
12.321245 10418281 10370545 10323137 10276053 10229.291
12879543 10014117 9945370 9877252 9809754 9742869

13.098292 9383.351 9277743 9193112 9109444 9026725
13.413.800 8818719 8718050 8618756 8520817 8424210
13574444 8206282 8093997 7983501 7874760 7767744
13076310 7269095 7.153.189 7039391 6.927.657 8.817945

9.274993 4741104 4654806 4570272 4.487460 4406333
13403586 5300248 6171383 6045441 5922.348 5802034

14363.1i 6208077 6087150 5929735 5.795735 5565059

127524556 62485198 81572593 80675510 79.793610 78926576
199.307097 85145006 84189472 82282657 80423241 78609942

$168630204 $165762065 $162958167 $160216851 $157536518

$168630000 $165762000 $162958000 $160217000 $157537000anz2.sz fl5 3rn Zflfln

Per SqFt 338.73 332.97 327.33 321.83 316.44



The Village at Gulfatream Perk

SEQ Federal l-lighway US
SE 5th Street

Hallandale Florida 33009

Schedule Of Prospective Cash Flow

In Inflated Dollars as of 5/1/2013

Software ARGUS Ver 14 0.2

File Village at Gultstream Park

Property Type Office Retail

Portfolio

Data 6/4/10

Time 27 pm
Ref ASL

Page

For the Years Ending

Pol.ntial Gross Revenue

Base Rental Revenue

Absorption Turnover Vacancy

Base Rent Abatements

Scheduled Base Rental Revenue

Expense Reimbursement Revenue

CAM
Utilities

Insurance

Management Fee

ETaxes
Office Util Janitonal

Promotion

Total Reimbursement Revenue

MEC Recovery

Sponsorship

Miscellaneous

TIF Income

Total Potential Gross Revenue

General Vacancy

Collection Loss

Effective Gross Revenue

Operating Expenses

CAM
Utilities

Insurance

Management Fee

Taxes

Office Util Janitorial

Promotion

Ground Lease

Off-site Parking Shuttle

Non-reimbursable

Total Operating Expenses

Net Operating Income

Leasing Capital Costs

Tenant Improvements

Leasing Commissions

Initial TI Comm
Capital Reserves

Total Leasing Capital Costs

Cash Flow Before Debt Service

Taxes

15905

42.084

Year

Apr.2014

Year

Apr.2015

Year

Apr.2016

Year

Apr-2017

Year

Apr-2018

Year

Apr-2019

Year

Apr-2020

Year

Apr-2021

Year Year 10

Apr-2022 Apr.2023

Year 11

Apr-2024

$16575212

3777

$16834 804 517481625

43838
$17825275 918221654 518437671 $1859789D

1532292
519113.726

704179
$19594968

644406
$20747464

241648
$21175535

15683

16.571.435 16834804 17.437.787 17825275 16.221.654 18.437671 17065.598 18409.547 18.950552 20505815 21 159852

2960912
347113

443178

3068791

357515

456477

3238.608

371416

474035

3372473
383435

489321

3495713
394951

504024

3623850
406806

519136

3454196
388367

497413

4.665.457

452.714

576480

4998.686

472.113

597.270

4.829018

532739

648492

5014053
558128

679404

2760503 2843334 2951697 3046799 3138226 3232351 3105517 3583665 3694360 3.891027 4076.363

6511706 6726117 7.035758 7292028 7532914 7782153 7445493 9278316 9782429 9901276 10327948

841400

218545

327818

900000

866642

225.102

337653

900000

892641

231855

347782

900000

919.420

238810

358216

900000

947.003

245975

368962

900000

975413

253354

380031

900000

1004675

260955

391432

900000

1034.816

268783

403175

900000

1065860
276847

415270

1097836

285152

427728

1130771

293707

440560

25370904
1845425

507418

25890.318

1883851
517806

26845.821

1912609
536916

27.533749

2005848
550675

28216508

2058752
564330

28728622

2097473
574572

27068153

677290
541363

30294637

1.557682
605893

30470.988

1760.380
609420j

32217810

2098.376
644356

33352638
2395676

867057

23018061 23488661 24396296 24977226 25593.426 26056577 25849500 28131.052 28081188 29475.078 30290105

2.719994

446898

543999

690.542

3263993
242.752

893.796

1658750
218545

108800

2801594
460305

560319

704660

3361913

250035

920610

1658.750

225102

112.064

2885.642

474114

577128

731889

3462770

257536

948.228

1658750

231855

115426

2972211

488338

594442

749317

3566653

265.262

976675

1791450

238.810

118888

3061377
502988

612275

767803

3673653
273.220

1005975

1791450

245.975

122.455

3153219
518077

630644

781697

3783883

281416

1036155

1791450

253354

126129

3247.815

533.620

849563

775485

3897378
289859

1087239

1791450

280955

129913

3345250
549628

869050

843932

4014300
298554

1.099256

1791450
268783

133810

3445607
566117

689121

842436

4134729
307511

1132234
1791450

276847

137824

3548975
583101

709795

884252

4.258771

316738

1168201

1934766
285152

141959

3.655445

600594

731089

808703

4386534
326238

1.201187

1.934766

293707

146.218

10788069 11055352 11343338 11762046 12057171 12356004 12643277 13014013 13323876 13829708 14.184481

12229992 12433309 13052958 13215.180 13536255 13700573 13208223 15117039 14757312 15645.370 16105824

2603145

3105091

673.785

542117

651299

488961

141369

32472

108800 112064 115.426 118888 122455 126129 129913 133810 137824 141959 146218

108800 112064 173415 118888 122455 128129 129913 5642046 1353726 1282219 320059

$12121192 $12321245 $12879543 $13096292 513413.800

Ax Us



The Village at Gulfstream Park Software ARGUS Ver 14.02
SEQ Federal Highway US File

Village at Gulfstream Park
SE 5th Street

Property Type Office Retail
Hallandale Florida 33009

Portfolio

Date 6/4/10

Time 227 pm
Ref ASL

Page
Property Summary Report

Timing Inflation

Reporting Period May 201010 April 30 2020 10 years

Inflation Month Analysis Start

General Inflation Rate 3.00%

Properly Size Occupancy

Property Size 497836 Square Feet

Alternate Size Square Foot

Number of rent roll tenants 73

Total Occupd Area 367865.36 Square Feat 73.89% during firsl month of analysis

Space Absorption

Office 8886100 Square Feet leasing from 5/10 to 4/13

lease per month 2468.36 SqFt per lease

General Vacancy

Method Percent of Potential Gross Revenue

Rate 8.00%

Based On Tenant Groups

Affect Primary Rate As Replace

Included Groups 1200% for Office

0.00% for Malors

Credit Collection Loss

Method Percent of Polential Gross Revenue

Rate 2.00%

Property Purchase Resale

Purchase Price

Resale Method Capitalize Net Operating Income

Cap Rate 8.00%

Cap Year Year 11

Commission/Closing Cost $1889630

Net Cash Flow from Sale $167073358

Present Value Discounting

Discount Method Annually Endpoint on Cash Flow Resale

Unleveraged Discount Rate 9.25%

Linleveraged Present Value $147380850 at 925%



Upon Espiratton

Assrption about

subsequent terms

tor the tenant

Marbet

See assumption

Major

Market

See assumption

Mator

Market

See assumption

Major

Market

See snsumption

In-Line

Market

Sse assumption

h-tine

Market

See assumption

In-tine

Market

See assumption

Major

Market

See assumption

Restaurant

Market

See assumption

Restaurant

Market

See assumption

Restaurant

Market

See assumption

tn-Lena

Software ARGUS Var 402
File Viltags at Guttstream Park

Property Type Office Retail

Portfolio

Date 6/4110

Time 28 pm
Rate AS

Page

The Village at Gultstream Park

500 Federet l-tighwaytj5

SE 5th Street

hatlandata Ftoride 33009

Presentation Rent RoO Current Tern Tenant Summary
As of May.2010 for 497836 Square Feet

Description Area Base Rent Rent Adjustments Categories Abatements Reimbursement Leasmg Costs

Tenant Name Ftoor Rate Amount CPI Current Months Pont Description of tmprvmnts Coerrmssns
Type Suits Nube S5Ft per Year Changes Changes Porters Wage ts 10 Operating Espense Rate Rate
Lease Dates Term Btdg Share par Month on to Miscetteneous Abate Abate Reimbursements Amount Amount

fl Mar-2012

Mar.2014

______________
1method

Mer.2010 to Fab-2022 Mar.2016

44 Months Mar.2018

See method

irwzimflflhig

Mar.2015

Msy-2015

May-2015

Mey-2017

Mar2018

Msy.2019 L..........

Jan-2016

144 Months

Mar-2010 to Feb.2020

120 Months

opres Apr.2020

Eoptres Apr.2020

_____________________

.lan-20i ito Dec-2020

120 Months

Espies Apr.2020

Mar-2010 to Feb.2025

180 Months

Mar.2010 to Feb.2025

60 Months

10

Mar.2010 to Feb.2020

120 Months

Mar.2010 10 Feb2025
180 Months

See msihnd

See method

100% See method

Mar-2015

Mar-2020

Mar-201

Mar-2020

Mar.2015

Mar.2013

hts.2018

See method

See methsd

1jjnethod

See method

continued on nest page



Description

Tenant Name

Type Suite Number

Lease Dales Term

12

Mar.2010 to Fsb-2020

120 Months

Leasing Costs Upon Expirahori

lrnprvmrits Commssns Assumption about

Rate Rats subsequent terms

Amount Amorart toe this tenant

Market

See assumption

tn-Line

Market

S. assumption

tn-Line

Market

See assumption

tn-Line

Market

See assumption

ln.Line

17
__________________

May-201 Ito Apr-2021

120 Months

May-2t316 1-2 100% See ethod Market

See es5umpllon

ri-Line

May-20l

fitay-2Ol3

May-20l

May.2015

May.2012

May-2013

May-2014

Seerl1ethod

1-2 100% Se metlod

See reethod

See method

Market

See assumption

In-Line

Market

See assumption

In-Line

Market

See assumption

In-Ler

Market

See essumption

tn-Line

Area

Fbor

SqFt

Bldg Share

Software ARGUS Ver 1402
File Village at Gultetresm Park

Property Type Office Retail

Portfolio

Date 614F10

Time 28 pitt

Ref ASL

Page

The Village at Gultstr.am Park

SEQ Fedstat Highway US
SE 5th Street

Haltaridate Flonda 33009

Presentation Rent Roll Cienent Term Tenant Summary
As ot May-20t0 for 497.836 Square Feet

contbs..ed from
presious page

Base Rent Rent Atustments Categories Abatements Reimbursement

Rate Amount CPI Curerd Months Pcnt Descrtion of

per Year Changes Changes Porters Wage to to Operating Expense

per Month on to Miscellaneous Abate Abate Reimbursements

Mar-2012 See method

Mar.2013

Mar-2014

Mar.2015

Mar.2016

Mar.2017

Mar.2018

Mar-2019

Mar-2013

Mar.2017

Feb.2016 1-2 100% See rrrathod

Mar.2016 1-2 100% See rnethod

Apr.2016 1-2 100%

13 __________________

Mar.2010 to Feb.2020

120 Months

Feb.2011 to Jan.2021

120 Months

15

Mar-201 Ito Feb-2021

12t3 Months

16

Apr-2O1 Ito Mar-2021

120 Months

Market

See asSumption

tn-Litre

Jun-2016

continued ott next peg



Mar.2010 to Feb-2020

120 Months

May-2011

May-2012

May-2013

May.2014

May-201S

May-2016

May-201

May-2018

May-201B

May-2020

May-2021

May.201

May-201

May.201

Mar-201

Mam-2017

The Vittaga at Gutlotream Park

SEO Federal Highway US
SE 5th Street

Hatlandale Ftorida 33008

Option

See assumption

Metor

Market

See assumption

In-Lire

Market

See assumption

b.t.ine

Market

See assumption

h-tine

Market

See assumption

tn-Line

Market

See assumption

In-Line

Market

Sea assumption

In-Ltne

Market

See assumption

tn.Lrre

Presentation Rent Roll Current Term Terrsnl Summary
As of May-2010 for 487.838 Square Feel

contrued from previous page

Area Base Rent Rent Adustments Categories Abatements Rarmbureamant Leaomg Costs Upon Expiation

Floor Rate Amount CPt Current Months Pcnt Oasrrnprinn at lnrprvrnnts Commssne Assumption about
SqPl per Year Changes Changes Porters Wage to to Operating Expense Rate Rate subsequent terme

Bldg Share par Month on to Miscelanaous Abate Abate Reimbursements Amount Amount tot this tenant

May.201 Market

See asswsrplion

tn-Line

Description

Tenant Name

Type Suite Number

Lease Dates Term

22 ________________

Expires Apr.2015

23
________________

Expires Apr.2025

24
________________

Expires Apr.2022

25

Espies Apr2020

Software ARGUS Ver t4

File Vitlage at Gutlstream Park

Properly Type Office Retail

Porttotio

Date 6/4/tO

Time 228pm
Pelt ASL

Page

Mar-201S

27

Mar.2010 to Feb.2020

t20 Months

28

Mar.2010 to Feb.2020

120 Months

28

Mar.2010 to Feb-2020

120 Months

30

Mar.2010 to Feb.2020

120 Monrrss

See method

See method

Sea method

See method

See mettuid

See methodS

See method

Mar-2015

Mar-2013

Mar.2017

continued on nest psga



38

Mar.2010 Feb2020

120 Months

Area

Floor

SqFt

Bldg Share

Market

See assumption

Irt-Line

Market

See assumption

In-brie

Market

See assumption

ln.Lirr

Market

Sea assumpliorv

tn.t ins

Market

See assumption

lrl.Line

Market

See assumption

In-I_inc

Software ARGUS Ver 14 0.2

File Village at Gulfotream Park

Property Type Office Retail

Prtlolio

Dale 6/4/10

Time 28 pm
Ref8 ASL

Page

Description

Tenant Name

lype Suite Number

Lease Dales Term

31

Mar.2010 to F.b-2020

123 Months

32

Jul.2011 to Jun.2021

120 Months

Mar-201

Mar.2011

The Village at Gupstream Park

SEQ Federal Highway US
SE 5th Slreet

Haltaridate Florida 33009

Presentalion Rent Rot Current Term Tertanl Summary
As of May-2010 for 497.836 Square Feel

continued trots previous page

Base RenI Rent Aduttments Categories Abatements Reimbursement Leasing Costs Upon Expiration

Rst Amount CPI Current Montris Pcnl Description or lnlprnmnts Commssrts Assumplion eboul

per Year Changes Changes Porters Wage to to Operating Expense Rate Rate subsequent terms

per Month on Is Miscellaneous Abate Abate Reimbursements hnoistt Amoisrl for this tenant

Mar.2012 See method

Mar.2013

Mar-2014

Mar.2015

Mar-2016

Mar.2017

Mar.2018

Mar.2019

Jul.2016 1.2 100% S.en.thod

See method

1.2 100% See method

See method

Sea method

See method

See rnethod

33

Mar.2010 to Feb.2020

120 Months

34

Aug.2011 to Jul.2021

120 Months

35

Expires Apr.2020

Mar.2010 to Feb.2020

120 Months

37

Aug-2016

May.201

May.2012

May.2014

May-2016

Mar.2013

Mar.2017

120 Months

Mar.2015

Mar.2016

Mar.2017

Mar.2018

Mar-2019

39

Espires Apr.2020

Market

See assumption

ln-Lule

Market

See assumption

Restaurant

Market

See esxtlnption

tn-l.ine

continued on next page



Ii

The Village at Guttstream Park

SEQ Federal Highway US
SE 5th Street

Hallandale Florida 33009

Software ARGUS Ver 140

File Village at Gultstreem Park

Property Type Office Retail

Portfolio

Date Sf4110

Time 28

ReM ASL

Presentation Rent Roll Current Term Tenant Summary
Page

As of May-20 IS for 497.836 Square Feet

continued from previous page

Descriytion Area Base Rent Rent Adtustments Categories Abatements Reimbumement Leasing Costs Upon Eupiration

Tenant Name Floor Rate Amount CFI Current Months Font De5cnphon ot Imprumnia Commssns Assumption about

Type Suite Number 5qFr per Year Changes Changes Porters Wage to to Operating Expense Rate Rate subsequent terms

Leaae Dates Term Bldg Share per Month on to Miscellaneous Abate Abate Reimbursements Amount Amount to this tenant

40

Mar-2010 to Feb-2020

120 Months

Mar.2012

Mar-20t

Mar-20t4

Mar.2015

Mer-2tt15

Mar.2017

Mar-2018

Mar.2019

cpa
Market

mption

tn-Line

See assu

41

Mar.2010 to Feb-2020

120 Months

4-

Mar-2010 to Feb-202S

Mar.2012

Mar-20

Mar.2014

Mer-201S

Mer-201

Mar-201

Mar.2018

Mat-201

Mar.2012

Mar.2017

Mer-2020

SIIAIhnrit

Ikrot

Market

mptron

In-Une

Seeassu

Market

See assumption

tn-tine

180 Months

43

Mar.2010 to Feb.2025

Mar.2012

Mar.2020

Mar-201

cc method Market

See assumption

tn-Line

180 Months

44 Sc. merrrrrrt
Market

..
See assumption

Mar-201 010 Feb2025
In-Line

180 Months

45

Mar-20 10 to Feb-2020

Mar.2013

Mar.2017

cc mathnd Market

See assumption

ks-Line

120 Months

46

Mar.2010 to Feb.2020

120 Months

Mar-2011

Mar-2012

Mar.2013

Mer-2014

Mar.2015

Mar-2016

Mar-201

Mar-2018

Mar.2018

47

Mar.2010 to Feb.2020

120 Months

Mar.2011

Mar.2012

Mer-2013

Mar-2014

Mar.2015

Mar.2016

Mer-201

Mar.2018

Mar-2018

Mar.2012

Mar-201

Mer-2020

Market

See assumption

tn-Line

See method Market

Sea assumption

Restaurant

continued on nest page



Description

Tenant Name

Type Suit Number

Lease Dates Term

48

Mar.2010 to Feb2020

120 Months

45

Mar.2010 to Feb-2025

180 Months

Mar.2010 to Feb.2020

120 Months

51

Mar-2010 to Feb-2020

120 Months

52
_________________

Mar.2010 to Feb.2020

120 Months

Mar.2010 to F.b-2020

120 Months

54

Mar.2010 to Feb.2020

120 Months

51

Mar.2010 to Feb.2020

120 Months

Expires Apr-2020

-i The Viflage at Guttstream Park

SEQ Federal H.ghway US
SE 5th Street

Software ARGUS Ver 14.0.2
File

Village at Gulfstream Park

Prop.rty Type Office Retait

Haltardate Ftorida 33009
Portlotio

Dete 614/10

Time 228 pm
Ret ASI

Presentation Rent Roll Current Term Tenant Suniniaiy
Page

Au of May-2010 for 497.836 Square Feet

oOrwtued from previous page

Are Base Rent Rent Adjustmenta Categories Abatements Reimbursement Leasing Costs Upon Expiration

Floor Rate Amotirit CPI Current Months Pct DescrVhon of Imprvmrrts Commssns Assumption about

SqFt per Year Changes Changes Porters Wage to to Operating Expense Rate Rate subsequent terms

Bldg Share per Month on to Miscellaneous Abate Abate Reimbursements Amount Amount for this tenant

Mar.2012 See method Market

See assumption

ln.Line

Mar.2015 Market

See assumption

Restaurant

Mar.2015 See method Market

Sea assumption

tn-Line

Mar.2013

Mar.2017

See method Market

See assumption

trr.t.ine

Soi nreihnil Market

See assumption

tn-Line

See method Market

See assumption

tn-Line

See method Market

See assumption

tn-Line

Mar.2012

Mar.2015

See method Market

See assumption

tn-Line

May-2013

May.2017

See nrotivel Market

See assumption

tn-Line

contmued on next pag

1.2015



Mar.2011

Mar-2012

Mar.2013

Mar.2014

Mar.2015

Mar-2016

Mar.2017

Mar.2018

Mar.2019

Mar.2013

Mar.2017

Mar.2011

Mar.2012

Mar.2013

Mar.2014

Mar.2015

Mar.2016

Mar.2017

Mar.2018

Mar-201

Market

See assumption

Restaurant

Market

See assumption

tn-Line

Market

See assumption

Restaurant

Market

See assumption

Restaurant

Market

See assumption

Restaurant

Market

See assumption

tn-Line

Software ARGUS Ver 14 0.2

File Vittage at Qutfstrearrr Park

Property Type Office Retail

Portfolio

Date 6/4/10

Time 228 pm
Re1 ASL

Page

kRs

Descnpton

Tenant Name

Type Su4e Number

Lease_Dale__Term ____________

Mar-20 10 to Feb.2020

120 Months

58
__________________

Mar-2010 10 Feb.2020

120 Morrlhs

59 __________________

Mar-2010 to Feb.2020

120 Months

60 _________________

Mar.2010 10 Feb.2020

120 Months

61 _______________

Mar.2010 to Feb.2020

120 Months

52

Mar.2010 to Feb.2020

120 Months

63 _______________

Sep-2011 to Aug.2021

120 Months

64

Mar-U1u I5 yeo-0020

120 Months

The Vrttage at Gulfstream Park

ssa Federal Highway US
SE 5th Street

Haandats Florida 33009

Presentation Rent Roll Current Tern Tenant Sornmary

Au of May.201t for 497536 Square Feet

Continued from previous page

Area Base Rent Rent Adtuatmenls Categories Abatements Reimbursement Leasing Costs Upon Expiration

Floor Rate Amount CPI Current Months Pmrl Description of tmpnvmnts Commssns Assumption about

SqFt per Year Changea Changes Porter Wage to to Operatiiq Expense Rate Rate subsequent terms

Bldg Share par Month on to Miscetlaneous Abate Abate Rawnbtxements Amount Amount for this tenant

_______

Mar.2012 See method Market
Mar.2013 See assumption

tn-Line

Mar-2016

Mar.2017

Mer-201

Mar.2019

Mar.2012 Sa.method

________ Mar.2013

Mar.2014

Mar.2015

Mar-2015

Mar.2017

Mar.2018

Mar.2019

Mar.2015

See mxttmd

Sex rrserhod

See method

1-2 100% See method

See method

Mar2015

Sep.2016

Market

See assumption

tn-Line

corttmaed on next page



70
__________________

Mar.2010 to Feb.2020

120 Months

Presentation Rent RotS Current Tern Tenant Summary
As of May.2010 for 497.836 Square Feet

ocritmued from prevlous page

Base Rent Rent Amuotments Categories Abatements Reimbursement

Rate Amount CPI Current Months Pcnl Description of

per Year Changes Changes Porters Wage to to Operating Expense

per Month on to Miscellaneous Abate Abate Reimburs.ments

Mar.2015

Market

See assumption

Upper Level

71

Mar.2010 to Feb.2020

120 Months

Mar.2015 See method Market

See assumption

Upper Level

Market

See assumpt on

Upper Level

Market

See assumption

Upper Level

The Village at Gulf stream Park

SEQ Federal Highway 1.151

SE 5th Street

Hallandal Florida 33009

Area

Floor

SqFt

Bldg Share

Software ARGUS Ver 1402
Fit Village at Gutfstream Part

Property lype Office Retail

Portfolio

Date 6/4/10

Time 2.28 pirt

Ref6 ASL

Page

Description

Tenant Name

Type Suite Number

Lease Dates Term

65

Mar.2010 to Feb-2020

120 Months

66

Mar-2010 to Feb.2020

120 Months

67

Expires Ap-2020

So

Mar.2010 to Feb.2020

120 Months

69

Mar-2t210 to Feb.2020

120 Months

Leasmg Costs Upon Expiration

tmprvmnto Commssrrs Assumption about

Rate Rate subsequent terms

Amount Amount for this tenant

Market

See assumption

Restaurant

May-2012

May-2013

Mey.2014

May-2015

May-2016

May-2017

May-2010

May.2019

Mar.2013

Mar.2017

MarketSee melhott

See assumption

_________
MarketSee method

See assumption

Upper Level

Market
See method

See assumpf ion

Upper Level

MarketSee methoct

See assumption

Upper Level

rnethod

Mar-2013

Mar.2017

Mar-2015

72

Oct.2011 to Sep-2021

120 Months

73

Mar.2010 to Feb.2020

120 Months

Oct-2016

Mar-2015

1-2 100% 5. r.l hod

See mttod

contxlued on next page



The Village at Gultstreanr Parti Software ARGUS Var 1402

SEQ Federal f-kgtrway US Fife Village at Giiltstrearn Patti

SE 5th Street Properly Type Office Ratait

Hatlandala Florida 33009 Portfotic

Date 6i4/10

Time 228pm
Reffi ASL

Page

Presentation Rant RON Current Tarts Tenant Summary
As of May.2010 for 487.836 Square Feet

continued from previous page

Base Rent Rent Adjustments Categories Abatarrierits Reirrrbixsemsnt

Rate Arirmirit CPI Currant MrthS Pcnt Descriptori of

per Veer Changes Changes Porters Wage to to Operating Eopenae

per Month on to Macefarrreous AbOte Abate Reimbursements _______ ___________

May-2011

Mey.20i2

May-2013

May.2014

May-2015

May.2016

May-2017

May.2018

May-2019

Jun-2011

Jun.2012

Jun.2013

Jun.2014

Jun.2015

Jun.2018

Jun.2017

Jun.2018

Jun-2019

Jul.2011

Jul.2012

Jul.2013

Jul.2014

Jul.2015

Jul.2016

Jul.2017

Jul-2018

Jul.2019

Aug.2011

Aug-2012

Aug.2013

Aug.2014

Aug.2015

Aug.2016

Aug.2017

Aug.2018

Aug.2019

Sep.2011

Sep.2012

Sep.2013

Sep.2014

Sep.2015

Sep.2016

Sep.2017

Sep.2018

Sep.2019

Oct.2011

Oct.2012

Oct.2013

Oct.2014

Oct.2015

Oct.2016

Oct.2017

Oct.2018

Oct.2019

cent trrued on nest page

Area

Floor

SqFt

Bldg Share

100% See method

Office CAM

Leasing Costa Upon Expiretiort

tmprumrits Corrrmssns Assi.arsphorr ebout

Rate Rate subsequent terms

Amount for this tenant

Market

See ossumptorr

Office

100% See method

Office CAM

Description

Tenant Name

Type Suite Number

Leese Dates Term

St Office

Office Suite

May-201 to Apr.2020

120 Months

Si Office

Office Sute

Jun.2010 to May-2020

120 Months

51 Office

Office Suite

Jul.2010 to Jun-2020

120 Mths

51 Office

Office Su4e

Aug.2010 to JuI-2020

120 Months

SI Office

Office Suite

Sep.2010 to Aug.2020

120 Months

51 Office

Office Suit

Oct-2010 to ep-2020

120 Months

1-2 100% See method

Office CAM

1.2 100% See method

Office CAM

Market

Soc assumption

Office

Market

Sac assumption

Office

Market

See assumption

Office

Market

See essumptiori

Office

Market

See assumption

Office

1-2 100% See method

Office CAM

1-2 100% See method

Office CAM



The Village at Gulf stream Park

SEQ Feiferot Highway US
SE 5th Street

Hattarrdat Ftorida 33009

Presentation Rent Rott Current Term Tenant Summary
As of May-2O10 for 497836 Square Feet

conlinued from previs page

Area Base Rent Rent Adjustments Categories Abatements Reimbursement

floor Rate Amount CPI Current Months Pcrf Description of

SqFt p.r Veer Changes Changes Porters Wage to to Operating Expense

Bldg Share per Month on to Mrscetlaneous Abate Abate Reirnbsesenrents

Nov.2011

Nov-2012

Nov.2013

Nov-20 14

Nov-2015

Nov.2016

Nov.2017

Nov.2018

Nov.2019

Dec.2011

Dec.2012

Dec.2013

Dec.2014

Dec.2015

Dec.2016

Dec.2017

Dec.2016

Dec.2019

Jan.2012

Jan.2013

Jan-2014

Jan.2015

Jan-2016

Jan.2017

Jan.2018

Jan.2019

Jan.2020

Feb.2012

Feb.2013

Feb.2014

Feb-2015

Feb.2016

Feb.2017

Feb.2018

Feb.2019

Feb.2020

Mar.2012

Mar.2013

Mar.2014

Mar.2015

Mar.2016

Mar.2017

Mar.2018

Mar.2019

Mar-2020

Apr.2012

Apr.2013

Apr.2014

Apr.2015

Apr.2016

Apr-2017

Apr.2018

Apr-2019

Apr.2020

Software ARGUS Vat 402
File Village at Guitstream Park

Property Type Office Retail

Portfolio

Data fff410

Tune 28 pm
ReI ASL

Page 10

Leasing Costs

imprvrnnls Comrnssrts

Rate Rate

Amount Amount

1-2 100% See method

Office CAM

1-2 100% Se.rrrethod

Office CAM

Descnption

Tenant Name

Type Suite Number

Lease_bates _Term ____________

Si Office

Office Suite

Nov.2010 to Oct.2020

120 Months

SI Office

Office Suite

Dec.2010 to Nov.2020

120 Months

SI Office

Office Suite

Jan-201 ito Dec-2020

120 Months

Si Office

Office Suit

Feb-201 ito Ji
120 MonthS

Si Office

Office Suite

Mar.2011 to Feb-2021

120 Months

Si Office

Office Suite

Apr.201 Ito Mar.2021

120 Months

1-2 100% See method

Office CAM

Upon Eopaaton

Assumption about

subsequent terms

for this tenant

Market

See assumption

Office

Merkt

See aoournptlon

Office

Medret

See assumption

Office

Market

See assumption

Office

Martiet

See assumption

Office

Market

See assumption

Office

1-2 100% See method

Office CAM

1-2 100% Se method

Office CAM

1-2 100% See method

Office CAM

continued on next page



The Village at Gulf strean Park Software ARGUS Var 1402
SEQ Federaf Highway US File Vitlege at Guft$freacn Park

SE 5th Street Property Type Office Retait

I-latlandate Florida 33009 Portfolio

Date 6f4f 10

Time 28 pm
Ref8 ASL

Page 11

Presentation Rent Roll Current Term Tenant Summary
As of May-2010 for 497 836 Square Feet

continued from previous page

Area Base Rent Rent Adjustments Categories Abatements Reimbursement

Ftoor Rate Amount CPt Current Months Pcnt Description of

SqFf per Yea Changes Changes Porters Wage to to Operating Expense

Bldg Share per Month on to Miscellaneous Abate Abate Reimbursements ___________________ _______________

May-2012

May-2013

Mey-201

May201

Mey-2016

May-20 17

May-2018

May-201

May-2020

Jun.2012

Jun-2013

Jun-20

Jun-2015

Jun.2016

Jun-2017

Jun-20i8

Jun-2019

Jun-2020

Jul-2012

Jul.2013

Jut-2014

Jut-20i5

Jut-2016

Jul.2017

Jul -20

Jut-2019

Jul-2020

Aug.2012

Aug.2013

Aug.2014

Aug.2015

Aug.2016

Aug.2017

Aug.2018

Aug.2019

Aug.2020

Sep.2012

Sep.2013

S.p-20i4

Sep-201

Sep.2016

Sep.2017

Sep.2018

Sep.2019

Sep.2020

Ocl-20f

Ocl-201

Oct.2014

Oct-2015

Oct-2016

Oct.2017

Oct.2018

Oct.2019

Ocl-2020

Leasing Costs

trnprvrnnts Comrnssns

Rate Rate

Amount Amount

1-2 100% See method

Office CAM

AARGUS

Description

Tenant Name

Type Suite Number

Lease Dates Term

Si Office

Office Suite

May-2011 toi
120 Morrths

SI Office

Office Sute

Jun-2011 to

120 Months

Si Office

Office Suite

JuI-201 ito Ju

120 Months

51 Office

Off ci Sutte

Aug.2011 to JuI-202i

120 Mohths

Si OtliCe

Office Suite

Sep-2011
to1

120 Months

Si Office

Office Suite

OcI-201l to Sep-2021

120 Months

1-2 100% See method

Office CAM

1-2 100% See method

Office CAM

Upon Expiration

Assumption about

subsequent terms

for this tenant

Market

See assumption

Office

Market

See assumption

Office

Market

See assumption

Office

Market

See assumption

Office

Market

See asSumption

Office

Market

See assumption

Office

1-2 100% See method

Office CAM

1-2 100% See method

Office CAM

1-2 100% See method

Office CAM

continued on next pegs



Software ARGUS Var 14.0.2
File

Village at Gulfatreani Park

Property Type Off ic Retait

Portfolio

Date 614110

Time 2.26 pm
Rent ASL

Page 12

Description

Tenant Naive

Type Suite Number

Lease Dates Term

SI Office

Office Suite

Nov.2011 to Oct-2021

120 MonthS

SI Office

Office Suite

Oec-20t1 to Nov.2021

120 Months

SI Office

Office Suite

Jeri-2012 to Oec-2021

l2oMonths

St Office

Office Suite

Feb.2012 to Jan.2022

120 Months

SI Office

Office Suite

Mar.2012 to 22

120 MonthS

SI Office

Office Suite

Apr.2012 to Mar.2022

120 MonthS

The Village at Gutfetream Park

SEQ Federal l-tighway ItS

SE 5th Street

Hellandate Florida 33009

Presentation Rent Rc8 Current Term Tenant Summary
As of May.201 fOr 497836 Square Feet

continued from previous page

kea Bese Rent Rent Adjustments Categories Abatements Reimbursement Leasing Costs

Floor Rate Anvount CPI Cwrent Months Pcnt Description of lrsprvnrnts Commssns

SgFI par Year Changee Changes Porters iNage to to Operating Expense Rate Rate

Bldg Share per Month on to Miocettarreous Abate Abate Reenbureements Amount Amount

Nov.2012 1-2 100% See method

Nov.2013 Office CAM
Nov-2014

Nov.2015

Nov.2016

Nov.2011

Nov.2019

Nov.2019

Nov-2020

Dec.2012 1-2 100% See method

Dec.2013 Offic CAM
Dec.2014

Dec.2015

Dec.2016

Dec.2017

Dec.2018

Dec.2019

Dec.2020

Jan.2013 1-2 100% See method

Jan.2014 Office CAM

Jari.-201

Jan.2016

J$n-2011

Jan.2018

Jan.2019

Jan.2020

Jan.2021

Feb.2013 1-2 100% See method

Feb.2014 Office CAM
Feb.2015

Feb.2016

Feb.2017

Feb-2018

Feb.2019

Feb-2020

Feb-2021

Mar.2013 1.2 100% See method

Mar.2014 Office CAM
Mar.2015

Mar.2016

Mar.2017

Mar-2018

Mar.2019

Mar.2020

Mar-2021

Apr.2013 t-2 100% See method

Apr.2014 Office CAM
Apr.2015

Apr.2016

Apr.2017

Apr.2016

Apr.2019

Apr.2020

Apr.2021

Upon Expiration

Assumption about

subsequent terms

for this tenant

Market

See assumption

Office

Market

See assumption

Office

Market

See assumption

Office

Market

See assumption

Office

Market

See assumption

Office

Market

See assumption

Office

continu.d on next page



Desonphori

Tenant Name

Type Suite Number

Lease Dates Term

The Visag at Gulf Stream Paris

SEQ Federal Highway US
SE 5th Street

Hatlaridata Florida 33009

1-2 100% See method

Office CAM

1-2 100% See method

Offic CAM

1.2 100% Sea method

Office CAM

1.2 100% See method

Office CAM

1.2 100% See method

Office CAM

Market

See assumption

Office

Market

See sssumption

Office

Software ARGUS Vet 14.02

File Village at Quttstrearr Park

Property Type Office Retail

Portfolio

Date 61410

Time 228pm
Rate ASL

Page 13

51 Office

Office Suita

May.2012 to Apr.2022

120 Months

SI Office

Office Suite

Jun.2012 to May-2022

120 Months

SI Office

Office Suite

.Jut-2012 to Jun-2022

120 Months

SI Office

Office Suite

Aug-20f to Jut-2022

120 Months

51 Office

Office Su1

Sep.2012 to Aug.2022

120 Months

Presentation Rent Rol Current Term Tenont Summary

As of May.2010 for 497836 Square Feel

continued from previous page

Area Base Rent Rent Adjustments Categories Abatement5 Reimbursement Leasmg Costs Upon Expiration

Floor Rate Amount CPI Current Months Pcnt Description of trriprvnnnts Comrnssns Assumption about

SqFt p.r Year Changes Changes Porters Wage to to Operating Expense Rate Rate subsequent terms

Bldg Share per Month on to Mincetlatieous Abate Abate Retrnbissomento Amoont Amount for this tenant

May-2013
1-2 100% See method Market

May-2014
Office CAM See assumption

Msy-201
Office

May-201

May-2O17

May-2018

May-2019

May-2020

May.2021

Jun.2013
Market

Jurs-2014
See assumption

Jun.2015
Office

Jun.2016

Jun.2017

Jun.2018

Jun.2019

Jun-2020

Jun.2021

Jul2013
Market

Jul2014
See assutsrptiorr

Jul-2015
Office

Jul.2016

Jut-2017

Jul-2018

Jul.2019

Jul.2020

Jut.2021

Aug.2013

Aug.2014

Aug-20 15

Aug.2015

Aug.2017

Aug2018

Aug.2019

Aug.2020

Aug.2021

Sep-2013

Sep.2014

Sep.2015

________ Sep.2016

Sep.2017

Sep.2018

Sep.2019

Sep.2020

Sep.2021

Oct.2013

Oct.2014

Oct.2015

Oct.2016

Oct.2017

Oct.2018

0c1-2019

Oct.2020

Oct.2021

Si Office

Office Suite

Oct.2012 to Sep-2022

120 Months

Market

See assumption

Office

contirrued on next page



Base Rent

Rate Amount

per Year Changes Changes

per Month on to

Nov.2013

Nov.2014

Nov-2015

Nov.2016

Nov-201

Nov.2018

Nov.2019

Nov.2020

Nov.2021

4Of
Dec-2014

Dec.2015

Dec.2015

Dec.2017

Dec-2018

Dec.2019

Dec-2020

Dec.2021

Jan.2014

Jan-2015

Jan.2016

Jan.2017

Jan.2018

Jan.2019

Jan.2020

Jan-202I

Jan-2022

The Village at Gutfstream Perk

SEQ Federal Highway US
SE 5th Street

Haflandat Florida 33009

Presentation Rent Roll Current Term Tenant Summery
As of May-2010 for 497 835 Square Fot

continued from previdus page

Abatements Reimbursement

Months Pent Description ot

to to Operating Expense

Abate Abate Reimbursements

1-3 100% See method

Office CAM

1.2 100% See method
Office CAM

1-2 100% See method

Office CAM

1-2 100% See method

Office CAM

Market

See assumption

Office

Market

See assumption

Office

Market

See assumption

Office

Market

See assumption

Office

Software ARGUS Vet 1402
Fit Vittage at Gutfetresm Park

Property Type Office Ritit

Portfolio

Date 5/4F10

Time 228 prl

Ref ASL
Page 14

Rent Adjustments Categories

CPI Current

Porters Wage

Leasing Costs Upon Expiration

tmprvmnts Commssns Assumption about

Rate Rate subsequent tems
Amount Amount br this tenant

Market

See assumption

Office

AARGUS

Description Area

Terant Name Floor

Type Suite Number SqFt

Lease Dales Tern BId Share

Si Office

Office Suite

Nov.2012 to

120 Months

SI Office

Office Suite

Dec.2012 IC Nov-2022

120 Months

51 Office

Office Suite

Jarrr2Ol 310 CC-

120 Months

Si Office

Office Suite

Feb.2013 to Jan.2023

120 Months

Si Office

Office Suite

Mar-2013 to Feb2033

120 Months

Si Office

Office Suite

Apr.2013 to Mar.2023

120 Months

Total Occupied SqFt

Total Availab SqFt

Market

See assumption

Office

1-3 100% See method

Office CAM

1-2 100% See method

Office CAM

367865 36

129.97064



Ar

New
Renewal

Result

New
Renewal

Rounded

The Village at Gulfstroam Park

SEC Federal Highway US
SE 5th Street

Hallandale Ftorida 33009

For the Year
Ending

4/30/11

Market Leasing Assumption Results

In Inflated Dollars for the Fiscal Year Beginning 5/01/10

12.00

SISqFt

Percent

5.00%

2.50%

3.00%

00

0.00

0.00

Software ARGUS Ver 14.0.2

File Village at Gulfatream Park

Property Type Office Retail

Portfolio

Date 6/4/10

Time 28 pm
Ref ASL

Page

MLA Categories

Renewal Probability

Market Rent

In-Line Office Restaurant Upper Level Major

75.00% 70.00% 75.00% 75.00% 80.00%

$/SqFtfYr $ISqFVYr $SqFVYr $ISqFtrYr

Months Vacant 9.00 9.00 9.00

Tenant Improvements $/SqFt $ISgFl

New
Renewal

Result

Leasing Commissions Percent Percent Percent Percent

New
Renewal

Result

5.00%

2.50%

3.13%

5.00%

2.50%

3.25%

500%
2.50%

3.13%

5.00%

2.50%

3.13%

Rent Abaternenls Mew
Renewal

Result

000

0.00

0.00

0.00

0.00

0.00

0.00

0.00

0.00

0.00

0.00

0.00

Non-Weighted Items

Rent Changes

Retail Rent Changes

Reimbursements

Yes

$14.50 CAM 3%

Yes

Office CAM

Yes

$7.50 CAM 3%

Yes

$6.50 CAM 3%

Yes

Ins Util

Term Lengths

Yer Years

10

Years

10

Years

10

Years

Term Overrides No No No No No
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For the Years Ending

Tenant

Vacant

Office

Vacant

Office

Vacant

Office

Vacant

Office

Vacant

Office

1/11 12120

1/11 12/20

Vii 1/21

2111 121

3/11 2/21

3/11 2/21

4/tI 3/21

4/11 3/21

5/li 4/21

5/11 4/21

The Village at Gulfatreem Park

SEQ Federal Highway US
SE 5th Street

Hattandele Florida 33009

Softwere ARGUS Ver 14.02

File Village at Gulfstream Park

Property Type Off/ce Retail

Portfolio

Date 64/10
Time 229 pm

Ref ASI
Page

Year

Apr-201

Month One

Occupied Area

Supporting Schedule Square Feet Expiring A/l Terms

Lease First Year Year Year Year Year Year Year Year
Stert Expiration Apr.2011 Apr-2012 _pj3 pyl4 Apr-2E15 Apr-2016 Apr-2017 _SwQ18

Total SqFt Expiring

Percent Of Total Expiring

5.46800

1.1%
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The Village at Gulfstream Park Software ARGUS Var 14.0.2

SEQ Federal Highway US Ftte
Village at Gulfatream Parlr

SE 5th Street
Property Type Office Retail

Hallandale Florida 33009
Portfolio

Date 6/4/10

Time 229 pm
Refie ASI

Page

Supporting Schedule Square Feet Expiring All Terms

Month One Lease First Year 10 Year 11

For the Years Ending Occupied Area Start Expiration Apr-2020 Apr-2021

Tenant

Vacant 1/11 12/20 1500.00

Office 1/Il 12/20 2468.36

Vacant 2/11 1/21 1400.00

Office 2/11 1/21 2468.36

Vacant 3/il 2/21 700.00

Office 3/11 2/21 2468.36

Vacant 4/il 3/21 4.29200

OffIce 4/11 3/21 246836
Vacant 5/11 4/21 4.34500

Office 5/11 4/21 ___________ 2.46836

Total SqFI Expiring 258462.36 47345.33

Percent Of Total Expiring 51.9% 9.5%
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4ARGUS-

Detail Of hF Income

The Village at Gulfstream Park

SEQ Federal Highway US
SE 5th Street

Hallandale Florida 33009

Input Assumptions

continued from previous page

Software ARGUS Ver 14.0.2

File Village at Gulfslream Park

Property Type Office Retail

Portfolio

Date 6/4/10

Time 229 pm
Ref ASI

Page

May

June

July

August

September

October

November

December

January

February

March

ApnI

Annual Total

inflation

Inflated Total

Detail Of TIF Income

May

June

July

August

September

October

November

December

January

February

March

April

Annual Total

tnllabon

Inflated Total

Reimbursable Expenses

Apr-2011 Apr-2012 Apr.2013 Apr-2014 Apr.2015 Apr.2016 Apr-2017 Apr-2018 Apr.2019 _pr.2020 Apr-2021 Ap Apr-2023 Apr.2024 Apr-2025

75000.00 75000.00 75000.00 75000.00 75000.00 75000.00 75000.00 75000.00 75000.00 7500000

75000.00 75000.00 75000.00 75000.00 75000.00 75000.00 75000 00 75000.00 75000.00 75000.00

75000.00 75000.00 75000.00 75000.00 75000.00 75000.00 75000.00 75000.00 75000.00 75000.00
75000.00 75000.00 75000.00 75000.00 75000.00 75000.00 75000.00 7500000 75000.00 75000.00
75000 00 75000.00 75000.00 75000 00 75000.00 75000.00 75000.00 75000.00 75000.00 75000.00
75000.00 75000.00 75000.00 75000.00 75000.00 75000.00 75000.00 75000.00 75000.00 75000.00
75000.00 75000 00 75000.00 75000.00 7500000 75000.00 75000.00 75000.00 75000.00 7500000
75000.00 75000.00 75000.00 75000.00 75000.00 75000.00 75000.00 75000.00 75000.00 75000.00

75000.00 75000.00 75000.00 75000.00 75000 00 75000.00 75000.00 75000.00 75000.00 75000.00

75000.00 75000.00 75000.00 75000.00 75000.00 75000.00 75000.00 75000.00 75000.00 75000.00

75000.00 75000.00 75000.00 75000.00 75000.00 75000.00 75000.00 75000.00 75000.00 75000.00

__________ 75000.00 75000.00 75000.00 75000.00 75000.00 75000.00 75000.00 75000.00 75000.00 75000.00 _________ _________ __________ __________

900000.00 900000.00 900000.00 900000.00 900000.00 900000.00 90000000 900000.00 900000.00 900000.00
0.0000 0.0000 00000 00000 00000 0.0000 0.0000 0.0000 0.0000 0.0000 0.0000 0.0000 0.0000 0.0000

900000 900000 900000 900000 900000 900000 900000 900000 900000 900000

Apr.2026

0.0000

Name Acct Code Actuals Budgeted Units

S/Area

Area/Constant Frequency

/Year

Fixed Inflation Ref Accl Notes

100Property SizeCAM
Utilities S/Area Retail Area /Year 100

Insurance S/Area Property Size /Year 100

Man.gementFee %ofEGR
Taxes S/Area Property Size Near 100

Office Util Janitorial 2.5 S/Area Office Area Near 100
Promotion

3/Area Retail Area Near 100

Gross Up for Reimbursement No

continued on next page



The Village at Gulfstreem Park
Software ARGUS Vet 14

SEQ Federal Highway US File Village at Guflstrearri Park
SE 5th Street

Property Type Office Retail
Hallande FlorIda 33009

Portfolio

Date 6/4/10

Time 229 pm
Ref ASI

Page
Input Assumptiona

continued from previous page

Non-Reimbursable Expenses

Name Acct Code Actuals Budgeted Units Area/Constant qncy Fixed Inflation Ref Acct Notes

Ground Lease
tetail SAmount

100
Off-site Parking Shuttle 200000 SAmount Near 100
Non-reimbursable

0.2 S/Area Property Size Year 100

Detail Of Ground Lease

p011 Apr-2012 Apr-2013 pr-2014 Apr.2015 _16 Apr.2017 Apr-2018 Apr-2019 Apr.2020 Apr-2021 Apr-2022 Apr.2023 Apr-2024 Apr-2025

May 13822917 138229.17 138229.17 138229.17 138229.17 138229.17 149257.50 14928750 149287.50 149257.50 149287.50 149287.50 161230.50 161230.50 161230.50June 138229.17 138229.17 138229.17 138229.17 138229 17 138229.17 149287.50 149287.50 149287.50 149287.50 149287.50 149287.50 151230.50 161230.50 161230.50
July 138229.16 138229.16 138229.16 138229.16 138229.16 135229.16 149287.50 149287.50 149287.50 149287.50 149287.50 149287.50 161230.50 161230.50 161230.50
August 138229.17 138229.17 138229.17 138229.17 13822917 138229.17 149287.50 149287.50 149287.50 149287.50 149287.50 149287.50 151230.50 161230.50 161230.50
September 138229.17 138229.17 138229.17 138229.17 13822917 136229.17 149287.50 149287.50 149287.50 149287.50 149267.50 149287.50 161230.50 161230.50 161230.50
October 135229.16 138229.16 138229.16 138229.16 138229.16 138229.16 149287.50 149287.50 149287.50 149287.50 149287.50 149287.50 161230.50 161230.50 16123050
November 138229.17 138229.17 138229.17 13822917 138229.17 138229.17 149287.50 149287.50 149267.50 149287.50 149287.50 149287.50 181230.50 161230.50 161230.50
December 13822917 138229.17 138229.17 138229.17 136229.17 138229.17 149287.50 149287.50 149287.50 149287.50 14928750 149287.50 161230.50 161230.50 161230.50
January 138229.16 138229.16 138229.16 138229.16 138229.16 138229.16 149287.50 149287.50 149287.50 149287.50 149257.50 149267.50 161230.50 161230.50 181230.50
February 136229.17 138229.17 138229.17 138229.17 138229.17 138229.17 149287.50 149287.50 149287.50 149287.50 149287.50 149257.50 161230.50 161230.50 16123050
March 135229.17 138229.17 138229.17 138229.17 138229.17 138229.17 149287.50 149287.50 149287.50 149287.50 149287.50 149287.50 161230.50 161230.50 161230.50
April 138229.16 138229.16 138229.16 138229.16 138229.16 138229.16 149287.50 149287.50 149287.50 149287.50 149287.50 149287.50 161230.50 161230.50 161230.50

Annual Total 1658750 1658750 1658750 1658750 1658750 1658750 1791450 1791450 1791450 1791450 1791450 1791450 1934766 1934766 1934766
Inflation 0.0000 0.0000 0.0000 0.0000 0.0000 0.0000 0.0000 0.0000 0.0000 0.0000 0.0000 0.0000 0.0000 0.0000
Inflated Total 1558750 1658750 1658750 1658750 1658750 1658750 1791450 1791450 1791450 1791450 1791450 1791450 1934766 1934766 1934766

Detail Of Ground Lease

Apr-2026

May 161230.50

June 15123050

July 18123050

August 161230.50

September 161230.50

October 161230.50

November 181230.50

December 16123050

January 161230.50

February 161230.50

March 161230.50

April 161230.50

Annual Total 1934766

Inflation 0.0000

Inflated Total 1934766

Capital Expenditures

Name Acct Code Actua/s Budgeted Units Area/Constant Frequency Fixed Inflation Ret AccI Notes

Initial TI Comm Detail SAmount 100
Capital Reserves

0.2 S/Area Owned Area Year 100

continued on next page



The Village at Gulfstream Park
Software ARGUS Ver 14 0.2Ii

SEQ Federal Highway US
File Village at Gutfatream Park

SE 5th Street
Property Type Office Retail

Nellandale Florida 33009
Portfolio

Date 6/4/10

TIme 229 pm
Ref ASL

Page
Input Assumptions

continued from previous paQe

Oetail Of Initial TI Comm

Apr-201 Apr-2012 Apr-2013 Apr.2014 Apr-2015 Apr-2016 Apr.2017 Apr-2018 Apr-2019 _p2O20 Apr.2021 Apr.2022 Apr.2023 2024 Apr.2025

May 250000.00 166666.67

June 250000.00 166666.67

July 250000.00 166666.86

August 250000.00 166666.67

September 250000.00 166666.67

October 250000.00 166666.66

November 250000.00 166666.67

December 250000.00 166666.67

January 250000.00 166666.86

February 250000.00 166666.67

March 250000.00 166666.67

April 250000.00 166666.66 _______ _________ _______ _______ _________ _________ _________ _______ __________ __________

Annual Total 3000000 2000000

Inflation 0.0000

lnfaled Total 3000000 2000000

Detail Of Initial TI Comm General Vacancy

Method Percent ol Potential Gross Revenue

Apr-2026 Primary Rate

Based On Tenant Groups
May Overrides Affect Primary Rate As Replace
June

July Group Rate UonRofloveL_
August

September OffIce 12 No

October Majors No

November

December Percent Based on Revenue Minus Absorption and Turnover Vacancy No

January Reduce General Vacancy Result by Absorption Turnover Vacancy Yes

February

fiarch

April

Annual Total

Inflation

Inflated Total

Credit Collection Loss

Method Percent of Potential Gross Revenue

Primary Rate

continued on next page



Lease Start Term/

Lease Status Total Area Date

Retail Contract 3/10 12

Retail Contract 3/10 12

Retail Contract 3/10 10

Retail Contract 10

Retail Contract 10

Retail Speculative 10

Retail Contract to

Retail Contract 310 15

Retail Contract
3/10 15

Retail Contract 3/10 10

Retail Contract 310 15

Retail Contract 3/10 10

Retail Contract 3/10 10

Retail Speculative to 10

Retail Speculative 11 10

Retail Speculative 12 10

Retail Speculative 13 10

Retail Contract 10

Retail Speculative 14 10

Retail Contract 10

Retail Contract

Retail Contract

Retail Contract

Option Speculative to

Retail Contract 12

Retail Contract 10

Retail Contract 3/10 10

Retail Contract 3/10 10

Retail Contract
3/10 10

Retail Contract 3/10 10

Retail Contract 3/10 10

Retail Contract 3/10 10

Retail Speculative 15 10

Retail Contract 3/10 10

Retail Speculative 16 10

Retail Contract 10

Retail Contract 3/10 10

Retail Contract 3/10 10

Retail Contract 3/10 10

Retail Contract 10

Retail Contract 3/10 10

Retail Contract 3/10 10

Retail Contract 3/10 iS

Retail Contract 3/10 15

Retail Contract 3/10 15

Retail Contract 3/10 10

Retail Contract 3/10 10

Retail Contract 3/10 10

Retail Contract 3/10 10

Retail Contract 3/10 15

Retail Contract 3/10 10

Retail Contract 3/10 10

Retail Contract 3/10 10

Retail Contract 3/10 10

Retail Contract 3/ID 10

Retail Contract 3/10 10

Retail Contract 10

Retail Contract 3/10 10

Input Assumptions

continued from
previous page

Software ARGUS Ver 1402
File Vtlage at Gulf stream Park

Property lype Office Retail

Portfolio

Date 6/4/10

Time 229 pm
Ret ASL

Page

ARGUS
Oil WA

Rent Raft

The
Village at Gulistream Park

SEQ Federal Highway US
SE 5th Street

Heltandale Florida 33009

Base/Mm Unit of Rent Rtl Reumbur- Unit of

Rent Measure LSIs cements Measure RentAbatement

Detail Yea

$/SqFtfYr Yes

Detail

Detail

Detail

$/SqFtlYr

Detail

Detail

Detail

Detail

Detail

Detail

Detail

Detail

Detail

Detail

Detail

Detail

Detail

Detail

Detail

Detail

Detail

Detail

Detail

Delail

Detail

S/Sq Ft/Yr

Detail

Detail

Detail

Detail

Detail

Detail

Detail

Detail

Detail

Detail

Detail

Detail

Detail

Detail

Detail

Detail

Detail

Detail

Detail

Deteil

Detail

Detail

Detail

Detail

DetaIl

Detail

Detail

Detail

Detail

continued on next page



ARGUSA
Or WA It

Rent Roll

The Village at Gutfstream Park

SEQ Federal Highway US
SE 5th Street

Hallandele Florida 33009

Input Asumption
continued from previous page

Software ARGUS Ver 14.0.2

File
Village at Gultstrean Park

Property Type Office Retail

Portfolio

Date 6/4110

Time 229 pm
Ref ASL

Page

Tenant Namel Lease Start Termf

No Descnption Suite Lease Statue Total Area Date pr
Retail Contract 3/10 10

Retail Contract 3/10 10

Retail Contract 3/10 10

Retail Contract 3110 10

Retail Contract 3/10 10

Retail Speculative 17 10

Retail Contract 3/10 10

Retail Contract 3/10 10

Retail Contract 3/10 10

Retail Contract 10

Retail Contract 3110 10

Retail Contract 3/10 10

Retail Contract 3/10 10

Retail Contract 3/10 10

Retail Speculative 18 10

Retail Contract 3/10 10

Base/Mm Unit of Rent Rtl

Rent Meacure g_ Sls

Detail

Detail

Detat

Detail

Detail

Detail

Detail

Detail

Detail

Detail

Detail

Detail

Detail

Detail

Detail

Detail

Tenant Name/ Security Rnwl More/

No Description Leasing Coat Deposit Market Leasing Upon Expiration Prob Notes

Market Yes

Market Yea

Market Yes

Market

Market

Market

Market

Market

Market

Market

Market

Market

Market

Market

Markel

Market

Market

Market

Market

Market

Market

Market

Option

Market

Markel

Market

Market

Market

Market

Market

Market

Market

Market

Market

Market

Market

Market

Market

Market

Market

Unit of

Meeaure Rent Abatement

Major

Major

Mejor

In-Line

In-Line

In-Line

Major

Restaurant

Restaurant

Restaurant

In-Line

In-Line

In-Line

In-Line

tn-Line

In-Line

Irs-Line

In-Line

In-Line

In-Line

In-Line

In-Line

Major

Major

In-Line

In-Line

In-Line

In-Line

In-Line

In-Line

In-Line

tn-Line

In-Line

tn-Line

In-Line

In-Line

In-Line

In-Line

Restaurant

In-Line

continued on next page



Rent Roll

The Vdlage at Gulfstream Perk

SEQ Federal Highway US
SE 5th Street

Hallarrdale Florida 33009

Input Assumptions

continued from previous page

Software ARGUS Ver 14.02

File VHIage at Gulfslream Park

Property Type Office Retail

Portfolio

Date 614110

Time 229 pm
Ref ASL

Page

Security

Leasing Cost Deposit Market Leasrng

In-Line

In-Line

In-Line

In-Line

In-Une

In-Line

In-Line

Restaurant

In-Line

Restaurant

In-Line

In-Line

In-Line

In-Line

In-Line

In-Line

In-Line

In-Line

Restaurant

In-Line

Restaurant

Restaurant

Restaurant

In-Un

In-Line

Restaurant

In-Line

Upper Level

Upper Level

Upper Level

Upper Levat

Upper Level

Upper Level

Upper Level

Rnwt Morel

Upon Expiration Prob Notes

Market

Market

Market

Market

Market

Market

Market

Market

Market

Market

Market

Market

Market

Market

Market

Market

Market

Market

Market

Market

Market

Market

Market

Market

Market

Market

Market

Market

Market

Market

Market

Market

Market

Market

Detail Base Rent

West Elm

Date Amount

25

49

73

97

Units

$/SgFttYr

$/SqFttYr

$SqFtIYr

$ISqFtAr

$/SqFtfYr

More Information

Retail Sales Rent Changes

Volume

Unit of Measure AmntlYr

Percent

Breakpoint Natural

Secondary Sales

Use

Detail Base Rent

The Container Store

AN

Floor AN
SIC Code

Date

61

Amount Units

S/SqFtfYr

$/SqFtPtr

More Information

Floor

SIC Code

More Information

Floor AN
SIC Code

continued on next page

Retail Sales Rent Changes

Volume

Unit of Measure AmntfYr

Percent

Breakpoint Naturat

Secondary Sales

Use

Detail Base Rent

Amount Units

S/SqFttYr

S/SqFtlYr

mc Annual

Date

61

73



The Village at Gulfstream Park

SEQ Federal Highway US
SE 5th Street

Hallandale Florida 33009

Input Assumptions

continued from previous page

Software ARGUS Ver 14 0.2

File Village at Gulfstream Park

Property lype Office Retail

Portfolio

Date 6/4/10

Time 29 pm
Ret ASL

Page

Amount Units

100 %Market

10 Increase

rteieil Ps

Amount Units

SISqFIYr
25 $FSqFt/Yr

37
$/SqFtIYr

OS
S/SqFttnr

Amount Units

100 Market

10 Increase 61

Detail Base Rent

Amount Units

100 Market

10 Increase

Detail Base Rent

Amount Units

$/SqFtYr

$/SqFtfYr

Detait Base Rent

Amount Units

9SqFW

Detail Base Rent

Amount Units

S/Sq Ft/Yr

61
$/SqFtlYr

121 S/SqFtIYr

Detail Base Rent

Detail Base Rent

Vacant

Date Amount Units

100 %Merket

61 10 Increase

Detail Bose Rent

Date Amount Units

S/SqFt/Yr

25
$/SqFtJYr

Detail Base Rent

Date Amount Units

S/SqFtPtr

13
S/SqFtPYr

25 $/SqFtiYr

37 S/SqFtfYr

49 S/SqFt/Yr

61 tnc Annual

Detail Base Rert

Amount Units

S/S qFtfir

S/S qFtMr

nc Annual

Detaije
Rent

Amount Units

SISqFUYr

S/SqFtMr

Detail Base Rent

Vacant

Detail Rent

Vacant

Amount Units

100 Market

10 %Increase

Detail Base Rent

Amount Units

SSqFtNr

S/SqFt/Yr

$/SqFtJYr

Detail Base Rent

Vacant

Amount Units

$ISqFttrr

S/SqFt/Yr

Date

61

121

Date

25

37

49

Date

61

73

Date

61

Date

61

Date

13

37

85

Date

13

Amount Units

$/SqFt/Yr

ri/Yr

Inc Annual

Detail Base Rent

Vacant

Date

37

85

Amount Units

S/Sq Ft/Yr

S/SqFt/Yr

S/SqFIJYr

Date

61

Date

37

97

Dote

61

Date

61

Date

Date

61

Detail Base Rent

Amount Units

$/SqFtNr

SSqFt/Yr

S/SqFtIYr

$/SqFtftr

Detail Base Rent

Amount Units

$ISqFttYr

Detail Base Rent

Vacant

Amount Units

100 Market

10 %lnctease 61

Detat Base Rent

Amount Units Date

S/SqFtYr

Detail Base Rent

Amount Units Dale

$/SqFt/Yr

S/SqFLIYr 37

lcontinued on next page

Detail111

Rent

Amount Units

$/SqFI/Yr

SISqFtfYr

S/SqFtTYr

Date

61

Detail Base Rent

Amount Units

S/SqFtJYr

S/SqFt/Yr

lAILGiJ.s



The Village at Gulfstream Park

SEQ Federal Highway US
SE 5th Street

Hatlandale Florida 33009

Input Assumptions

continued from previous page

Software ARGUS Ver 14.02

File Village at Gutfatream Park

Properly Type Office Retail

Portfolio

Date 6/4/10

Time 2.29 pm
Ref ASL

Page

Detail Base Rent

Amount Units

$/$qFt/Yr

S/SqFt.lYr

Inc Annual

Date

13

25

49

73

Detail Base Rent

Amount Units

S/SqFUYr

S/SqFtlYr

SISqFtYr

SSqFtIYr

S/SqFlNr

Detail Base Rent

Amount Units

SfSqFtNr

S/SqFt/Yr

nc Annual

Detail Base Rent

Amount Units

SFSqFtNr

25 SISqFtIYr

85
S/SqFIIYr

121
$/SqFt/Yr

Amount Units

100 Market

10 Increase

Detail Base Rent

Amount Units

SISqFtfYr

5/SqFt/Yr

Inc Annual

Detail Base Rent

Amount Units

S/SqFt/Yr

S/SqFt/Yr

Detail Base Rent

Amount Units

SISqFIIYr

SfSqFtNr

Inc Annual

Detail Base Rent

Amount Units

S/Sq FtNr

SISqFtJYr

S/SqFt/Yr

Detail Base Rent

Vacant

Amount Units

100 %Market

10 Increase

Date

25

Detaijent

Amount Units

S/SqFt/Yr

Inc Annual

Detail Base Rent

Vacant

Dale

37

85

Date

61

Date

13

25

Date

61

Dale

37

85

Date

25

37

Deta Base Rent

Amount Units

S/SqFtIYr

S/SqFt/Yr

S/SqFtftr

Date

25

37

Detail Base Rent

Amount Units

S/SqFtMr

Inc Annual

Detail Base Rent

Date Amount Units

$/SqFtNr

25 FtlYr

85

121

Detail Base Rent

Amount Units

S/SqFttYr

13 %lnc Annual

Date

37

85

Date

61

73

Date

25

37

Date

37

85

Date

61

Date

61

Detail Base Rent

Amount Units

S/SqFIIYr

25 S/SqFtfYr

85 S/SqFt/Yr

121 $ISqFttYr

Date

61

Detail Base Rent

Date Amount Units

$ISqFI/Yr

13 Inc Annual

Detail Base Rent

Amount Units

S/SqFt/Yr

S/Sq Ft/Yr

Date

37

85

Date

25

Date

25

continued on next page

Amount Units

$ISqFI/Yr

S/SqFtlYr

$/SqFtlYr

Amount Units

S/SqFt/Yr

S/SqFt

Detail Base Rent

Amount Units

S/SqFtiYr

tnc Annual

Detail Base Rent

Amount Units

S/SqFt/Yr

S/SqFt/Yr

$/SqFtJYr

Deta Base Rent

Amount Units

8/SqFtiYr

S/SqFtIYr

Detail Base Rent

Amount Units

$/SqFt/Yr

$/SqFt/Yr



The Village at Gutfstream Park

SEQ Federal Highway US
SE 5th Street

Hallandale Florida 33009

Input Assumptions

continued from previot page

Software ARGUS Ver 14.0.2

File Village at Gulfstraarn Park

Property Type Office Retail

Portfolio

Date 6/4110

Time 229 pm
ReM ASL

Page 10

Reimbur

sements

Office CAM

Detail Base Rent

Amount Units

S/SqFtIYr

$/SqFt/Yr

Detal Base Rent

it Units

Ia10
/SqFtfYr

Inc Annual

Detail Base Rent

Detail Base Rent

Amount UnitsDate

25

61

Date

25

37

Date

25

37

Date

37

85

Detal Base Rent

SISqFt/Yr

$ISqFtIYr

$/SqFtiYr

Detail Base Rent

Date

37

85

Amount Units

$/SqFtNr

SqFtfYr

.3aFtPtr

Detail Base Rent

Detail Base Rent

Amount Units

S/SqFt/Yr

S/SqFtIYr

Inc Annual

Det8SjRent

Amount UnitsAmount Units

$/SqFtIYr

$ISqFtAr

Detail Base Rent

Amount Units Date

Si

Amount Units Date

61

$/SqFtIYr

S/SqFtNr

S/SqFtttr

$/SqFt/Yr

Inc Annual

Detail Base Rent Detail Base Rent

Vacant

Amount Units Date

61

Amount Units

100 Market

10 Increase

S/SqFt.frr

SISqFtIYr

S/SqFtIYr

Detail Base Rent Detail Base Rent rii O.

Date

13

Amount Units Date

25

37

Amount Units Date

37

85

$/SqFtIYr

Inc Annual
3/SqFt/Yr

$/SqFtIYr

Inc Annual

Detail Base Rent riti

Date

61

Amount Units Date

61

Amount Units Date

61

iSqFt/Yr

/SqFttYr

/SqFt/Yr

lSqFttYr

S/SqFLIYr

nc Annual

Date Amount Units

S/SqFt/Yr

13 Inc Annual

Date

25

37

Date

13

Date

61

Date

37

85

Date

61

Amount Units

Space Absorpt on

No Space Desap

S/SqFliYr

$/SqFlTYr

S/Sq Ft/Yr

Detail Base Rent

Vacant

Amount Units

Office Office Speculative

Detail Base Rent

Amount Units

S/SqFtfYr

S/SFtfYr

S/SqFt/Yr

Lease

IYP__ Lease Status Area Avait Lsng Leases Lses

88861 36 Mon 10

1fihlI

Lsg Security Upon Rnwt Mr
Description Rent Abatement Cat Deposit Market Leasing Expiration Prob Nts

Office
Office Market Yes

100 Market

10 Increase

Base/Mm Unit of Rent RU

Rent Measure Sla

Detail

Amount Units

S/Sq Ft/Yr

$/SqFt/Yr

Unit of

Measure

continued on next page



More Information

Office

Floor OF

SIC Code

Reimbursement Method

Net Pays Pro Rata Share

Wet Pays Pro Rata Share

Net Pays Pro Rata Share

Pays Specrtlc Amount

Reimb Unit of

Minimum Measure

The Village ar Gulfstream Park

SEQ Federal Highway US
SE 5th Street

Hallandate Florida 33009

Software ARGUS Ver 14 0.2

File Village at Gulfstream Pork

Property Type Office Retail

Portfolio

Date 6/4/10

Time 229
pin

ReM ASL
Page 11

Reimbursement Category $11.00 CAM 5%

Base Category on Another Method No

Reimbursable Expenses

Insurance

Utilities

Taxes

Fixed Additional Rent

Reimbursable Expenses

Reimbursement Method

Net Pays Pro Rats Share

Net Pays Pro Rata Share
Net Pays Pro Rata Share

Pays Specific Amount

Reimb Unit of

Minsrum Measure

Amount Pro Area Measure

-rats _____________

Natural Property Size

Natural Property Size

Natural Property Size

Mm Reimb Unit of Max Rent

Growth Max Measure Growth Offset

continued on next page

Area Reimburse After

Minimum ___________
Charg

able

100

100

100

Date

13

129

Detail Base Rent

Office

Amount Units

too %Market

Inc Annual

129

850

100

_______________
810

Detailed Reimbursement Methods

Reimbursement Category $7.50 CAM

Base Category on Another Method No

Reimbursable Expenses

Insurance

Utilities

Taxes

Fixed Additional Rent

Reimbursable Expenses

Insurance

Utilities

Taxes

Fixed Additional Rent

Number of terms to apply method

Gross up Expenses Gtobal

Input Aasumptiona

continued from previous page

Tenant Groups

Group Office

Amount Pro Area Measure

_______ -rats
________________

Natural Property Size

Natural
Property Size

Natural
Property Size

Mi Reimb Unit of Max Rent

Growth Max Measure Growth Offset

Area Reimburse After

Minimum
_______________

7.5 $/SqFIMr

Charg

able

100

100

100



Reimbursable Expenses

Insurance

Utilities

Taxes

Fixed Additional Rent

Number of terms to apply method

Gross up Expenses Global

The
Village at Gulfstream Park

SEQ Federal Highway US
SE 5th Street

Hallandale Florida 33009

Input Assumptions

continued from previous page

Reimb Unit of Mm Reimb Unit of Max Rent

Minimum Measure Growth Max Measure Growth Offset

11 $/SqFtJYr

Software ARGUS Ver 14.02

File Village at Gulfstream Park

Property Type Office Retail

Portfolio

Date .6/4/10

Time 229 pm
Refti ASL

Page 12

Reimbursement Category $9.50 CAM 5%

Base Category on Another Method No

Reimbursabte Expenses Reimbursement Method

Insurance

Utilities

Taxes

Fixed Additional Rent

Amount Pro Area Measure Area Reimburse After

___________
-rate

_________________________________
Minimum

_______________

Natural Property Size

Natural Property Size

Natural Property Size

Charg

able

100

100

100

Net Pays Pro Rate Share

Net Pays Pro Rate Share
Net Pays Pro Rats Share

Pays Specific Amount

continued on next page



Reimbursable Expenses

Insurance

Utibties

Taxes

Fixed Additional Rent

Number of terms to apply method

Gross up Expenses Global

The Village at Gultstream Park

SEQ Federal Highway US
SE 5th Street

Hallaridale Florida 33009

Input Assumptions

continued from previous page
Reimb Unit of Mi Reimb Unit ol Max Rent

Minimum Measure Growth Max Measure Growlh Offset

9.5
S/SqFtfYr

Charg

able

100

100

100

Software ARGUS Var 14.0.2

File Village at Gulfstream Park

Property Type Office Retail

Portfolio

Date 6/4/10

Time 2.29 pm
ReI ASI
Page13

ReImbursement Category $7.50 CAM 2%

Base Category on Another Method No

Reimbursable Expenses

Insurance

Utilities

Taxes

Reimbursement Metrio

Net Pays Pro Rata Share

Net Pays Pro Reta Share

Net Pays Pro Rate Share

Amount Pro Area Measure

__________ -rate
____________

Natural Property Size

Natural Property Size

Natural Property Size

Area Reimburse After

Minimum __________

continued on next page



Reimbursable Expenses

Insurance

l.Jtililies

Taxes

Fixed Additional Rent

Number of terms to apply method

Gross up Expenses Global

The Viflage at Gulfstream Park

SEC Federal Highway US
SE 5th Street

Hallandale Florida 33009

Amount Pro Area Measure

_______ -ratS ________

Natural
Property Size

Reimbursable Expenses Reimbursement Method

Fixed Additional Rent Pays Specific Amount

Input Assumptions

continued from previous page
Amount Pro Area Measure

____________
-rats

___________________________________

Area Reimburse After

Minimum
_______________

Software ARGUS Ver 14.02

File Village at Gulfslream Park

Property Type Office Retail

Portfolio

Dale 614/10

Time 29 pm
Ref ASL

Page 14

Reinib Unit of Mm Reimb Unit of Max Rent

Minimum Measure Growth Max Measure Growth Offset

7.5 S/SqFttrr

Reimbursement Method

Charg

able

Charg

able

100

Reimbursement Category $11.50 CAM 5%

Base Category on Another Method No

R.imbursable Expenses

tnsurarrc Net Pays Pro Rata Share

Area Reimburse After

Minimum ____________

continued on next page



The Village at Gulfetream Park
Software ARGUS Var 14.0.2SEQ Federal Highway US

FIle Village at Gulfstream ParkSE 5th Street
Property Type Office Retail

Heltande Florida 33009
Portfolio

Date 6/4/10

Time 229 pm
Ref ASL

Input Assumptions
Page15

continued from previous page
Reimbursable Expenses Reimbursement Method Amount Pro Area Measure Area Reimburse After Charg

___________
-rate

_________________________________
Minimum

_________________________________

Utilities Net Pays Pro Rate Share Natural Property Size
100Taxes Net Pays Pro Rata Share Natural Property Size
100

Fixed Additional Rent Pays Specific Amount

Reimbursable Expenses Reimb Unit of Mm Reimb Unit of Max Rent

_____________________________ Minimum Measure Growth Max Measure Growth Offset

Insurance

Utilities

Taxes

Fixed Additional Rent 11.5 $/SaFtIYr

Number of terms to apply method

Gross up Expenses Global

continued on next page



The Village at Gutfstream Park
Software ARGUS Ver 14.0.2

tJ

SEQ Federal Highway US
File Village at Gulfstrearn ParkSE 5th Street

Property Type Office Retail
Hallandale Flcrida 33009

Portfolio

Date 614/10

Time 229 pm
Ref ASL

Page 16
Input Assumptions

continued from previous page

Reimbursement Category $6 50 CAM 5%

Base Category on Another Method No

Reimbursable Expenses Reimbursement Method Amount Pro Area Measure Area Reimburse After Charg
________ -rata

_______________________________ Minimum
_______________________________ able%

Insurance Net Pays Pro Rats Share Natural Properly Size
laoUtilities Net Pays Pro Rata Share Natural Property Size
laoTaxes Net Pays Pro Rats Share Natural

Property Size
100Fixed Additional Rent Pays Specific Amount

Reimbursable Expenses Reimb Unit of Mm Reimb Unit of Max Rent

_____________________________ Minimum Measure Growth Max Measure Growth Offset

Insurance

Utilities

Taxes

Fixed Additional Rent 6.5 $/SqFt/Yr

Number of terms to apply method

Gross up Expenses Global

Reimbursement Category $7.50 CAM 3%

Base Category on Another Method No

Reimbursable Expenses Reimbursement Method Amount Pro Area Measure Area Reimburse After
Charg

_______ -rate

______________________ Minimum
_______________________ able

Insurance Net Pays Pro Rats Share Natural Property Size
100Utilities Net Pays Pro Rata Share Natural Property Size
100Taxes Net Pays Pro Rats Share Natural Property Size
100Fixed Additional Rent Pays Specific Amount

Reimbursable Expenses Reimb Unit of Mm Reunb Unit of Max Rent

_____________________________ Minimum Measure Growth Max Measure Growth Offset

Insurance

Utilities

Taxes

Fixed Additional Rent 7.5 S/SqFtIYr

Number of terms to apply method

Gross up Expenses Global

Reimbursement
Category $3.90 CAM 5%

Base Category on Another Method No

Reimbursable Expenses Reimbursement Method Amount Pro Area Measure Area Reimburse After Charg
__________ -rats

_______________________________ Minimum
_______________________________ abls%

Insurance Net Pays Pro Rat Share Natural Property Size
100

continued on next page



Reimbursable Expenses

Utilities

Taxes

Fixed Additional Rent

Reimbursement Method

Net Pays Pro Rata Share
Net Pays Pro Rate Share

Pays Specific Amount

Area Reimburse After

Minimum __________

Software ARGUS Ver 140.2
File Village at Gulfatream Dark

Property Type Office Retail

Portfolio

Date 6/410
Time 229 pm

Ref ASL
Page17

Reimbursable Expenses

Insurance

Utilities

Taxes

Fixed Additional Rent

Number of terms to apply method

Gross up Expenses Global

Reimb Unit of Mm Reimb Unit of Max Rent
Minimum Measure Growth Max Measure Growth Offset

3.9 $/SqFVYr

The Village at Gutfstream Park

SEQ Federal Highway US
SE 5th Street

Hallandale Florida 33009

Input Assumptions

continued from previous page
Amount Pro Area Measure

____________
-rata

Natural Property Size

Natural Property Size

Charg
able

100

100

continued on next page



The Village at Gultstream Park

SEQ Federal Nighway US
SE 5th Street

Hallandele Florida 33009

Input Assumptions

continued from previous page

Software ARGUS Ver 14.02

File Village at Gulfetream Park

Property Type Office Retail

Portfolio

Dale 6/4/10

Time 29 pm
Ref ASL

Page 18

Reimbursement Category $8.50 CAM 3%

Base Category on Another Method Ne

Reimbursable Expenses

Insurance

Utilities

Taxes

Fixed Additional Rent

Reimbursement Method

Net Pays Pro Rats Share

Net Pays Pro Rate Share

Net Pays Pro Rata Share

Pays Specific Amount

Amount Pro Area Measure

-rats _____________

Natural Property Size

Natural Property Size

Natural Property Size

Area Reimburse After

Minimum
_______________

Charg

able

100

100

100

Reimbursable Expenses

Insurance

Utilities

Taxes

Fixed Additional Rent

Number of terms to apply method

Gross up Expenses Global

Reimb Unit of Mi Reimb

Minimum Measure Growth Max

6.5 $/SqFt/Yr

Unit of Max Rent

Measure Growth Offset

Reimbursement Category $9 50 CAM 3%

Base Category on Another Method No

Reimbursable Expenses

Insurance

Utilities

Taxes

Fixed Additional Rent

Reimbursement Method

Net Pays Pro Rata Share

Net Pays Pro Rats Share

Net Pays Pro Rats Share

Pays Specific Amount

Amount Pro Area Measure

___________
-rats _____________

Natural Property Size

Natural
Property Size

Natural Property Size

Charg

able

100

100

100

Reimbursable Expenses

Insurance

Utilities

Taxes

Fixed Additional Rent

Number of terms to apply method

Gross up Expenses Global

Reimb Unit of Mm Reimnb

Minimum Measur Growth Max

9.5 $/SqFtMr

Unit of Max Rent

Measure Growth Offset

Reimbursement Category Office CAM

Base Category on Another Method No

Reimbursable Expenses

Insurance

Area Reimburse After

Minimum
_______________

Reinibursement Method

Net Pays Pro Rats Share

-rata Minimum

Property Size

able%

Natural 100

continued on next page



The Village at Gulfstraam Park

Software ARGUS Ver 14 0.2SEQ Federal l4ighway US
File Village at Gujfstream ParkSE5th$treet

PropeTyp Qffjce Ret.ufHallandale Florida 33009

Portfolio

Date 614110

Time 229 pm
Ref ASL

Input Assumptions Page 19

continued from previous pageReimbursable Expenses Reimbursement Method Amount Pro Area Measure Area Reimburse After Charg
__________ rata

______________________________ Minimum
_______________________________ bl

Utilities Net Pays Pro Rata Share Natural Properly Size
100Taxes Net Pays Pro Rat Share Natural Property Size
lao

Fixed Additional Rent Pays Specific Amount

Reimbursable Expenses Reimb Unit of Mi Reimb Unit of Max Rent
___________________________ Minimum Measure Growth Max Measure Growth Offset

Insurance

Ulililies

Taxes

Fixed Additional Rent 1.75 $/SqFtIVr

Number of terms to
apply method

Gross up Expanses Global

continued on next page



The Village at Gulfstream Park

SEQ Federal Highway US
SE 5th Street

Hallandate Florida 33009

Input Assumptions

continued from
previous page

Software ARGUS Ver 14.0.2

File Village at Gulfstream Park

Property Type Office Retail

Porlfolio

Date 6/4/10

Time 2.29 pm
Ref ASL

Page 20

Reimbursement Category $14.50 CAM 5%

Base Category on Another Method No

Reimbursable Expenses

Insurance

Utilities

Taxes

Fixed Additional Rent

Reimbursement Method

Net Pays Pro Rats Share

Net Pays Pro Rata Share

Net Pays Pro Rata Share

Pays Specific Amount

Amount P-o Area Measure

____________
-ratS

________________

Natural Property Size

Natural Property Size

Natural Property Size

Area Reimburse After

Minimum

100

100

100

Reimbursable Expenses

Insurance

Utilities

Taxes

Fixed Additional Rent

Number of terms to apply method

Gross up Expenses Global

Reimb Unit of Mm Reimb Unit of Max Rent

Minimum Meaaure Growth Max Measure Growth Offset

14.5 $ISqFtrYr

Reimbursement Category $14.50 CAM 3%

Base Category on Another Method No

Reimbursable Expenses

Insurance

Utilities

Taxes

Fixed Additional Rent

Reimbursement Method

Net Pays Pro Rata Share

Net Pays Pro Rats Share

Net Pays Pro Rate Share

Pays Specific Amount

Amount Pro Area Measure

____________
-rats

_______________

Natural Property Size

Natural Property Size

Natural Property Size

Ares Reimburse After

Minimum
_______________

Charg

abi

100

100

100

Reimbursable Expenses

Insurance

Utilities

Taxes

Fixed Additional Rent

Number of terms to apply method

Gross up Expenses Global

Reimb Unit of Mm Reimb Unil of Max Rent

Minimum Measure Growth Max Measure Growth Offset

14.5 S/SqFtYr

Reimbursement Category Ins Util RET

Base Category on Another Method No

Reimbursable Expenses Reimbursement Method Amount Pro Area Measure

_______ -rats _______________

Natural Property Size

continued on next page

Area Reimburse After

Minimum
________________

Charg

able

100

Charg

able

lnsuranc Net Pays Pro Rats Share



Reimbursable Expenses

Utilities

Taxes

Fixed Additional Rent

Reimbursement Method

Net Pays Pro Rata Share

Net Pays Pro Rata Share

Pays Specific Amount

The Village at Gulfstream Park

SEQ Federal Highway US
SE 5th Street

Hafandal FlorIda 33009

Input Assumptions

continued from previous page
Amount Pro Area Measure

____________
-rata

______________________________

Natural Property Size

Natural Property Size

Area Reimburse After Charg
Minimum _____________ -_____________

100

100

Software ARGUS Ver 14.0.2

File Village at Gulfstrean Park

Property Type Office Retail

Portfolio

Date 6/4/10

Tint 2.29 pm
R.f ASL

Page 21

Reimbursable Expenses Reimb Unit of Mm Reimb Unit of Max Rent

_______________ Minimum Measure Growth Max Measure Growth Offset

Insurance

Utilities

Taxes

Fixed Additional Rent $/SqFtTYr

Number of terms to apply method

Gross up Expenses Global

continued on next page



The
Village at Gulfstream Perk Software ARGUS Ver 14.0

SEQ Federal Highway US File Village atGulfstreem ParkSE 5th Street
Property Type Office Retail

Hallendale Florida 33009
Portfoflo

Date 6/4/10

Time 229 pm
Ref ASI

Page 22

Input Assumptions

continued from previous page

Reimbursement Categorh

Base Category on Another Method No

Reimbursable Expenses Reimbursement Method Amount Pro Area Measure Area Reimburse After Charg

_______________________________ __________________________ _______ -rate _______________________________ Minimum
_______________________________ able%

Insurance Net Pays Pro Rats Share Natural Property Size 100

Utilities Not Reimbursed Exclude

Taxes Net Pays Pro Rats Share Natural Property Size
100

Fixed Additional Rent Pays Specific Amount

Reimbursable Expenses Reimb Unit of Mm Reinib Unit of Max Rent

_____________________________ Minimum Measure Growth Max Measure Growth Offset

Insurance 0.55 S/SqFtMr tOO

Utilities

Taxes ion

Fixed Additional Rent 14.5 $/SqFtfYr 100

Number of terms to apply method

Gross up Expenses Global

Reimbursement Category $6.00 CAM 3.0%

Base Category on Another Method No

Reimbursable Expenses Reimbursement Method Amount Pro Area Measure Area Reimburse After Charg

___________________________ ______________________ ______ -rate
___________________________ Minimum

___________________________ able Io

Insurance Hal Pays Pro Rata Share Natural Property Size 100
Utilities Net Pays Pro Rats Share Natural Property Size 100

Taxes Net Pays Pro Rats Share Natural Property Size
100

Fixed Additional Rent Pays Specific Amount

Reimbursable Expenses Reimb Unit of Mm Reimb Unit of Max Rent

_____________________________
Minimum Measure Growth Max Measure Growth Offset

Insurance

Utilities

Taxes

Fixed Additional Rent S/SqFttYr

Number of terrris to apply method

Gross up Expenses Global

Reimbursement Category $1 505.0%

Base Category on Another Method No

Reimbursable Expenses Reimbursement Method Amount Pro Area Measure Area Reimburse After Charg

__________ -rata
______________________________ Minimum

_______________________________
able%

Insurance Net Pays Pro Rats Share Natural Property Size ioo

continued on next page



The Village at Gulfstream Park

SEQ Federal Highway US
SE 5th Street

Hetlandale Florida 33009

Input Assumptions

continued from previous page
Reimbursement Method Amount Pro Area Measure

___________________________ ___________ -rata

Net Pays Pro Rata Share Natural Property Size

Net Pays Pro Rate Share Natural Property Size

Pays Spedfic Amount

Software ARGUS Ver 140.2
File Village at Gulfatream Park

Property Type Office Retail

Portfolio

Date 6/4/10

Time 2.29 pm
Ref ASL
Page 23

Reimbursable Expenses

Insurance

Utilities

Taxes

Fixed Additional Rent

Number of terms to apply method

Gross
up Expenses Global

Reimb Unit of Mm Reimb tint of Max Rent
Minimum Measure Growth Max Measure Growth Offset

1.5 $/SqFtYr

continued on next page

AG

Reimbursable Expenses

Utilities

Taxes

Fixed Additional Rent

Area Reimburse After

Minimum __________
Charg

able

100

100



The Village at Gulfstream Park
Software ARGUS Ver 14.0.2

SEQ Federal Highway US
File Village at Gulfstream ParkSE 5th Street

Property Type Office Retail
Hallandele Florida 33009

Portfolio

Date 6/4/10

Time 29 pm
Ref ASL

Page 24
Input Assumptions

continued from previous page

Reimbursement
Category $7 00 CAM 3.0%

Base Category on Another Method No

Reimbursable Expenses Reimbursement Method Amount Pro Area Measure Area Reimburse After Charg
__________ -rala

_____________________________ Minimum
_______________________________ able%

Insurance Net Pays Pro Rate Share Natural Property Size 100
Utilities Net Pays Pro Rats Share Natural Property Size 100Taxes Net Pays Pro Rats Share Natural Properly Size 100
Fixed Additional Rent Pays SpecifIc Amount

Reimbursable Expenses Reimb Unit of Mm Reirnb Unit of Max Rent

___________________________ Minimum Measure Growth Max Measure Growth Offset

Insurance

Utilities

Taxes

Fixed Additional Rent $ISqFt/Yr

Number of terms to apply method

Gross up Expenses Global

Reimbursement Category $13.00 CAM 3.0%

Base Category on Another Method No

Reimbursable Expenses Reimbursement Method Amount Pro Area Measure Area Reimburse After Charg
__________ -rats

_______________________________ Minimum
_______________________________ able

Insurance Net Pays Pro Rats Share Natural Property Size 100
Utilities Net Pays Pro Rate Share Natural Property Size 100

Taxes Net Pays Pro Rats Share Natural Property Size 100
Fixed Additionel Rent Pays SpecifIc Amount

Reimbursable Expenses Reimb Unit of Mm Reimb Unit of Max Rent

___________________________ Minimum Measure Growth Max Measure Growth Offset

Insurance

Utilities

Taxes

Fixed Additional Rent 13 $ISqFIIYr

Number of terms to apply method

Gross up Expenses Global

Reimbursement Category $3.00 CAM 3.0%

Base Category on Another Method No

Reimbursable Expenses Reimbursement Method Amount Pro Area Measure Area Reimburse After Ch.rg
__________________________ -rats

_______________________________ Minimum
_______________________________ able%

Insurance Net Pays Pro Rate Share Natural Property Size 100
continued on next page



Reimbursable Expenses

Utilities

Taxes

Fixed Additional Rent

Reimbursement Method

Net Pays Pro Rata Share

Net Pays Pro Rata Share

Pays Specific Amount

The Village at Gulfstream Park

SEQ Federal Highway US
SE 5th Street

Hallandale Florida 33009

Input Assumptions

continued from previous page
Amount Pro Area Measure

____________
-rats

Natural Property Size

Natural Property Size

Area Reimburse After ChargMmum

100

100

Software ARGUS Ver 14.0.2
File

Village at Gutfstrear Park

Property TypeS Office Retail

Portfolio

Date 6/4/10

Time 229 pm
Re ASL

Page 25

Reimbursable Expenses

Insurance

Utilities

Taxes

Fixed Additional Rent

Number of terms to apply method

Gross up Expenses Global

Rent

Offset

Reimb Unit of Mm Remmb Unit of Max

_______
Minimum Measure Growth Max Measure Growth

$fSqFtlYr

continued on next page



AAYJS
The Village at Gulfstream Park

SEQ Federal Highway US
SE 5th Street

Hafandale Florida 33009

Input Assumptions

continued from previous page

Software ARGUS Ver 14 02
File Village at Gultstream Park

Property Type Office Retail

Portfolio

Date 6/4/10

Time 2.29 pm
Ref ASL

Page 26

Reimbursement Method

Net Pays Pro Rata Share

Net Pays Pro Rate Share

Net Pays Pro Rate Share

Pays Specific Amount

Amount Pro Area Measure

___________
-rata

_____________

Natural Property Size

Natural Property Size

Natural Property Size

Area Reimburse After

Minimum
_______________

Charg

able

100

100

100

Reimbursable Expenses

Insurance

Utilities

E.Taxes

Fixed Additional Rent

Number of terms to apply method

Gross up Expenses Global

Reimb Unit of Mi Reimb Unit of Max Rent

Minimum Measure Growth Max Measure Growth Offset

12 SISqFttYr

Reimbursement Category $10.00 CAM 3.0%

Base Category on Another Method No

Reimbursable Expenses

Insurance

Utilities

Taxes

Fixed Additional Rent

Reimbursement Method

Net Pays Pro Rate Share

Net Pays Pro Rate Share

Net Pays Pro Rate SPtare

Pays Specific Amount

Amount Pro Area Measure

___________
-rate _____________

Natural Property Size

Natural Property Size

Natural Property Size

Area Reimburse After

Minimum _______________

Charg

able

100

100

100

Reimbursable Expenses

Insurance

Utilities

Taxes

Fixed Additional Rent

Number of terms to apply method

Gross up Expenses Global

Reimb Unit of Mm Reimb Unit of Max Rent

Minimum Measure Growth Max Measure Growth Offset

10 $/SqFtNr

Amount Pro Area Measure

_______ -rate ____________________

Natural Property Size

continued on next page

Reimbursement Category $12.00 CAM 3.0%

Base Category on Another Method No

Reimbursable Expenses

Insurance

Utilities

Taxes

Fixed Additional Rent

Reimbursement Category $17.07 CAM 5%

Base Category on Another Method No

Reimbursable Expanses Reimbursement Method Area Reimburse After

Minimum _______________

Chsrg

able

Insurance Net Pays Pro Rate Share too



ARGUS
cOPIWAIC

Reimbursable Expenses

Utilities

Taxes

Fixed Additional Rent

Reimbursable Expenses

Insurance

Utilities

Taxes

Fixed Additional Rent

Number of terms to apply method

Gross up Expenses Global

The Village at Gulfstream Perk

SEQ Federal Highway US
SE 5th Street

Hallandela Florida 33009

Input Assumptions

continued from previous page
Reimbursement Method Amount Pro Area Measure

______________________________ ____________
-rate

Net Pays Pro Rate Share Natural Property Size

Net Pays Pro Rate Share Natural Property Size

Pays Specific Amount

Reinib Unit of Mm Reimb Unit of Max Rent

Minimum Measure Growth Max Measure Growth Offset

Software ARGUS Ver 14.0.2

File Village at Gutfstream Park

Property Type Office Retail

Portfolio

Date 6/4110

Time 2.29 pm
Ref ASL

Page 27

Area Reimburse After

Minimum

17.07 $/SqFtIYr

Charg

able

100

100

continued oc next page



The Village at Gulf stream Park

SEQ Federal Highway US
SE 5th Street

Hallaridale Florida 33009

Input Assumptions

continued from previous page

Software ARGUS Ver 14.0.2

File Village at Gulfstream Park

Property Type Office Retail

Portfolio

Dale 6/4/10

Time 229 pm
Ret ASL

Page 28

Reimbursement Category $14.00 CAM 5%

Base Category on Another Method No

Reimbursable Expenses

Insurance

Utilities

R.E Taxes

Fixed Additional Rent

Reimbursement Method

Net Pays Pro Rata Share
Net Pays Pro Rate Share

Net Pays Pro Rala Share

Pays Specific Amount

Amount Pro Area Measure

__________ -rats _____________

Natural Property Size

Natural Property Size

Natural Property Size

Area Reimburse After

Minimum __________
Charg

able

100

100

100

Reimbursable Expenses

Insurance

Utilities

Taxes

Fixed Additional Rent

Number of terms to apply method

Gross up Expenses Global

Reimb Unit of Mm Reimb Unit of Max Rent
Minimum Measure Growth Max Measure Growth Offset

14 S/SqFtIYr

Reimbursement Category $7.00 CAM 4%

Base Category on Another Method No

Reimbursable Expenses

Insurance

Utilities

Taxes

Fixed Additional Rent

Reimbursement Method

Net Pays Pro Rats Share

Net Pays Pro Rats Share

Net Pays Pro Rata Share

Pays Specific Amount

Amount Pr Area Measure

_______ -rats _________

Natural
Property Size

Natural Property Size

Natural Property Size

Area Reimburse After

Minimum __________
Charg

able

100

100

100

Reimbursable Expenses Reimb Unit of

_________________ Minimum Measure

Insurance

Utilities

Taxes

Fixed Additional Rent S/S qFt/Vr

Number of terms to apply method

Gross up Expenses Global

Mm Reimb Unit of Max Rent

Growth Max Measure Growth Offset

Amount Pro Area Measure

____________
-rats

Reimbursement Category $10.00 CAM 0%

Base Category on Another Method No

Reimbursable Expenses

Insurance

Reimbursement Method Area Reimburse After

Minimum
_______________

Charg

able

100
Net Pays Pro Reta Share Natural Property Size

contthued on next page



The Village at Gutfstream Park
Software ARGUS Var 14.0.2

SEG Federal Highway US File Village at Gulfstream Park

SE 5th Street Properlylyp Offioe Retail

Hallandale Florida 33009
Portfolio

Date 6/4/10

Time 229 pm
Ref ASL

Page 29

Input Assumptions

continued from previous page
Reimbursable Expenses Reimbursement Method Amount Pro Area Measure Area Reimburse After Charg.

_________
-rats

____________________________ Minimum ____________________________ able%

Utilities Net Pays Pro Rata Share Natural Property Size ioo
Taxes Net Pays Pro Rata Share Natural Property Size

Fixed Additional Rent Pays Specific Amount

Reimbursable Expenses Reirnb Unit of Mm Reimb Unit of Max Rant

_____________________________ Minimum Measure Growth Max Measure Growth Offset

Insurance

Utilities

Taxes

Fixed Additional Rent 10 S/SqFUYr

Number of terms to apply method

Gross up Expensee Global

continued on next page



The Village at Gulfatream Perk
Software ARGUS Ver 14GU

SEQ Federal Highway US File Village at Gulfstream Park
SE 5th Street

Properly Type Office Retail
Hallandle Florida 33009

Portfolio

Date 6/4/10

Time 29 pm
Ref ASL

Page 30
Input Assumptions

continued from previous page

R.imbrirsernet Category 56 50 CAM 4%

Base Category on Another Method No

Reimbursable Expenses Reimbursement Method Amount Pro Area Measure Area Reimburse After Charg
_______ -rate _____________________ Minimum ______________________ eble%

Insurance Net Pays Pro Rats Share Natural Property Size 100
Utilities Net Pays Pro Rats Share Natural Property Size 100

Taxes Net Pays Pro Rate Share Natural Property Size 100
Fixed Additional Rent Pays Specific Amount

Reimbursable Expenses Reimb Unit of Mm Reimb Unit of Max Rent

___________________________ Minimum Measure Growth Max Measure Growth Offset

Insurance

Utilities

Taxes

Fixed Additional Rent 6.5 $/SqFt/Yr

Number of terms to apply method

Gross up Expenses Global

Reimbursement Category $5.00 CAM 3%

Base Category on Another Method No

Reimbursable Expenses Reimbursement Method Amount Pro Area Measure Area Reimburse After Charg

___________
-rats

_________________________________ Minimum _________________________________ able%

Insurance Net Psys Pro Rata Share Natural Property Size 100
Utilities Net Pays Pro Rate Share Natural Property Size 100

Taxes Net Pays Pro Rats Share Naturat Property Size 100
Fixed Additional Rent Pays Specific Amount

Reimbursable Expenses Reimb Unit of Mm Reimb Unit of Max Rent

_____________________________ Minimum Measure Growth Max Measure Growth Offset

Insurance

Utilities

Taxes

Fixed Additional Rent $/SqFVYr

Number of terms to apply method

Gross up Expenses Global

Reimbursement Category $12.50 CAM 5%

Base Category on Another Method No

Reimbursable Expenses Reimbursement Method Amount Pro Area Measure Area Reimburse After Charg

__________________________ __________ -rats
_______________________________ Minimum

_______________________________ able%

Insurance Net Pays Pro Rats Share Natural Property Size
100

continued on next page



Rermbursble Expenses

Utilities

Taxes

Fixed Additional Rent

Reimbursement Method

Net Pays Pro Rate Share

Net Pays Pro Rate Share

Pays Specific Amount

The Vitsge at Gulfatream Park

SEQ Federal Highway US
SE 5th Street

Hallandale Florida 33009

Input Assumptions

continued from previous page
Amount Pro Area Measure

____________
-rate

____________________________________

Natural Property Size

Natural Property Size

Area Reimburse After

Minimum
________________

Software ARGUS Ver 14.0.2

File Village at Gulfetream Park

Properly Type Office Retail

Portfolio

Date 6/4/10

TimeS 229 pm
Ref ASL

Page 31

Charg

able

100

100

Reimbursable Expenses

Insurance

Utilities

Taxes

Fixed Additional Rent

Number of terms to apply method

Gross up Expenses Global

Reimb Unit of Mm Reimb Unit of Max Rent

Minimum Measure Growth Max Measure Growth Offset

12.5 $ISqFIJYr

Continued on next page



The Village at Gulfstream Park

SEQ Federal Highway US
SE 5th Street

Hallandale Florida 33009

Input Assumptions

continued from previous page

Software ARGUS Var t4.0

File Village at Gulfetream Park

Property Type Office Retail

Portfolio

Date 6/4/10

Time 229 pm
Ret ASL

Page 32

Amount Pro Area Measure

___________
-rata _____________

Natural Property Size

Natural Property Size

Natural Property Size

Area Reimburse After

Minimum ______________

Charg

able

100

100

100

Reimbursable Expenses

Insurance

Utilities

Taxes

Fixed Additional Rem

Number of terms to apply method

Gross up Expenses Global

Reimb Unit of Mm Reimb Unit of Max Rent

Minimum Measure Growth Max Measure Growth Offset

1.5 s/SqFtrfr

Amount Pro Area Measure

________ -rate
_________

Natural Property Size

Natural Property Size

Natural Property Size

Area Reimburse After

Minimum ______________

Charg

able

100

100

100

Reimbursable Expenses

Insurance

Utilities

Taxes

Fixed Additional Rent

Number of terms to apply method

Gross up Expenses Global

Reimb Unit of Mw Reimb Unit of Max Rent

Minimum Measure Growth Max Measure Growth Offset

$/SqFttrr

Reimbursement Category $10.00 CAM 5%

Base Category on Another Method No

Reimbursable Expenses

Insurance

Reimbursement Method

Net Pays Pro Reta Share

Amount Pro Area Measure

_______ -rate _____________________

Nattgal Property Size

continued on next page

Area Reimburse After

Minimum
________________

Charg

able

100

Reimbursement Category $7.50 CAM 0%

Base Category on Another Method No

Reimbursable Expenses

Insurance

Utilities

Taxes

Fixed Additional Rent

Reimbursement Method

Net Pays Pro Rate Share

Net Pays Pro Rate Share
Net Pays Pro Rate Share

Pays Specific Amount

Reimbursement Category $2.00 CAM 4%

Bee Category on Another Method No

Reimbursable Expenses

Insurance

Utilities

Taxes

Fixed Additional Rent

Reimbursement Method

Net Pays Pro Rate Share

Net Pays Pro Rate Share

Net Pays Pro Rate Share

Pays Specific Amount



AR
SOP WAS

Reimbursable Expenses

Utbties

Taxes

Fixed Additional Rent

Reimbursement Method

Net Pays Pro Rate Share

Net Pays Pro Rate Share

Pays Specific Amount

The Village at Gulfatream Park

SEQ Federal Highway US
SE 5th Street

Hatlandale Florida 33009

Input Assumptions

continued from previous page

Amount Pro Area Measure

___________
-rate

_________________________________

Natural Property Size

Natural Property Size

Area Reimburse After

Minimum
________________

Charg

ab

100

100

Software ARGUS Var 14.0.2

File Village at Gulfstream Park

Property Type OffIce Retail

Portfolio

Date 6/4/10

Time 229 pm
Ref ASL

Page 33

Reimbursable Expenses

Insurance

UtilIties

Taxes

Fixed Additional Rent

Number of terms to apply method

Gross up Expenses Global

Reimb Unit of Mm Reirnb Unit of Max Rent

Minimum Measure Growth Max Measure Growth Offset

10 $/SqFtPtr

continued on next page

AaGJ.s



The V8age at Gulfstream Park

SEQ Federal Highway US
SE 5th Street

Hallaridsie Florida 33009

Input Assumptions

continued from previous page

Software ARGUS Var 14.0.2

File Village at Gulfstream Park

Property Type Office Retail

Portfolio

Date 6/4/10

Time 29 pm
Ref ASL

Page 34

Insurance

Utilities

Taxes

Fixed Additional Rent

Reimbursement Method

Net Pays Pro Rate Share

Net Pays Pro Rats Share

Net Pays Pro Rate Share

Pays Specific Amount

Amount Pro Area Measure

____________
-rate

______________

Natural Property Size

Naturat Properly Size

Natural Property Size

Area Reimburse After

Minimum ______________

Charg

able

100

100

100

Reimbursable Expenses

Insurance

Utilities

Taxes

Fixed Additional Rent

Number of terms to apply method

Gross up Expenses Global

Reimb Unit of Miri Reimb Unit of Max Rent

Minimum Measure Growth Max Measure Growth Offset

13.1 S/SqFIMr

Insurance

Utilities

Taxes

Fixed Additional Rent

Reimbursement Method

Net Pays Pro Rats Share

Net Pays Pro Rats Share

Net Pays Pro Rata Share

Pays Specific Amount

Amount Pro Area Measure

____________
-rate

______________

Natural Properly Size

Natural Property Size

Natural Property Size

Area Reimburse After

Minimum _____________

Charg

able

100

100

100

Reimbursable Expenses

Insurance

Utilities

Taxes

Fixed Additional Rent

Number of terms to apply method

Gross up Expenses Global

Reimb Unit of Mm Reirnb Unit of Max Rent

Minimum Measure Growth Max Measure Growth Offset

$/SqFtJVr

Anount Pro Area Measure

___________
-rats

_____________________________

Natural Property Size

continued on next page

Reimbursement Category $13.10 CAM 4%

Base Category on Another Method No

Reimbursable Expenses

Reimbursement Category $5.00 CAM 5%

Base Category on Another Method No

Reimbursable Expenses

Reimbursement Category $11.68 CAM 4%

Base Category on Another Method No

Reimbursable Expenses Reimbursement Method Area Reimburse After

Minimum _________

Charg

able

Insurance Net Pays Pro Rats Share 100



Reimbursable Expenses

Utilities

Taxes

Fixed Additional Rent

Area Reimburse After

Minimum __________

100

100

Software ARGUS Ver 140.2

File Village at Gulfstream Park

Property Type Office Retail

Portfolio

Date 6/4/10

Time 229 pm
Ref ASL

Page 35

Reimbursable Expenses

Insurance

Utilities

Taxes

Fixed Additional Rent

Number of terms to apply method

Gross up Expenses Global

Reimb Unit of Mm Reimb Unit of Max Rent

Minimum Measure Growth Max Measure Growth Offset

11.68 S/SqFtfYr

The Village at Gulfstreem Park

SEQ Federal Highway US
SE 5th Sheet

Hellandale FlorIda 33009

Input Assumptions

continued from previous page

Amount Pro Area Measure

____________
-rate

____________________________________

Natural Property Size

Natural Property Size

Reimbursement Method

Net Pays Pro Rata Share

Net Pays Pro Rata Share

Pays Specific Amount

Charg

able

continued on next page



The Village at Gulfstream Park

SEQ Federal Highway US
SE 5th Street

Hallandale Florida 33009

Input Assumption

continued from previous page

Software ARGUS Ver 1402
File Village at Gulfstream Park

Property Type Office Retail

Portfolio

Date 6/4/10

Time 2.29 pm
Ref ASL

Page 36

Reimbursement Category $11.00 CAM 4%

Base Category on Another Method No

Reimbursable Expenses

Insurance

Utilities

Taxes

Fixed Additional Rent

Reimbursement Method

Net Pays Pro Rats Share

Net Pays Pro Rats Share

Net Pays Pro Rata Share

Pays Specific Amount

Amount Pro Area Measure

-rata
______________

Natural Property Size

Natural Property Size

Natural Property Size

Area Reimburse After

Minimum __________
Charg

able

100

100

100

Reimbursable Expenses

Insurance

Utilities

Taxes

Fixed Additional Rent

Number of terms to apply method

Gross up Expenses Global

Reimb Unit of Mm Reimb Unit of Max Rent

Minimum Measure Growth Max Measure Growth Offset

11 $/SqFtNr

Reimbursement Category $12.00 CAM 5%

Base Category on Another Method No

Reimbursable Expenses

Insurance

Utilities

Taxes

Fixed Additional Rent

Reimbursement Method

Net Pays Pro Rats Share

Net Pays Pro Rats Share

Net Pays Pro Rats Share

Pays Specific Amount

Amount Pro Area Measure

_______ -rats ________

Natural Property Size

Natural Property Size

Natural Property Size

Area Reimburse After

Minimum __________
Charg

able

100

100

100

Reimbursable Expenses

Insurance

Utilities

Taxes

Fixed Additional Rent

Number of terms to apply method

Gross up Expenses Global

Reimb Unit of Mm Reirnb Unit of Max Rent
Minimum Measure Growth Max Measure Growth Offset

12 $iSqFtPtr

Amount Pro Ares Measure

_______ -ratS ______________________

Natural Property Size

continued on next page

Reimbursement Category $13.85 CAM 5%

Base Category on Another Method No

Reimbursable Expenses Reimbursement Method Area Reimburse After

Minimum __________
Charg

able

100
Insurance Net Pays Pro Ret Share



The Village at Gulistream Park Software ARGUS Ver 14.0.2
Li

SEQ Federal Highway US File Village at Gulfstream Park

SE 5th Street Property Type Office Retail

Hallandale Florida 33009 Portfolio

Date 6/4/10

Time 229 pm
Ref ASL

Page 37

Input Assumptions

continued from previous page

Reimbursable Expenses Reimbursement Method Arncunl Pro Area Measure Area Reimburse After Charg

______________________ __________________ _______ -rate _____________________ Minimum ______________________ able%

Utilities Net Pays Pro Rata Share Natural Property Size 100

Taxes Net Pays Pro Rate Share Natural Property Size 100

Fixed Additional Rent Pays Specific Amount

Reimbursable Expenses Reimb Unit of Mm Reimb Unit of Max Rent

___________________________
Minimum Measure Growth Max Measure Growth Offset

Insurance

Utilities

Taxes

Fixed AddItIonal Rent 13.85 $/SqFtfYr

Number of terms to apply method

Gross up Expenses Global

continued on next page



The Village at Gulfstream Park

SEQ Federal Highway US
SE 5th Street

Hallandate Florida 33009

Input Assumptions

continued from previous page

Software ARGUS Ver i4 0.2

File Village at Gulfstream Park

Property Type Office Retail

Portfolio

Date 6f4110

Time 29 pm
ReM ASL

Page 38

Insurance

Utilities

Texas

Fixed Additional Rent

Reimbursement Method

Net Pays Pro Rata Share

Net Pays Pro Rata Share

Net Pays Pro Rate Share

Pays Specific Amount

Amount Pro Area Measure

____________
-rate

_______________

Natural Property Size

Natural Property Size

Natural Property Size

Area Reimburse After

Minimum
_______________

100

100

100

Reimbursable Expenses

Insurance

Utilities

Taxes

Fixed Additional Rent

Number of terms to apply method

Gross up Expenses Global

Reimb Unit of Miii Reimb Unit of Max Rent

Minimum Measure Growlh Max Measure Growth Offset

7.5 $/SqFtNr

Reimbursement Category $4.50 CAM 4%

Base Category on Another Method No

Reimbursable Expenses

Insurance

Utilities

Taxes

Fixed Additional Rent

Reimbursement Method

Net Pays Pro Rata Share

Net Pays Pro Rate Share

Net Pays Pro Rate Share

Pays Specific Amounl

Amount Pro Area Measure

_________
-rate

_____________

Natural Properly Size

Naturat Property Size

Natural Property Size

Area Reimburse After

Minimum
Charg

able

100

100

100

Reimbursable Expenses

Insurance

Utilities

Taxes

Fixed Additional Rent

Number of terms tapply method

Gross up Expenses Global

Reimb Unit of Miii Reimb Unit of Max Rent

Minimum Measure Growth Max Measure Growth Offset

4.5 S/SqFtfYr

Amount Pro Area Measure

-ratS _____________

Area Reimburse After

Minimum ___________

Reimbursement Category $7 50 CAM 6%

Base Category on Another Method No

Reimbursable Expenses Cherg

able

Reimbursement Category $3.00 CAM 2%

Base Category on Another Method No

Reimbursable Expenses Reimbursement Method

Natural Property Size

continued on next page

Charg

able

Insurance Net Pays Pro Reta Share 100



The Vdloge at Gulf stream Park

SEQ Federal Highway US
SE 5th Street

Hallandale Florida 33009

Input Assumptions

continued from previous page
Amount Pro Area Measure

____________
-rata

___________________________________

Natural Property Size

Natural Property Size

Software ARGUS Ver 14.02
File Village at Gulfstream Park

Property Type Office Retail

Portfolio

Date 6/4/10

Time 2.29 pm
Rof ASL

Page 39

Reimbursable Expenses

Insurance

Utilities

Taxes

Fixed Additional Rent

Number of terms to apply method

Gross up Expenses Global

Reirnb Unit of Mi Reimb Unit of Max Rent

Minimum Measure Growth Max Measure Growth Offset

S/SqFtfYr

Reimbursable Expenses

Utilities

Taxes

Fixed Additional Rent

Reimbursement Method

Net Pays Pro Rata Share
Net Pays Pro Rata Share

Pays Specific Amount

Area Reimburse After

Minimum __________
Chsrg

able

100

100

continued on next page



The Vitage at Gulfstream Park

SEQ Federal 1tighway US
SE 5th Street

Hallandale Florida 33009

Input Assumptions

continued from previous page

Software ARGUS Var 14 0.2

File Village at Gulfstream Park

Property Type Office Retail

Portfolio

Date 8/4/10

TimeS 229 pm
Ret ASL

Page 40

Reimbursement Category $1.00 CAM 4%

Base Category on Another Method No

Reimbursable Expenses

Insurance

Utilities

Taxes

Fixed Additional Rent

Amount Pro Area Measure

___________
rata

_____________

Natural Property Size

Natural Property Size

Natural Properly Size

Area Reimburse After

Minimum
________________

Charg

able

100

100

100

Reimbursable Expenses

Insurance

Utilities

Taxes

Fixed Additional Rent

Reimb Unit of Mm Reimb

Minimum Measure Growth Max

$/SqFtIYr

Unit of Max Rent

Measure Growth Offset

Number of terms to apply method

Gross up Expenses Global

Reimbursement Calegoiy $14.50 CAM $0.55 Ins

Base Category on Another Method No

Reimbursable Experiaes

Insurance

Utilities

Taxes

Fixed Additional Rent

Reimbursement Method Amount Pro Area Measure

____________________________ ___________
-rate

_____________

Pays Specific Amount

Net Pays Pro Rate Share

Net Pays Pro Rate Share

Pays Specific Amount

Area Reimburse After

Minimum

100

100

Reimbursable Expenses

Insurance

Utilities

Taxes

Fixed Additional Rent

Reimb Unit of

Minimum Measure

0.55 $/SqFtiYr

14
$iSqFtlYr

Mm Reimb

Growth Max

Unit of Max Rent

Measure Growth Offset

Number of terms to apply method

Gross up Expenses Global

Area Reimburse After

Minimum
_______________

Reimbursement Method

Net Pays Pro Rate Share

Net Pays Pro Rate Share

Net Pays Pro Rate Share

Pays Specific Amount

Natural Property Size

Natural Property Size

Charg

able

Reimbursement
Category

Base Category on Another Method No

Reimbursable Expenses Reimbursement Method Amount Pro Area Measure

____________
-fate

Natural Property Size

continued on next page

Charg

able

100
Insurance Net Pays Pro Rate Share



The Village at Gulfstream Park

SEQ Federal Highway US
SE 5th Street

Hallendale Florida 33009

Input Assumptions

continued from previous page
Amount Pro Area Measure

__________ -rats
______________________________

Natural Property Size

Software ARGUS Var 14.0.2

File Village at Gulfstream Park

Property Type Office Retail

Portfolio

Date 6/4/10

Time 229 pin

Ref ASt
Page .41

Reimbursable Expanses

Insurance

UtilIties

Taxes

Fixed Additional Rent

Number of terms to apply method

Gross up Expenses Global

Reimbursable Expenses

Utilities

Taxes

Fixed Additional Rent

Reimbursement Method

Not Reimbursed Exclude

Net Pays Pro Rata Share

Pays Specific Amount

Area Reimburse After

Minimum

Reimb Unit of Mm Reimb Unit of Max

Minimum Measure Growth Max Measure Growth

0.55 S/SqFL/Yr

11.7 $/SqFtfYr

Charg

able

100

Rent

Offset

100

100

100

continued on next page



The Village at Gulfstream Park

SEQ Federal Highway US
SE 5th Street

Hallandale Florida 33009

Input Assumptions

continued from previous page

Software ARGUS Ver 14.02

Pile Village at Gulfstream Park

Property Type Office Retail

Portfolio

Date 6/4/10

Time 2.29 pm
Ref ASL

Page .42

Base Calegory on Another Method No

Reimbursable Expenses

Insurance

Utilities

Taxes

Fixed Additional Rent

Reimbursable Expenses

Insurance

Utilities

Taxe
Fixed Additional Rent

Number of terms to apply method

Gross up Expenses Global

Reimbursement Category $9.00 CAM 3.0%

Base Category on Another Method No

Reimbursable Expenses

Insurance

Utilities

Taxes

Fixed Additional Rent

Reimbursement Method

Net Pays Pro Rate Share

Nol Reimbursed Exclude

Nd Pays Pro Rata Share

Pays Specific Amount

Reimb Unit 0f Mm Reimb

Minimum Measure Growth Max
_________

0.55

Amount Pro Area Measure

_______ -rata _________

Natural Property Size

Natural Property Size

Natural Property Size

100

100

Area Reimburse After

Minimum
________________

100

100

100

Reimbursable Expenses

Insurance

Utilities

Taxes

Fixed Additional Rent

Number of terms to apply method

Gross up Expenses Global

Reimb Unit of Mm Reimb Unit of Max Rent

Minimum Measure Growth Max Measure Growth Offset

$/SqFtttr

Amount Pro Area Measure

__________ -rate ____________

Amounl Pro Area Measure

_________
-mate

______________

Natural Property Size

Natural Property Size

Unit of Max

Measure Growth

S/SqFtfYr

Rent

Offset

100

14.5 $/SqFtNr

Reimbursement Method

Area Reimburse After Charg
Minimum ___________ able

100

100

Charg

______ ____________ able

Net Pays Pro Rate Share

Net Pays Pro Rate Share

Net Pays Pro Rate Share

Pays Specific Amount

Reimbursemanl Category $15.00 4%

Base Category on Another Method No

Reimbursable Expenses Reimbursement Method

Natural Property Size

continued on next page

Area Reimburse After

Minimum
_______________

Charg

eble

Insurance Wet Pays Pro Rate Share 100



The Village at Gulfstream Park

SEQ Federal Highway US
SE 5th Street

Hallandale Florida 33009

Input Assumptions

continued from previous page
Amount Pro Area Measure

_______ -rats _____________________

Natural Property Size

Natural Property Size

Software ARGUS Var 14.0.2

File Village at Gulfstream Park

Property Type OffIce Retail

Portfolio

Date 6/4/10

Time 2.29 pm
Ref ASL

Page 43

Reimbursable Expenses

Insurance

Utilities

Taxes

Fixed Additional Rent

Number of terms to apply method

Gross up Expenses Global

Reimb Unit of Mm Reimb Unit of Max Rent

Minimum Measure Growth Max Measure Growth Offset

15 $/SqFtdYr

Reimbursable Expenses

Utilities

Taxes

Fixed Addional Rent

Reimbursement Method

Net Pays Pro Rate Share

Net Pays Pro Rats Share

Pays Specific Amount

Area Reimburse After

Minimum __________
Charg

able

100

100

continued on next page



The Village at Gulfatreern Park

SEQ Federal Highway US
SE 5th Street

Hallandale Florida 33009

Input Assumptions

continued from prevIous page

Software ARGUS Var 140.2

File V/loge at Gutfstream Park

Property Type Office Retail

Portfolio

Date 6/4/10

Time 2.29 pm
Ref ASI

Page 44

Reimbursement Category 59004%

Base Category on Another Method No

Reimbursable Expenses

Insurance

Utilities

Taxes

Fixed Additional Rent

Reimbursement Method

Net Pays Pro Rata Share
Net Pays Pro Rata Share

Net Pays Pro Rata Share

Pays Specific Amount

Amount Pro Area Measure Area Reimburse After

___________
-rate

_________________________________
Minimum

Natural Property Size

Natural Property Size

Natural Property Size

Charg

able%

100

too

100

Reimbursable Expenses

Insurance

Utilities

Taxes

Fixed Additional Rent

Number of terms to apply method

Gross up Expenses Global

Expense Groups

Group Fixed Additional Rent

CAM

Market Leasing Assumptions

100

Reimb Unit of Max

Max Measure Growth

Rent

Offset

Renewal Probability

Market Rent

Months Vacant

Tenant Improvements

Leasing Commissions

Rent Abatements

Secunty Deposit

Non-Weighted Items

Rent Changes

Retail Sales

Reimbursements

Term Lengths

New Market

Blended In-Line TI

Blended LC

None

Reimb Unit of Mm
Minimum Measure Growlh

S/SqFttir

Leasing Assumptions Category In-Line

Lease Status Speculative

Yes

No

Renewal Mkt Unit of Measure

75 Percent

$fSqFtIYr

Months

Months

None

Years

continued on next page



The Village at Gulfatream Park
Software ARGUS Ver 14.0.2

SEQ Federal Highway US File Village at Gulfstream Park
iW

SE 5th Street
Property Type Office Retail

Hallandale Florida 33009
Portfolio

Date 6/4/10

Time 29 pm
Ref ASL

Page 45
Input Assumptions

continued from previous page

Rent Changes ln-Linecurrent term

Changing Base t4 in
yrs

Step

Porters Wage
Miscellaneous

CPI Rent

Category

Parking

Spaces Continue Prior

Amount

Leasing Assumptions Category Office

Lease Status Speculative

New Market Renewal Mkt Unit of Measure
Renewal Probability 70 Percent
Market Rent

S/SqFtIYr
Months Vacant

Months
Tenant Improvements Blended Office TI

Leasing Commissions Blended LC

Rent Abatements
Months

Security Deposit None None

Non-Weighted Items

Rent Changes Yes

Retail Sales No

Reimbursements

Term Lengths Years

Rent Changes Officecurrent term

Changing Base 3.0% Annual

Step

Porters Wage
Miscellaneous

CPI Rent

Category

Parking

Spaces Continue Prior

Amount

Leasing Assumptions Category Restauranl

Lease Status Speculative

New Market Renewal Mkt Unit of Measure
Renewal Probability

75 Percent
Market Rent

S/SqFt/Yr
Months Vacant

Months
Tenant Improvements Blended Rest TI

Leasing Commissions Blended LC
Rent Abatements

Months
Security Oepoait None None

Non-Waighted Items

Rent Changes Yes
Ret Sales No
Reimbursements

Term Lengths 10 Years

continued on next page



GU

Rent Changes Restaurant.current term

Changing Base Every yrs

Step

Porters Wage
Miscellaneoua

CPI Rent

Category

Parking

Spaces Continue Prior

Amount

The Village at Gutfstream Perk

SEQ Federal Highway US
SE 5th Street

Heitandale FlorIda 33009

Input Assumptions

continued from previous page

Software ARGUS Ver 14.0.2

File Village at Gulfstream Park

Property Type Office Retail

Portfolio

Date 6/4/10

Time 229 pm
Ref ASL

Page 46

Leasing Assumptions Category Upper Level

Lease Status Speculative

Renewal Probability

Market Rent

Months Vacant

Tenant Improvements

Leasing Commissions

Rent Abatements

Security Deposit

Non-ighted Items

Rent Changes

Retail Sales

Reimbursements

Term Lengths

Rent Changes Upper Levelcurrent term

Changing Base 10.0% Every yrs

Step

Porters Wage
Miscellaneous

CPI Rent

Category

Parking

Spaces Continue Prior

Amount

Leasing Assumptions Category Major

Lease Status Speculative

Renewal Probability

Market Rent

Months Vacant

Tenant Improvements

Leasing Commisaions

Rent Abatements

Secitrty Deposit

NOn-igId Items

Rent Changes

Retail Sales

Reimbursements

Term Lurrgths

New Market

Blended In-Line TI

Blended LC

None

New Market

12

Blended In-Line TI

Blended LC

None

Unit of Measure

Percent

S/Sq FtfYr

Months

Months

Unit of Measure

Percent

$/SqFt/Yr

Months

Months

Yes

No

10

Renewal Mkt

75

None

Years

Renewat Mkt

80

None

Yes

No

10 Years

continued on next pega



The Village at Gulfstream Park
Software ARGUS Ver 14.0.2

SEQ Federal Highway 15 File Village at Gulfstream Park
SE 5th Street

Property Type Office Retail
Hallandale Florid 33009

Portfolio

Date 614f10

Time 229 pm
Rer ASL

Page 47
Input Assumptions

continued from previous page

Rant Changes Majorcurrril lerm

Changing Base Every yrs

Step

Porters Wage
Miscellaneous

CPI Rent

Category

Parking

Spaces Continue Prior

Amount

Changing Base Rent

Changing Base Changing Base Changing Base

Every yrs Annual tie in yrs

Date Amount Units Date Amount Units Date Amount Units

100 Market 100 Market 100 Market
61 10 Increase 13 Inc Annual 37 Increase

Tenant Improvements

Tenant Improvements Category Blended In-Line Ti

Payment Made First Month

Unit of Measure $/SqFI

Apr.2011 Apr.2012 Apr.2013 Apr-2014 Apr-2015 Apr-2016 Apr-2017 Apr-2018 Apr-2019 Apr-2020 Apr-2021 Apr-2022 Apr.2023 Apr-2024 Apr-2025New 10 10 10 10 10 10 10 10 10 10 10 10 10 10 10
Renewal

Inflation

Tenant Improvements Category Blended Office TI

Payment Made First Month

Unit of Measure $/SqFt

Apr-201 Apr-2012 Apr-2013 Apr-2014 Apr-2015 Apr.2016 Apr.2017 Apr-2018 Apr.2019 Apr.2020 Apr.2021 Apr.2022 Apr.2023 Apr.2024 Apr-2025
New 20 20 20 20 20 20 20 20 20 20 20 20 20 20 20
Renewal 10 10 10 tO 10 10 10 10 10 10 10 10 10 10 10
Inflation

Tenant Improvements Category Blended Major TI

Payment Made First Month

Unit of Measure $SqFt

Apm-2011 Apr.2012 Apr-2013 Apr.2014 Apr.2015 Apr.2016 Apr.2017 Apr-2018 Apr-2019 Apr.2020 Apr-2021 Apr-2022 Apr-2023 Apr-2024 Apr.2025
New 10 10 10 10 ID 10 10 10 10 10 10 10 10 10 10Renewat

Inflation

continued on next page



The Village al Gulfslream Park
Software ARGUS Ver 14

SEQ Federal Highway US
File Village at Gulfstream Park

SE 5th Street
Properly Type Office Retail

Hallandale Flonda 33009
Portfolio

Date 6/4/10

Time 29 pm
Ref ASL
Page 48

Input Assumptions

continued from previous page

Tenant Improvements Category Raw Retad Ti

Payment Made First Month

Unit of Measure S/SqFt

Apr-201 Apr-2012 Apr-2013 Apr.2014 Apr.2015 Apr-2016 Apr.2017 Apr-2018 Apr.2019 Apr-2020 Apr-2021 Apr2022 Apr.2023 Apr-2024 Apr-2025New 75 75 75 75 75 75 75 75 75 75 75 75 75 75 75Renewal 75 75 75 75 75 75 75 75 75 75 75 75 75 75 75
Inflation

Tenant Improvements Category Raw Office TI

Payment Made First Month

Unit of Measure $/SqFt

Apr-2011 Apr-2012 Apr.2013 Apr.2014 Apr.2015 Apr.2016 Apr.2017 Apr.2018 Apr.2019 Apr.2020 Apr-2021 Apr-2022 Apr-2023 Apr.2024 Apr-2025New 50 50 50 50 50 50 50 50 50 50 50 50 50 50 50Renewal 50 50 50 50 50 50 50 50 50 50 50 50 50 50 50Inflation

Tenant Improvements Category Raw Restaurant TI

Payment Made First Month

Unit of Measure $/SqFt

Apr.2011 Apr.2012 Apr.2013 Apr.2014 Apr.201S Apr-2016 Apr.2017 Apr.2018 Apr.2019 Apr-2020 Apr.2021 Apr-2022 Apr-2023 Apr-2024 Apr.2025New 150 150 150 150 150 150 150 150 150 150 150 150 150 50 150Renewal 150 150 150 150 150 150 150 150 150 150 150 150 150 150 150
Inflation

Tenant Improvements Category Blended Rest TI

Payment Made First Month

Unt of Measure S/Sift

Apr.2011 Apr-2012 Apr.2013 Apr.2014 Apr.2015 Apr-2016 Apr.2017 Apr.2018 Apr-2019 Apr-2020 Apr-2021 Apr-2022 Apr-2023 Apr.2024 Apr-2025New 50 50 50 50 50 50 50 50 50 50 50 50 50 50 50Renewal 10 10 10 10 10 10 10 10 10 10 10 10 10 10 10
Inflation

Leasing Commissions

Leasing Commissions Category Blended LC

Payment Made FIrst Month

Unit of Measure Percent

Apr.2011 Apr-2012 Apr-2013 Apr-2014 Apr.2015 Apr.2016 Apr.2017 Apr.2018 Apr.2019 Apr.2020 Apr.2021 Apr-2022 Apr.2023 Apr-2024 Apr-2025New
Renewal 2.5 2.5 2.5 2.5 2.5 2.5 2.5 2.5 2.5 2.5 2.5 2.5 2.5 2.5 2.5Inflation

Celculetion includes

Base Rent Yes
Free Rent Yes

Step Rent Yes

Reimbursements No

Retail Sates No

CPI Rent No

fr.ontinijad or neal maine



The Village at Gulfstream Park

SEQ Federal Highway US
SE 5th Street

Hallandale Florida 33009

Input Assumptions

continued from previous page

Software ARGUS Var 14.0.2

File Village at Gulfstream Park

Property Type Office Retail

Portfolio

Date 6/4/10

lime 29 pm
Ref ASL

Page 49

Payment Made First Month

Unit of Measure Percent

New
Renewal

Inflation

Calculation includes

Base Rent

Free Rent

Step Rent

Reimbursements

Retail Sales

CPI Rent

Yes

Yes

Yes

No

No

No

Property Resale

Option

Cap Rate

Resale Adjustments

Apply Rate to following year income Yes

Calculate Resale for All Years Yes

Capitalize Net Operating tncome
Present Value Discounting

Primary Discount Rate 9.25

Discount Rate Range

Number of Rates

Increment 0.25

Discount Method Annually Endpoint on Cash Flow Resale
Secondary Discount Timing

Start Date 37

End Date 4/23

Length io

Advanced

Unleveraged Discount Range
Cash Flow Rate 9.25

Resale Rate 925
Leveraged Discount Range

Cash Flow Rate 9.25

Resale Rate 9.25

Leasing Commissions Category- New LC

Apr-2011 Apr-2012 Apr-2013 Apr-2014 Apr.2015 Apr-2016 Apr-2017 Apr.2018 Apr.2019 Apr-2020 Apr.2021 Apr-2022 Apr-2023 Apr-2024 Apr-2025
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PRoFEssIoN QuALIFIcATIoNs

JamesJ Walsh MAI MRICS
Senior Director

Valuation Advisory Services

Real Estate Experience

Senior Director Member of Dispute Analysis Litigation Support Services Group Member of

Retail
Industry Group Cushman Wakefield of Florida Inc Valuation Advisory Services

Fort Lauderdale October 1994 to present

Manager Miami
Appraisal Division Cushman Wakefield of Florida Inc September 1988

through October 1994

Vice President and Director of Real Estate National Realty Dallas Texas April 1986 through

August 1988

Vice President E.F Hutton Co New York New York March 1983
through April 1986

Manager of
Appraisals Merrill Lynch Hubbard New York New York February 1981 through

March 1983

Real Estate Consultant L.W Ellwood Co Citibank and Union Dime Savings Bank May
1973 through February 1981

Experience includes
appraisal of the following types of property

Regional Malls Office Buildings

Shopping Centers
Large Acreage Tracts

Industrial Properties Commercial and Industrial Land

Rental Apartment Projects Leasehold and Leased Fee Valuations

Condominium Projects Planned Unit Developments
Financial Institution

Buildings Residential Subdivisions

Extensive
experience providing expert witness testimony and litigation consulting in cases

involving bankruptcy preference issues foreclosure partnership disputes property tax appeals
and land use controversies Special emphasis on bankruptcy related issues with court testimony
in excess of 100 cases in federal bankruptcy court as well as circuit court and court of appeals

Valuation and consulting assignments for commercial banks investment banks pension funds
life insurance companies and thrift institutions on all types of properties on national basis

Purpose of
reports includes feasibility analysis merger and

acquisition property acquisition

foreclosure and financing

Hands on experience in negotiating the purchase and sale of real estate leasing space and

managing real estate portfolio Additional experience in forming public arid private limited

partnerships and in arranging to obtain American Stock Exchange listing for partnership

llIII1 CUSHMAN
WAKEFIELD



PRoFEsSION QuAlIFIcATIONS James Walsh MAI MRICS

Education

Master of Business Administration Finance 1975

New York
University New York

Bachelor of Arts 1973

Manhattan
College New York

Appraisal Education

Class attendance and passed exams for
specialty appraisal courses sponsored by the primary

professional appraisal organizations and
currently certified under the continuing education

program of the Appraisal Institute

Former lecturer at New York
University School of Real Estate

Memberships Licenses and Professional Affiliations

Designated Member of the
Appraisal Institute MAI

Member of the Royal Institution of Chartered Surveyors MRICS
State of Florida Certified General Real Estate Appraiser No R2483
State of Alabama Certified General Real Estate

Appraiser No G00832
State of Georgia Certified General Real Estate

Appraiser No 331223

Licensed Florida Real Estate Broker

Ex-Chairman of the Board Downtown Miami YMCA

iiIII CUSHMAN
WAKEFIELD
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Appraisal Agreement

Land Value Only Hypothetical As If Vacant

285 West Huntington Drive

Arcadia California 91007

CBREI File No 10-0736

As Is Date of Value

May 72010

Prepared for

Mr Rocco Liscio

Executive Vice President and Chief Financial Officer

Ml DEVELOPMENTS INC
455 Magna Drive

Aurora Ontario Canada L4G 7A9

Market Value Appraisal

Summary Report

CBRE
CB RICHARD ELLISVALUATION ADVISORY SERVICES



VALUATION ADVISORY SERVICES CBRE
CS RICI-IARD ELLIS

C8 Richard Ellis Inc

355 South Grand Avenue
July 26 2010

Suife 1200

Los Angeles CA 90071-1549

www.cbre.com

Mr Rocco Liscio

Executive Vice President and Chief Financial Officer

Ml DEVELOPMENTS INC
455 Magna Drive

Aurora Ontario Canada L4G 7A9

Via E-Mail roccoliscio@midevelopments.com

RE Market Value Appraisal

Santa Anita Racetrack Site and Excess land

Arcadia CA 91007

CBRE File No 10-0736

Dear Mr Liscio

At your request and authorization CB Richard Ellis Inc Valuation and Advisory Services has

conducted the inspections investigations and analyses necessary to form an opinion of value for the

above-referenced property

The date of value was May 2010 The legal rights appraised were the fee simple interest

The subject site encompasses 301 .74 acres of which approximately 85.00 acres identified as the

Excess Land Component is considered surplus or excess land even with continued

racetrack operation

The overall site has frontage on the east side of Baldwin Avenue the west side of Colorado Place and

the north side of Huntington Drive in an irregular shape It is located on the north-central side of the

city of Arcadia in the San Gabriel Valley area of Los Angeles County California. Currently zoning is

for racetrack uses with portions zoned for residential development the General Plan designates most

of the site for racetrack uses with portion designated commercial

The valuation of the racetrack excluding the excess land identified as the Racetrack Residential

Component is based on the specific extraordinary assumption that the existing racetrack operation

the going concern is per our client .. not profitable and is cash flow negative ... As result

closing of the racetrack over the next several years is probable with an entitlement process following

to allow redevelopment of the racetrack portion 216.74 acres of the site

Based on our investigation and analysis and specifically reflecting the hypothetical conditions stated

above it is our opinion that the subject property has market value equal to the sum of

ONE-HUNDRED SIXTY-SIX MILLION FOUR-HUNDRED THOUSAND DOLLARS

$166400000

CIG



Mr Rocco Liscio

July 26 2010

Page

The attached narrative report together with exhibits Certification Hypothetical Conditions and

Specific Assumptions from an integral part of this appraisal assignment

Respectfully submitted

CB RICHARD ELLIS INC

Valuation Advisory Services

David Zoraster MAt Russell Zeilner

Vice President
Appraiser

CA Certification No AGOO1 735 California General Certified No AG043985

Phone 213-613-3658 Phone 213 613-3681

Fax 213-613-3131 Fax 213613-3131
Email david.zorosterccbre.com Email russ.zeltnercbre.com

GIcSRkdf



SANTA ANITA PARK AND SURPLUS LAND CERTIFICATION

CERTIFICATION

We certify to the best of my knowledge and bekef

The statements of fad contained in this report are frue and correct

The reported analyses1 opinions and conclusions ore limited only by the reported assumptions and

limiting conditions and ore our personal impartial and unbiased professional analyses opinions

and conclusions

We have no present or prospective interest in or bias with respect to the property that is the subject

of this report and hove no personal interest in or bias with respect to the parties involved with this

assignment

Our engagement in this assignment was not contingent upon developing or reporting

predetermined results

Our compensation for completing this assignment is not contingent upon the development or

reporting of predetermined value or direction in value that favors the cause of the client the

amount of the value opinion the attainment of stipulated result or the occurrence of

subsequent event directly related to the intended use of this appraisal such as the approval of

loan

This appraisal assignment was not based upon requested minimum valuation specific

valuation or the approval of loan

Ou.r analyses opinions and condusions were developed and this report has been prepared in

conformity with the Uniform Standards of Professional Appraisal Practice of the Appraisal

Foundation and the requirements of the Code of Professional Ethics and the Standards of

Professional Appraisal Practice of the Appraisal Institute

The use of this report is subject to the requirements of the Appraisal Institute relating to review by

its duly authorized represeniatives

David Zoraster MAI has completed the requirements of the continuing education program of

the Appraisal Institute

David Zoraster MAI arid Russ Zellner have made personal inspection of the properly that is

the subject of this report

11 We have extensive experience in the appraisal/review of similar property Iypes

David Zoraster MAI and Russ Zeliner are currently certified in the state where the subject is

located

1. Valuation Advisory Services operates as an independent economic entity within CB Richard Ellis

Inc Although other employees of CB Richard Ellis Inc divisions may be contacted as part of

our routine market research investigations absolute client confidentiality and privacy are

maintained af all times with regard to this assignment without conflict of interest

14 CB Richard Ellis has provided appraisal services involving the subject property within the past three

years

David Zorasier MAI Russell Zellner

Vice President Appraiser

CBRE
CB RICHARD ELLIS

tkJ.d E3 S.



SANTA ANITA PARK AND SURPLUS LAND SURJECTAERIAL PHOTOGRAPH

SUBJECT AERIAL PHOTOGRAPH

II
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SANTA ANITA PARK AND SURPLUS LAND INTRODUCTION

INTRODUCTION

PROPERTY IDENTIFICATION

Santa Anita Park is thoroughbred horse racetrack one of the premiere racetracks in the country

The subject site contains 301.74 acres in an irregular shape Of this approximately 85.00 acres is

considered surplus or excess land identified as the Excess Commercial Land Component The

balance of the site 21 6.74 acres is identified as the Racetrack Residential Component

The combined site has frontage on the east side of Baldwin Avenue the west side of Colorado Place

and the north side of Huntington Drive one-quarter mile south of the Foothill Freeway Interstate

210 in the north-central portion of the city of Arcadia in the Son Gabriel Valley area of Los Angeles

County California The site is primarily zoned for racetrack uses with portions zoned for residential

development The General Plan designates the site for racetrack uses with portion of the site

designated for commercial uses

Existing improvements on the Racetrack Residential Component consist of 1934-built pori-mutuel

horse racetrack and associated facilities The racetrack has an eight-furlong one-mile oval track

grandstands accommodating 19200 persons 61 barns with capacity of 2026 anImals

poddock/ jockeys quarters receiving barn an off-track betting facility nine-furlong one and one-

quarter mile sloping turf chute and ancillary structures Parking for the improvements is provided by

large paved surface lots The land area comprising lust the grandstand clubhouse paddock area

and infield is estimated at approximately 60 acres

Note that while the racetrack is high profile prestigious operating entity revenues and attendance

have been declining for many years part of the long term decline of the horseradri industry It is

now per our client .. not profitable and is cash flow
negative ...

The Excess Commercial Land Component is now primarily parking lots unused due to the long time

decline in on-track wagering and attendance It is located on the south side of the site adjacent to

neighboring regional mall letter of intent has been signed for its development on joint venture

basis with malor and very successful developer of retail-entertainment complexes The City of

Arcadia is

very positive regarding the concept and has approved the project There is however strong

opposition from the neighboring retail mall owner with litigation

The street address of the site is 285 West Huntington Driye Arcadia California 91007 The subject is

more fully described legally and physically within the enclosed report

OWNERSHIP AND PROPERTY HISTORY

Title to the sublect property is vested in Santa Anita Land Holdings LLC

Title was acquired by corporation grant deeds recorded May 2010 10-607569 and -607570

The first transfer from The Santa Anita Companies Inc to MI Developments US Financing Inc is



SANTA ANITA PARK AND SURPLUS LAND INTRODUCTION

identified on the deed as .. conveyance in furtherance of confirmed bankruptcy plan of

reorganization ... The second transfer from Ml Developments US Financing Inc to Santa Anita

Land Holdings LLC is identified as name change oniy

Title was previously vested in The Santa Anita Companies which had acquired title as 234567

Development Inc on December 11 1998

It is our understanding thot Santa Anita Companies Inc was wholly owned subsidiary of Magna

Entertainment Corporation MEC

Magna Entertainment Corporation is controlled by Ml Developments real estate operating company

the client of this report

The
property has not been offered for sale since acquisition We are not aware of any purchase

agreements involving the
property over the past three years There hos- been at least one unsolicited

offer which ownership did not respond to

The property was operated under bankruptcy due to the Chapter 11 bankruptcy filing in March of

2009 of Magma Entertainment Corporation As result of this filing the subject track was scheduled

to be sold through bankruptcy court auction during the first quarter of 2010 This sale did occur in

May of 2010 It is our understanding that the new ownership is to an extent affiliated with the prior

ownership

DATE OF VALUE

The date of value used in our analysis was May 2010

DATE OF INSPECTION

The primary date of inspection for
purposes

of this appraisal was May 14 2.010

DATE OF REPORT

The d.ute of report is the date indicated on the letter of transmittal

PURPOSE OF THE APPRAISAL

The purpose of this appraisal is to estimate the as is market value of the fee simple interest The

existing racetrack operation the going concern is not profitable and is cash flow negative As

result closing of the racetrack over the next several years is probable with an entitlement process

following to allow redevelopment of the racetrack portion 216.74 acres of the site The appraisal

reflects these factors

INTENDED USE AND USER OF THE REPORT

This appraisal is for use by the Client its auditors Ernst and Young and securities regulators for

internal analysis and reporting purposes

1GCR.d



SANTA ANITA PARK AND SURPLUS LAND INTRODUCTION

DEFINITION OF MARKET VALUE

Market value is defined as follows

The most probable price which property should bring in competitive and open market under all

conditions requisite to fair sale the buyer and seller each acting prudently and knowledgeably and

cissurning the price is not affected by undue stimulus Implicit in this definition is the consummation of

sale as of specified date and the
passing of title from seller to buyer under conditions whereby

buyer and seller are typically motivated

both parties are well informed or well advised and acting in what they consider their own best

interests

reasonable time is allowed for exposure in the open market

payment is made in terms of cash in U.s dollars or in terms of financial arrangements

comparable thereto and

the price represents the normal consideration for the property sold unaffected by special or

creative financing or sales concessions granted by anyone associated with the sale

PROPERTY RIGHTS APPRAISED

This appraisal applies to the fee simple interest

We hove excluded consideration of the lease dated June 1998 to Oak Tree Racing Association

and of any other leases or operating agreements affecting the
property The Oak Tree lease has

been terminated

DEFINITION OF FEE SIMPLE ESTATE

The term fee simple estate as used in this report is defined as follows

Absolute ownership unencumbered by any other interest or estate subject only to the

limitations imposed by the governmental powers of taxation eminent domoin police

power and escheat Appraisal Institute The Dictionary of Real Estate Appraisal Third

Edition Chicago Illinois 1993 pg 140

APPRAISAL DEVELOPMENT AND REPORTING PROCESS/SCOPE OF THE APPRAISAL

The subect property consists of two components vacant 85-acre Excess Commercial Land

Component and 21 6.74-acre Racetrack Residential Land Component

The definition of market value is tdken from The Office of the Comptroller of the Currency under 12 CFR Part 34 Subpart

Appraisals 434.42f August 24 1990

CZ1OCRI.dF.
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Excess Commercial Land component

The Excess Commercial Land Component is valued using the sales comparison approach based on

current sales and sales negotiations for large commercial land sites in the Greater Los Angeles and

Southern California area

Racetrack Residential Component

As on operating racetrack at date of value the status of the racetrack industry and its decline

particularly in California is specifically described

Based on the assumption that the going concern value is no longer viable highest and best use for

the Racetrack Residential Component would be to close the racetrack and begin the approval

entitlement process allowing redevelopment of this portion of the subject site As discussed

redevelopment of this component of the site would be low density high-end residential

We have utilized the sales comparison approach to value using sales and sales negotiations for large

land residential sites in the region to estimate the market value of the Racetrack Residential

Component as if vacçitit with the racetrack closed

We have also used residual approach relative to the Racetrack Residential component assuming it

to be vacant with the track closed

The Racetrack Residential Component is however improved with an existing operating racetrack in

high profile historic architecturally significant structure Its redevelopment will require complicated

expensive and contentious process It is clear that it will be
necessary to continue the racetrack

operation for some time due both to ongoing operating agreements and to protect the existing

entitlement process for the Excess Commercial Land Component

To achieve the estimated land value for the component as if vacant and available for residential

development it is necessary to adjust for and investigate the following factors

reasonable approximation of the cost and time to close the track demolish the

structures and proceed with the final entitlements This would include legal

environmental impact lobbying public relations and possibly electoral costs

An estimate of the amount of the existing structures required to be preserved and the

portion of the site required to be dedicated to the preserved structures and other public

use

Demolition costs for the portion of the structures to be demolished and

discount rate for the risks and time to achieve the vacant status

Each is discussed in this appraisal each is very subjective in nature

In addition we have provided ci secondary analysis based on discounted cash flow model located in

Addendum at the end of this report
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EXPOSURE/MARKETING TIME

Appraisal guidelines require an estimate of reasonable time period in which the subject property

could be brought to market and sold This time frame can be examined either historically or

prospectively In historic analysis this is referred to as exposure time exposure time preceding the

date of value with the underlying premise being the time property would have been on the market

prior to the date of value such that it would sell at its appraised value as of the date of value On

prospective basis the term marketing time is most often used In reality exposure and marketing time

overlap greatly

We have relied primarily on marketing time information from the PricewaterhouseCooper Korpacz

Inc Notiona/ Investor Surtey as shown below

EXPOSURE TIME INFORMATION

Data Source

PricewaterhouseCooper Korpacz All National Markets

Second Qtr 2010 5.86 to 10.20 814
Fourth QIr 2009 6.3S to 10.50 9.75

The two surveys show minor increasing trend for marketing and exposure times over the past six

months but are still well above times prior to 2008 The capital markets are still unsettled pushing

both times outward Moreover the subject property but its size prominence and history is complex

and difficult

Conclusion Exposure/Marketing Time

Based on this we have concluded an exposure/marketing time of 12 months or less would be

considered reasonable for the subject property

SPECIFIC/EXTRAORDINARY ASSUMPTIONS

Land areas were taken from an ALTA/ACSM Title Survey dated 10/27/99 Job No 99088

prepared by Patrick Ray Mercado of EKN Engineering Inc Licensed Land Surveyor No 6382

It is assumed that the subject site and improvements are free and clear of any significant or

abnormal toxic materials or environmental hazards

All
existing leases are understood to be between related parties and are excluded from

consideration in this appraisal the Oak Tree Racing Association Iee dated June 1998 is

understood to be terminated

Included in the subject appraisal is 85.00 acres of surplus or excess land identified as the Excess

Commercial Land Component Prior and ongoing joint venture ground lease development

and other agreements with the Caruso group effecting this area are considered evidence of

ExposureTirne Months
Range by type Averaae

lOCtd
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highest and best use of this area but are not considered as part of the legal rights effecting this

appraisal

The larger portion of the subject properly is the Racetrack Residential Component It has been

valued based on the specific extraordinary assumption that per our client the existing raceirock

operation the going concern .. is not profitable and is cash Flow negative ... As ci result

closing of the racetrack over the next several years is probable with an entitlement
process

following to allow redevelopment of this portion of the site CBRE has iI reviewed the actual

racetrack operating statements as part of this appraisal As discussed later in this report this lqck

of profitability is an industry wide condition

It is further assumed also an extraordinary assumption that with reduced capital costs the track

can be operated on revenue neutral basis for several years As result no interim income or

negative holding costs are attributed to the existing racetrack as going concern

The subject improvements are historic and architecturally significant prior relatively minor exterior

remodeling has been very contentious It is clear that preservation of much of the historic

structure and of the oak trees will be required It is also clear based on the redevelopment

approvals at other racetracks and major residential proects thot substantial open space/public

facility dedications will be required additional to normal streets and utility infrastructure

Building areas were taken from cost study dated January 10 2002 by Frank McGee

copy is retained in our files Note that this study included detailed onsite measurement of the

subject improvements by Mr McGee

An extraordinary assumption is defined as .. as assumption directly related to specific

assignment which if found false could alter the appraisers opinion or conclusions 2010-2011

USPAP pg U.3 and U.18

IockdE7i k.



SANTA ANITA PARK AND SURPLUS LAND LOCATION ANALYSIS

LOCATION ANALYSIS

The subject property is located in the city of Arcadia Arcadia is in the northwest portion of the San

Gabriel VaUey

SAN GABRIEL VALLEY

Location

The San Gabriel Valley is an inland area of Los Angeles County extending east from La

Canada/Flintridge to Pomona Its general boundaries are the Angeles National Forest to the north

the Foothill Freeway lnterstte 210 to the east the Pomona Freeway State Route 60 to the south

and the Long Beach Freeway Interstate 710 to the west Included in this area are the cities of

Pasadena Alhambra Monterey Park Arcadia El Monte South El Monte Baldwin Park Covina West

Covina Pomona La Puerite City of Industry Walnut and Diamond Bar The San Gabriel Valley is

largely suburban both in terms of its development and employment

The economic characteristics and overall desirability of the individual cities/communities vary widely

in general the more desirable areas are located in the southern and northern portions of the San

Gabriel Valley in the foothills of the Santa Monica Mountains to the north and the China Hills to

the south

..d
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Transportation

The San Gabriel Valley is served by six primary freeways Three are primarily east-west the Foothill

Freeway Interstate 210 the San Bernardino Freeway Interstate 10 and the Pomona Freeway State

Route 60 The Foothill Freeway does change to north/south direction at the city of San Dimas

extending south to the San Bernardino Freeway This freeway primarily serves the foothill areas of the

San Gabriel Mountains The San Bernardino and Pomona Freeways provide access to downtown Los

Angeles to the west and the Inland Empire San Bernardino and Riverside Counties to the east

North/south freeways serving the San Gabriel Volley are the Long Beach Freeway Interstate 710 the

San Gabriel River Freeway Interstate 605 and the Orange Freeway State Route 57 Overall the

San Gabriel Valley is well served by area freeways with its central location facilitating good access

The Los Angeles International Airport provides primary air transportation to all of Los Angeles Counly

This airport is located in West Los Angeles approximately 24 miles southwest of the San Gabriel

Valley Additional air transportation is provided by the Ontario International Airport in the western

portion of San Bernardino County and the Burbank/Glendale/Pasadena Airport in the eastern portion

of the San Fernando Valley

Rail freight service Is available throughout the San Gabriel Volley Passenger rail service is available

via the Metrolink line between Union Station in downtown Los Angeles and the city of San Bernardino

Metrolink Stations in the Son Gabriel Valley are located in the cities of El Monte Baldwin Park

Covina and Pomona second Metrolink line runs between Union Station and the
city

of Riverside

with station in the City of Industry

More recently new light rail passenger system the Gold Line has opened conneding from

Union Station in Downtown Los Angeles to Pasadena extending east along the Foothill Freeway to the

east side of Pasadena Future extension to the east is planned

Development Trends

Prior to World War II the San Gabriel Valley was primarily bedroom community serving

employment centers in the central Los Angeles area The eastern and southeast parts of the VaiJey

were agricultural in nature In the post World War II period the economic expansion within Los

Angeles County facilitated change in the San Gabriel Valley from bedroom community and

agricultural area to major population and employment center

General Economic Overview

The San Gabriel Valley although suburban in nature is characterized by relatively strong existing

industrial office and commercial retail base both in terms of employment and land use

development Each of these sectors is discussed below

Industrial employment was historically characterized by several large generally aerospace-related

manufacturers and number of smaller subcontractors These firms were largely located aiong the
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San Bernardino and Pomona Freeway corridors Due to increased costs environmental constraints

and defense cutbacks many larger manufacturers downsized or left the area in the early 1990s In

turn smaller manufacturers have been adversely impacted due to this loss of customers As result

industrial development has shifted to more warehouse/distribution users This is particularly true in the

southern portion of the San Gabriel Valley in the cities of South El Monte City of Industry and La

Puente Warehouse/distribution users have been attracted to the area by the good access afforded by

the freeway network

Office development in the San Gabriel Valley has historically been limited However in the 970s

and 980s significant new office construction occurred particularly in the western portion of the San

Gabriel Valley Government and quasi-governmental agencies dominate office occupancy There is

also strong pattern of tenancy by large service firms who shifted back office operations to the Valley

for cost reasons and in order to be closer to their employees The primary areas developed with office

space are along the major freeways serving the area the Foothill Freeway the San Bernardino

Freeway and the Pomona Freeway

Despite its significant industrial and office base the San Gabriel Valley is primarily residential area

The residential base first developed due to residents commuting to employment centers such as

downtown Los Angeles This development originally occurred in the western San Gabriel Valley

moving in an eastward direction as demand increased and availability and affordability decreased

More recent trends have indicated redevelopment of existing single and multi-family properties to

higher density uses This is particularly true for the cities in the western San Gabriel Valley

Owing to its predominant residential nature retail development in the San Gabriel Valley is well

diversified Retail development is generally on relatively small scale geared to serving the local

population Most cities in the San Gabriel Valley have sufficient retail base to satisfy local and

community needs There are three regional malls serving the area with numerous community-

oriented destination stores such as Target Sears Home Depot etc throughout the San Gabriel

Valley

CITY OF ARCADIA

The city of Arcadia is baited in the northwest portion of the San Gabriel Valley It is bounded by the

city of Sierra Madre and the Los Angeles National Forest to the north the city of Monrovia and an

unincorporated portion of Los Angeles County to the east an unincorporated portion of Los Angeles

County and the city of Temple City to the south and the city of Temple City an unincorporated

portion of Los AngeJes County and the city of Pasadena to the west

Arcadia is primarily an upper income residential area Commercial development is generally limited

to several primary arterials These include Huntington Drive Duarte Road Las Tunas Drive/Live Oak

Avenue Baldwin Avenue and Santa Anita Avenue
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Demographic Trends

We have ordered demographic report for the city of ArcOdia from Ckiritas Inc Data from this

report along with comparison to Los Angeles County is summarized in the following chart

SELECTED NEIGHBORHOOD DEMOGRAPHICS

285 Huntington Dr Radius 1.0 Radius 3.0 Los Angeles

Arcadia CA Mile Miles County

Population

2014 Population 14616 181762 10654722

2009 Populatkn 13588 171735 10154857

2000 Population 11984 157773 9519338

1990 Population 10833 147920 8863128

Growth 2009 2014 7.57% 5.84% 4.92%

Growth 2000- 2009 13.38% 8.85% 6.68%

Growth 1990 -2000 10.62% 6.66% 7.40%

Households

2014 Households 5579 64123 3436457

2009 Households 5246 61142 3291970

2000 Households 4747 57432 3133774

1990 Households 4477 55858 2989542

Growth 2009 2014 6.35% 4.88% 4.39%

Growth 2000-2009 10.51% 6.46% 5.05%

Growth 1990 2000 6.03% 2.82% 4.82%

2009 Median HH Inc $63062 $68406 $5642
2009 Estimated Average Household Income $91047 $93289 $77484

2009 Estimated PerCapita Income $35436 $33439 $25399

2009 Median Value of all Owner-Occ HUs $719633 $638587 $467274

Age 25 College Graduates 2000 3846 39981 1462389

Age 25 Percent College Graduates 2009 38.7% 33.3% 22.6%

Source CBRE

As indicated the historical and propected population growth rates in the city are above the

corresponding figures for Los Angeles County overall Most pcpulation growth in the city has and will

occur through the redevelopment of older residential buildings having diminished functional
utility to

higher density structures The mediab age in the city is substantially higher than Los Angeles County

overall and the average household size in Arcadia is smaller These factors would indicate larger

number of singles childless couples and/or empty nesters

Both the median household income and median family income in the city are substantially above Los

Angeles County overall Combined with its smaller household size the citys per capita income is far
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above the County average Arcadia is significantly more affluent compared to Los Angeles County

overall

Accessibilily

Arcadia has good regional access The Foothill Freeway Interstate 210k bisects the city in an

east/west direction It is mcjor traffic route through the northern portion of the San Fernando and

San Gabriel Valleys The San Gabriel River Freeway Interstate 605 is just over three miles east of the

city limits This freeway runs in north/south direction between the Foothill Freeway and the city of

Long Beach Via these freeways most other freeways in the region can be dccessed

Major east/west streets include Foothill Boulevard Huntington Drive Duorte Road and Las Tunas

Drive/Live Oak Avenue
Primary north/south streets include Baldwin Avenue and Santa Anita Avenue

The community has local and regional bus service Air transportation is available at the Burbank

Airport and Los Angeles International Airport

Land Use

The city of Arcadia encompasses approximately 11 .38 square miles or 7296 acres Approximately

4000 acres is zoned for residential development This is the dominant land use in the city land

use summary from the General Plan is shown in the following chart

LAND USE SUMMARY

Acres of TotalCategory

Resdential

Sihgle-Family Residential

Multi-Family Residential

Subtotal

Commercial

Mixed Use Commercial

Horse Racing

Industrial

Public Facilities

Non-Classified

Totals

Source Arcadia General Plan

395.4 6.8%

40.3 0.7%

317.1 5.5%

194.6 3.4%

768.8 13.3%

76.4 1.3%

5793.8 100.0%

The figures in the chart reflect net land area excluding public streets etc and are somewhat lower

than the gross area shown earlier Included in the 768.8-acre Public Facilities classification are the

127-acre Arboretum of Los Angeles County and 187-acre Los Angeles CoUnty park In total the

city has 19 parks and recreation centers There are 20 public and private educational facilities in the
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city Two other notable facilities are the Santa Anita Park horse racing track and the Westfield

Shoppingtown Arcadia formerly the Santa Anita Fashion Park major enclosed regional mall

Government Services

Arcadia is charter city governed by five-member elected City Council Actual day-to-day

operation is by an appointed city manager Most local government services are prpvided by the city

including police fire street maintenance sewers water services building inspedion and land use

controls

Public education is provided by the Arcadia Unified School District with six elementary schools

kindergarten through 5th grade three middle schools 6th grade through 8th grade and one

comprehensive high school 9th grade through 12th grade Total enrollment is approximately

10000 It is one of the best-rated public districts in California It is significant attraction for new

residents to the city

Water and sewer services are provided by the City of Arcadia gas service is provided by Southern

California Gas Company nd electric service is provided by Southern California Edison

Economic Base

As stated Arcadia is primarily residential community However the city does have number of

industrial/research and development employers These employers as well ds industrial and office

employers in the adjacent cities of Pasadena and Monrovia provide employment opportunities for city

residents Major industrial groups in the city and adjacent areas include electronics aerospace

research and development and computers and related engineering services Another significant

employer is the Westfield Shoppingtown Santa Anita regional mall list of major employers is

summarized below
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MAJOR EMPLOYERS

Company Name Product/Service Employment

Manufacturing

Suspended Seating Furniture 155

J.T Posey Co Medical Supplies 130

Autronics Electronics 94

Owl Rock Products Concrete Rocks Asphalt 75

Relton Corporation Drill Bits 48

Cal Western Termite Pest Control 40

Non-manufacturing

Santa Anita Racetrack Horse Racing 1600
Arcadia Methodist Hosp Health Care 1250

Vons Corp Headquarters Grocery Sales Admin 930

Arcadia United School Dist Education 690

City of Arcadia City Government 314

Pavilions Grocery Store Retail Grocery Sales 249

Source Arcadia Chamber of Commerce

The subject Santa Anita Park is the largest tax
payer

in the city

Arcadia Residential Values Compared to Countywide

The DataQuick service provides data on sales prices for existing single-family residences by ZIP code

Using this specific data for the western half of the city of Arcadia ZIP code 91007 the area around

the subject over the past six years is as follows

MEDIAN SINGLE-FAMILY RESIDENTIAL SALE PRICES ARCADIA ZIP 91007 vs COUNTYWIDE

Arcadia Zip 49 1007 LA County

Time Period Sales Price Change Sales Puce Change
Calendar 2001 $430000 N/A $232000 N/A
Calendor2002 $520O0 215% $274000 17.9%
Calendar2003 $597000 13.7% $303000 20.9%
Calendar 2004 $656000 5.4% $412000 24.8%
Calendar 2005 $834000 17.5% $495000 20.1%
Calendar200ó $920000 10.3% $541000 9.3%
Calendar 2007 $898000 -2.3% $560000 3.7%
Calendar2008 $918000 2.1% $400000 -28.6%

CalØndar2009 $902000 -2.4% $315000 -16.8%

Source DataQuick Services various date

Most significantly the
prices in Arcadia are far higher than the countywide medians and Arcadia

house prices declined only marginally compared to countywide during 2007-2009 Overall the

recent sales data shows clear trend of moderate price declines in Los Angeles Countys more

affluent neighborhoods such as the subject zip code and areas such as Malibu/Beverly Hills/West

Hollywood/San Marino with the vast majority posting steep declines

13
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NEIGHBORHOOD ANALYSIS

Immediate Surroundings

The subject property has frontage on the east side of Baldwin Avenue the west side of Colorado

Place and the north side of Huntington Drive Baldwin Avenue is primary north/south arterial It

has full interchange with the Foothill Freeway lnterstcte 210 one-quarter mile north of the subject

Huntington Drive is primary east/west arterial in the northwest San Gabriel Valley Colorado Place

is northwest/southeast extension of Colorado Street/Boulevard primary east west arterial in the

northwest San Gabriel Valley It terminates at its intersection with Huntington Drive the southeastern

boundary of the subject

Adjacent to the North and East

Adjacent north of the subject is good quality somewhat older single-family residential neighborhood

that extends north to Colorado Street As described median home prices in this zip code are now

over $1 000000 almost double prices countywide In this area Colorado Street parallels the south

side of the Foothill Freeway with no development on the north side of the street North of the freeway

are residential neighborhoods bisected by Foothill Boulevard primary east/west arterial in the

northern portion of the San Gabriel Valley

14
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The eastern boundary of the subject extends to Colorado Place The east side of the street has multi

family residences transitioning to single-family residences on secondary and tertiary streets and some

small-scale commercial development This includes two older small independent motels restaurant

and three-story office building owned/occupied by Parsons Corporation at the intersection of

Colorado Place and Huntington Drive Commercial land uses continue on the north side of

Huntington Drive to its intersectiQn with Santa Anita Avenue just over one-quarter mile east of the

subject East of Santa Anita Avenue is the downtown Arcadia commercial district This district

continues to the eastern bpundary of the city at 5th Avenue one mile east of the subject

Adjacent South and Southeast

On the southeast side the subject site fronts on Huntington Drive There is 2.82-acre site in the

central portion of the subjects Huntington Drive frontage under separate ownership and improved

with small medical office building Huntington Drive is divided roadway along its frontage with

the subjed between HlIy Avenue and lust east of Colorado Place In this approximate three-

quarters of mile stretch of Huntington Drive the area between the east and westbound traffic lanes

is improved with the Chamber of Commerce the Methodist Hospital Southern California the

Arcadia Civic Center government offices police station etc small recreation area an older small

independent motel and lounge at the intersection of Colorado Place and Huntington Drive The

Methodist Hospital is major facility with 450-beds and 000 plus employees

Along the southern side of the eastbound roadway is large 7-acre Los Angeles County Park

This pork includes the Santa Anita Golf Course long established 8-hole public course numerous

sports fields tennis courts bocce courts etc The County Park continues east to Santa Anita Avenue

and south to Campus Drive

Ahutting Wesffield Shopiintown Mall Southwest and West Adjacent Uses

Adjacent southwest of the subject Site is the Westfield Shoppingtown Santa Anita formerly the Santa

Anita Fashion Park This is 922000-square-foot two-level enclosed regional mall anchored by

J.C Penney Macys Nordstrom and Robinsons-May

major expansion was completed in late 2004 on the east side of the mall site adjacent to the

Santa Anita Park This expansion includes Borders bookstore an AMC Theater complex and 30

specialty stores and restaurants The addition faces away from the subject property separated by

service road and fence It appears designed to exclude any realistic opportunity for integration or

cross-marketing with the sublect property

Another expanstori of approximately 10000O square feet has been approved and is now in the

underway

Relations between the ownership of the Westfield Mall and Santa Anita have long been strained

There has been lengthy litigation over title to 2.6-acre strip of land between the two with the court
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eventually finding for Sonta Anita More importantly Westfield is very active in opposition to the

proposed re-use of the 85 acres of excess land on Santa Anita now used as parking described later

in this report

The Westfield Shoppingtown Santa Anita parallels the entire southwest boundary of the subject site

extending to the northeast corner of Baldwin Avenue and Huntington Drive The remaining corners of

this intersection are improved with small-scale commercial uses Similar uses continue south along

Baldwin Avenue West of the intersection development on Huntington Drive transitions to multifamily

residential development with neighborhood shopping center Michillinda Avenue the Arcadia city

limits

West West of Baldwin Avenue

The west boundary of the subject is Baldwin Avenue malor north-south route providing direct

connection to the Foothill 1210 Freeway to the north and to the San Gabriel 110 Freeway to the

south

The west side of Baldwin Avenue across from the subject is improved with The Arboretum of Los

Angeles County This properly extends south from the Foothill Freeway/Colorado Street to Hugo Reid

Drive It encompasses 127 acres

South and west of the Arboretum are high quality single-family residences Included here is large

529 home neighborhood known as the Village

Conclusion Immediate Neighborhood

Overall the subject neighborhood is built-out although with significant open space properties

Residential development is high quality single-family There is cluster of large scale

projects/properties in the immediate area including the subject Santa Anita Pork The Arboretum of

Los Angeles County the Westfield Shoppingtown Santa Anita and large- Los Angeles County park

Also significant in the area is hospital and the Arcadia Civic Center There has been limited recent

construction in the orea other than the current expansion of the abutting mall The neighborhood is

generally considered stable and desirable pattern expected to continue over the next several years
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THE RACETRACK/HORSERACING INDUSTRY IN CALIFORNIA

The raceirack/horseracing industry is in long term decline nationwide and particularly in California

From the 93Os through most of the 960s horseracing generally at the track was in most areas

the only form of legal gambling During this time period horseracing competed with professional

baseball as the most popular sport in the country The expansion of legal gambling starting with

state sponsored lotteries and legalized casinos in Atlantic City in the 1970s destroyed this near

monopoly The trend has accelerated particularly sincethe 990/s with Indian gclming Attempts to

salvage the situation by allowing off track betting on horsercicing have slowed the decline in total

betting on horseracing but at The expense of racetrack attendance Extensive tatisticaI data and

numerous news articles including most recently in The Economist July 10 2010 and earlier articles

in the Los Angeles Times document this trend

California is particularly affected by this trend due to the prevalence of Indian gaming in the state and

its relatively high land prices

Until recently there were five thoroughbred tracks including the subject in the state all located in

urban areas all built between 933 and 1941 and all occuying 200 acre sites Of these one

Bay Meadows in San Mateo is closed another Hollywood Park in lngtewood in the Los Angeles

metropolitan area is approved for redevelopment grid expeded to close

Hollywood Park has also had to cancel race days due to lack of racehorses declining belting results

in declining purses resulting in reductions in the number of racehorses

Two of the three remaining racetrocks Goldengate and the subject Santa Anita are part of larger

2009 bankruptcy by what was the largest racetrack operator in the United States The remaining

California thoroughbred track Del Mar is located on state owned land

Overall conditions are summariied in the Report of the Chairman in the most current Annual Report

of the California Horse Racing Board in horse racing costs exceed revenues This is

specifically the situation with the subject faciIily
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SHAPE AND FRONTAGE

The subject site has an irregular shape The site has approximately 879 feet of frontage on the east

side of Baldwin Avenue 2726 feet of frontage on the southwest side of Colorado Place and 13103

feet of frontage on the north side of Huntington Drive

TOPOGRAPHY AND DRAINAGE

The site has downward sloping topography from northwest to southeast It is approximately 10 to

20 feet below grade along its Baldwin Avenue frontage and is at grade along its Colorado Place and

Huntington Drive frontages The north portion is somewhat above grade low hill No obvious or

significant drainage problems were noted during our property inspection However we are not

qualified to comment on the adequacy of the site drainage It is formal assumption of this report

that the ife drainage is adequate

SOILS

No soils reports were made available as part of this assignment No obvious soils problems in the

form of uneven foundation settlement or excessive cracking were observed during our inspection of

the subject site or existing improvements In the absence of soils report we assume the soils are of

sjfficient load bearing capacity to support the existing improvements and/or redevelopment of the site

to ifs highest and best use

TREES

There are significant number of oak trees along the north hillside strip of the site These are

legally protected growth per Chapter of the Arcadia municipal code

UTILITIES AND SERVICES

All utilities necessary to sUpport development on the subject site are in-place with services connected

to the existing buildings All utilities are assumed to have an adequate capacity to support the existing

improvements and/or redevelopment of the site to its highest and best use Electricity is provided by

Southern California Edison and natural gas is provided by The Gas Company Both have been

subject to rate increases experienced by other regional providers

STREETS

BALDWIN AVENUE is primary north/south arterial quarter mile north of the sublect it crosses

The Foothill 1-210 Freeway with on- and off-ramps The street is dedicated to width of 100 feet It

has Iwo lanes of traffic in each direction with left turn lanes at intersections and commercial

driveways Traffic lanes are separated by landscaped center median Street improvements include

asphalt paving concrete curbs gutters ond sidewalks and streetlights On-street parking is not

permitted

HUNTINGTON DRIVE is primary east/west northeast/southwest arterial In the vicinity of the

subject the street is dedicated to width of 185 feet narrowing to 80 feet when it becomes divided
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roadway It has three lanes of traffic in each direction with left and nghl turn lanes at intersections

Traffic lanes are separated by wide landscaped center median Street improvements include asphalt

paving concrete curbs gutters and sidewalks and streetlights On-street parking is not permitted

COLORADO PLACE is primary/secondary north/south northwest/southeast arterial In the vicinity

of the subject the street is dedicated to width of 80 feet It has two lanes of traffic in each direction

with left and right turn lanes at intersections Traffic lanes are separated by landscaped center

median Street improvements include asphalt paving concrete curbs gutters and sidewalks and

streetlights On-street parking is not permitted

The Baldwin Avenue and Colorado Place intersections with Huntington Drive are regulated by traffic

signals There are additional signalized entrances to the subject site along all three frontage streets

ACCESS

Vehicular access to the site is provided by curb cuts on all three frontage streets Local access to the

site is via all three frontage streets Pedestrian access is by public sidewalks along the sites street

frontages Freeway access is provided by the Foothill Freeway Interstate 210 The freeway is one-

quarter mile north of the site with full interchange at Bldwin Avenue

EASEMENTS AND ENCROACHMENTS

The ALTNACSM Title Survey provided indicates that the subject site benefits from three non-exclusive

access easements on adjacent properties One easement is on Baldwin Avenue allowing shared

access from the mall site with the other two on Huntington Drive allowing shared access from the

molt site and non-owned site improved with small office building Both Los Angeles County

Assessors maps and the ALTkIACSM Title Survey indicate there are two flood control easements on

the site In the Los Angeles County Assessors maps the total area of the flood control easements is

2.85 acres

We have reviewed prior title insurance report for the subject site prepared by First American Title

Insurance Company dated March 15 2001 This report does not indicate any other atypical

easements encroachments or private restrictions that would have an adverse or positive impact on

the property Other than as noted our inspection of the subject revealed no obvious easements or

encroachments It is formal assumption of this report that there are no title issues that negatively or

positively impact the use marketability or value of the subject site

COVENANTS CONDITIONS AND RESTRICTIONS

There are no known covenants conditions and restrictions CRs impacting the subject site

NUISANCES AND HAZARDS

Flood Hazards

.A review of the flood insurance map covering the subject sites issued by the Flood Insurance Agency

of the United States Deportment of Housing and Urban Development indicates the entire city of
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Arcadia is located in Zone flood hazard area Zone is described as an unstudied area where

flood hazards are undetermined but flooding is possible Flood insurance is not required The
city

does not participate in the Federal Emergency Management Ad FEMA flood insurance program

The city and subject site are on Community Pane No 065014 This panel was rescinded in

September 1984

Seismic Hazards

The subject site is not located in an Alquist-Priolo Special Studies Zone as defined by the California

Deportment of Conservation Division of Mines and Geology Whereas all of Southern California is

subject to seismic- hazards1 Aiquist-Priolo Special Studies Zones were established to designate more

potentially hazardous areas Noting this there is known fault in the northern portion of the site

Toxic Hazards

We hove not been provided with any environmental reports for the subject site During our inspection

of the subjed property we did not observe the improper use or storage of potentially hazardous

materials It is formal assumption of this report that the subject soils and ground water are free from

hazardous mqterials and/or contamination Should these conditions exist we reserve the right to

amend our appraised value taking any remediation costs into consideration

SUMMARY

The subject largr site encompbsses 301 .74 acres It consists of two Los Angeles County Assessors

parcels By virtue of its size the physical characteristics of the site are atypical for the area The site

has adequate -street exposure arid access to support development All utilities are available There

are no known adverse physical factors that would prevent the site from being developed to its highest

and best use as if vacant or adversely impact the existing use of the site
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ZONING AND LAND USE ISSUES

The subject property is subject to existing zoning regulations and local government planning Due to

its size and prominence any new use of the site is

very contentious political issue

Under zoning the northern and southern
portions

of the site are designated R-l with the remainder

of the site zoned S-i Special Use zone specific to the subject site and use

Under the General Plan the northern portion of the site is designated Horse Racing the southern

portion is designated Commercial The 85 acres of excess land designated as the Caruso Joint

Venture Development parcel is part of the southern Commercial designated area

Distind from the General Plan is the actual zoning The site is zoned R-1 and S-i Only the S-i zone

is consistent with the HR Horse Racing General Plan designation Zoning and General Plan maps

are shown on the following pages To some extent the zoning and General Plan are in conflict

ZONING

The general requirements of the S-i and R-1 zones are summarized in the following chart

ZONING SUMMARY

General Provisions Requirement

Current Zonirtg S-i Special Use and fl-i Residential City of Arcadia

Uses Permitted The S-i designation encompasses most of the site This zone was

established specifically for the subject site It allows daytime horse

racing satellite horse racing turf clubs other equestrian activities

breeding raising training and sale horse and dog shows

conventions picnics dancing sporting activities/events and motion

picture production Prior to May 1999 residential uses were also

permitted

The R-1 zone is in two sections One encompasses the northern

portion of the site part of the racetracks site Another section is

located at the south side of the site and encompasses part of the

surplus land

The R-1 zone allows single family residential development with

minimum lot size of 7500 square feet

Source City of Arcadia Planning Department



SANTA ANITA PARK AND SURPLUS LAND ZONING AND LAND USE ISSUES

24

ZONING MAP



SANTA ANITA PARK AND SURPLUS LAND ZONING AND LAND USE ISSUES

The S-i tone specific to the subject site is described in more detail below together with the city

parking requirements

ZONING SUMMARY S-i ZONE
Development Standards S-i Zone Requirements

Maximum Floor Area Ratio None

Maximum Site Coverage Ratio None

Front Yard Setback None

Rear Yard Setback None

Side Yard Setbacks None

Other Setbacks Other than service stations any improvements must be set bock at

least 150 feet from Huntington Drive Horse stables must be set

back at least 250 feet from any public streets

Height Limit None

Parking City
of Arcadia parking requirements vary by use

Professional office uses 4.0 spaces per 1000 square feet

Medical office buildings and financial institutions 6.0 spaces per

1000 square feet

Retail uses 5.0 spaces per 1000 square feet 4.75 spaces per 1000

square feet for regional malls

Restaurants 10.0 to 20.0 spaces per 1000 square feet

Hotels .2 spaces per guestroom with additional parking for

ancillary uses

Places of assembly 1.0 space for each five fixed seats or one space

per 35 square feet of floor area in the seating area

Single-family residences wo enclosed spaces per home plus one
enclosed space for five or more bedrooms

Other Zoning effectively limits the hours of operation for horse racing

between 800 a.m and 600 p.m with only limited uses and/or

special events allowed outside of these hours

Source City of Arcadia Planning Department

GENERAL PLAN

As indicated the current zoning is not fully in conformance with the citys General Plan General law

cities in California are required to bring zoning in conformance with their general plan Arcadia is

charter city and does not have this requirement

The General Plan as it relates to the subject was last amended in September of 1996 This

amendment was reportedly triggered by large-scale commercial project proposed for the southern

portion of the site The actual zoning ordinance was never changed the project did not move beyond

preliminary design stages
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GENERAL PLAN MAP
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LAND USE HISTORY

Overview

The subject property is long established as significant culturgl and historical icon in the city of

Arcadia It is also the largest local fax payer The property is one of two thoroughbred horse racing

tracks in Los Angeles County and three in Southern California

Attendance has been in decline for decades reflecting industry wide trends Prior and current

ownerships have proposed to develop he southern portion of the site with retail/commercial project

that would increase the overall property returns and local taxes The city recognizes the problem of

the declining attendance

Prior Redevelopment Proposals

In the early 990s under the old General Plan the prior ownership of Santa Anita proposed

500000-square-foot entertainment retail project for the southern portion of the site The project

drew substantial local opposition and the owner agreed to much smaller project approximating

500000 square feet This was followed by several changes in ownership partial and full During

this time no progress was made on any retail/commercial development on the site

In September2000 the then ownership submitted Draft Specific Plan including both improvements

and new construction The plan also designated 6U425 square
feet of commercial/entertainment

and office uses to be located in the southern portion of the site including 68511 -square-foot

multiplex theater l97566 square feet of retail space 1O31 square feet of fast food restaurant

space 44000 square feet of sit down restaurant space 20000 square feet of non-ticketed

entertainment and 271957 square feet of office space.

This Draft Specific Plan was rejected by the city as being too vague In particular the City objected to

the component relocating some stables closer to neighboring residential areas This Plan was

subsequntly withdrawn

In the interim ownership of the subject created an uproar by adding Io elevators to the exterior of

the grandstands These were apparently approved by the building department without Planning

Department review They are widely considered to be blight on the original design The elevator

construction brought the attention of the Los Angeles Gnservoncy malor historical preservation

organization and resulted in the subject being designated as one of 2000s eleven most

endangered historical properties in the nation

In response to this controversy the city of Arcodia modified the S-i zone to require specific Planning

Department approval for any work that will alter the exterior of the improvements on the site The

structure has also been nominated for historic registry with the State of California
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Caruso Joint Venture Excess Land

Since then there has been considerable publicity and major political controversy regarding joint

venture by Santa Anita Park and th Caruso group to develop all or most of the 85 acres This

proposal has progressed from letter of intent to definitive agreement with an environmental

impact report released in late 2006 Note that the prototype Caruso development meets the goals

expressed in the Arcadia General Plan for the subject site

The owners of the adjacent Westfield Mall are actively campaigning against the proposal politically

and legally There have been numerous local hearings extensive newspaper advertisements and

legal actions and related citywide referendum The Caruso group has been successful in similar

development controversy in the City of Glendale

Note that confidential sources have informed us that the total cost to the joint venture for this approval

entitlement process now total close to $20000000

CURRENT PROPOSED EXCESS LAND DEVELOPMENT CARUSO JOINT VENTURE

The specific proposal for development on the excess land is contained in letter of intent between the

property ownership and Mr Rick Caruso major Los Angeles based developer Mr Caruso is best

known as he developer of the Grove at Farmers Market and the Americana in Glendale He has

also developed number of other successful desIinatior retail centers in the Los Angeles area In

additio he has served as president of the oversight boards commissions of both the City of Los

Angeles Department of Water and Power and of the City of Los Angeles Police Commission

Current Joint Venture Status

The leffer of intent was dated April 200z1 It was formalized with 75-year Ground Lease

Limited Liability Company Agreement and formal development and management agreements The

tenant will be The Santa Anita Associates which is actually 50-50 joint venture including the subject

property owner and the Caruso group Rent is to be based on percent of the market value of the

excess land site

The transactions are described as mixed-use retail-entertainment and residential project on no more

than 85 acres of Santa Anita Park on its southwest side It is now expected to occupy only 46
acres

Issues remain with the required environmental impact report described later in this section

The subject ownerships status under ChapTer 11 Bankruptcy has further delayed development timing

Based on the current bankruptcy reorganization plan Mr Caruso indicted in recent Feb 2010

San Gabriel Valley Tribune article that ground breaking on the project is expected in 2011 pending

resolution of the Westfield Mall litigation

Note however that it is our understanding that the joint venture is currently July 2010 subject to

renegotiation between the
parties
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Comparison to Arcadia Genera PIn

The 85 acres is designated as Commercial in the general plan Actual development will require

specific plan and any residential component would also require general plan change

The general plan specifically identifies Santa Anita Racetrack and the abutting retail mall as Land

Use Transition Area describing the racetrack as .a key community feature and an important

component of Arcadias character It also recognizes the dwindling attendance and resulting

availability of part of the parking lot for other uses The stated goals are to retain live horse racing

and the existing historic structures together with .. development of urban intensity in the

racetracks southerly parking lot.. Arcadia General Plan 2-14 September 1996

The general plan identifies the subjed excess land as an ...85-acre -development area. .between

the racetrack and the mall that .. should add lo and enhance the range of existing retail in the

City.. contribute to existing patronage at the mall and racetrack .. create place where people can

and will want to come for shopping and enjoyment .. variety of entertainment experiences are

desired .. pg 2-1

The typical Caruso development and particularly his Grove at Farmers Market development with its

preservation and integration with the historic Farmers Market closely matches these Arcadia General

Plan goals

The specific Caruso development plan is an approximately 760000 square loot lifestyle open

retail/entertainment mall plus 25000 square-feet of office now with no residential component It is

designed with direct pedestrian access to the paddock area of Santa Anita and to the abutting mall

features essentially required by the general plan

Discussion with City of Arcadia Officials

We had previously late 2004 interviewed Ms Donna Baker then the Director of Planning for the City

of Arcadia regarding this proposal She confirmed that the city was favorably impressed with Caruso

as developer and with the project so far as they understand it However she stated that they the

city had seen no detail as to the proposal

For prior 2006 appraisal we interviewed Mr Don Penman then the Assistant-City

Manager/Development Services Director for the City of Arcadia now the City Manager He

confirmed that the Caruso proposal meets the goals of the
city

and
expects city hearings on the

project to begin after release of the environmental impact report scheduled to occur shortly

He also expected that approval would be received during the first half of 2007 followed by litigation

and probably referendum sponsored by Westfield

The owners of the abutting Westfield Mall are very strongly opposed They are running major public

relations campaign against this
project including very extensive negative advertising legal action and

possible attempts to require specific public election on the project related referendum is already
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scheduled Note that the Caruso Group overcame similar opposition From the owners of the

Glendale Golleria Mall to win approval of new development known as the Americana now under

construction in the City of Glendale

In July of 2007 Mr Penman was again interviewed He confirmed that the Caruso project now

reduced to approximately 46 acres has received City approval Litigation by Westfield Mall

sponsored homeowners group is still pending At this point the Caruso joint venture project is

approved subject to the pending litigation for approximately 758400 square feet of retail plus

25000 square feet of office use

The remainder of the original 85 acres with frontage on Huntington Drive remains unenfitled land

zoned R-1 but master planned as Commercial

More recently City of Arcadia officials hove stated that hotel and medical office uses would be

acceptable on the 85 acres in addition to the retail use residential and senior housing specifically

would not be

Environmental Impact Report Status

As part of the City of Arcadia approvals in 2007 an environmental impact report was prepared and

approved by the City was challenged by Arcadi Fiyst neighborhood group funded by the

Westfield Group owners of the obutling mall In July of 2008 ruling by the t.os Angeles Superior

Court found the environmental impact report to be deficient to 11 ifems supplemental

environmental impact report is being prepared addressing these issues

During the delay caused by this litigation the Westfield Mall expanded in 2009 by 11 5000 square

feet with 30 new stores and restaurants

ZONING ANALYSIS AND CONCLUSIONS

Approval of new commercial development on the southern portion of the site of the 85-acre Excess

Commercial Land or Caruso Joint Venture Component matching the general plan is considered

probable

Redevelopment of the 21 6.74-acre Racetrack Residential Component will require closing of the track

and lengthy contentious and expensive approval entitlement process

Single-family low density high-end residential development would be the use of this component with

the racetrack closed The racetrack closing would have to be delayed to preserve the exiting

entitlement process on the 85-acre commercial component Significant dedication would be

necessary of land for public purposes and for the preservation of architecturally significant structures

Costs to achieve the approvals entitlements would be significant
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TAX AND ASSESSMENT DATA

The subject is- located in Los Angeles County Real property taxes are under the jurisdiction of the Los

Angeles County Tax Collector Under the Los Angeles County Tax Collectors coding the subject site

is in Tax Rate Areas 01886 and 01887 The 2009/2010 published tax rate for both areas is

.108212 percent of assessed value

The current method of taxation on real property in California is mandated by the Jarvis-Gann Property

Tax Initiative Proposition Under the terms of the Jarvis-Gann Initiative real estate taxes were

reduced to one percent of propertys full market value as of the 1975-76 fiscal year plus any voter-

approved bonded indebtedness Special or direct assessments typically based on size or street

frontage rather than assessed value are additional

The Assessors estimate of market value is limited to 2.0 percent annual increase unless the property

is transferred or there is new construction IT the
property is transferred it is re-appraised to current

market value usually as evidenced by the sale price If there is new construction only the new

construction is re-appraised to reflect current market value usu ally as evidenced by the construction

costs Iii cases where property values have declined th Assessor may volunfarily reduce properts

assessment or property owner may file for an assessment appeal

Based on published sources summary of the current assessed values arid prope1y taxes for the

subject is presented in the following chart

AD VALOREM TAX INFORMATION 2009/2010 TAX YEAR

Land Improvements Totals

5775-001.021 107496853 $32885518 $140382371
5775.001.025 29948157 1095661 31043818
Totals $171426189
Assessed Value 100%

Tax Rates

Bask Levy 1.000000%

Bonded Indebtedness 0.1.08212%

General Tax Rate 1.108212%

Parcel 021 Parcel 025 Combined

TotalTaxes $1728533.95 $373187.57 $1896511.93

Direct Assessments Only 175464.13 $29745.47 .205209.59

$2251590.14

Effective Tax Rate $2251590.14 $171426189 1.313%

Source Los Angeles County Tax Collector
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As shown in the chart the effective tax rate is higher than the published tax rate This is due to direct

assessments imposed by the city of Arcadia and collected by the Los Angeles County Tax Collector

For the subject properly direct assessments total $205209.59 They include ci number of ongoing

commercial service assessments as opposed to Mello Roos bond financing As such the

assessments are likely to continue indefinitely and/or be renewed upon expiration They are not

subject to reassessment on sale or transfer

As applicable we have used the published tax rate in our analysis with the direct assessments added

to this figure Our valuation assumes all taxes are current Any past due taxes would represent

deduction form the concluded value It should be noted that our concluded value is above the current

assessed value

Note that reference on some deeds to third Assessors parcel MB 5775-031-001 appears to be

inaccurate
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HIGHEST AND BEST USE

In appraisal practice the concept of highest and best use represents the premise upon which value is

based The four criteria the highest and best use must meet are

legal permissibility

physical possibility

financial feasibility and

maximum profitability

Highest and best use analysis involves ossessing the subject both as if vacant and as improved

HIGHEST AND BEST USE AS VACANT RACETRACK AND SURPLUS LAND

Legal Permissibility

The legally permissible uses of the site were discussed in the Land Use Issues section of this report

Essentially legally permissible uses of the site now consist of the existing horse racetrack on the

northern 216.74 acres of the site and commercial development on the southern 85.00 acres Retail

development of the 85 acres will require high profile and contentious approval process now

underway City officials have also expressed general approval for hotel and medical office uses here

As noted in the Zonin.g section if the racetrack were to be closed it appears that single-family

residential use or mixed-use project having single family residences at the north end of the site with

transition to multifamily residential and then to commercial uses in the southern portion of the

property would be the most likely use This is not consistent with either the current zoning or General

Plan However based on general neighborhood development trends and interviews with City of

Arcadia officials it is considered to be the most likely use of the site as if vacant Note that

preservation of part of the historic racetrack façade and structure would also almost certainly be

required

More specifically single-family or low density residential development has been assumed kr the

northern 216.74 acres the racetrack portions and retail/commercial use for the 85 acces of excess

or surplus land

Physical Possibility

The physical characteristics of the subject site were discussed in the Site Analysis section Any of the

legally permissible uses would be physically possible on the site Noting this the size of the site would

likely result in phased development

Financial Feasibility

Economic trends impact financially feasible uses as do surrounding land uses and physical site

characteristics influence financial feasibility In this analysis we have considered number of

physically possible and legally conceivable uses
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Excess Land Retail Potential

The portion of the subject site considered excess land and designated for commercial development is

adlacent east of an enclosed regional mall now being expanded Other retail development in the

area consists primarily of local service uses Unlike most other regional malls in the region there are

none of the destination retailers or community/power centers that tend to locate proximate to such

regional malls This would imply that there would be demand from these users to be located in the

area The subject excess land would be logical location for this type of user

More specifically as previously described there is ci Leffer of Intent from major retail developer for

mixed use entertainment retail development on the 85 excess acres Although preliminary in nature

it is evidence of retail demand The proposal also appears to meet the goals of the General Plan

and is by developer well prepared to meet the political and legal issues of its development

Considering the preceding retail or retail/mixed use development on the subject site is considered to

be potentially feasible

Excess Land Office/Hotel Use Potential

The subject property according to the CBRE Marketview Report is within the 21 Corridor office

submarket in part of the San Gabriel Valley market It has an existing base of 2290519 square

feet with first quarter 201 vacancy rate of 7.7 percent and an average asking rent of 1.2 per

square foot both down from 4th quarter 2009 In the 210 Corridor office submarket office

development generally consists of smaller low-rise buildings The space tends to be comprised of

stand-alone buildings and smcill business parks It is not concentrated in single location but is

generally along the Huntington Drive corridor particularly in the city of Monrovia The propertys

location adjacent to regional mall is considered positive factor for office use particularly as it

relates to the number of
eating establishments in the mall

The subject is proximate to major hospital Medical uses are growing even during the current

recession There has been some interest in medical office development on part of the subject excess

land

Considering the preceding office development on the subject site is considered to be potentially

feasible but would be predicated on preleasing and would require substantially higher rental rates

The existing rental rates do not justify the cost of new construction Medical office uses is more likely

The subject property is located in the Arcadia/Monrovia hotel market The predominant

concentrotion of hotels in the market is at the Huntington Drive intersection with the Foothill Freeway

one and one-quarter miles east of the subject Typically business travelers brought to the area by

local tenants comprise primary source of demand for area hotels In the case of the subject area

there are few businesses that create demand for hotel rooms ROther hotel room-night demand is

generated in the form of overflow from the Pasadena area and demand generators located over the

relatively wide northern San Gabriel Valley There are no recreational amenities in the area that create
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consistent significant hotel room-night demand the season for the existing racetrack is not long

enough to support hotel Noting this there are three older small motels in the subject area all

predating the declining attendance trends at the sublect number of hotels were constructed in the

market over the past decade including 2000-built 310-room Marriott Courtyard in Pasadena and

four hotels in Arcadia 124-room Hilton Garden Inn an 86.-room Springhill Suites 122-room

Extended Stay America and 22-room Homestead Village all constructed in 998-1999

PKF Consulting reports that the larger San Gabriel Valley hotel average occupancy rate as of January

through December of 2009 was 63.37% with an average room rate of $95.76 both down

significantly from 2008 Although an improvement over prior years this is inadequate to justify any

major new hotel development

Residential Use Racetrack Component

Due to the significant variations in product types attached versus detached and for sale versus for

rent the financial feasibility of residential use cannot be fully measured without specific

development plans Given the size of the subject site it is likely that attached detached for sale and

for rent property types could be developed Conversely the political demographic an economic

realities of the area make single-family detached low density high-end development more likely

Los Angeles County has followed the national trend toward rapidly declining home values in the wake

of the August 2007 credit crunch However1 the subett zip code 91007 is one of handful of

Southern California areas which showed positive annuol.sale price increase 2.1% in the 2008 nd

slight decline 2.4% in 2009 based on annual Lo Angeles Times report By contrast Arcadias other

zip code to the south 91 006 indicates 11 .0% and 0.5% declines in median price for the same time

period Overall the subject zip code has weathered the housing downturn exceptionally well when

compared to Los Angeles County 284% price decline in 2008 and 21 .3% in 2009

While the general market has been characterized by dramatic downward trend and many

developers are sustaining heavy economic losses the subject site is unique large infill development

opportunity in one of the most affluent Los Angeles County communities Construction costs have

largely stabilized and home values in the subject zip code appear to be resilient sales volume for

existing homes in the immediate market have increased in sign of stabilization and recovery Even

in the current climate residential development would be economically feasible

There is both single and multifamily existing residential development north northeast south and west

of the site The site is proximate to employment centerS in the area and good freeway access These

factors would make the site desirable for potential residents While there is little new residential

development in the neighborhood this is largely function of the built-out nature of the area The

subject as large infill residential site in an upscale area would have
strong demand from potential

developers Based on the extended entitlement process expected for this site most developers would

likely pro jed retail sell out of the homes to occur after the current market downturn
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The last major single family residential project in proximity to the subject was Arcadia Oaks gated

31 -lot residential subdivision located on the northwest corner of Foothill Boulevard and Baldwin

Avenue approximately 1/4 mile northwest of the subject The site of 19.41-acres was purchased in

1998 for $6500000 or $209677 per developed lot The homes were built and
initially

sold in

2002 to 2003 and averaged 5550 SF 4.9-bedrroms/6-bathrooms on 23000 SF lots Based on

Los Angeles County Assessor records1 the most recent sales in July and April of 2009 and January and

March of 2010 were for $2850000 $2938 $2950000 and $3180000 respectively and

combined with the success of the whole subdivision shows some current demand for new high-end

homes in the local market

Specific to the competitive area it significant that of the 60 single-family resale transactions in the

competitive market very few appear to have been foreclosed properties This is far superior to the

region as whole according to January 201 article by DQNewscom over 40.7% of California

homes sales were foreclosed
properties down from 54.4% in Qi 2009 Further this article reports

that notice of defaults are down 24.3% from the prior quarter arid 37.7% from first quarter 2009

This indicated strength in the local market is supported by reports of significant sales volume

acceleration in the immediate and most other Southern California Markets Historically low mortgage

rates strong FHA lending and the recently renewed fax-credit program through June 2010 are

credited with faciliting these signs of
recovery This optimism is tempered by the risk of change in

any or all these components combined with high unemployment and poor outlook for job growth

Overall residential development is felt to be financially feasible on the subiect site but would
require

an in depth analysis to determine pricing and product mixes For any- possible development use the

continued restriction of credit markets would pose major hurdle to immediate development

Maximum Profitability

Legally permissible uses of the subject racetrack site include horse racing track and most types of

commercial development As indicated in the preceding sections we have also considered residential

land uses as potential development option This is due to the fact that the existing zoning and

General Plan designations for the site are reflective of the current use rather than based on the

neighborhood development patterns Only residential use is considered potentially profitable

For the excess land of the allowable commercial uses retail development is considered to be

financially feasible An office development may also be feasible but contingent on preleasing and

would likely require longer hold period prior to development hotel is not considered to be

financially feasible

CONCLUSION HIGHEST AND BEST USE AS VACANT

Based on the foregoing the highest and best use of the site as though vacant would be for residential

development on the Racetrack Residential Component of the site with retail and potentially mixed

commercial development on the 85.00 acres Excess Commercial Land Component
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HIGHEST AND BEST USE AS IMPROVED

The existing racetrack operation the going concern is not profitable and is cash flow negative In

this it reflects the larger California horseracing industry as summarized in the most current Annual

Report of the California Horse Racing Board and as refleded in the recent or expected closing of two

of the five thoroughbred tracks in the state

Therefore the existing racetrack as going concern is not considered viable

There is no reasonable alternative use for the structure Therefore closure of the racetrack over the

next several years and redevelopment of its 216.74 acre site for low density residential despite the

difficulty of that process is considered the highest and best use of the Racetrack Residential

Component of the property
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APPRAISAL METHODOLOGY

APPROACHES TO VALUE

There are three generally accepted approaches available in estimating the value of real property

These include the cost sales comparison and income capitalization approaches In appraisal

practice an approach to value is included or omitted based on its applicability to the property type

being valued and the quality/quantity of information available

Cost Approach

The cost approach estimates value by calculating the cost of reproducing the real estate The first step

in this approach is to estimate the land value of the subject site at its highest and best use This is

usually done through an analysis of comparable arid sales The second step is to estimate the cost of

all improvements Improvement costs are then depreciated to reflect value loss from physical

functional and economic causes Land value and depreciated improvement costs are then added to

indicate total value

The cost approach is based upon the proposition that the informed purchaser would pay no more for

the subject than the cost to produce substitute property with equivalent utility This approach is

particularly applicable when the
property being appraised involves relatively new improvements tht

represent the highest and best use of the land or when relatively unique or specialized improvements

are located on the site and for which there exist few sales or leases of comparable properties

Sales Comparison Approach

The sales comparison approach relies on transactions involving similar properties to indicate value

for the subject property Valuation is typically based on unit measure of comparison such as the

price per square foot price per unit/room or gross rent multiplier Adjustments are applied to the

units of comparison Irom the sales and the concluded unit of comparison is then applied to the

subjects unit measure to estimate total value

The sales comparison approach is based on the proposition that an informed buyer will pay no more

than the cast of
acquiring an equally desirable substitute property This approach is most applicable to

homogenous property types It is particularly useful in valuing owner/user buildings wherein leases to

third parties are not the primary delerminant of value The reliability of this approach is dependent

upon the availability of adequate sales data the degree of comparability between the sales data and

the subject and the absence of atypical conditions affecting any aspect of the sale

Income CapItalization Approach

The income capitalization approach is based on quaritilication of economic benefits to be received

from ownership of the subject property The resultant economic benefits typically net operating

income or net cash flow is then converted into value estimate via capitalization technique There

are two generally accepted capitalization techniques the direct capitalization technique and the
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discounted cash flow analysis The direct capitalization technique converts single years stabilized

net operating income into value indication The discounted cash flow analysis converts net cash

flow stream over fixed holding period and future property reversion value at the end of the

holding period into an indication of value The rates of return utilized in both the direct capitalization

technique and discounted cash flow analysis are based on available market data and investor
surveys

The income capitalization approach is based on the proposition that an informed purchaser will
pay no

more for
property than would be supported by the economic benefits to be derived from ownership

This approach is most applicable to passive investments wherein the property owner relies on third
party

leases to generate revenues as opposed to owner/user properties that have utility
value to the owner

METHODOLOGY APPLICABLE TO THE VALUATION OF THE SUBJECT

The primary valuation methodology employed in our analysis of the sublect property was the sales

comparison approach as is normal in land appraisals

Because of their different market characteristics the Racetrack Residential and Excess Commercial

Land Components have been valued separately using appropriate comparable market data For the

Racetrack Residential Component we have also used residual analysis

The excess Commercial Land Component is already vacant commercial development is approved

by the City of Arcadia General Plan Therefore its land value is its As Is value

The Racetrack Residential Component has first been valued using both the sales comparison and

residual analysis as if vacant and entitled

Racetrack Residential Component- Additional Analysis

The Racetrack Residential Component is on operating but no longer viable racetrack in historically

significant structures Its closure will take time due both to operating commitments and to protect the

ongoing approval process for the Excess Commercial Land Component

Approval of its redevelopment allowing residential development will be lengthy difficult and

contentious We have therefore discounted the previously estimated land value as if vacant and

entitled for this component reflecting the following costs and assumptions

The remaining years of racetrack operation are assumed to be revenue neutral with

reduced capital costs offsetting current cash flow deficits

The historic aspects of the structure and general political pressures will require

preservation of significant portion of the facade and dedication of significant

amount of land with it Hollywood Park in less politically and environmentally

sensitive location is dedicating 29 acres 12% of ifs gross site to public park and civic

site use This would be an absolute minimum the subject dedication requirement is

expected to be substantially higher The subject grandstand/clubhouse paddock area

infield and track totals approximately 60 acres This equals 28% of just the Racetrack
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SANTA ANITA PARK AND SURPLUS LAND APPRAISAL METHODOLOGY

Residential Component or 20% of the total site We have estimated that the subject

dedication will be acres

Although the racetrack is assumed to be revenue neutral during the holding period the

approval entitlement process will be very expensive We have interviewed

knowledgeable local land use experts on confidential non-specific basis as to the

scale of such costs They all concur that $2000000 plus per year range with time

period of four to five years is reasonable or even conservative Note that the subject

Excess Commercial Land Component has already taken over five years at reported

total cost of $20000000 and is nol yet entitled

Demolition of the existing structure less the preserved historic portions has been

estimated using Marshall Valuation Services

Each of these items is discussed in more detail later in this report
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LAND VALUE AS IF VACANT AND ENTITLED

SALES COMPARISON RACETRACK RESIDENTIAL COMPONENT

The land value of the portion of the subject site 216.74 acres or 9441194 square feet used for the

existing horse racing track and ancillary uses the racetrack site has been estimated as if vacant and

entitled The methodology used was comparison to- similar properties that have sold are currently

available for sale subject to offer and/or currently in escrow to the subject This technique is known

as sales comparison approach

1n the Highest and Best Use section we concluded that if he site were vacant the area used for the

existing horse racing operations would most reasonably be utilized for residential development While

this is not reflective of current zoning or the General Plan it is consistent with neighborhood

development trends Both the zoning and General Plan designations for the site were established to

reflect the existing racetrack use and improvements

Note however that due to historic preservation and political requirements significant dedications for

public park and other uses would be necessary As described later in this report we have estimated

the required dedication at 36 of the residential acreage of the combined site equal to

acre

Also discussed in the Highest and Best Use section any residential development on the site would

likely include range of product types and densities Rather than speculate on the ultimate

configuration of the property we have assumed the zorting to be consistent with the stipulated zoning

in the northern and southern pi-1ions of the site allowing single family residences with an average lot

area of 0000 square feet Accounting for infrastructure likely ptjblic facilities and other factors we

have estimated the potential density for the subject ut roughly two and one-half units
per acre The

chart below describes the conclusions and assumptions- used in this analysis

HYPOTHETICAL RESI DENTIAL SITE DEVELOPMENT SUMMARY

Physical Description No of Acres No of SF of Site Area

Racetrack Site Area 21 74 Acres 9441.194 Sq Ft 100.0%

Park and Historic Dedications Acres Ft

Resulting Development Site Area Acres Sq Ft

Street and Sidewalk Dedications Acres Ft $3 of Dev Area

Resulting Net Site Area 125.39 Acres 5462076 Sq Ft 57.9%

Average Lot Size 10000 Sq Ft

Resulting Residential Density No of Lots Development Density Gross

Average Lot Size 546 LoIs 2.52 Units/Acre

Source Various sources compiled by CB Richard Ellis Inc
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SANTA ANITA PARK AND SURPLUS LAND LAND VALUE AS IF VACANT

Noting the preceding assumptions our analysis relies on the price per square foot as the appropriate

unit of comparison with the estimated use and density for the subject reflecting rough baseline for

some adjustments This is common method for valuing raw lond Fach sole is discussed on the

following pages with an analysis and conclusion following summary chart of the data and map

are presented on the following page Detailed data sheets for each sale are included in the Addenda

Reflecting current economic conditions the available comparable market data is limited We have

therefore of necessity used comparobles both much smaller than the sublect as well as some

relatively older and distant transactions The primary criteria in the selection of the comparable sales

are their locations in some of Southern Californias more affluent neighborhoods proximity when

possible and transaction date
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SANTA ANITA PARK AND SURPLUS LAND LAND VALUE AS IF VACANT

SUMMARY OF COMPARABLE LAND SALES

No Properly Location

Transaction

Type Date

Proposed Use Status

And Lot Size

Sale

Price

Site Area Density

Units/Acre

Price Per

SF LandSF Acres

San Dimas Residential Land Sole Marl 18 SFR l..ott Eti1led $2500000 827640 19.00 1.06 $3.02

Son Dimos CA 20000-30000 SF Mm
Ridgecrest Dr and Elk Run Loop Sale Nov-09 129 SFR Lots Entitled $36200000 6960017 159.78 1.24 $5.20

Moorpark CA 10000 SF Mm

1000 North Rose Avenue Sole Nov-09 35 SFR Lots Bitittec $13125000 206474 974 5.27 63.57

Pasadena CA 4000 SF Mm
Village gt Loi Cqneros Sale Oct-09 Mixed Use 279 SFR Lots $9400000 1858705 42.67 6.54 $5.06

Goleto CA In Process

N/A

SE Benson Ave 15th St Sole May-09 39 Hornet Detatched Condos $3065400 189922 4.36 8.94 $16.14

Upland CA Entitled

N/A

SWC of Soquel Cyrs and
Pipeline Ave Sale Jan-09 25 SFR Lots Entitled $3472260 375487 8.62 2.90 $9.25

Chino Hills CA 8437 SF Avg

1100 Valley Cenler Ave Sale Oct-08 Open Space Was 70 SFR Lots $9000000 2482049 56.98 1.23 $3.63

San Dimas CA Unentitlecl

Was 10000 SF Avg

Subject E/S Baldwin Avenue -.- --- 546-SFR Lots --- 9441194 216.74 2.52

WIS Colorado Drive 10.000 SF Avg
N/S Huntington Drive

Arcadia

Source CB Richard Ellis Inc
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The comparable sales all require significant adjustment relative to the subject site as if vacont and

entitled These adjustments are described below followed by descriptions of the comparables sales

and application of the adjustments

Adjustnienfs Market Conditions

This adlustment reflects market conditions for residential land as of the comparables date of sale

versus the date of value for the subject This adjustment is utilized to reflect changes in market

conditions caused by inflation deflation fluctuations in supply and demand and other similar factors

Land Sale Nos and are recent transactions and limited adjustments for market conditions

are required Land Sales No and are from January 2009 and moderate upward adjustment is

required for continued deteriorating market conditions through 2008 Land Sale No is from late

2008 and an additional upward adjustment is required

Within most of the markets represented by our land sales single-family home sale volume and pricing

trends starting in Third Quarter 2009 have stabilized or increased slightly compared to 2008 Due

to the rapid decline in land value in 2007 and 2008 and these positive improved sale trends we have

not made market conditions adjustment for sales occurring in the last half of 2009

Adjustments Location and Time Indicators

As discussed the value for single-family residential land has declined sharply in most areas since the

credit crunch began in August 2007 This has impacted sales volume for developable land with

very few significant transadions in 2008 or 2009 Our location adjustmonts were strongly influenced

by the trend in median home sale prices and appreciation/depreciation for 2009 over 2008 in the zip

codes of the comparable sales
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SANTA ANITA PARK AND SURPLUS LAND LAND VALUE AS IF VACANT

SFR SALES TRENDS FOR COMPARABLE AREAS

Comp Area Zip Code
Avg SFR

Price Change
Sale Price

San Dimas 91773 $420000 -14.3%

Moorpark 93021 $480000 -5.9%

Pasadena 91 07 $630000 -4.5%

Goleta 93117 $670000 -5.6%

Upland 91 786 $279000 .15.5%

China Hills 91709 $425000 -9.6%

Sub1ect Arcadia 91007 $902000 -2.4%

Source Los Angeles Times 2009 Annual

As shown the subject zip code the northern portion of the city of Arcadia posted slight decline in

sales growth for 2009 which followed slight 21% sales growth in 2008 indicating relatively

stable single-family submarket Its average sales price is substantially above the comparable areas

The average sale price in the subject zip code in May of 2010 was $850000 however this represents

only 23 sales Clearly ifs avera.ge sale prices and stability demonstrate the superior level of affluence

arid desirability of the subject neighborhood

Adjustment Development Cost

Several of the comparable sales were finished or semi-finished lots the subject site would be vacant

but unfinished or raw In order to determine the appropriate adjustments for site development costs

we have reviewed comparable developments in the San Gabriel Valley As stated earlier the subject

residential portion is characterized by mixture of generally level and moderate hillside topography

The hillside portion of the site on the northern edge of the subject property also contains protected

Oak trees and wild peacocks which would likely add significant cost and complication to

development The results of our survey are presented in the following table

SITE DEVELOPMENT COMPARABLES
No Total

Lots Cost

Cost

Location per Lot

Pomona 51 $5220190 $102357
Pomona 72 $6420 $89180

Unincorporated L.A County $704654 $1 7442
Rancho Cucamonga $640000 $80000

Source CBRE
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SANTA ANITA PARK AND SURPLUS LAND LAND VALUE AS IF VACANT

As shown the site development coniparables range from approximately $80000 to $120000 per lot

inchisive of fees All of the compcirables are generally level and are in proximity to the subject For

the purpose of this
analysis we have used figure at the high end of the range due to site

considerations noted above or $115000 per
lot for our site development estimate This figure is

also used later in the land residual analysis

The costs associated with the historic preservation of the structures community backlash to closure of

major source of revenue and identity for the City of Arcadia will be addressed separately in the As

Is section later in the report

For the purpose of adjusting the comparable sales it is important to note that in this market finished

and semi-finished lots are commonly receiving steep discounts for site work done and fees paid prior

to their sale These discounts often lead to sales prices on per lot basis well below the actual cost

of development However interviews with market participon1s and the available sales data cearly

shows buyers will still pay premium over raw land for these characteristics When adjusting each

comparable sale our deductions consider this trend as well as the remaining cost to finish as

percentage of the total finishing cost

The required deduction to reflect the lot development cost associated with the proposed development

is presented in the calculation at the end of this section stated as percentage under the
category

Fees/Site Work Completed

COMPARABLE LAND SALES DESCRIPTION AND ANALYSIS

Note several of these sales were in blue topped condition indicating that they were entitled with

some preliminary fees and rough grading conducted as of the date of transaction Finished lot

condition indicates all fees have been paid excluding vertical construction fees utilities are stubbed

to each ll and interior streets and curbs have been installed

Land Sale One

This comparable represents the sale of acres of SP-zoned land located on hillside just west of

the Orange 57 Freeway in an unincorporated portion of Los Angeles County but within the city of

San Dimass sphere of influence The property has final tract map for the development of 18 SFR

lots generally ranging from 20000 to 30000 SF There is one lot that is .27 acres in size The

property was rough graded at the time of sale The comparable was sold foreclosed on by the lender

and sold to an buffing religious facility as an assemblage While we were unable to reach the buyer

directly however it is reasonable based on Land Sale 7s future use as open space and the buyers

low density use of their existing compound that the comparable will be left as open space for the

foreseeable future
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SANTA ANITA PARK AND SURPLUS LAND LAND VALUE AS IF VACANT

Adjustments

Location An upward adjustment is warranted for the comparables inferior location

Density Major upward adjustment was required For the comparables significantly

lower development density based on units per acre and estimated average

lot size

Physical The comparables hillside topography requires significant upward

Characteristics adjustment though this is partially mitigated by the view amenities

associated with the finished lots and the rough grading work done prior to

foreclosure

Non-Really As the highest offer came from an adjoining land owner who is likely to

Components maintain the site for open space an upward adjustment has been applied to

this comparable for its non-income producing highest and best use

Land Sale Two

This is the December 2009 sale of 32-lot site generally located at the northeast corner of

Ridgecrest Drive and Elk Run Loop in the city of Moorpark The site is located within Moorpark

Highlands an under-construction master-planned community The lots have minimum size of

10000 square feet The site is above grade to State Highway 23 Walnut Canyon Road and has

moderate views Local access is provided by Spring Road and regional access is provided by the

Ronald Reagan Freeway State Highway 11 and Moorpark Freeway State Highway 23 The sale

included three completed model homes ranging in size from 3096 to 5392 square feet The

purchase price for the site was $38M Reportedly the allocated cost for the model homes was

approximately $1800000 $600000 each with an allocated land purchase price of $36200000

or $280620 per lot 129 lots The remaining finishing costs government fees and minimal site work

total $40000 per lot which equates to $320620 per finished lot

Adjustments

Location An upward adjustment is warranted for the comparables inferior location

Fees/Site Work The comparable sold in generally finished condition with some initial fees

Completed and majority of the site work already done Major downward adjustment

for site condition relative to the subject is required

Density Major upward adjustment was required for the comparables significantly

lower development density based on units per acre and estimated average
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SANTA ANITA PARK AND SURPLUS LAND LAND VALUE AS IF VACANT

Jot size

Land Sale Three

This property represents the November 2009 sale of 206474-square-foot site located in the city of

Pasadena It is on the east side of Rose Avenue north of Cooley Place Surrounding land uses are

primarily residential with public high school adjacent to the site The site has rectangular

configurcifipn and level topography It was previously zoned for public facilities use with zone

change to PD Planned Development and specific development approvals for 35-lot residential

subdivision with minimum lot sizes of approximately 3500 to 4000 square feet At the time of sale

the site was vacant The property was purchased for $13125000 or $375000 per finished lot

Based on drive by inspection it appears site work has been started which requires most fees to be

paid

Adjustments

Location moderate upward adjustrrient is warranted for the comparables inferior

location

Fees/Site Work The comparable sold in generally finished condition with some initial fees

Completed and majority of the site work already done Malor downward
adjustment

for site condition relative to the subject is required

Density Major downward adjustment was required for the comparables significantly

higher development density based on units
per acre and estimated average

lot size

Land Sale Four

This is the sale of 42.67-acre site located at the southwest quadrant of the 101 Freeway and Los

Carneros Road in Goleta in Santa Barbara County As proposed the site will consist of

approximately 279 residential units including approximately 63 affordable units and commercial

development The residential units will be on 16.11 acres density of 17.32 units per acre The site

was not entitled at the time of sale however it is reportedly close to receiving development approvals

The site bordeys railroad tracks to the north and also has freeway frontage to the north Reportedly

the seller sold the site as partner would not permit the developer to move forward The sales price of

$9400000 equates to $5.06 per square foot of land area

Adjustments

Location moderate upward adjustment is warranted for th comparables inferior
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location

Densily Major downward was required for the comparables significantly higher

development density based on units per acre and estimated average lot

size

Entitlement The majority of this comparable by site area is raw un-entitled land being

held for future development once market conditions improve Entitlement in

Goleta is expected to be contentious As such this portion significantly

lowers the residential components value on price per square
foot basis

requiring major upward adjustmsnt relative to the assumed vacant and

entitled status of the subject property Further upward adjustment is needed

due to the significant low-income requirement stipulated in the residential

entitlements

Land Sale Five

This is the sale of 4.36-acre site situated on the southeast corner of 15th Street and Benson Avenue

in the cily of Upland The small Cable Airport is bcated to the southwest large vacant parcel is to

the west Greenbeit Park is located to the east with light industrial uses to the south Single-family

residential uses die prominent to the nqrth The sitQ is in near finished condition improved with 39

detached condo lots and park site This property received many purchase offers and was in escrow

twice with different builders The lender offers ranged from $2028000 to $3500000 with the final

sale price being $3065400

Adjustments

Market Conditions As an older sole in declining market downward adjustment for time is

needed

Location The comparable requires major upward adjustment due to its inferior

location

Parcel Size/Value Downward adjustment is
necessary for the comparables smaller size/value

and resulting scale of required investment

Fees/Site Work The comparable sold in genercilly finished condition with some initial fees

Completed and majority of the site work already done warranting major downward

adjustment for site condition
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Density Downward adjustment was required for the comparables significantly higher

development density based on units
per acre and estimated average lot

size

Land Sale Six

This comparable is the sale of 25 finished lots in the Ridgegate Chino Hills project The purchase

price is $200000 per finished lot including fees The net price is $142890 per lot and the majority

of the remaining costs are fees at $50500 per kt The transaction also includes four models home

priced at $750000 each and three production homes priced at $650000 each The homes are not

included in the purchase price noted in this datcisheef No CFD Community Facilities District is

planned and the total tax rate is not expected to exceed .1% The sale prices for the planned homes

are estimated at between $675000 to $745000 or $200 to $215 per square
foot of home The

average lot size is 8437 square feet The lots are port of the larger gated 97 lot Ridgegate project

which was purchased by Fieldstone in June 2006 for $565000 per finished lot The decrease in

value is 65% or approximately 2% per month The compcirabes total size is based on an average of

the original 97-lot gross site area

In comparison to the subject no adjustment is warranted fr property rights conveyed financing terms

or conditions of sale downward adjustment for market conditions has been applied as slightly

older transaction in declining market The comparable requires an upward adlustment due to ifs

inferior location Downward adjustments were required for the comparables smaller development size

and existing entitlements The comparable sold in generally finished condition with some initial Fees

and majority of the site work already done warranting an additional downward adjustment for site

condition

Adjustments

Market Conditions As an older sale in declining market downward adjustment for time is

needed

Location The comparable requires major upward adjustment due to its inferior

location

Parcel Size/Value Downward adjustment is necessary for the comparables smaller size/value

and resulting scale of required investment

Foes/Site Work The comparable sold in generally finished condition with some initial fees

Completed and majority of the site work already done warranting major downward

Adjustment for site condition
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Land Sale Seven

This comparable is the October 2008 sale of 56.98 net-acres It abuts the Orange 57 Freeway in

an unincorporated portion of Los Angeles County but within the city of San Dimass sphere of

influence The comparable is located on hilltop with steep topography Uses to the north south

and west are dominated by single-family residential uses The majority of the site was zoned for

single-family residential uses 10000 SF Lots and 3.0 Units per acre with the remainder zoned for

open space and/or light agricultural The seller proposed 70-lot single-family residential

development bjt was unsuccessful in obtaining entitlements The property then sold to the City of San

Dimas for conservation as open space With confirmed sale price of $9000000 the price per

square foot
equates to $3.62 Based on the proposed 70 single-family lots the comparable sold for

$115714 perpaper lot

Adjustments

Market Conditions As an older sale in declining market downward adjustment for time is

needed

Location major upward adjustment is warranted for the comparables inferior

location

Physical The comparables hillside topography requires significant upward

Charaderistics adjustment though this is partially mitigated by the view amenities

associated with the finished lots

Density Upward adjustment was required for the comparables significantly lower

development density based on units
per acre and estimated average lot

size

Entitlements- An upward adjustment for the comparables demonstrated inability to

acquire residential entitlernerts and its ultimate highest and best use as

open space

SUMMARY OF ADJUSTMENTS

Based on comparative analysis the following table summarizes the adjustments warranted when

comparing each sale to the subject
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LAND SALES ADJUSTMENT GRID RACETRACK RESIDE NTIAL SITE

Comparable Numbet
Subject

Transaction Type Sale Sale Sale Sale Sale Sale Sole

Tronsacton Date Mar-10 Nov-09 Nov-09 Oct-09 May-09 Jan-09 Oct-08

And Lot Size 18 SFR Lots 129 SFR Lots 35 SFR Lots Mixed Use 279 39 Homes 25 SFR Lots Open Space Was 546-Lots

Entitled Entitled Entitled SFR Lots Detatched Entitled 70 SFR Lots

Adjusted Sale Price1 $2500000 $36200000 $13125000 $9400000 $3065400 $3472260 $9000000
Density UPA 1.06 1.24 27 6.54 8.94 2.90 1.23 2.52

Size Acres 19.00 159.78 4.74 42.67 4.36 8.62 56.98 216.74

Gross Size SF 827640 6960017 206474 B58705 89922 75487 2482049 9441194
Price PorAcre $131579 $226562 $2768993 $220295 $703072 $402815 $157950
Price Per SF $3.02 $5.20 $63.57 $5.06 $16.14 $9.25 $3.63

Price PSF $3.02 $5.20 $63.57 $5.06 $16.14 $9.25 $3.63

Property Rights Conveyed 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Financing Terms 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Conditions of Sale 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Market Conditions 00% 0.0% 0.0% 0.0% 0.0% 5.0% 5.0%

Subtotal $3.02 $5.20 $63.57 $5.06 $16.14 $9.71 $3.81

Location 60.0% 40.0% 10.0% 10.0% 70.0% 60.0% 60.0%
Parcel Size -5.0% 0.0% 0.0% 0.0% -5.0% -5.0% 0.0%

Access/Exposule 0.0% 0.0% 0.0% 0.0% 0.0% 0.% 0.0%

Fees/Site Work Completed 0.0% -40.0% -40.0% 0.0% -40.0% -40.0% 0.0%

Physical Characteristics 20 0% 0.0% 0.0% 0.0% 0.0% 0.0% 40.0%

Non Realty Components 20.0% 00% 0.0% 0.0% 0.0% 0.0% 0.0%

Density 70.0% 60.0% -55.0% -50.0% -60.0% 0.0% 60.0%
Entitlements 0.0% 0.0% 0.0% 100.0% 0.0% t.0% 15.0%

Total OtherAdjustments 165.0% 60.0% -5.Q% 60.0% -35.0% 15.0% 175.0%

Value Indication for Subject $8 00 $8.32 $9.54 $8.09 $10.49 $1 1.17 $10.47

Transaction amount adjusted for cash equivalency and/cr development costs where applicable

Compiled by CBRE
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CONCLUSION

Comparable Two was given greater consideration in this analysis due to its size relatively recent

dosed transaction date and proximity within the San Gdbriel Valley Based on the preceding analysis

of each comparable and the foregoing adjustment grid we have concluded slightly below the average

of the adjusted pricing indications $9.44 per square foot to value of $9.25 per square foot

Additional Locational Amenity Adjustment

This value represents the subject as standalone residential development It is or opinion that under

our concluded scenario in which the developer donates the existing track grandstand and paddock

area for ue ds ci public park 60-acres an increase in value would be realized In addition well

designed integration of this park the expected amenities associated with the abutting planned Caruso

development and the exisling amenities located at the Westfield shopping center would provide

excellent locational amenities to adjacent residents walking distance Thi development trend and

accompanied value benefits can be seen in several southern California locations including Old Town

Pasadena Downtown Los Angeles Santa Monica Park La Brea and Hollywood

We have concluded to 0% overall upward adjustment to the residential land value in consideration

of these factors

Value calculation As If Vacant and Entitled

The following table
presents the valuation conclusion

CONCLUDED LAND VALUE

RACETRACK SITE VACANT ENTITLED

PSF Subjed SF Total

$9.25 9441194 $87331048

Indicated Value Rounded $87300000

Locational Amenity Adjustment 10% $8730000

Value As Vacant and Entitled Rounded $96000000

Compiled by CBRE

Based on the estimated 546 lot develcipment this equals $1 75824 per entitled lot
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LAND RESIDUAL ANALYSIS RACETRACK RESIDENTIAL COMPONENT

We hove also utilized residual analysis based on finished lot value as valuation technique In

order to determine the subjeds Racetrack Component value as raw entitled land we first analyzed

home sales in the immediate area and allocate from these to arrive at reasonable finished lot value

the most common residential subdivision unit of value Subsequently we deduct the entrepreneurial

profit and site development costs From the concluded finished lot value to arrive at raw land value

based on the hypothetical assumption the site is vacant

Finished Lot Revenue

The chart below shows recent re-sales of existing homes in the area immediately adjacent to the

subject site The chart shows avoilable 2010 year-to-date figures as well as 2009 averages from prior

surveys
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EXISTING HOME SALES IMMEDIATE MARKET
BtiIt Lot Size Home Size

Sole Location Sale Date Renovated SF SF Home Price Price per SF

437 Harvard Dr 6/10/2010 1955 1961 12300 2432 $1210000 $497.53

831 Son Sirneon Rd 6/18/2010 1940 23.730 3090 $1360000 $440.13

849SonVicenfeRd 6/2/2010 1941 42.690 2376 $1350000 $568.18

1024 Don Diablo Dr 5/26/2010 1969 14160 3318 $785000 $236.59

ll6óVolonieDr 5/24/2010 1953 8800 1896 $710000 $374.47

331 Cambridge Dr 5/14/2010 1951 13550 2771 $1080000 $389.75

1310 Oaklown Rd 5/13/2010 1955 18150 3630 $1500000 $413.22

478 Stanford Dr 5/7/2010 1953 15540 2401 $960000 $399.83

ll3SLaRosaRd 5/5/2010 19491971 11550 2839 $1273000 $448.40

10 400 Alfura Rd 5/5/2010 1949 1955 16220 2685 $835000 $310.99

11 501 Santa Cruz Rd 5/4/2010 1951 9750 1136 $635000 $558.98

12 411 Monte Vista Rd 4/27/2010 1948 1957 12400 2.101 $998000 $475.01

13 260 Renook Way 4/23/2010 1954 8780 1755 $634000 $361.25

14 851 MonteVerde Dr 4/21/2010 1948 1966 12470 2539 $1200000 $472.63

15 49W Sycamore Ave 4/20/2010 1938 .29340 3874 $2220000 $573.05

16 1041 Panorama Dr 4/20/2010 19.49 1955 14690 2561 $1280000 $499.80

17 728 Carriage House Dr 4/15/2010 2003 22085 5245 $3100000 $591.04

18 612 Santa Maria Rd 4/13/2010 1955 9060 1.800 $750000 $416.67

19 112W ForestAve 4/13/2010 1942 6090 1392 $590000 $423.85

20 329 San Miguel Dr 4/12/2010 1950 7.800 1394 $650000 $466.28

21 1321 San Carlos Rd 4/8/2010 1951 1972 18760 3612 $1350000 $373.75

22 1050 Don Alvorado Dr 4/5/2010 1969 10140 3118 $725000 $232.52

23 323 Chelsea Rd 4/2/2010 1973 7830 1503 $648000 $431.14

24 870 San Vicente Rd 4/2/2010 1949 20980 2846 $1300000 $456.78

25 276 Hacienda Dr 3/23/2010 1937 30000 4482 $1850000 $412.76

26 326 Oxford Dr 3/19/2010 1951 13370 2.021 $858000 $424.54

27 465 Harvard Dr 3/5/2010 1959 13470 3.157 $1080000 $342.10

28 705 Carriage House Dr 3/5/2010 2002 25143 5247 $3180000 $606.06

29 222 Santa Cruz Rd 3/2/2010 1947 8580 1.446 $749000 $517.98

30 l25WFloralAve 2/23/2010 2009 16.880 3.662 $1248000 $340.80

31 950 Singing Wood Dr 2/22/2010 1947 26760 8145 $2500000 $306.94

32 1036 El CaboHo Dr 2/5/2010 1973 10032 2033 $712500 $350.47

3.3 1029 Bumell Oaks Ln 2/4/2010 1956 9108 1909 $795000 $416.45

34 32W Floral Ave 1/29/2010 1950 7500 1.302 $520000 $399.39

35 715 Carriage House Rd 1/29/2010 2002 22385 5591 $2950000 $527.63

36 1046 Paloma Dr 1/20/2010 1948 12580 2793 $1100000 $393.84

37 400 San Miguel Dr 1/13/2010 1951 1972 11.390 2625 5955000
$363.81

2009 Average 6.231 2652 $1.1 52263 $435

2OlOYTDAverage 15515 2885 $1233527 $427

New
CBRE Estimate Averages Construction 10000 2500 $1100000 5440.00

SoUrce Los Angeles County Assessor Via Reolguest.com

This data supports the L.A Times data presented earlier for the zip code The chart above indicates

an average sales rate of 5.79 homes
per

month in 2010 this is up significantly from our previous

survey which indicated rate of 4.7 homes
per

month in 2009 and 3.5 homes per month during the

last three
quarters of 2008 Increased sales volume is considered the first sign of recovery in the

recent down market Home prices have remained remarkably stable with 2008 2009 and 2010

average sale price per square foot of home at $435 $435 and $427 respectively
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While the lof and home sizes vary significantly the price per square foot is relatively consistent

primarily ranging between $400 and $500 per square foot of home size These ore older though

generally well maintained and upgraded homes

Since 2009 there have been eight sales of 1997 or newer built homes in this area The price per

square foot range of these sales is between $337 and $606 with an average of $482 per square

foot The sale prices of these recently built homes is higher than our
pro

forma conclusion primarily

due to their high floor area ratio large homes on smaller lots As previously discussed if is unlikely

that an ml ill development of the subjects potential size would be able to achieve maximum unit or

floor area densities during what would be expected to be contentious entitlement process

As additional support we have supplied the original sale data of the Arcadia Oaks residential

subdivision discussed previously in the Highest and Best Use section This project is approximately

mile to the northwest of the subject and consists of 31-lot gated residential subdivision built in

2002-2003 Note that two of recent sales from this subdivision are shown on the prior Existing

Home Sales Immediate Market chart including 28 and 35
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Arcadia_Qaks Sale Data

This development of 31-lots was built and sold out between 2000 and 2003 with some later re-sales

at significant price increases providing dated but relevant sales data for newer construction homes in

proximity to the subject

Due to the size of the sublect site and the total number of lots available to develop under this scenario

developer would likely create several phases and product types Along the northern section large

homes similar to the Arcadia Oaks would be reasonable blending southward info smaller homes/lots

with more affordably priced homes

Based on this scenario we expect an average retail price of approximately $1100000 across all

546-lots This pro forma figure considers the downward price adjustment necessary to generate

reasonable absorption rate for proect of this size

In the current market Finished lot costs are generally between 30% to 40% of the finished value of the

homes Based on the significantly superior desirability of the subject area and high overall retail value
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Address SF BR BA Sale Price Rec Date Lot Size

719 Carriage House Dr 5905 $1725000 8/19/2002 23265
717 Carriage House Dr 5247 $1675000 7/1 9/2002 23967
713 Carriage House Dr 5247 $1715000 8/1/2002 22115
711 Carriage House Dr 5247 $1750000 10/7/2002 22991
709 Carriage House Dr 5591 $1780000 8/19/2002 13656

707 Carriage House Dr 5905 $2011000 315/2003 26641
705 Carriage House Dr 5247 $1953500 7124/2002 25143
701 Carriage House Dr 5905 $2895000 8/16/2006 18230

726 Carriage House Dr 5247 $1635000 312612003 21357
728 Carriage House Dr 5245 $1865500 6/24/2003 22085
730 Carriage House Dr 5905 $1850000 3/19/2003 22002
732 Carriage House Dr 5163 $1984500 7/3/2003 22020

763 Carriage House Dr 5245 $1990000 5/12/2004 22194
761 Carriage House Dr 5245 $2075000 12/15/2003 24559
759 Carriage House Dr 5905 $2550000 3/4/2005 22085
757 Carriage House Dr 5245 $2150020 2/17/2004 24659
755 Carriage House Dr 5247 $1930000 1121/2003 25326
753 Carriage House Dr 5905 $2215000 5/4/2004 23183
751 Carriage House Dr 5905 $2200000 5/4/2004 23871

1109 Englemann Ct 5245 $2825000 4/19/2007 26419
1107 Englemann Ct 5245 $1860000 11/8/2003 23278
1108 Englemann Ct 4935 $i655000 11/1.3/2003 30762

735 carriage House Dr 4925 $1 Si 8000 3/27/2003 23540
731 Carriage House Dr 5591 $2500000 9/19/2007 23544
729 Carriage House Dr 5237 $1645500 3121/2003 23544
727 Carriage House Dr 5591 $1577500 3/4/2003 22098
725 Carriage House Dr 5905 $2460000 6/26/2008 24559

723 Carriage House Dr 4935 $2038000 12/18/2003 22952
721 Carriage House Dr 5455 $2350000 7120/2004 23945

Compiled by CBRE
Avg 5435 506.0 $2013052 23241
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of the homes we have estimated 38% ratio or $415000 per lot In addition the concluded

finished lot cost is within the range of the comparables presented above however the older sales

would require significant downward adjustments for time

Entrepreneurial Profit

The subject property does not have development approvals for the proposed development The lack

of development approvals would result in decline in the achievable sale price of the subject property

on on as is basis Specifically based on survey
of merchant builders demand for sites without

development approvals is typically poor In addition merchant builders acquiring sites without

development approvals require discount in order to reflect the risk associated with obtaining the

development approvals and the profit motive for acquiring the site Therefore any potential buyer of

the site would anticipate significant time frame in order to obtain entitlements

For the
purposes

of this analysis we have estimated that 25 to 30 percent profit on the price per

finished lot would be required by an invesior in the purchase of the site prior to obtaining

development approvals The required deduction to reflect the profit associated with obtaining

development approvals is presented in the calculation at the end of this section

Value Estimate

The following table summarizes the concluded paper lot price and the deductions required to refled

the value of the subject properly in its as is condition The calculation has been presented assuming

25 and 30 percent line.item profit

LAND RESIDUAL VALUE ESTIMATE AS IF VACANT AND ENTITLED

Item Price Price/Lot Price Price/Lot

Number of Lots 546 216.74 acr

Tota Revenue/Finished Lot $226590000 $4 15000 $226590000 $415000

Less Profit $56647500 25% $67977000 30%

Net Price $169942500 $311250 $158613000 $290500

Less Site Development $62790000 $115000 $62790000 $115000

Net Price/ Paper Lot $107152500 $196250 $95823000 $175500

Net Price/Lot Rounded $107200000 $196337 $95800000 $175458

Price/SF $11.35 $10.15

Price/Lot $196337 Price/Lot $175458

Source CB Richard Ellis Inc

As shown in the preceding table the indicated value range is $95800000 to $107200000
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Test of Reasonableness Prof itabilily

As test of reasonableness to our line-item profit estimate we have reviewed the total dollar profit as

percentage of the indicated value This analysis ha been completed as land investors typically try

to achieve 50 to 100 percent return on speculative land acquisitions when acquiring site without

any entitlements

The total return using the 25 percent line-item profit is 53% percent $56647500 divided by

$107200000 while the 30 percent line-item profit results in 71% percent return $67977000

divided by $95800000

Value Conclusion

Overall the indicated value of the Racetrack Residential Component by the residual analysis is

between $95800000 to $107200000 For this analysis based on the fragility in the overall

housing market we have concluded nearthe low end of this range or $98000000
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AS IS VALUE RACETRACK RESIDENTIAL COMPONENT

As described in the previous section the market value of the Racetrack Residential Component as if

vacant and entitled was estimated at $96000000

To achieve that status we have estimated time period of five
years and commitment to dedicate

of the Racetrack Residential Component of the site of the combined site equal to

acres We have also estimated an annual cost for approval entitlement related work of $2000000

and discount rate of 0% per year Note that the racetrack operation is assumed to be revenue

neutral during the holding/approval process

The basis for these estimates are discussed below

Time Period

There is no direct evidence of the time required to achieve the closed operation/vacant status

However the process will clearly be difficult expensive contentious and lengthy

The subject 85-acre Excess Commercial Land Component has been in process now since 2006

without resolution Although opposition and funding from the neighboring shopping center owner

has extended the process the fact that this component is already vacant and designated for

commercial use in the general plan somewhat offsets this factor

Interviews with number of California land use experts most with major law firms on generalized

basis verify this as does the history of other high profile contentious development projects in the

region Ahmanson Ranch the Ambassador Hotel site the Ambassador College site the Americana in

Glendale the El Toro Marine Airbuse etc.

We have projected live year approval process with the racetrack operation continuing for at least

half that time period

Dedication Requirement

The approved redevelopment of Hollywood Park includes dedication of 29 acres 2% of the
gross

238-acre site for public parks and civic use The local
politiccil pressures in the city of Inglewood are

less severe than in Arcadia and historic preservation is only minor issue Arcadia is certain to

require greater percentage

The subject improvements are high profile architecturally and historically significant with history of

activism by preservation groups

The existing grandstand/clubhouse paddock area and infield/track area total approximately 60

acres or 28% of the Racetrack Residential Component 20% of the total site The stables also have

an historic component both as part of the racetrack operation and as holding center for Japanese

Americans during the World War II relocations In addition the north portion of the site is hilly strip

with numerous protected oak trees
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Conversely just the paddock and grandstand/clubhouse areas total approximately 20 acres or 9.2%

of this component

It is our judgment that of the Racetrack Residential Component Rio of the total site equal to

acres will be required to be dedicated for public use

Note that while smaller dedication maybe possible this larger dedication is the most logical relative

to the preservation issues and most importantly reduces the risk costs bitterness and timing of

the approval entitlement process We have reflected this in the discount rate selected below

It also would enhance the value of the finished development shown previously as part of the

Locational Amenity Adjustment

Annual Cost/Vacating and Entitlement

The process of closing the track obtaining approvals for demolishing part of it and obtaining

approval for redevelopment entitlement of the site will include legal environmental impact report

lobbying politicol and possibly electoral costs As described costs to the joint venture for this

process for the 85-acre Excess Commercial Land Component are reported at $20000000 over

four to five years Cost5 to Caruso for approval of his Americana prQject in Glendale were reported

by separate source at $25000000 Both of these projects had to overcome opposition funded

by neighboring shopping centers fighting to prevent competition the subject would face more diverse

opposition but opposition lacking the same financial resources

We have interviewed number of land use experts all with extensive experience in the Los Angeles

region on generalized basis as to the scale of likely costs All were of the opinion that it could

easily cost in the million dollar plus annual range and probably be substantially higher

We have estimated this cost at $2000000 per year calculated at $10000000 on current

discounted basis

Demolition Estimate

As described the main improvements specifically the grandstand/clubhouse paddock area and

infield are assumed to be retained meeting historic preservation and public dedication requirements

We have therefore assumed that demolition requirements will be limited to the stable areas less

small portion estimated at two or three of the 61 structures also reqiired to be preserved

Based on the cost study previously cited the 61 buildings stable area has
gross building area of

711575 square feel ons1rudipn is primarily wood frame but with some concrete block structures

Based on Marshall Valuation Service Section 66 page 11 demolition costs are estimated at $4.00

per square foot

We have estimated that five percent of the stable area will be preserved with 95% demolished

The estimated demolition cost equals $2700000 711 575 sq ft 95% 675996 sq ft $4.00
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Additional costs for preservation specifically the probable relocation and historic renovation of the

two or three preserved stables is estimated at $500000 for total cost of $3200000

Discount Rate

The 2010 GB Richard Ellis Developer Survey indicates discount rates in the 20% range Note that this

includes both entitlement and construction risk typically includes some projected price appreciation

and generally applies to generic projects in outlying areas

The subject site due to ifs size identity significantly superior locational and demographic

characteristics would be much more attractive to select developers The conservative assumptions

used no price appreciation over the holding period relatively major dedication for public purposes

significant additional upfront cost allowances also lower the required discount

We have concluded at discouni rate at the low end of the range or 10% Our concluded rate

includes consideration for potential value growth and holding costs over the time period

VALUE CONCLUSION RACETRACK RESIDENTIAL LAND COMPONENT -AS IS

The chart below presents the components discussed above and presents our concluded As Is

residential land value for the subject

CONCLUDED RESIDENTIAL LAND VALUE AS IS

Concluded If Vacant Residential Land Value $96000000

Less Exceptional Entitlement Costs $10000000
Less Demolition Costs $2700000
Less Historic Renovation PreservatiQn $500000

$82800000

Present Value Analysis

Development Time Years

Discount Rate 10.0%

Present As Is Value $51412286

Rounded $51400000

Compiled by CBRE

Test of Reasonableness

As final test of reasonableness we compared the above concluded As Is residential land value of

$51400000 or $94139 per
entitled paper lot to March 2010 sale of 140 acres .f Ri zoned

land in an affluent Southern California
city Oceanside This raw site is located inland but surrounds

golf course At sale price of $16700000 and projected lot count of 202 lots the price paid

per
lot was $82673 While this transaction is located some distance from thejecf and is

generally inferior it provides additional support for our As Is value conclusion

63

CJG



SANTA ANITA PARK AND SURPLUS LAND LAND VALUE EXCESS COMMERCIAL LAND

LAND VALUE EXCESS COMMERCIAL LAND

The value of the 85 acres of excess or surplus land has been estimated by comparing similar

commercial or commercial oriented sites that have sold or are currently in escrow to the subject

Consistent with market practice we have used price per square foot as the unit of comparison Each

sale is discussed on the following pages with an analysis and conclusion following summary chart

of the data is presented below with map on the following page Detailed data sheets for each sale

are included in the Addenda

SUMMARY OF COMPARABLE LAND SALES EXCESS LAND
Traneostlon Actual Sal A4u.ted Sal Size Size Price

No Propopty Location Type Date Zoning Price Pricer Acr SF PerSir

Wbitti.rBladA.semblage Apr.10 Various $73370286 S73370286 95.00 -4138200 817.73

tor CA tlogoIia$ians

2001 E.57thStr.et Mar-iD Industrial 514385254 S14.385254 10.75 468270 $30.72

Vorsron CA

8001 GarveyAvepo Feb-10 C3 $17987000 $17987000 16.85 734147 $24.50

Rasm.od CA

.465Crerehawevrl Dec.09 M2 5176500.00 S17650000 15.00 653400 527.01

Torrance CA

NWCC.r4ralUrsv.qsily FaiI.tI Od.09 CM $5200000 $5300000 4.97 216493 824.48

Carson CA Escrow

1201 NorthMagnollaAap Sale Apr-09 Industrial 519795398 521295398 21.64 942638 522.59

Arrahi.n CA

NECFoothillandCollege Sale Jan.09 C-L8 $10400000 $10400000 11.46 499198 520.83

CIaemont CA

SUBCT Si ondRl --- 85.00 3702600
285W Huntington

Arcodia CA

Transaction amount adjusted icr cash equralercy and tieceLopnsant cotis whet applicable

2Coroparable sale
prize it an .stinetion se narrative

Compiled by CBRE
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The sales utilized represent the best data available for comparison with the subject property They

were selected from our research of comparable arid sales within the Southern California area These

sales were chosen based upon location size of the site date of sale and highest and best use of the

site We have analyzed the comparable land sales on price per square foot of land area basis

ANALYSIS OF LAND SALES

Land Sale One

This comparable represents two abutting components listed separately but marketed for assemblage

potential Both components have significant frontage on Whiffier Boulevard in the city of Whittier

The larger component is the Fred Nelles Youth Correction facility which the State of California has

recently February 201 selected buyer for it is approximately 74 acres located at the southeast

corner of Whittier Boulevard and Sorensen Avenue in the city of Whiff jet California There are 64

existing buildings eight maybe historic The demolition and site costs were cited as significant to the

ultimate purchase price by one participant however specific cost estimate was not available The

site is currently zoned Workplace District in the Whittier Specific Plan Development will need specific

city approval and will probably contain 15% low income requirement There is proposal by the

city of Whittier for mixed use of the property including public parks residential 10 to 35 units per

acre retail and office The site is sold pending entitlements which are projected by the seller in Q4

2010

The Whittier Daily News Feb-i 2010 reports confirmation through the City Manager Steve Helvey

that the buyers are development team comprised of Lewis Operating Group of Upland and Shapell

Homes of Beverly Hills Our confirmation
requests through the city and state were unsuccessful due to

confidentially clauses in the contract The reported price as disclosed in the same article is

4MCflP.k
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$57000000 or $1 7.73 per square foot While parties directly associated could not violate

confidentiality multiple sources indicated this figure was reasonable

The second component represents approximately 21 acres improved with two industrial buildings on

Whittier Boulevard and abuiling th8 Nelles site The broker involved with the listing indicated there

were offers from buyers who were interested in this portion as standalone component as well as

those who bid on the Nelles site source involved with this sale negotiation indicated that the buyer

of the Nelles site is one of several participants currently adive in the final round of price negotiations

retaining the potential for assemblage of both sites While the some confidential source could not

confirm the current negotiating price it is reportedly similar to the Nelles escrow price We have

applied $1 7.73 per square foot to arrive at an estimated purchase price for all 95-acres

All parties surveyed noted the strong interest from well capitalized and/or institutional buyers was

positive sign in market where investments of this scale have languished

Adjustments

Conditions of Sale As pending transactions in volofile market downward ad1ustment is

warranted

Location An upward adjustment for the comparables inferior Whittier location has

been applied Whiflier has significantly lower demographic profile when

compared to the subjed

Zoning/Use The subjects zoning is mix of residential and special use both of which

would require zone changes to allow the proposed commercial/mixed-use

development Further the citys is likely to require based on its proposal

significant open space and the preservation of some or all of the historic

buildings These considerations require upward adjustment

Other Realty The large multi-family residential component of the Nelles site would not

Components require significant adjustment if all units were market rate however the city

is likely to require 15% of the residential units be rent restrided for low-

income tenants This necessitates an upward adjustment

Non-Really Upward adjustment is necessary for the cost of demolition and clean up

Components

Land Sale Two

This is the March 2010 sale of 10.75-acre industrial site located at 2001 57th Street in the city of

Vernon The site is situated midblock on the south side of 57th Street with additional access/exposure
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to 55th Street which borders the site to the north The site is L-shaped is level at grade with the

odacent surface streets and has all utilities in place The site is zoned by the city of Vernon

The buyer dba is C.R Laurence Co is user already in Vernon and required minimum 10 acre site

This was the only site available to the buyer in this size range The land area size was reduced from its

original purchase by the City of Vernon due to lot line adjustment The sale price is $14385254

or $30.72 per square fool It was listed for sale in November 2009 at $30.72 per square foot

The city of Vernon acquired the site in December 2007 from Smurfit Stone Container it that time the

site was improved with five industrial buildings with combined building area of 68926 square feet

which were subsequently demolished

The property sold for $1 7250000 or $35.77 per square fot based on land area of 11 .1 acres

Adjustments

Conditions of Sale As an owner user sale downward adjustment is warranted

Location An upward adjustment for the comparables inferior Vernon location has

been applied Whittier has significantly lower demographic profile when

corn pa red to the sublect

Land Sale Three

This the February 2010 sale of former automotive auction facility located on the northern line of

Garvey Avenue at Denton Avenue in the city of Rosemead The site contains approximately 6.85

acres and was previously utilized by the seller as the Los Angeles Dealers Auto Auction Onsite

improvements are comprised of two-story main building containing 25728 square feet per

Assessor constructed in 951 Additional miscellaneous improvements include several workshop

buildings sheds and canopies The property was marketed as redevelopment site unpriced Five

buyers were selected and invited to submit best and final offers The purchase price was

$1 7987000 or $24.50 per square foot of site area There were several offers below this price and

one above The buyer was selected based on an ability to complete due diligence within 30 days and

close in 60 days Most buyers wanted time to explore entitlements The selected
buyer

also paid cash

It is understood the buyer intends to develop the site with single-story retail center and the city of

Rosemead is said to favor such proposal However there were no entitlements in place at the close

of escrow

Adjustments

Location An upward adjustment for the comparables inferior Rosemead location has

been applied Rosemead has significantly lower demographic profile

when compared to the subject
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Non-ReaRy Upward adlustment is necessary for the cost of demolition and clean up

Components

Land Sale Four

This is December 2Q09 escrow of 50 acre triangular shaped site located on the west side of

Crenshaw Boulevard at 208 Street in the city of Torrance The local area is developed with

predominately industrial properties The site was utilized by PPG as paint manufaduring plant The

improvements were demolished over decade ago The seller has been remediating the site and will

deliver the site clean and will indemnify the buyer from any future environmental liabilities In

September 2008 the property was marketed to major and local irilustrial developers on an open bid

basis The City of Torrance was the highest bidder at $32.00 per square foot In March 2009 the

purchase price was renegotiated to $27.00 per square foot due to deteriorating market conditions

This reflects 5.6 decline in price over six months The sale was put into escrow in March 2009

The City of Torrance will be using approximately 50 to 6.0 acres of the site for transit yard The

remaining acreage will be held for future development

Adjustments

Conditions of Sale As failed transadions in declining market downward adjustment is

warranted

Location An upward adjustment for the comparables inferior Torrance location has

been applied Whittier has significantly lower demographic profile when

compared to the subject

Land Sale Five

This is the failed escrow of 4.97-acre site located at the northwest corner of Central and University

Avenues in the city of Carson Adjacent uses include the campus of Cal State Dominguez Hills and

single-family residential districts The site is vacant level at street grade with all utilities to site The

zoning is CM or commercial manufacturing which permits variety of uses

According to the listing broker the property was under contract for little over $5 million and we

have used the figure $5200000 or $24.A8 per square foot The buyer intended to construct

medical office building but dropped out of escrow in October 2009 as he was able to acquire and

reconfigure an existing building at lower price point The site has been listed for sale at

$10000000 and has been on the market for 24 months.

While small relative to the subject this comparable is recent negotiation of large similarly zoned

site in an infill location with good frontage and exposure
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Adjustments

Conditions of Sale As failed escrow downward adjustment is
necessary

Market Conditions As on older transaction in declining market downward adjustment for

time has been made

Location Due to the comparables inferior location with significantly inferior

demographic profile upward adjustment was warranted

Parcel Size/Value Downward adjustment is necessary
for the comparables smaller size/value

and resulting scale of required investment

Land Sale Six

This comparable is the April 2009 sale of 21.64-acre parcel located at 1201 North Magnolia

Boulevard in the city of Anaheim in Orange County Specifically the property is located on the west

side of North Magnolia just south of the Artesia SH 91 Freeway Adjacent uses are primarily

industrial with some commercial office uses The site is mostly rectangular in shape and appears to be

level although the plat map reveals
slope easement along North Magnolia Boulevard The site has

very good access to the Artesia and Santa Ana 11-5 freeways Improvements to the site include

vacant single-tenant manufacturing building totaling 290000 square
feet and constructed in 1953

Accord ing to the listing agent there was bid auction for the site in August 2008 Offers came in the

low $20s on per square foot bqsis The property oid to developer that intends to develop ci

build-to-suit for Northgate Supermarket The broker believes that because the developer has the

tenant in tow he was willing to pay slightly above market for the site Costs to demolish the building

aid clean up the site are estimated at $1500000

Adjustments

Conditions of Sale Some downward adjustment is necessary for the sellers motivation

Location In comparison to the subject significant upward adjustment for the

comparables inferior location is warranted

Non Realty Upward adjustment is necessary for the cost of demolition and clean up

Components

Land Sale Seven

This comparable is the January 2009 sale of 11 .6-acres of raw land located on the northeast corner

of Foothill Boulevard and College Avenue in the city of Claremont The site is directly north of the

Harvey Mudd College prestigious engineering and science school which is port of the contiguous
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Claremont Colleges The buyer reportedly intends to develop the southern portion of the site with

parking lot in order to fulfill zoning requirements for nearby expansion of the college The site was

raw land at the time of the transaction Community objection to development of the comparable site

was significant The northern portion of the site is to be sold to related education entity for on

undisclosed amount for continued use as biology field station At the reported sale price of

$10400000 the price per square
foot is $20.83 and the price per acre is $9075Q4

Adjustments

Market Conditions As on older transaction in an improving market on upward adjustment for

time has been mode

Location In comparison to the subject significant upward adjustment for the

comparables inferior location is warranted

Parcel Size/Value Downward adjustment is necessary for the comparables smaller size/value

and resulting scale of required investment

Zoriing/Use An upward adjustment is required for the comparables zoning/proposed

use due to it restricted use portion left vocant/parking only

SUMMARY OF ADJUSTMENTS

Bgsed on comparative dnalysis the following table summarizes the adji.stments warranted when

comparing each sale to the subject
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LAND SALES ADJUSTMENT GRID EXCESS LAND

Comparable Number
Subject

Transaction Type Escrow Neg Sale Sale Sale Failed Escrow Sale Sale

Transaction Dote Apr-10 Mar-10 Feb-10 Dec-09 Oct-09 Apr-09 Jan-09

Zoning/Use Various Industrial C3 M2 CM Industrial C-LE

Actual Sale Price $73370286 $14385254 $17987000 $17650000 $5200000 $19795398 $10400000

Adjusted Sale Price1 $73370286 $14385254 $17987000 $17650000 $5300000 $2 1295398 $10400000

SizeAcres 95.00 10.75 16.85 15.00 4.97 21.64 11.46 85.00

Size SF 4138200 468270 734147 653400 216493 942638 499198 3702600
Price PerAcre $772319 $1.338163 $1067243 $1176667 $1066398 $984076 $907504
Price PSF $17.73 $30.72 $24.50 $27.01 $24.48 $22.59 $20.83

Properly Rights Conveyed 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Financing Terms1 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Conditionsof Sale -10.0% -25.0% 0.0% -5.0% -5.0% -5.0% 0.0%

Market Conditions 0.0% 0.0% 0.0% 0.0% -5.0% -10.0% -15.0%

Subtotal $15.96 $23.04 $24.50 $25.66 $22.09 $19.32 $17.71

Location 40.0% 40.0% 30.0% 20.0% 35.0% 35.0% 350%
Parcel Size/Value 0.0% 0.0% 0.0% 0.0% -10.0% 0.0% -5.0%

Access/Exposure 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Physical Characteristics 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Zoning/Use 20.0% 0.0% 0.0% 0.0% 0.0% 0.0% 50.0%

Other Really Components 10.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

tIon-Realty Components 10.0% 0.0% 5.0% 0.0% 0.0% 10.0% 0.0%

Total Other Ad justments 80.0% 40.0% 35.0% 20.0% 25.0% 45.0% 80.0%

Value Indication for Subject $28.72 $32.26 $33.08 $30.79 $27.62 $28.01 $31.88

Transaction amount odlusted for cosh equivalency and/ar development costs where applicable

Compiled by CBRE
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CONCLUSION EXCESS LAND COMMERCIAL COMPONENT

The comparable land sales provided unadjusted pricing indications from $17.73 to $30.72 per

square foot of site area and adjusted pricing from $22.59 to $33.08 per square foot with an

average adjusted pricing indication of $29.23 per square foot

Based on the preceding analysis of each comparable and the foregoing adjustment grid we have

concluded slightly above the average of the ad1usfed pricing indications The following table presents

the valuation conclusion

CONCLUDED LAND VALUE EXCESS COMMERCIAL SITE

PSF Subject SF Total

$31.00 3702600 $114780600

Indicated Value Rounded $115000000

Compiled by CBRE

We are also aware of recent land listing within 1/2 mile of the subject at 650 Huntington Drive

The listing is for narrow .69 acres with 33 feet of frontage and ARC-OD commercial/office

zoning The owner is in the
process

of seeking entitlements for 75-unit senior condominium projed

This listing has been reduced from $7890000 to $6980000 with no serious interest at either price

At the current price the asking price equates to $94.82 per square foot Considering reasonable

reductions for the listings lack of interest at this price and significantly smaller size this listing provides

further support for our value conclusion

Finally in January of 201 the State of California auctioned off approximately 50-acres of land

which included the Orange County Fairground Similar to the subject site this is large generally

inf ill site in relatively affluent area with existing uses that would be exceptionally contentious to

redevelop As reported in the Los Angeles Times and the Orange County Register initial bids ranged

between $2 million and $55 million dollars This wide range highlights the challenge in underwriting

assets of this nature during the current economic environment The winning bidder was Craig Realty

Group developers of the Citadel Outlet Center in Commerce and the Cabazon Outlet shops both

malor regional shopping destinations The winning bid was $56.5 million dollars or roughly $8.65

per square foot of land The buyer indicated that continued operation of portion of the property as

fair ground is intended however break out of the intended uses was not available This makes

direct comparison to the subject unreliable and discussion of the sale is included Ear reference only
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VALUE CONCLUSION ALL COMPONENTS

The Racetrack Residential Component was valued on Hypothetical As if Vacant and Entitled basis

using both the Sales Comparison Approach and Land Residual Analysis The results were as follows

Sales Comparison $96000000

Land Residual Analysis $98000000

These hypothetical values were used as basis for the As Is value of the Racetrack Residential

Component This was done by factoring in extraordinary costs associated with the subjects current

historic improvements and adjusting discounting for the time
necessary

for the subject to reach

vacant and entitled status Based on this analysis we have concluded to an As Is1 value for the

Racetrack Residential Component of $51 400000

The Excess Commercial Land Component was valued at $11 5000000

The combined market value equals the sum of $1 6640000G
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ASSUMPTIONS AND LIMITING CONDITIONS

Unless otherwise specifically noted in the body of the report it is assumed that title to the property or properties

appraised is clear and marketable and that there are no recorded or unrecorded matters or exceptions to total that

would adversely affect marketability or value CB Richard Ellis Inc is not aware of any title defects nor has ii bee.n

advised of any unless such is specifically noted in the report CB Richard Ellis Inc however has not examined title and

makes no representations relative to -the condition thereof Documents dealing with liens encumbrances easements

deed restrictions clouds and other conditions that may affect the quality of title have not been reviewed lnsuronce

against financial loss resulting in claims that may arise out of defects in the subject propertys title should be sought from

qualified title company that issues or insures title to real property

It is assumed that improvements have been constructed or will be constructed according to approved architectural plans

and specifications and in conformance with recommendations contained in or based upon any soils reports

Unless otherwise
specifically note.d in the body of this report it is assumed that any existing improvements on the

property or properties being appraised are structurally sound seismically safe and code conforming that all building

systems mechanicol/electrkal HVAC elevator plumbing etc are or will be upon completion in good working order

with no major deferred maintenance o1 -repair required that the roof and exterior are in good condition and free from

intrusion by the elements that the property or properties have been engineered in such manner-that if or they will

withstand any known elements such as windstorm hurricane tornado flooding earthquake or similar natural

occurrences and that the improvements as -currently constituted conform to- all applicable local state -and federal

building codes and ordinances Richard Ellis Inc professionals are not engineers and are not competent to judge

matters of on engineering nature CB Richard Ellis Inc has- not retained independent structural mechanical electrical

or civil engineers in connection with this appraisal and therefore makes no representations relative to the cpndition -of

improvements Unless otherwise specifically nted in the body of the report no problems were boughfto.the attention

of CB Richard Ellis Inc by ownership or management CB Richard Ellis Inc inspected less than 100% of the- entfre

interior and exterior portions of the improvements and CB Richard Ellis Inc was not furnished any engineering studies

by-the owners or by the
party- requesting thi appraisal If questions in these-rs ore critical to the decision prces of

the reader the advice of competent- engineering consultants -should be obtained and rejied upon It- is
specifically

assumed that any knowledgeable and prudent purchaser would as precondition to closing sale obtain

satisfactory engineering report relative to the structural
integrity

of the property arid the
integrity

of building systems
Structural problems and/or building system problems may not be visually detectable If engineering consultants retained

should report negative factors of material nature or if such ore loter discovered relative to the condition of

improvements such information could have substantial negative impact on the conclusions reported in this appraisal

Accordingly if negative findings are reported by Łngineerin consultants CB Richard Ellis Inc reserves the
right to

amend the appraisal conclusions reported -herein

Unless otherwise stated in this report the existence of hazardous material which may or may not be present on The

property was not observed by the appraisers CB Richard Ellis Inc has no knowledge of the existence of such materials

on or in the property CB Richard Ellis Inc however is not qualified to detect such substances The presence of

substances such as asbestos urea formaldehyde foam insulation contaminated groundwater or other
potentially

hazardous materials may affect the value of the property The value estimate is predicated on the assumption that there

is no such material on or in the property that would cause loss in value No
responsibility is assumed for any such

conditions or for any expertise or engineering knowledge required to discover them The client is urged to retain on

expert in this field if desired

We have inspected as thoroughly as possible by observation the land however if was impossible to personally inspect

conditions beneath the soil Therefore no representation is made as to these matters unless specifically considered in

the appraisal

All furnishings equipment and business operations except as specifically stated and typically considered as part of real

property have been disregarded with only real property being considered in the report unless otherwise stated Any

existing or proposed improvements on or off-site as well as any alterations or repairs considered ore assumed to be

completed in workmanlike manner according to standard practices based upon the information submitted to CB
Richard Ellis Inc This report may be subject to amendment upon re-inspection of the subject property subsequent to

repairs modifications ohteration and completed new construction Any estimate of Market Value is as of the date

indicated based upon the information conditions and projected levels of operation

his assumed that all factual data furnished by the client property owner owners representative or persons designated

by the client or owner to supply said data are accurate and correct unless otherwise specifically noted in the appraisdl
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report Unless otherwise specifically noted in the appraisal report CB Richard Ellis Inc has no reason to believe that

any
of the data furnished contain any material error Information and data referred to in this paragraph include

without being limited to numerical street addresses lot and block numbers Assessors Parcel Numbers land

dimensions square footage area of the land dimensions of the improvements gross building areas net rentable areas
usable areas unit count room count rent schedules income data historical operating expenses budgets and relatsid

dat Any material error in any of the above doto could have substantial impact on the conclusions reported Thus

CB Richard Ellis Inc reserves the right to amend conclusions reported if mode aware of any such error Accordingly

the client-addressee should carefully review all assumptions data relevant calculations and conclusions withirt 30 days

after the date of delivery of this report and should immediately notify CB Richard Ellis Inc of any questions or errors

The date of value to which any of the conclusions and opinions expressed in ihis report apply is set forth in the Letter of

Transmittal Further that the dollar amount of any value opihion herein rendered is based upon the purchasing power
of the American Dollar on that dote This appraisal is based on market conditions existing as of the dote of this

oppratsal Under the terms of the engagement we will have no obligation to revise this report to reflect events or

conditions that occur subsequent to the dat.e of the appraisal However CB Richard Ellis lix will be qvailable to

discuss the necessity for revision resulting
from changes in economic or market factors affecting the subject

CB Richard Ellis Inc assumes no private deed
restrictions limiting the use ofthe subject property in any way

Unless otherwise noted in the body of the report it is assumed that there are no mineral deposit or subsurface rights of

value involved in this appraisal whether they be gas liqiid or solid Nor ore the
rights associated with extraction or

exploration of such elements considered unless otherwise stated in this appraisal report Unless otherwise stated
it is

also assumed that there ore no air or development rights of value that may be transferred

CB Richard Ellis Inc is not aware of
any contemplated public initiatives governmental development controls or rent

controls that would
significantly

affect the value of the subject

10 The estimate of Market Value which may be defirwd within the body this report is subject to change with market

fluctuations over time Market value is highly related to expos.u timO promotion effort terms motivation and

conclusions surrounding the offering The value estimates consider the productivity and relative attractiveness of the

property bath physically and economically on the open market

11 Any cash flows included in the analysis are forecasts of estimated ftire operqting characteristics are predicated an the

informatiort and assumptions contained within the report My projections of income epenses and economic

conditions utilized in this report are not predictions of the future Rather they are estimates of current market

expectations of future income and expenses The achievement of the financial projections will be affected by fluctuating

economic conditions and is dependent upon other future occurrences that cannot be assured Actual results may vary

from the projections considered herein CB Richard Ellis Inc does not warrant these forecasts will occur Projections

may be affected by circumstances beyond the current realm of knowledge or control of CB Richard Ellis Inc

12 Unless specifically set forth in the body of the report nothing contained herein sholl be construed to represent any direct

or indirect recommendation of CB Richard Ellis Inc to buy sefl or hold the properties at the valye stated Such

decisions involve substantial investment strategy questions and must be
specifically addressed in consültatiôn form

13 Also unless otherwise noted in the body of this report it is assumed that no changes in the preseni zoning ordinartces Or

regulations governing use density or shape are being considered The property is appraised assuming that all required

licenses certificates of occupancy consents or other legislative or administrative authority from any local state nor

national government or private entity or organization have been or can be obtained or renewed for any use on which

the value estimates contained in this report is based unless otherwise stated

14 This study may not be duplicated in whole or in port without the specific written consent of CB Richord Ellis Inc nor may
this report or copies hereof be transmitted to third parties without said consent which consent CB Richard Ellis Inc

reserves the right to deny Exempt from this restriction is duplication for the internal use of the client-addressee and/or

transmission to attorneys accountants or advisors oi the client-addreesee Also exempt roi-i this testridion is

transmission of the report to any court governmental authority or regulatory agency having lurisdiction over the

party/parties far whom this appraisal was prepared provided that this report and/or its contents shall not be published

in whole or in part in any public document without the express written consent of CB Richard Ellis lnc which consent

CB Richard Ellis Inc reserves the right to deny Finally this report shall not be advertised to the public or otherwise

used to induce third party to purchase the property or to make sale or offer for sole of anysecurity as such

terms are defined and used in the Securities Act of 1933 as amended Any third party not covered by the exemptions

herein who may possess this report is advised that they should rely on their own independently secured advice for any
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decision in connection with this property CB Richard Ellis Inc shall have no accountability or responsibility to any such

third party

15 Any value estimate provided in the report applies to the entire property and any pro ration or division of the title into

fractional interests will invalidate the value estimate unless such pro ration or division of interests has been set forth in

the report

16 The distribution of the total valuation in this report between land and improvements applies only under the
existing

program of utilization Component values for land and/or buildings are not intended to be used in conlunction with

any other property or appraisal and are invalid if so used

The maps plats sketches grophs photographs and exhibits included in this report are for illustration purposes only and

are to be utilized only to assist in visualizing matters discussed within this report Except as specifically stated data

relative to size or area of the subject and comparable properties has been obtained from sources deemed accurate and

reliable None of the exhibits are to be removed reproduced or used apart from this report

18 No opinion is intended to be expressed on matters that may require legal expertise or specialized investigation or

knowledge beyond that customarily employed by real estate appraisers Values and opinions expressed presume that

environmental and other governmental restrictions/conditions by applicable agencies hove been met including but not

limited to seismic hazards flight patterns decibel levels/noise envelopes fire hazards hillside ordinances density

allowable uses building codes permits licenses etc No survey engineering study or architectural analysis has been

made known to CB Richard Ellis Inc unless otherwise stated within the body of this report If the Consultant hqs not

been supplied with termite inspection survey or occupancy permit no responsibility or representation is assumed or

made for any casts associated with obtaining same or for any deficiencies discovered before or after they are obtained

No representation or warranty is made concerning obtaining these items CB Richard Ellit Inc assumes no

responsibility
for

any costs or consequences arising
due to the need or the lock of need for flood hazard insurance An

agent for the Federal Flood Insurance Program should be contacted to determine the actual need for Flood Hazard

Insurance

Acceptance and/or use of this report constitutes full acceptance of the Contingent and Limiting Conditions and special

assurnption.s set forth in this report It the responsibility
of the Client or clients desigriees read in full

comprehend and thus become aware of the aforementioned contingencies and
limiting conditions Neither the

Appraiser nor CB Richard Ellis Inc assumes responsibility for any situation arising out of the Clients filure to become

familiar with and understand the some The Client is advised to retain experts in areas that fall outside the scope of the

real estate appraisol/consulting profession ii so desired

20 CB Richard Ellis Inc assumes that the subject property analyzed herein will be under prudent and competent

management and ownership neither inefficient nor superefficienL

21
It is assumed that there us full compliance with all applicable federal state and local environmental regulations qnd
laws unless noncompliance is stated defined and considered in the appraisal report

22 No survey of the boundaries of the property was underfaken All areas arid dimensions furnished are presumed to be

correct It is further assumed thot no encroachments to the realty exist

23 The Americans with Disabilities Act ADA became effective January 26 1992 Notwithstanding any discussion of

possible readily
achievable barrier removal construction items in this report CS Richard Ellis Inc has not made

specific compliance survey and analysis of this property to determine whether it is in conformance with the various

detailed requirements of the ADA It is possible that compliance survey
of the property together with 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 ADA If so this fact could have negative effect on the value estimated herein Since CS Richard

Ellis Iric has specific information
relating to this issue nor is CB Richard Ellis Inc qualified to make such an

assessment the effect of any possible non-compliance with the requirements of the ADA was not considered in

estimating the value of the subject property

24 Client shall not indemnify Appraiser or hold Appraiser harmless unless and only to the extent that the Client

misrepresents distorts or provides incomplete or inaccurate appraisal results to others which acts of the Client

proximately result in damage to Appraiser The Client shall indemnify and hold Appraiser harmless from any claims

expenses judgments or other items or costs arising result of the Clients failure or the failure of any of the Clients

agents to provide complete copy of the appraisal report to any third party In the event of any litigation between the

parties the prevailing party to such litigation shall be entitled to recover from the other reasonable attomey lees and

costs
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25 The report is for the sole use of the client however client may provide only complete final copies of the approisal

report in its entirely bul not component pads to third parties who shall review such reports in connection with loan

underwriting or securitization efforts Appraiser not required to explain or testify as to appraisal results other than to

respond to the client for routine and customary questions Please note that our consent to aIlcv an appraisal report

prepared by CB Richard Ellis Inc or portions of such report to become
port

of or be referenced in any public offering

the granting of such consent will be at our sole discretion and if given will be on condition that we will be provided

with an lndemnificatin Agreement and/or Non-Reliance letter in form and content
satisfactory to us by party

satisfactory us We do consent to your submission of the reports to
rating agencies loan participonts or your öuditors

in its entirety but not component parts without the need to provide us with an Indemnification Agreement and/Or Non-
Reliance letter
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assessed value Assessed value applies in ad valorem

taxation and refers to the value of property according

to the tax rolls Assessed value may not conform to

market value but it is usually calculated in relation to

market value base.t

cash equivalency The procedure in which the sale

prices
of comparable properties sold with atypical

financing are adjusted to reflect typical market terms

contract rent The actual rental income specified in

lease

effective rent The rental rate net of financial

concessions such as periods of no rent during ihe leose

terrn may be calculated on discounted basis reflecting

the time value of money or on simple straight-line

basis

excess land In regard to an improved site the land

riot needed to serve or support the.existing improvement

In regard to vdcont site or site cbnsidered as though

vacant the land no needed to accommodate the sites

primary highest and best use Such land may be

separated from the larger site and have its own highest

and best use or it may allow for future expansion of the

existing or anticipated improvement See also surplus

land

extraordinary assumpiion An assumption directly

rel ted to specific assignment which if found to be

false could alter the opinions or conclusions

Extraordinary assumptions presume as fact otherwise

uncertain information about physical leggl or economic

chantctetistiot of the subject proprty or about

conditions external to the property such as market

conditions or trends or about the integrity of data used

in an analysis See also hypothetical condition

fee simple estate Absolute ownership

unencumbered by any other interest or eState subject

only to the limitations imposed hy the governmental

powers of taxation eminent domain police power and

escheat.t

floor area ratio FAR The relationship between the

above.ground fioo.r area of building as described by

the building code and the area of the plot on which it

stonds in planning and zoning often expressed aS

decimal e.g rotio of2.O indicates that the permissible

floor area of building is twice the total and drea also

called buiding-to.iand ratio.t

full service lease lease in which rent covers all

operating expenses Typically full service leoses are

combined with an expense stop the expense level

covered by the contract lease payment Increases in

expenses above the expense stop level are passed

through to the tenant and are known as expense pass

fhroughs

going concern value Going concern value is the

value of proven property operation It includes the

incremental value associated with the business concern

which is distinct from the value of the real estate only

Going concern value includes an intangible

enhancement of the value of an operating business

enterprise which is produced by the assemblage of the

land building labor equipment and marketing

operation This process creates on economicolly viable

business that is expected to continue Going concern

value refers to the total value of property including

both real property and intangible personal property

attributed to the business value

gross building area GBA The total Floor area of

building including below-grade space but excluding

unenclosed areas measured from the exterior of the

walls Gross building area for office buildings is

computed by measuring to the outside finished surface of

permanent Outer building walls without any deductions

All endosed floors of the building including basements

mechanical equipment floors penthouses and the like

are included in the measurement Parking spaces and

parking garages are excluded

hypothetical condition That which is contrary to

what exsts but is supposed for the purpose of analysis

Hypothetical conditions assume conditions contrary to

known fads about physical legal or economic

characteristics of the subject property or about

conditions external to the property such as market

conditions or trends or about the
integrity

of dqta used

in an analysis See also extraordinary assumption

insurable value insurable Value is based on the

replacement and/or reproduction cost of physical items

that are sublect to loss from hazards Insurebie value is

that portion of the value of an asset or asset group that is

acknowledged or recognized under the provisions of an

applicable loss insurance policy This value is often

controlled by state law and varies from state to state

investment value Investment value is the value of an

investment to particular investor based on his or her

investment requirements In contrast to market value

investment valtje is value to on individual not value in

the marketplace Investment value reflects the subjectie

relationship between particular investor and given

investment When measured in dollars investment value

is the price an investor would pay for an investment in

light of its perceived capacity to satisfy his or her desires

needs or investment goals To estimate investment

value speclfic investment criteria must be known

Criteria to evaluate real estate investment ore not

necessarily set down by the individual investor they may
be established by an expert on real estate and its value

that is an appraiser
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leased fee

See leased fee estate

leased fee estate An ownership interest held by

landlord with the
right

of use and occupancy conveyed

by lease to others The
rights

of the lessor the leased fee

owner and the leased fee are specified by contract terms

contained within the lease.t

leasehold

See leasehold estate

leasehold estate The interest held by the lessee the

tenant or renter through lease conveying the rights of

use and occupancy for stated term under certain

coriditions

market rent The most probable rent that property

should bring in competitive and open market reflecting

all conditions and restrictions of the specified lease

agreement including term rentOl adjustment and

revoluation permitted uses use retridions and expense

obligationst

market value Market value is one of the central

concepts of the apprafsal practice Mrket value is

differentiated from other types of value in that it is

created by the collective patterns of the mrket Market

value means the mast probable price
which property

should bring in competitive and open mdrket under ll

conditions
requisite to fair sale the buyer and seller

each acting prudehtly and knowledgeably and assuming

the price is not affected by undue stimulus
Implicit in

this definition is the consummation of sale as of

specified ddte and the passing of title from seller to buyer

under conditions whereby reasonable time is

allowed for exposure in the open market Both parties

are well informed or well advised and acting in what

they consider their own best interests Buyer and seller

are typically motivated Payment is made in terms of

cash in U.S dollars or in terms of financial

arrangements comparable thereto and The price

represents the normal consideration for the property sold

unaffected by special or creative
financiri9 or sales

concessions granted by anyone associated with the sale

marketing period The time
jt

takes an interest in

real property to sell on the market subsequent to the dote

of an appraisal

net lease Lease in whith all or some of the operating

expenses are paid directly by the tenant The landlord

never takes possession of the expense payment In

Triple Net Leose all operating expenses Ore the

responsibility of the tenant including property taxes

insurance interior maintenance and other

miscellaneous expenses However management fees

and esterior maintenance are often the responsibility of

the lessor in
triple net lease modified net lease is

one in which some expenses are paid separately by the

tenant and some are included in the rent

net rentable area NRA The area on which

rent is computed The Rentable Area of floor shall

be computed by measuring to the inside finished surface

of the dominant portion of the permanent outer building

walls excluding any major vertical penetrations of the

floOr No deductions shall be made for columns and

projections necessary to the building Include space

such as mechanical room janitorial room restrooms

and lobby of the floor

occupancy rate The relationship or ratio between the

income received from the rented units in property and

the income that would be received if all the units were

ccupied.4

prospective value opinion forecast of the value

expected at specified future date prospective value

opinion is most frequently sought in connection with real

estate projects that are proposed under construction or

under conversion to new us or those that have not

achieved sellout or .0 stabilized level of long-term

occupancy at the time the appraisal report is written

reasonable exposure time The estimated length

of time the property interest being appraised would have

been offered on the market prior to the hypothetical

cOnsummation of asale at market value on the effective

date of the apprcisal retrospective opinion based

upon an analysis of past events assuming competitive

and open market

rent

See

hill service lease

net lease

market rent

contract coupon face or nominal rent

effediie rent

shell rent The
typical rent paid for retail office or

industrial tenant space based on minimal shell interior

finishes called plain vanilla finish in some areas

Usually the landlord delivers the main building shell

space or some minimum level of interior build-out and

the tenant completes the interior fInish which can include

wall ceiling and floor finishes mechanical systems

interior electric and plumbing Typically these ore long-

term leases with tenants paying all or most property

expenses

surplus land Land not necessary to support the

highest arid best use of the
existing improvement but

because of physical limitations building placement or

neighborhood norms cannot be sold off separately

Such land may or may not contribute positively to value

ond may or may not accommodate future expansion of
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an existing or anticipated improvement See also excess

land

usable area The area actually used by individual

tenants The Usable Area of an office building is

computed by measuring to the finished surface of the

office side of corridor and other permanent walls to the

center of partitions that separate the office from

adoining usable areas and to the inside finIshed surface

of the dominant portion of the permanent outer building

walls Exdudes areas such as mechanical rooms

janitorial room1 restrooms lobby and any maor vertical

penetrations of multi-tenant floor

use value Use value is concept based on the

productivity of an economic good Use value is the

value ci specific property has for specific use Use

value focuses on the value the real estate contributes to

the
enterprise which it is part without regard to the

propertys highest and best use or the monetary amount

that might be realized upon its sale

value indication An opinion of value derived

through application of the appraisal process

The Apprausd of Real Estate Twelfth Edition Appraisal Institute

2001

The Dictionary of Real Estate Appraisal Fourth Edition Appraisal

Institute 2002

Office of Comptroller of the Currency 0CC 12 CFR- Part 34
Subpart Appraisals 34.42 Office of Thrift Supervision

OTS 12 CFR 56-4 Appraisal Institute The Drcfanoy of

Real Estate Appraisal 4th ed Chicago Appraisal Institute 2002
177-178 This is also compatible with the RTCf FDIC FRS and

NCUA definiffons 0f market value as well as the esample

referenced in the Uniform Standards of Professional
Approlzol

Practice USPAJ

2000 8OMA Experience Exchange Report Income/Expense

Analysis for Office Buildings Bulldin Owners and Managers

Association 2000

tt Statement on Appraisal Standard Nb Appraisal Standards

Beatd of The Appraisal Foundation September 16 1993 revised

June 15 2004
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ALTERNATIVE ANALYSIS RACETRACK RESI DENTIAL COMPONENT
CB 1.O-0736A

Prior appraisat CB 10-0736 incorporated by reference

Alternative Assumptions

1p 42 543 Park and historic dedications reduced to from

results in Resulting Devopment Site Area of 84.23 acres

vs prior 56.74 and Resulting Net Site Area of 147.39

acres vs prior 25.39 acres an increase of 7.55%

Applied to the prior final or finished value of $96000000
results in Value As Vacant and Entitled of $112848000
$96000000 1.1755

This is value in current dollars Applying 3% annual

inflation/price appreciation over the five
year holding period

increases the future value to $130822000 $112848000
.159

pg 62j The $1 0000000 upfront cost for vacating and entitlement

has beer converted to $2000000 per year cost ever the five

year holding period

62 The $3200000 Demolition Cost previously deducted upfronl

has been trended at 3% and deducted at the end of the five
year

holding period The deduction is $3710000 $3200000
1.1593
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SANTA ANITA PARK
DISCOUNTED CASH FLOW ANALYSIS

SECONDARY SCENARIO

YEAR Reversion Rounded

Valuation

As If Vacant Residential Land Value 512848000 $116233440 $1 19720443 $123312056 $127011418 $130822000

Initial Costs

Demolition Costs 3200000 32960003 3394880 3496726 3601628 3710000

Accruing Costs

Vacating Entitlement $2000000 $2000000 $2000000 $2000000 $2000000 100000003
Reduced 1-loldinO costs RE Taxes

Total Costs 152000000 52000000 $2000000 $2000000 $2000000 $13710000

As Is Value Revere ion $114848000 $118233440 $121720443 $125312056 $129011418 $117112000

Assumptions

VIu Growth N/A 3.00% 3.00% 3.00% 3.00% 3.00%

Demolition Cost Growth N/A 3.00% 3.00% 3.00% 3.00% 3.00%

PRESENT VALUE CAI.CULATION

AsIc Value

17.00% $53416089

18.00% $51190735

20.00% $47064686
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11/08/2008 1658 FAX 818 776 8888 FNT I004/004

EXHIBITA

THE LAND REFERRED TO HEREIN IS IN THE STATE OF CALIFORNIA COUNTY OF LOS ANGELES
AND IS DESCRIBED AS FO.LLOWs

THOSE POTIOIJS OF LOTS AND OF TRAQT 949 IN THE CITY OF ARCADIA AS SHOWN
ON MAP RECORDED IN BOOI 17 PAGE 13 OF MAPS IN THE OFFICE OF THE COUNTY
RECORDER OF SAID COUNTY bESCRIBED AS FOLLOWS

BEGINNING AT THE SOUfl-IEAST CORNER OF PARCEL MAP NO 4528 AS SHOWN ON MAP
FILED IN BOOl 51 PAGE 50 OF PARCEL MAPS1 IN THE OFFICE OF THE COUNTY RECORDER
OF SAID COUNTY BEING POINT ON 1HE NORTH LINE OF HUNTINGTON DRIVE 195.00
FEET IN WIDTH THENCE ALONG THE EASTERLY AND NORTHEASTERLY bOUNDARY OF
SAID PARCEL MAP AS FOLLOWS

NORTH 3530Q EAST 475.58 FEET TO THE BEGINNING OF TANGENT CURVE CONCAVE
TO TI-E EAST AtID HAVING RADIUS OF 1200.00 FEET THENCE NORTHERLY ALONG SAID
CURVE THROUGH CENTRAL ANGLE OF 153V46 AN ARC DISTANCE OF 325.26 FEET
Tl-IENCE TANGENT TO SAID CURVE NORTh l9l24481 EAST 634.43 FEET TO THE BEGINNING
OF TANGENT CURVE cOl4çAVE TO THE WEST AND HAVING RAD1US OF 380.00 FEET
THENCE NQRTfrIER1Y AND NORTHWESTERLY ALONG SAID CURVE THROUGH CENTRAC
ANGLE OF 71 224W AN ARC DISTANCE OF 43B.0 FEET THENCE TANGENTTO SAID CURVE
NORTH 5V50O WEST 87335 FEET THENCE CONTINUING ALONG SAID BOUNDARY OF
PARCEL MAFNO 4525 NORTH 6858O0 WEST 154$5 FEET AND NORTH 51 850O WEST
437.93 FEET TO THE MOST NORTHERLY CORNER OF SAID PARCEL MAP BEING POINT O.1
THE SOUTHEASTERLY LINE OF BALDWIN AVENUE 10000 FEET IN WIDTH THENCE
NORTHEASTERLY ALONG SAID SOU1H5fr5TERLy LINC OF BALDWIN AVENUE AS 11 NOW
EXISTS TO THE INTSECTION WITI4rNE WESTERLY PRoLoNGATION OF THE SOUTHERLY
BOUNDARY LINE OF TRACT 18318 AS SHOWN ON MAP RECORDEb IN BOOK 427 PAGES 34
AND 35 OF SAID MAPS SHOWN ThEREON AS HAVING BEARING OF NORTH 885733
EAST THENCE NORTH 80 5733 EAST ALONG SAiD SOUTHERLY BOUNDARY LINE TO THE
ANGLE POINT IN THE SOUTHERLY LINE OF LOT 38 OF SAID TRACT 15318 THENCE
CONTINUING ALONG THE BOUNDARY LINE OF SAID TRACT 15318 AND THE SOUTHERLY
BOUNDARY LINE OF TRACT 14940 AS SHOWN ON MAP RECORDED IN 000K 350 PAGES 48
TO SO INCLUSIVE OF SAID MAPS NORTH 615 46 53 EAST 226562 FEET TO THE MOST
EASTERLY CORNER OF LOT 81 OF SAID TRACT 14940 BEING POINT ON THE
SOUTH WESTERLY LINE OF COLORADO PLACE THENCE SOUTH 303316 EAST 21YLzo
FEET ALONG SAID SOUTHWEST UNI OF COLORADO PLACE 80.00 FEET IN WiDfl4 AS IT
NOW EXISTS TO THE BEGINNING OF TANGENT CURVE THEREIN CONCAVE TO THE
NORTHEAST AND HAVING RADIUS OF 156.78 FEET THENCE SOUTHEASTERLY ALONG
SAID CURVE 554.82 FEET TO THE INTERSECTION WITH THE CURVED NORTH WESTERLY
LINE OF HUNTINGTON DRIVE 8000 FEET IN WIDTH SAiD CURVE BEING CONCAVE TO ThE
SOUTHEAST HAVING RADIUS OF 995.37 FEET THENCE SOUThWESTERLY ALONG SAID
CURVE 60749 FEET THENCE SOUTHWESTERLY ALONG THE NORTHWESTERLY LINE OF
SAID HUNrJN3TOW DRIVE AS IT NOW EXISTS 2843.30 FEET TO THE BEGINNING OF
TANGENT CURVE THEREIN CONCAVE TO THE NORTHWEST AND HAV1NG RADIUS OF
91520 FEET THENCE SOUTHWCSTERLY AND WESTERLY ALONG SAID CURVE 86399 FEET
THENCE WESTERLY ALONG THE NORTHERLY LINE OF SAID HUNTINGTON DRIVE AS IT

NOW EXISTS TO THE POINT OF BEGINNING

EXEPT THEREFROM THAT PORTION OF SAID LAND LYING WITHIN PARCEL OF PARCEL
MAr NO 15862 IN rHE CITY OF ARCADIA1 AS PER MAP FILED IN 5001179 PAGES 93 AND
94 OF PARCEL MAPS IN THE OFFICE OF THE COUNTY RECORDER OF SAID COUNTY

ALSO EXCEPT THEREFROM THOSE PORTIONS OF THE ABOVE DESCRIBED PARCEL LYING
WITHIN PARCELS AND PARCEL MAP NO 23962 IN THE CITY OF ARCADIA AS PER
MAP FILED IN BOOK 261 PAGES 91 THROUGH 95 iNCLUSIVE OF PARCEL MAPS IN Ti-LE
OFFICE OF THE COUNTY RECORDER OF SAID COUNTY

98 223979
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SANTA ANITA PARK AND SURPLUS LAND ADDENDUM QUALIFICATIONS

QUALIFICATIONS OF DAVID ZORASTER MAI

Vke President

CB RICHARD ELLIS INC

Valuation Advisory Services

355 South Grand Avenue Suite 1200

Los Angeles California 90071 -1549

Phone 213 613-3658

FAX 213613-3131

EDUCATION

University of California at Santa Barbara Bachelor of Arts

Society of Governmental Appraisers Seminars

American Society of Appraisers Seminars

International Association of Assessment Officers Seminars

Appraisal Institute Seminars and Courses

American Society of Farm Managers and Rural Appraisers Seminars

University of California at Los Angeles Extension Courses

LICENSES/CERTIFICATIONS

Member Appraisal Instilute MAP
California Certified General Real Estate Appraiser Na AGOO1 735

Advanced Appraiser for Property Tax Purposes State Board of Equalization

California Community College lnstructors Credential in Real Estate

UCLA Extenson Ce tificate in Real Estate

Senior Member American Society of Appraisers

California Real Estate Brokers LIcense

GUEST LECTURER AND AUTHOR

Sociely of Governmental Appraisers

The American Society of Appraisers

The Trust Real Estate Bankers Group

The Appraisal Journal Appraisal Institute

Society of Real Estate Appraisers

International Assoc of Assessment Officers

So Calif Chapter of the Appraisal Institute

EXPERT WITNESS

Los Angeles County Superior Court Los Angeles County Assessment Appeals Board San Francisco Assessment

Appeals Board United States Bankruptcy Court United States Federal District Court American Arbitration

Association Kern County Superior Court

EMPLOYMENT
CB Richard

Ellis Inc-Valuation Advisory Services

Los Angeles County Assessors Office

Instructor in Real Estate Appraisal West Los Angeles Community College

SIGNIFICANT ASSIGNMENTS

Pacific Design Center West Hollywood

California Mart Downtown Las Angeles

Broadway Plaza Arco Towers Union Bank Plaza

Downtown Los Angeles Financial District

Seventh Street Produce Market Downtown Los Angeles

New Chinatown Los Angeles

Los Angeles Center Studios Los Angeles

East Fifth Street Skid Row Los Angeles

Million Dollar Theatre Building/Grand Central Market

Downtown Los Angeles

Hollywood Park/Santa Anita/Golden Gate Racetracks

MarriolfJlntercontinental Hotel and Marina San Diego

Sony Pictures Plaza Lease Arbitration Culver City

Hollywood Palladium Hollywood

Egyptian Theater Hollywood

Los Angeles Times Mirror Square Downtown Los Angeles

Chevron Corporate Headquarters Son Francisco

Los Angeles Flower Mart Downtown Los Angeles

Los Angeles Union Station Downtown Los Angeles

Federal Reserve Bank of San Francisco Headquarters

San Francisco

1978 Present

1970-1978

1976- 1978

GJO C8 EI



SANTA ANITA PARK AND SURPLUS LAND ADDENDUM QUALIFICATIONS

QUALIFICATIONS OF RUSSELL ZELLNER

Real Estate Appraiser

CB RICHARD ELLIS INC

Valuation Advisory Services

355 South Grand Avenue Suite 1200

Los Angeles California 90071-1549

Phone 213 613-3681

FAX 213613-3131

EDUCATION

University of Phoenix Bachelor of Science 2005

Computer Science Programming

Successful Completion of the following Appraisal Institute Courses

Income Approach

Income Approach II

Real Estate Finance and Statistics and

Valuation Modeling

Other Real Estate Courses Include

Principals df Real Estate Appraisal

Advanced Income Approach

Advanced Sales Cost Approach

Advanced Report Writing

USPAP 2010 Code of Ethics

LI CENSES/CERTIFICATIONS

Associate Member Appraisal Institute

California Certified General Real Estate Appraiser No AG043985

EMPLOYMENT/EXPERIENCE

CB Richard Ellis Inc Valuation Advisory Services

Real Estate Appraiser Los Angeles

2005 Present

Russent Motors Inc

Controller Baldwin Park

2004 2005

Penske Motors

Special Finance Manager Downey

Various Technology Providers

Java Programmer/Technical Lead

Appraisal experience includes the following property types

2003 2004

1995-2003

Multi-Family Buildings

Section

Value Add Renovations

Single Room Occupancy

Bond Financing Tax Credit

Senior/Low In come

Commercial/Retail Buildings

Office Buildings

Shopping Centers

Single Family Subdivisions

Self Storage Facilities

Single- Multi Tenant Industrial

Mixed Use Projects

Land Valuations All Types

Portfolio Valuation

CO C$.o.J
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PIMLICO RACECOURSE

5201 Park Heights Avenue

Baltimore Maryland 21215

CBRE File No 10-O81DC-0501

Summary

Appraisal Report

Prepared for

Rocco Liscio

Ml DEVELOPMENTS INC

South Tower Royal Bank Plaza

455 Magno Drive

Aurora Ontario L4G7A9

CBRE
VALUATION ADVISORY SERVICES

RICHARD EWS



VALUATION ADVISORY SERVICES

CBRE
CB flCRAD ELLIS

8270 Greensboro Drive Suite 1000

Mclean Virginia 22102

703 734-4762

703 734-3012

www.cbre.com

July21 2010

Rocco Liscio

MI DEVELOPMENTS INC
South Tower Royal Bank Plaza

455 Magna Drive

Aurora Ontario L4G7A9

RE Appraisal of Pimlico Racecourse- Land Only

5201 Park Heights Avenue

Baltimore Maryland 21215

CBRE File No 0-08 DC-0501

Dear Mr Liscio

At your request and authorization CB Richard Ellis CBRE has prepared an appraisal of the market

value of the referenced
property land only Our analysis is presented in the following Summary

Appraisal Report

The subject of this assignment encompasses the land underlying the Pimlico Race Course located at

5201 Park Heights Avenue in Baltimore Maryland The subject is more fully described legally and

physically within the enclosed report

Based on the analysis contained in the following report the market value of the sublect is concluded

as follows

MARKET VALUE CONCLUSION

Appraisal Premise Interest Appraised Date of Value Value Conclusion

As Is- Land Only Fee Simple Estate July21 2010 $18000000

Compiled by CBRE

Data information and calculations leading to the value conclusion are incorporated in the report

following this letter The
report in its entirety including all assumptions and limiting conditions is an

integral part of and inseparable from this letter

The following appraisal sets forth the most pertinent data gathered the techniques employed and the

reasoning leading to the opinion of value The analyses opinions and conclusions were developed

2010 CO Ohd Oll



Rocco Liscio

July21 2010

Page

based on and this report has been prepared in conformance with our interpretation of the guidelines

and recommendations set forth in the Uniform Standards of Professional Appraisal Practice USPAP
the requirements of the Code of Professional Ethics and Standards of Professional Appraisal Practice

of the Appraisal Institute the Financial Institutions Reform Recovery and Enforcement Act of 989

FIRREA and Title Xl Regulations

The report is for the sole use of the client however client may provide only complete final copies of

the appraisal report in its entirety but not component parts to third parties who shall review such

reports in connection with loan underwriting or securitization efforts Appraiser is not required to

explain or testify as to appraisal results other than to respond to the client for routine and customary

questions Please note that our consent to allow an appraisal report prepared by CBRE or portions of

such report to become part of or be referenced in any public offering the granting of such consent

will be at our sole discretion and if given will be on condition that we will be provided with an

Indemnification Agreement and/or Non-Reliance letter in form and content satisfactory to us by

party satisfactory to us We do consent to your submission of the reports to rating agencies loan

participants or your auditors in its entirety but not component parts without the need to provide us

with an Indemnification Agreement and/or Non-Reliance letter

We have performed our services and prepared this Report in accordance with applicable generally

accepted engineering environmental or appraisal consulting practices Except for the foregoing and

as set forth in this Report we make no other warranties either expressed or implied as to the

character and nature of such services and product

CBRE
Ct3 RICHARD ELLIS
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Rocco Liscio

July 21 2010

Page

CBRE hereby expressly granted to Client the right to copy this report and distribute it to other parties in

the transaction for which this report has been prepared including employees of Client other lenders

in the transaction and the borrower if any It has been pleasure to assist you in this assignment If

you have any questions concerning the analysis or if CBRE can be of further service please contact

us

Respectfully submitted

CBRE VALUATION ADVISORY SERVICES

Mz
Linda Rushing MAI

Vice President

State of Maryland Cert No 29435

Phone 703-734-4750

Fax 703-734-3012

Email linda.rushing@cbre.com

Jerrold Harvey MAI MRICS CCIM

Managing Director

State of Maryland Cert No 10086

Phone 703-734-4759

Fax 703-734-3012

Email erry.harvey@cbre.com

CBRE
CB RICHARD ELLIS

2OOCBRhdEIh



PIMLICO RACECOURSE CERTIFICATION OF THE APPRAISAL

CERTIFICATION OF THE APPRAISAL

We certify to the best of our knowledge and belief

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

The reported analyses opinions and conclusions are limited only by the reported assumptions and limiting

conditions and are our personal impartial and unbiased professional analyses opinions and conclusions

We have no present or prospective interest in or bias with respect to the property that is the subject of this

report and have no personal interest in or bias with respect to the parties involved with this assignment

Our engagement in this assignment was not contingent upon developing or reporting predetermined results

Our compensation for completing this assignment is not contingent upon the development or reporting of

predetermined value or direction in value that favors the cause of the client the amount of the value

opinion the affainment of stipulated result or the occurrence of subsequent event directly related to the

intended use of this appraisal

This appraisal assignment was not based upon requested minimum valuation specific valuation or the

approval of loan

Our analyses opinions and conclusions were developed and this report has been prepared in conformity

with the Uniform Standards of Professional Appraisal Practice as well as the requirements of the State of

Maryland

The reported analyses opinions and conclusions were developed and this report has been prepared in

conformity with the requirements of the Code of Professional Ethics and Standards of Professional Appraisal

Practice of the Appraisal Institute

The use of this report is subject to the requirements of the Appraisal Institute relating to review by its duly

authorized representatives

10 As of the date of this report Linda Rushing MAI and Jerrold Harvey MAI MRICS CCIM have completed

the continuing education program of the Appraisal Institute

11 Linda Rushing MAI made personal inspection of the sublect on May 11 2009 and Jerrold Harvey MAI
MRICS CCIM has not made personal inspection of the property that is the subject of this report

12 No one provided significant real property appraisal assistance to the persons signing this report

Valuation Advisory Services operates as an independent economic entity within CBRE Although

employees of other CBRE divisions may be contacted as part of our routine market research

investigations absolute client confidentiality and privacy were maintained at all times with regard to this

assignment without conflict of interest

Linda Rushing MAI and Jerrold Harvey MAI MRICS CCIM have provided appraisal-related services on

this property in the three years prior to accepting this assignment

Linda Rushing MAI Jerrold Harvey MAI MRICS CCIM
MD Cert No 29435 MD Cert No 10086

CBRE
cB RICKAFO ELLIS
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PIMLICO RACETRACK SUMMARY OF SALIENT FACTS

SUMMARY OF SALIENT FACTS

Property Name Pimlico Racecourse

Location 5201 Park Heights Avenue

Baltimore Maryland 21215

Assessors Parcel Number Multiple

Highest and Best Use

As Vacant Mixed Use

Property Rights Appraised Fee Simple Estate

LandArea 128.O8AC 5579346SF

Estimated Exposure Time 12 Months

VALUATION
Total Per SF

Land Value $18000000 $3.23

CONCLUDED MARKET VALUE

Appraisal Piemise Interest Appraised Date of Value Value

As Is- Land Only Fee Simple Estate July21 2010 $18000000

Compiled by CBRE

EXTRAORDINARY ASSUMPTIONS HYPOTHETICAL CONDITIONS

The use of the extraordinar assumptions and hypothetical condition may have affected the assignment
results

At the clients request we have estimated the market value of the subject land as vacant which for

the purposes of our analysis is considered to be hypothetical condition given the existence of the

current improvements Additionally based upon the information provided by Ms Sara Paranilam of

the City of Baltimore Department of Planning the entitlements associated with the 2004 Planned Unit

Development an overlay district identified as Ordinance 04-665 and detailed in Baltimore City

Council Bill 03-1222 were on hold pending the outcome of state legislation regarding possible

legalization of slot machines Slot machines were not approved for the subject site At the present

time the PUD text and drawings applies and dictates what is allowed on the site The PUD is more

specific than the underlying zoning Any changes to the PUD would require City Council

Ordinance as would repealing and replacing it with new PUD According to Ms Paraniliam as of

July 2010 no changes or request for changes to the PUD have been made

It is an extraordinary assumption of this analysis that the highest and best use of this site as vacant

as of the date of this report is limited to the legally possible uses under the current B-3 zoning

ordinance Further it is an extraordinary assumption of this analysis that the entire sublect land area

is usable and that all of the sublect parcels fall under the B-3 zoning ordinance We have also

2010 CB Rthd 010



PIMLICO RACETRACK SUMMARY OF SALIENT FACTS

assumed there are no environmental issues with the site Should information to the contrary be

provided at later date we reserve the right to amend our analysis and conclusions

Our concluded value represents the fair market value of the underlying land and not disposition

value

vi
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PIMLICO RACETRACK INTRODUCTION

INTRODUCTION

Property Identification

Location

Property History

Current Owner

Current Asking Price

Previous Sale Date

Previous Sale Price

Other Sales Past Years

Property Rights Appraised

Date of Value

Date of Inspection

Date of Report

Intended Use User of Report

Special Appraisal Instuctions

Exposure Time In formation

Comparable Sales Data

National Investor Survey

Estimated Exposure Time

Estimated Marketing Time

Pimlico Racecourse

5201 Park Heights Avenue

Baltimore Maryland

The Maryland Jockey Club of Baltimore City

Not being marketed

Multiple

Multiple

Multiple

Fee Simple Estate

July 21 2010

May 11 2009

July21 2010

To aid the client its auditors and security

regulators in financial reporting

At the request of the client we have considered

the value of the underlying land only no

valuation of the existing improvements or the

race track as going concern has been

provided

12 Months

Months

Average

12.0 Months

18.0 Months

Magna Entertainment Corporation MEG the sublects owner filed for bankruptcy protection and

considering selling off this asset via auction Both the State of Maryland and City of Baltimore

filed formal oblections in U.S Bankruptcy Court over Magna Entertainment Corp.s proposal to

auction all of its assets and have introduced legislation to seize the subject along with all other

assets including the Maryland Jockey Club which controls the Preakness and the Laurel and

Bowie racetracks through eminent domain

Range

4-24 Months

6-24 Months

20W CS RWd Sth



PIMLICO RACETRACK INTRODUCTION

On March 23rd 201 an agreement was reached to sell the two Maryland Jockey Club tracks

Pimlico and Laurel Park from Magna Entertainment Corporation to its parent company Ml

Development Ml Development will received the tracks from M.E.C in exchange for paying $25

million in cash for claims to Maryland Jockey Club creditors and $89 million to other creditors

through new reorganization plan

PURPOSE OF THE APPRAISAL

The purpose of this appraisal is to estimate the market value of the subject property The current

economic definition of market value agreed upon by agencies that regulate federal financial

institutions in the U.S and used herein is as follows

The most probable price which property should bring in competitive and open market under all

conditions requisite to fair sale the buyer and seller each acting prudently and knowledgeably and

assuming the price is not affected by undue stimulus Implicit in this definition is the consummation of

sale as of specified date and the passing of title from seller to buyer under conditions whereby

buyer and seller are typically motivated

both parties are well informed or well advised and acting in what they consider their own best

interests

reasonable time is allowed for exposure in the open market

payment is made in terms of cash in U.S dollars or in terms of financial arrangements

comparable thereto and

the price represents the normal consideration for the property sold unaffected by special or

creative financing or sales concessions granted by anyone associated with the sale

TERMS AND DEFINITIONS

The Glossary of Terms in the addenda provides definitions for additional terms that are and may be

used in this appraisal

SCOPE OF WORK

The scope of the assignment relates to the extent and manner in which research is conducted data is

gathered and analysis is applied all based upon the following problem-identifying factors stated

elsewhere in this report

Client

Intended use

Intended user

Type of opinion

Office of Comptroller of the Currency 0CC 12 CFR Part 34 Subpart Appraisals 34.42 Office of Thrift

Supervision OTS 12 CFR 564.2 Appraisal Institute The Dictionary of Real Estate Appraisal ed Chicago Appraisal

Institute 2002 77-1 78 This is also compatible with the RTC FDIC FRS and NCUA definitions of market value as well as

the example referenced in the Uniform Standards of Professional Appraisal Practice USPAP

2010 C8 Rhd ElI



PIMLICO RACETRACK INTRODUCTION

Effective date of opinion

Relevant characteristics about the subject

Assignment conditions

This appraisal of the subject has been presented in the form of Summary Report which is intended

to comply with the reporting requirements set forth under Standards Rule 2-2b of the USPAP That is

this report incorporates summary of all information significant to the solution of the appraisal

problem It also includes summary descriptions of the subject and the market for the subject type

Extent to Which the Properly is Identified

CBRE collected the relevant information about the subject from the owner or representatives public

records and through an inspection of the subject The property was legally identified through its

postal address assessors records and legal description Economic characteristics of the subject were

identified via an analysis of the local operating environment

Extent to Which the Property is Inspected

CBRE inspected the subject property as well as its surrounding environs on May 11 2009

Type and Extent of the Data Researched

CBRE reviewed the micro and/or macro market environments with respect to physical and economic

factors relevant to the valuation process This process included interviews with regional and/or local

market participants available published data and other various resources CBRE also conducted

regional and/or local research with respect to applicable tax data zoning requirements flood zone

status demographics and comparable listing sale and rental information

Type and Extent of Analysis Applied

CBRE analyzed the data gathered through the use of appropriate and accepted appraisal

methodology to arrive at probable value indication via each applicable approach to value The

sales comparison approach to value was developed for this assignment The steps required to

complete this approach are discussed in the methodology section reasonable exposure time and

marketing time associated with the value estimate presented has also been concluded

This appraisal of the subject has been presented in the form of Summary Report which is intended

to comply with the reporting requirements set forth under Standards Rule 2-2b of the USPAP That is

this report incorporates summary of all information significant to the solution of the appraisal

problem It also includes summary descriptions of the subject and the market for the subject type
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SPECIAL APPRAISAL INSTRUCTIONS

At the request of the client we have considered the value of the underlying land only no valuation of

the existing improvements or the race track as going concern has been provided
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REGIONAL INFLUENCES

The dynamic nature of economic relationships within market area has direct bearing on real

estate values and the long-term quality of real estate investment In the market the value of

property is not based on the price paid for it in the past or the cost of its creation but on what buyers

and sellers perceive it will provide in the future Consequently the attitude of the market toward

property within specific neighborhood or market area reflects the probable future trend of that area

Since real estate is an immobile asset economic trends affecting its locational quality in relation to

other competing properties within its market area will also have direct effect on its value as an

investment To accurately reflect such influences it is necessary to examine the past and probable

future trends that may affect the economic structure of the market and evaluate their impact on the

market potential of the subject This section of the analysis is designed to isolate and examine the

discernible economic trends in the Baltimore metropolitan area The discussion below is broken down

between the propertys regional and neighborhood influences followed by market analysis Within

the Baltimore metropolitan area the subject property is located in Baltimore City regional map

indicating the specific location of the subject is presented above

Location

Baltimore is situated on the eastern seaboard approximately 70 miles southwest of New York City

and is the central business and financial core for the State of Maryland It has an attractive network of

interstate highways providing excellent access to other cities on the East Coast The Baltimore area is
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generally considered to be all of the Baltimore Primary Metropolitan Statistical Area PMSA as defined

by the U.S Department of Commerce Bureau of the Census The Baltimore PMSA currently includes

The City of Baltimore and

The Suburban Maryland counties of Anne Arundel Baltimore Carroll Harford Howard and

Queen Annes

The Baltimore PMSA encompasses over 2600 square miles although the municipalities are physically

and politically independent they are all interrelated economically

Transportation

The Baltimore area is located at the junction of number of interstate highways creating an excellent

network for entering and exiting the vicinity Interstate routes 95 70 97 83 and 795 connect to the

Baltimore Beltway Interstate 695 Interstate 95 is the most important north-south highway on the

eastern seaboard To the north it connects Baltimore with Wilmington Philadelphia and New York

as well as other cities in the northeast corridor to the south it reaches to Washington DC and

beyond all the way to Miami Florida Interstate 95 also traverses downtown Baltimore and serves as

an expressway in the local
vicinity Interstate 395 is feeder from Interstate 95 to the CBD while

Interstates 95 and 895 provide access to the Baltimore-Washington International Airport and eastern

Baltimore respectively

Interstate 70 provides access from the Baltimore Beltway to western Maryland while Interstate 83

traverses northwest into southern Pennsylvania Interstate 97 connects Annapolis the state capital

with Baltimore while 795 traverses through northwestern Baltimore County and provides the primary

access to Westminster the seat of Carroll County at the northeastern edge of the MSA Other major

roadways include the Baltimore-Washington Parkway which parallels Interstate 95 between the two

cities U.S 40 which begins in Baltimore heads west across the United States

The region has sizable light rail system known as Mass Transit Authority operating metro and light

rail throughout Baltimore City and County and to the Baltimore-Washington Airport Amtrak access

with trains running between Washington D.C and New York is also accessible in the region

Maryland Rail Commuter System also traverses through the state connecting Frederick Martinsburg

West Virginia Washington DCs Union Station and Perryville in Cecil County Maryland to the City

of Baltimore

Baltimore-Washington International Thurgood Marshall Airport BWI is operated by the Maryland

Aviation Administration Maryland Department of Transportation and located seven miles south of the

Baltimore CBD Forty nine airlines 31 of which are commercial currently operate out of the airport

including commuter charter and cargo airlines Of the various commercial airlines that utilize the
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airport Southwest Airlines has large hub at BWI and accounts for slightly more than half of all

passenger traffic Other molar carriers include AirTran Delta US Airways and United General

passenger statistics are illustrated below

BALTIMORE-WASHINGTON INTERNATIONAL AIRPORT

GENERAL PASSENGER STATISTICS

______________________________________________
2008 2007 2006 2005

___________________________________________________
55871 57656 56703 54088

20.49 21.04 20.70 19.74

-2.60% 1.70% 4.90% -2.90%

The terminal is situated on 3596.3-acre site and encompasses .976 million square feet with five

concourses domestic and international and 69
jet gates with gates dedicated to commuter

aircraft The terminal runs an average of 760 daily flights

In February 2010 the airport was ranked first in the world among airports serving 15-25 million

passengers per year according to the 2009 Airports Council International ACI Airport Service

Quality ASQ survey The annual survey program of airport users examines wide range of services

operations and facilities at airports worldwide According to Ad there are 40 global airports

participating in the ASQ program

Currently BWI is in its third year of six year capital improvement program The capital improvement

program will consist of upgraded taxiways concourses terminals baggage screening concourses

homeowner soundproofing assistance security land acquisition new construction and runway

extensions Additionally new $3.7 million air traffic control tower will be constructed The total cost

of the program is $543.6 million and the estimated
year

of completion is 2013

The Port of Baltimore consists of public and privately operated marine terminals private water

dependent industrial users and other related business entities The Port is one of Americas busiest

international deepwater ports Situated in the Baltimore-Washington metropolitan areathe fourth

largest marketplace in the nationthe Port of Baltimore is closer to the Midwest than any other

Atlantic seaport Its strategic location 200 miles closer to the Midwest than any other Atlantic

seaboard city coupled with direct access to interstate highway and rail service make it desirable

shipping location based on trends in the industry

The Port of Baltimore is the most inland port on the eastern seaboard of the United States The port

serves more than 70 ocean carriers whose vessels make nearly 2300 annual port visits The port is

the second largest automobile importer in the nation and the 3th largest container port in the

country Along the ports 45-mile long shoreline are public and private cargo terminals that handle

everything from bulk raw materials to finished goods In addition 23 million square feet of

warehousing nearly 12 million cubic feet of cold storage and 2.7 million bushels of grain storage are

available

2009 200.4 2003 2002 2001 2000

Averoge Neber of Poerrgeo per 0oy 57407 55578 53962 52089 55808 53559

Ioo Possergeo per Yeor reiIIoes 20.95 20.34 9.7 19.01 20.36 19.64

Perceooge Chorrge froor the prevoue year 2.30% 3.30% 3.60% -6.70% 3.90% 12.40%

Sore BWI Airport 5/2010
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The Port of Baltimore serves as point for intermodal cargo as the closest East Coast port to

Americas industrial center CSX Intermodal and Norfolk Southern both maintain intermodal facilities

that connect Baltimore with key U.S markets Every Port of Baltimore marine terminal is within one

traffic light of an interchange connecting to 1-95 and 1-70 the north-south and east-west cargo

throughways to the important Midwest and East Coast consumer markets The port is also just short

distance from 1-83 and an easy connection to the Pennsylvania Turnpike Within an overnight drive of

Baltimore businesses can connect with one-third of the nations population and manufacturing base

In 990 the main shipping channel which is 800 feet wide from Cape Henry to Fort McHenry was

dredged to depth of 50 feet allowing deeper-draft vessels to entry
the port It is one of only two

Eastern U.S ports where the main shipping channel reaches depth of 50 feet 15.2 meters

accommodating larger ships than other ports Five public and twelve private terminals handle the

ports traffic spreading from Sparrows Point along the harbor line to Locust Point and across Curtis

Bay to Hawkins Point In addition eighty-two private companies perform number of services

including freight forwarding and/or customs house brokerage services

As of 2009 Baltimore ranked 10th in exports 18th in imports and 14th

based on cargo volume as noted below

overall in total foreign trade

UNITED STATES WATERBORNE FOREIGN COMMERCE

2008 PORT RANKINGS BY CARGO TONNAGE

IMPORTS EXPORTS TOTAL FOREIGN TRADE

RANK PORT/STATE TONS RANK PORT/STATE TONS RANK PORT/STATE TONS

Houston TX 92018956 South Louisiana LA 64167561 Houston TX 146399626

New York/New Jersey 71460174 Houston TX 54380670 South Louisiana LA 111437304

South Louisiana LA 47269743 Hampton Roads VA 45376371 New York/New Jersey 91101369

Long Beach CA 45186084 Long Beach CA 22084935 Long Beach CA 67271019

Corpus Christi TX 43373738 Los Angeles CA 20180533 Hampton Roads VA 55524676

Beaumont TX 41.167853 Plaquemines LA 19781610 Corpus Christi TX 55355211

Texas City TX 33926630 New York/New Jersey 19641195 Los Angeles CA 52913289

Los Angeles CA 32732756 New Orleans LA 16898804 Beaumont TX 46795624

Lake Charles LA 26008901 Duluth-Superior MNIWI 14523331 Texas
City

TX 38710435

10 Mobile AL 23806279 10 Baltimore MD 14345498 10 MobIle AL 38111420

11 Freeport TX 22971011 11 Mobile AL 14305141 II New Orleans LA 36481332

12 Paulsboro NJ 22304498 12 Tacoma WA 14175819 12 Savannah GA 33554953

13 Portland ME 20782937 13 Savannah GA 13970583 13 Lake Charles LA 31.766378

14 Philadelphia PA 19656.961 14 Portland OR 13808082 14 Baltimore MD 30958599

15 Savannah GA 19584370 15 Seattle WA 12330839 15 Plaquemines LA 27931427

16 New Orleans LA 19582528 16 Corpus Christi TX 11981473 16 Freeport TX 25707204

17 Pascagoula MS 19062768 17 Kalama WA 11822183 17 Pascagoula MS 24137303

18 Baltimore MD 16613101 18 Oakland CA 8631041 18 Paulsboro NJ 23869777

Source American Association of Port Authorities

The Port of Baltimore continues to increase its rankings nationally with the amount of cargo handled

annually In addition the Port loads and unloads cargo faster than the national averages
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productivity at the report was recently reported to be 40 containers per hour while the national

average is lust 25 to 35 containers per hour

The Port of Baltimore employs about 6500 workers and the port generates over 50000 lobs in the

Baltimore area economy Out of 361 U.S ports Baltimore is ranked number one for handling

imported forest products roil on/roll off cargo trucks exported autos and imported gypsum sugar

and iron ore The port handles more than 30 million tons of cargo annually Activities at the Port of

Baltimore generated $388 million in state and local taxes International accounting and consulting

firm KPMG recently published the 2008 Competitive Alternatives Guide to International Business

Location which identified the Port of Baltimore as the nearest port to ten molar cities as far away as

Cedar Rapids Iowa

Following the international trends for containers and container traffic MPA terminals handled

5316050 container tons for Fiscal Year 2009 which
represents 10 percent

decline compared to

fiscal
year 2008 The terminals handled 555336 TEUs 20-foot equivalent units in FY 2009 9.8

percent decline when compared to 615387 TEUs in fiscal 2008 Although the public terminals

handled 7.8 million tons during the 2009 fiscal year the Port maintained its standing as the nations

number-one port for the handling of RoII-On/ Roll-Off RO/RO cargo number one for imported

forest products and number two for exported automobiles This diversity of cargo is the reason the

public terminals have weathered this economic storm as well as they have Since January 2009 there

has been slow but steady increase of commodity tonnage The purchase of 14.6 additional acres at

the former General Motors property on Broening Highway is an indicator that things will get better

When the flow of commerce gains momentum again more space will be available for more goods

that come through the Port of Baltimore

In April 201 the Port held groundbreaking for new 50-foot berth at its Seagirt Marine Terminal

It is being developed as 50-year partnership agreement between the State of Maryland and Ports

America Chesapeake It is expected to bring 5700 additional lobs to the port 3000 of them related

to construction and 2700 related to on-going operations
after completion

In addition to shipping three cruise lines will operate from the Port of Baltimore in 2010 Carnival

Celebrity and Royal Caribbean In 2009 there were approximately 167000 passengers on 81

homeport cruises from the Port of Baltimore The Carnival Pride returns for its second
year

of
year-

round cruising to the Bahamas and Eastern Caribbean Royal Caribbean offers 47 cruises on its new

ship Enchantment of the Seas from Baltimore with ships to Bermuda the Eastern Caribbean and

New England/Canada Royal Caribbean will also offer all-season cruising from Baltimore for the first

time The Celebrity Mercury will return for second season of winter cruising beginning in October

and will travel to the Eastern Caribbean Western Caribbean and the Bahamas According to

recent press release the cruise market in Baltimore generated an estimate economic impact of $152

million in 2009 and is expected to grow in 2010
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The slow-to-thaw credit market and reduced consumer sentiment have brought global trade to its

knees and its
recovery

is not expected until late next year While the Baltic Dry index leading

indicator for global demand of raw materials has improved in recent months it remains only

fraction of its highs reached prior to last years financial market implosion Trade through the Port of

Baltimore has been in sharp decline Goods moving through the Baltimore customs district fell

sharply over the first quarter on year-ago basis imports and exports combined are down by about

30% either by volume or value Lower trade has translated into layoffs at the port and among

services related to port activity such as warehousing and transportation services With the global

economy not expected to reach bottom until early next year trade is expected to further weaken this

year remaining tepid until late 2010 or early 2011

SOCIAL FORCES

Population

The 2009 population of the Baltimore PMSA and its components was estimated by Claritas to be

2685167 which is an increase of 5.14% from the 2000 census The most significant growth

occurred in Carroll Horford Howard arid Queen Annes Counties in addition these areas are also

forecasted to experience the highest level of future growth during the period 2008 to 2014

Conversely population in the City of Baltimore continues to decline with an estimated 2009

population of 6353 which is decrease of 2.43% from the 2000 census Population within the

city is expected to continue downward trend to an estimated population of 629384 in the year

2014 0.93% decline from 2009

Selected population trends for the Baltimore PMSA are detailed as follows

POPULATION TRENDS BALTIMORE PMSA
1990-2000 2000-2009 2014 2009-2014

County 1990 2000 Change 2009 Change Projection Change

CityofBaltimore 736014 651154 -11.53% 635311 -2.43% 629384 -0.93%

Baltimore 692134 754292 8.98% 793827 5.24% 815904 2.78%

Anne Arundel 427239 489656 14.61% 514826 5.14% 528483 2.65%

Carroll 123372 150897 22.31% 171677 13.77% 182383 6.24%

Harford 182132 218590 20.02% 242946 11.14% 255711 5.25%

Howard 187328 247842 32.30% 277926 12.14% 294264 5.88%

Queen Annes 33953 40563 19.47% 47654 17.48% 51532 8.14%

Total 2382172 2552994 7.17% 2684167 5.14% 2757661 2.74%

Source Claritas 12/2009

In 980 the City of Baltimore comprised approximately 36% of the population within the PMSA and

in 2009 the city represented approximately 23.7% of the areas population This drop in population

within the city marks shift experienced by many urban areas whereby residents have relocated from

blighted inner-city neighborhoods to the outer suburbs Based on the population trends displayed
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above it is evident that an outward migration to the suburbs has occurred This migration is due in

large part to new employment opportunities for residents as many companies have relocated to the

suburbs as well

Although this population shift has been significant we note that the rate of population loss within the

City of Baltimore appears to be moderating The redevelopment of the Inner Harbor area once on

industrial port led the way for revitalization projects all over the city making Baltimore national

model for urban renewal Several historic neighborhoods mostly along the waterfront have

experienced population growth within the past few years partially offsetting the overall trend discussed

above

Households

In addition to analyzing population it is equally important to analyze household trends Patterns of

change in households can have profound effect on property values Although not shown on the

chart below the average household size has decreased in almost all areas from 990 to 2008 The

reduced average household size reflects the increasing number of single-person households and the

growing trend of couples of childbearing years To delay having children or have fewer children As

may be expected the average household size is greatest in the more distant suburban areas

apparently reflecting the desire of families to locate where housing is more moderately priced

Selected household trends for the Baltimore PMSA are detailed as follows

HOUSEHOLD TRENDS BALTIMORE PMSA

1990-2000 2000-2009 2014 2009-2014

County 1990 2000 Change 2009 Change Projection Change

Cityof Baltimore 276484 257996 -6.69% 249335 -3.36% 246077 -1.31%

Baltimore 268280 299877 11.78% 317085 5.74% 326315 2.91%

AnneArundel 149114 178670 19.82% 192018 7.47% 198674 3.47%

Carroll 42248 52503 24.27% 60550 15.33% 64625 6.73%

Harford 63193 79667 26.07% 91015 14.24% 96722 6.27%

Howard 68337 90043 31.76% 101063 12.24% 107047 5.92%

Queen Annes 12489 15315 22.63% 18305 19.52% 19915 8.80%

Total 880145 974071 10.67% 1029371 5.68% 1059375 2.91%

Source claritas 12/2009

Since 2000 the number of households in the Baltimore PMSA has increased by 5.68% It is prolected

that the number of households in the PMSA over the next five years will increase by total of 2.91%

indicating an annualized growth rate of less than .0% overall The City of Baltimore experienced

decline in the number of households between 2000 and 2009 and the projection over the next five

years is continuation of this trend albeit at slow pace The remaining counties within the

Baltimore PMSA are projected to experience household growth mirroring the population growth

patterns discussed above Queen Annes County is poised to see the largest increase in household

11
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growth however it should be noted that they also have the smallest overall population relative to the

other counties in the Baltimore PMSA

Household Income

Shown in the following table is breakdown of the median household income and average

household income levels for each component of the Baltimore PMSA

HOUSEHOLD INCOME LEVELS BALTIMORE PMSA

Median Household Average Household

County Income Levels Income Levels

City of Baltimore $37676 $52783

Baltimore $61 938 $80609

Anne Arundel $81 425 $99862
Carroll $80597 $93271
Harford $73227 $86310

Howard $99994 $123568

Queen Annes $76939 $93715

Baltimore PMSA Avg $73114 $90017

Source Claritas 12/2009

The City of Baltimore displays the lowest median household income level by significant margin

whereas Howard County has the highest median household income level in the region With respect

to average household income the same relationship exists Overall income levels are expected to

continue to increase in-line with existing trends

Unemployment Rate

The following table compares the unemployment rate for the area to that of the state and national

average Historically the Baltimore PMSA has generally experienced higher unemployment rate

than the state Since 2001 however the unemployment rate has been consistently lower than the

national average Since 2008 unemployment nationally and locally has shown sharp increase in

line with the economic downturn

12
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UNEMPLOYMENT RATES

Baltimore State of Overalt

Year PMSA Maryland United States

March 2010 8.0% 7.7% 9.7%

2009 7.4% 7.4% 10.0%

2008 4.6% 5.4% 7.2%

2007 3.6% 3.6% 5.0%

2006 4.1% 3.9% 4.5%

2005 3.8% 3.9% 4.9%

2004 4.2% 4.0% 5.4%

2003 4.1% 4.5% 5.7%

2002 4.9% 4.4% 5.8%

2001 4.6% 4.1% 4.8%

2000 4.4% 3.9% 4.0%

1999 4.0% 3.5% 3.7%

1998 5.1% 4.5% 4.5%

1997 5.6% 5.1% 4.9%

1996 5.4% 4.9% 5.4%

1995 5.6% 5.1% 5.6%

1994 5.9% 5.1% 6.1%

1993 7.1% 6.2% 6.8%

Source US Department of Labor Statistics 4/2OO

The notional unemployment rote is expected to rise above 10% according to most forecasts as of June

2009 The US economy has lost 5.7 million lobs since December 2007

As of February 201 the White House is forecasting real GDP growth of 2.7% in 2010 followed by

3.8% 4.3% and 4.2% in 2013 For unemployment the national forecast is for an average of 10% in

2010 with decline to 9.2% in 2011 8.2% in 2012 and 7.3% in 2013

Employment Characteristics

The Baltimore area relies heavily on the government sector Government employment comprises

almost 8% of the total non-agricultural employment in the Baltimore PMSA The following chart

illustrates the distribution of employment by sector and the percent change in each category for the

Baltimore PMSA

13
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EMPLOYMENT BY INDUSTRY BALTIMORE PMSA

Average Average

Employment Employment

Industry Mar-10 Share 2008 Annual Share %Change
Total Non-Agricultural Employment 1253300 100.0% 1315100 100.0% -4.70%

Goods Producing

Construction Mining 58900 4.7% 82200 6.3% -28.35%

Manufacturing 60900 4.9% 69500 5.3% -12.37%

Service Producing

Trade Transportation Utilities 224200 17.9% 241300 18.3% -7.09%

Information 21000 1.7% 23200 1.8% -9.48%

Financial Activities 69400 5.5% 78600 6.0% -11.70%

Professional Business 184100 14.7% 194800 14.8% -5.49%

Educational Health Services 239400 19.1% 228000 17.3% 5.00%

Leisure Hospitality 111 300 8.9% 116300 8.8% -4.30%

Other Services 54500 4.3% 56600 4.3% -3.71%

Government 229600 18.3% 224600 17.1% 2.23%

Source U.S Department of Labor Statistics 4/2010

Over the period displayed above total non-agricultural employment in the Baltimore PMSA declined

4.70% While steep losses were witnessed in the malority of the employment sectors the government

and educational/health sectors experienced growth during 5-month timeframe The most lobs were

lost in the construction and trade transportation and
utility sectors

Baltimore is the largest city in the State of Maryland although the states capital is located in the City

of Annapolis within Anne Arundel County The City of Baltimore accounts for about one-third of the

employment within the PMSA The Washington D.C MSA blends with the Baltimore MSA to some

extent at the southwestern portion of the PMSA as the District of Columbia is located approximately

37 miles southwest of Baltimore Due to this proximity some residents of Anne Arundel and Howard

Counties have found long-term employment within the Washington D.C MSA

EMPLOYMENT

Historically the Baltimore area has been an industrial/manufacturing center although over time this

industry has declined in importance along with the overall national trend toward service-related

industries The citys current industrial base includes more than 700 companies such as the General

Motors Truck Assembly Plant Poly Seal Millennium inorganic Chemicals Domino Sugar and the

pharmaceutical company Alpharma Warehouse/distribution companies number approximately 950

within the city collectively employing more than 7500

Currently the financial services industry is mainstay of the Baltimore area economy More than

400 financial services companies are located in the Baltimore area from the international

headquarters of Deutsche Bank/Alex Brown Legg Mason and Rowe Price to Allied Irish-owned

14
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First National Bank The St Paul Companies formerly USFG Zurich Commercial and Dutch

headquartered AEGON are also strong members of the Baltimore business community Over 5700

companies combine to make up Baltimores service industry with strong medical business

educational and nonprofit components Following is list of the largest employers located within the

City of Baltimore

MAJOR EMPLOYERS CITY OF BALTIMORE

Rank Company Employees

Johns Hopkins University 24485
Johns Hopkins Hospital Health System 13750

University of Maryland Medical System 10737

University of Maryland Baltimore 6615

Lifebridge Health Sinai 5094
St Agnes Healthcare 3079
Abacus 3000
Constellation Energy BGE 2670

Mercy Health Services 2506
10 Kennedy Krieger Institute 2135
11 Loyola College 2050
12 Good Samaritan Hospital 2000
13 US Social Security Administration 2000
14 Maryland General Hospital 1600

15 Verizon 1590
16 Baltimore City Community College 1500

Morgan State University 1500

18 Harbor Hospital Center 1400

19 Bank of America 1304

20 Baltimore Sun 1250

Source Baltimore Development Corporation 12/2009

The Johns Hopkins Hospital is located at the intersection of North Broadway and Orleans Street The

campus is under construction with new hospital which will open in 2011 Construction on the

$994 million hospital is past its halfway mark The new complex will feature 224 adult acute care

rooms 96 adult intensive care rooms 35 obstetrics rooms 20 pediatric acute care rooms 85

pediatric intensive care rooms level pediatric trauma service pediatric burn services an indoor

play area modernized emergency departments and diagnostic imaging and radiology facilities and

33 operating rooms

Within the City of Baltimore and surrounding region there are more than 30 institutions of higher

learning Additionally Baltimore City has more than private schools including both parochial and

non-secular offering kindergarten through 2th grade education

15
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DEVELOPMENT

The City of Baltimore Development Corporation BDC provides economic development services

within the City of Baltimore working collaboratively within City government and with private partners

to retain and expand existing employers as well as attract new ones The BDC functions primarily as

liaison between business owners and City agencies advocating for the interests of local employers

The BDC works with business owners to shepherd private development projects through public

processes saving time and mitigating expense In certain situations the BDC assumes the role of

developer thus facilitating the reuse of publicly owned property for new and expanding businesses

The Baltimore Development Corporation and its predecessors have existed in some form since 959

The BDC was formed in 1991 through the merger of three nonprofit organizations with different areas

of service but similar economic development goals In 996 private sector Board of Directors was

appointed and BDC took on its current operational structure An overview of several specific forms of

assistance provided to local business is summarized as follows

Brownfields Assistance promotes the re-use of vacant or under-utilized industrial and

commercial properties that may be affected by the presence or perceived presence of

environmental contamination

Enterprise Zone Certification will certify those properties and businesses located with the Citys

State Enterprise Zones as eligible for assistance through the program This certification allows

property owners and businesses to benefit from employment property and personal property

tax credits for ten-year period

Payment in Lieu of Taxes PILOT is an agreement between the City of Baltimore and

developer business or landowner that substitutes the annual real estate taxes due on

property for an established time period with negotiated payment The purpose is to provide

property tax exemption from Baltimore City

Revolving Loan/Working Capital Loan Funds is used for acquisition and improvement of land

facilities and equipment The funds are also used for renovation demolition and site

preparation and new construction The funds may also be used for working capital with

restrictions

Foreign Trade Zone Management is department or administration of Foreign Trade Zone

74 Foreign Trade Zones are designated areas within U.S borders that are considered

outside of U.S customs territory The agency was established for the purpose of assessing and

collecting duties As the designated agent responsible for administering managing and

marketing FTZ74 the BDC reaches out to existing and prospective businesses to encourage

use of FTZ benefits
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Additionally we considered economic developments occurring on the Eastern Shore of Maryland as

Queen Annes County has helped contribute to the overall economic development of the Baltimore

PMSA

Queen Annes County developed 159-acre campus-style Business Park on Kent Island

Additionally the Centreville Business Park located in the county seat with access to U.S Rt

301 and MD Rt 213 includes wide array of office and industrial properties with range of

business opportunities on readily developable land

Chesapeake College recently completed $5.8 million Eastern Shore Higher Education

Center which offers bachelor and graduate degrees from four
year Maryland institutions

including the University of Maryland Eastern Shore Salisbury University and Washington

College

The National Joint Apprenticeship Training Committee has recently purchased 46198-

square foot warehouse in the Chesapeake Bay Business Park for the training and education of

electricians entering the industry

ECONOMIC ANALYSIS

Summary

Moodys Economy.com provides the following Baltimore MD metro area economic summary as of

Jan-i The full Moodys Economy.com report is presented in the Addenda

BALTIMORE MD ECONOMIC ANALYSIS

Indicators 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013

Gross Metro Product c$B 94.5 96.5 99.6 102.3 103.8 1060 107.2 1070 112.3 117.5 121.0 724.2

Change 2.0 2.7 3.2 2.7 1.5 2.2 1.1 .0.2 5.0 4.7 3.0 2.6

Total Employment 000 1251.2 1249.0 1264.1 12857 t306.7 1318.2 1314.7 1282.6 1277.1 1287.3 1311.2 1337.3

Chonge -0.5 -0.2 7.2 7.7 7.6 0.9 -0.3 -2.4 -0.4 0.8 1.9 2.0

Unemployment Rate
4.8 4.8 4.6 4.4 4.0 3.7 4.6 7.5 8.0 7.5 6.0 5.6

Personal Income Growth 3.6 3.7 7.5 5.0 6.7 4.7 2.8 -1.6 3.5 3.8 5.3 6.4

Population 000 2599.3 2620.4 2636.2 2647.0 2658.0 2663.8 2667.1 2684.8 2709.2 2731.0 2747.2 2762.4

Single-Family Permits 9351.0 8314.0 7501.0 8386.0 6339.0 4775.0 3131.0 3175.5 4924.0 9336.0 9307.4 9487.6

Multifamily Permits
1640.0 2819.0 2781.0 2941.0 1794.0 1432.0 2413.0 1095.3 908.0 1025.2 2031.9 2277.9

Existing-Home Price $Ths 151.1 178.4 214.4 261.0 279.1 284.9 272.6 251.9 214.5 225.6 246.0 266.8

Mortgage Originations SMil 31710.2 48950.4 33375.3 40753.9 37938.9 32378.7 20192.7 22805.2 21249.1 19343.1 18494.3 20131.6

let Migration 000 8.0 5.4 -1.6 -2.1 -2.0 -7.6 -8.6 5.4 12.0 9.3 3.3 2.2

Personal Bankruptcies 18197.0 18364.0 76343.0 20042.0 4834.0 6488.0 7914.0 11271.5 14060.0 17529.4 17670.7 16357.5

Source Moodys Economy.com

RECENT PERFORMANCE

The Baltimore economy is still in recession but is slowly improving Employment is still contracting but

no longer at an increased pace Its hardest-hit industries are stabilizing Job losses in construction are
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becoming less severe as military-related investment is shoring up demand for commercial

construction and residential investment has bottomed Recovering industrial production is funneling

through to local manufacturers although this renewed demand is merely slowing the rate of

manufacturing lob losses Contrary to the national average the jobless rate continues to climb

upward despite the reduction in the labor force This is leading to the further deterioration of

consumer-related industries

MANUFACTURING

Manufacturing is getting boost from the global recovery although the industrys long-term outlook

remains bleak Industrial production in Baltimore is rebounding slowing the now 20-year outflow of

manufacturing employment Moreover two companies have recently announced plans to open up

shop in Baltimore Emergent which maintains sites in several areas in the state has purchased

manufacturing facility in the city of Baltimore MRA Digital has also announced that it is searching for

manufacturing facility in Howard County to produce its circuit boards as transportation costs from its

facilities in China are eating away at the firms profit margin Moodys Economy.com expects the

recent respite from the secular decline in manufacturing employment to prove temporary however as

continued offshoring and greater productivity will ensure more attrition in the local industry longer

term

TRADE

Trade through the Port of Baltimore has stabilized and investments are being made to ensure that the

port remains competitive for
years to come According to Customs District data through the third

quarter trade through the port bottomed during the second quarter and inched slightly upward in the

third Although this is welcome improvement trade is still down nearly 40% from its second quarter

2008 peak Still the outlook for the port remains bright BMW recently signed five-year deal to ship

50000 cars year through the port In addition Ports America Group reached deal with the

Maryland Port Authority to lease its cargo-container terminal for 50 years The group will make

infrastructure improvements to the port which will enable it to compete for the larger cargo ships that

wHI start coming through the Panama Canal to the Eastern Seaboard ports in 201 This investment

will help stem the outflow of transportation and warehousing jobs

TECH

Baltimore is well positioned to benefit from further tech-related investment in the near term The metro

areas high level of educational attainment and network of defense contractors have fostered the

growth of high-tech industries over the past
few decades Several recessions have hamstrung related

investment but the concentration of computer systems design and research-oriented industries has still

more than doubled since 970 Ongoing investment such as the expansion of Johns Hopkins
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bioethics research institute will ensure that tech-related industries remain staple of the Baltimore

economy

CONCLUSION

Baltimores recession will give way to recovery this year Although the unemployment rate will peak this

fall it will take several
years

for the labor market to once again reach full employment Military

related gains are instrumental in the economys relatively mild downturn and forecast for strong

recovery Although the metro area is itself mature economy promising developments in medical

research tourism and distribution will enable Baltimore to track the U.S economy over the extended

forecast horizon
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NEIGHBORHOOD ANALYSIS
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LOCATION

The sublect is located within the city of Baltimore in an area known as Park Heights approximately

miles northwest of the Baltimore Central Business District

BOUNDARIES

The neighborhood boundaries are detailed as follows

North Northern Parkway

South Cold Spring Lane

East Interstate 83

West Baltimore County

LAND USE

The sublect is situated immediately west of and adjacent to the Sinai Hospital of Baltimore 467-bed

teaching facility where approximately 400 medical students receive clinical training each year It is

training site for Johns Hopkins University medical students during their mandatory ambulatory and

third-year internal medicine clerkships Sinai Hospital is the largest employer in Park Heights with

work force of 5000 and is taking lead role in neighborhood redevelopment efforts Sinai Hospitals

more recent developments include 5500 square foot cancer center expansion and the 3-story

build-out with infrastructure and helipad and addition of new 6-story tower known as The Atrium

and South Tower Vertical Expansion Phase II

The prolect included the following
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20000 s.f Addition

new floors approx 25000 s.f each

00 private room bed addition

story
link connecting the existing North Tower with the new South Tower

8000 s.f 4-story atrium

Green roof on the 4th floor with garden

New mechanical system with redundancy

brand new elevator banks

Extension of existing stair tower

Park Heights has not benefited from the economic gains experienced in some Baltimore

neighborhoods closer to the Inner Harbor and downtown Every third Saturday in May over 00000

people attend Pimlicos Preakness Stakes program however after the second leg of the thoroughbred

Triple Crown has been run Park Heights slips back into the economic doldrums characterized by

declining population and high unemployment City departments planners and the Baltimore

Development Corporation teamed up with neighborhood and business leaders to create the Park

Heights neighborhood master plan
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Park Heights Major Land Use Initiatives

Maor Site Residential Redevelopment Area

ClustOr-sito idOflti3l kociovelopmont ArCOS

Stahthztion Ars
Historic Prisrvtion Tirgt Ares

Neighborhood Commerciel Centers

Convonence and Service Corridors

Pmico Racetrack Redevelopment Area

Trrisit Onented Developrnen Oppo tunilis

Industrial Development Area

_\

Ike Pimlico Community Development Authority was formed to carry out the plan the draft being

published in February 2006 The Park Height master plans includes several redevelopment ideas for

the Pimlico Racetrack including mixed use residential maintaining the racetrack and adding

surrounding commercial uses and mixed-use live-work business park neighborhood

Incorporated in November 2007 the Park Heights Renaissance PHR is non-profit 50lc3

organization representing residents businesses religious institutions schools agencies and other

stakeholders committed to shaping better future for Park Heights Birth from the Pimlico Community

Development Authority PCDA PHR is to be the on the ground organization responsible for ensuring

oblectives within the Park Heights Master Plan are implemented

Given the size of both the subject development and the Sinai Hospital campus these uses dominate

the local area Secondary land uses within Park Heights include mixture of small commercial
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convenience retail single family attached residential and single family detached residential

development

ACCESS

Primary access to the subject neighborhood is provided by Interstate 695 and Interstate 83 with

secondary access provided by Northern Parkway and Reisterstown Road local arteries that connect

with surrounding roadways Access to downtown Baltimore and the regions interstate system is

considered good

DEMOGRAPHICS

Selected neighborhood demographics in one- three- and five-mile radius from the sublect are

shown in the following table

SELECTED NEIGHBORHOOD DEMOGRAPHICS

5201 Park Heights Avenue
-Mule 3-Mile 5-Mile

Baltimore Maryland

Population

2014 Population 28903 165913 498206

2009 Population 29692 167353 501979

2000 Population 31544 171216 512427

1990 Population 37720 185964 554319

Growth 2009 2014 -0.54% -0.17% -0.15%

Growth 2000 2009 -0.67% -0.25% -0.23%

Growth 1990 2000 -1.77% -0.82% -0.78%

Households

2014 Households 10461 66676 193587

2009 Households 10762 67452 195814

2000 Households 1499 69489 20161

1990 Households 12315 70534 207569

Growth 2009 2014 -0.57% -0.23% -0.23%

Growth 2000 2009 -0.73% -0.33% -0.32%

Growth 1990 2000 -0.68% -0.15% -0.29%

2009 Median HH Inc $361 14 $44633 $42797

2009 Estimated Average Household Income $50520 $64312 $62228

2009 Estimated Per Capita Income $18317 $26261 $24703

2009 Median Value of all Owner-Occ HUs $127325 $171016 $1 70122

Age 25 College Graduates 2000 2918 3261 86303

Age 25 Percent College Graduates 2009 15.4% 29.2% 26.5%

Source Claritas
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CONCLUSION

As shown above population as well as the number of households within the subject neighborhood

has experienced negative growth over the past twenty years and this trend is expected to continue

The neighborhood currently has middle-income demographic profile The outlook for the

neighborhood is for continued loss in population and households over the next five years These

demographic trends combined with the neighborhoods high crime and unemployment rate have

been considered in our locational adlustment analysis later in this report
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MARKET ANALYSIS

The market analysis forms basis for
assessing market area boundaries supply and demand factors

and indications of financial feasibility Given the breadth of the sublects highest and best use as

vacant we have provided summary of the three main product types as follows

BALTIMORE METROPOLITAN RETAIL OVERVIEW

According to the Reis Observer the Baltimore retail market is described as being more resilient than

most as it has consistently outperformed both national and regional average amounts

Vacancy Trends

METROPOLITAN BALTIMORE RETAIL

NEIGHBORHOOD COMMUNITY CENTERS

MARKET COMPARISON

South Atlantic United

Baltimore Region States

Vacancy Rate Neighborhood Centers 5.5% 11 .4% 11 .8%

Vacancy Rate Community Centers 8.5% 9.8% 9.8%

Source Reis 1st Quarter 2010

Vacancy rates within the local market are lower than what is indicated for the South Atlantic Region

and the United States This is true for both neighborhood and community centers

Rent Growth Trends

METROPOLITAN BALTIMORE RETAIL

NEIGHBORHOOD COMMUNITY CENTERS

MARKET COMPARISON

South Atlantic United

Baltimore Region States

Rent Change Neighborhood Centers -1.0% -1.0% -0.9%

Rent Change Community Centers 0.0% -1.0% -0.8%

Source Reis 1st Quarter 2010

In terms of rent growth neighborhood centers experienced -1.0% rent decline which is similar to

the rent decline for the region and the US Community centers experienced no decline in rent which

is better than the rent decline for the region and the US
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Vacancy Rates for Neighborhood and Community Centers

Approximately 2468000 square feet of new neighborhood and community retail space have been

delivered since Year-End 2000 Absorption exceeded new completions from 2002 until the end of

2006 with negative absorption in 2007 through First Quarter 2010 Net absorption at First Quarter

2010 was -10000 square feet with nothing completed Current vacancy rates are considered to be

relatively low in the Metropolitan Baltimore retail neighborhood and community center market

although they have increased since 2007 Effective rental rates averaged $1 9.05 per square foot at

First Quarter 201 decline over the average at Year-End 2008 as illustrated below

METROPOLITAN BALTIMORE RETAIL

NEIGHBORHOOD COMMUNITY CENTERS

Inventory Vacant Completions Net Avg

Year Period SF Vacancy SF SF Absorption Eff Rent

2010 1st Quarter 35911000 7.1% 2544000 -10000 $19.05

2009 YearEnd 35911000 7.1% 2534000 87000 -374000 $19.14

2008 Year-End 35824000 5.8% 2073000 145000 -327000 $19.71

2007 Year-End 35679000 4.5% 1601000 176000 -210000 $19.75

2006 Year-End 35503000 3.4% 1215000 243000 614000 $19.41

2005 Year-End 35260000 4.5% 1586000 295000 450000 $18.54

2004 Year-End 34965000 5.0% 1741000 325000 582000 $18.01

2003 Year-End 34534000 5.8% 1994000 332000 440000 $17.42

2002 Year-End 34202000 6.1% 2102000 349000 727000 $16.92

2001 Year-End 33583000 6.6% 2210000 516000 181000 $16.77

2000 Year-End 32917000 5.2% 1725000 341000 337000 $16.90

1999 Year-End 32576000 5.3% 1719000 305000 236000 $16.22

1998 Year-End 32271000 5.1% 1650000 162000 63000 $15.68

1997 Year-End 32109000 4.8% 1551000 1090000 941000 $15.38

1996 Year-End 31019000 4.5% 1402000 450000 660000 $15.03

1995 Year-End 30569000 5.3% 1612000 316000 407000 $13.99

1994 Year-End 30253000 5.6% 1703000 275000 760000 $13.43

1993 Year-End 29978000 7.3% 2188000 38000 485000 $12.94

1992 Year-End 29940000 8.8% 2635000 667000 491000 $12.46

1991 Year-End 29273000 8.4% 2459000 856000 614000 $12.37

1990 Year-End 28417000 7.8% 2217000 456000 280000 $12.26

Source Rs 1st Quarter 2010

Vacancy rates ranged from low of 3.4% in 2006 to high of 8.8% in 992 during the period from

1990 to First Quarter 2010 with an average of 5.9% Vacancy rates were 7.1% at First Quarter

2010 New product has consistently been delivered to the market over the same period with an

average of 353524 square feet of new product every year and an average yearly absorption of

349857 square feet However due to declining market conditions and limited financing options no

new product was delivered in the first quarter During the same time period rental rates increased

from $12.26 per square foot in 990 to $19.75 per square foot at Year End 2007 Average effective

rental rates have decreased from 2007 to 2009 from $1 9.75 to $1 9.05
per square foot
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Population and Employment Statistics

METROPOLITAN BALTIMORE RETAIL

NEIGHBORHOOD COMMUNITY CENTERS

Inventory Total SF per Total SF per Avg HH

Year Period SF Vacancy Population Person Employment Worker Income

2010 1st Quarter 35911000 7.1% 2714610 13.23 1261370 28.47 $127471

2009 Year End 35911000 7.1% 2708030 13.26 1257770 28.55 $126728
2008 Year-End 35824000 5.8% 2686880 13.33 1302500 27.50 $124692
2007 Year-End 35679000 4.5% 2674800 13.34 1318930 27.05 $123435
2006 Year-End 35503000 3.4% 2667080 13.31 1312770 27.04 $1 18831
2005 Year-End 35260000 4.5% 2656830 13.27 1295400 27.22 $111933

2004 Year-End 34965000 5.0% 2642010 13.23 1270130 27.53 $107322
2003 Year-End 34534000 5.8% 2632260 13.12 1254130 27.54 $97931

2002 Year-End 34202000 6.1% 2610550 13.10 1246830 27.43 $94364
2001 Year-End 33583000 6.6% 2587950 12.98 1253930 26.78 $92166

2000 Year-End 32917000 5.2% 2567660 12.82 1262200 26.08 $88956
1999 Year-End 32576000 5.3% 2548240 12.78 1234600 26.39 $83333
1998 Year-End 32271000 5.1% 2532470 12.74 1196800 26.96 $73066
1997 Year-End 32109000 4.8% 2519190 12.75 1179070 27.23 $75483

1996 Year-End 31019000 4.5% 2507410 12.37 1150120 26.97 $71346
1995 Year-End 30569000 5.3% 2496070 12.25 1129260 27.07 $67719
1994 Year-End 30253000 5.6% 2483390 12.18 1125360 26.88 $66446

1993 Year-End 29978000 7.3% 2466780 12.15 1103110 27.18 $64242
1992 Year-End 29940000 8.8% 2449310 12.22 1091900 27.42 $63126

1991 Year-End 29273000 8.4% 2429730 12.05 1099810 26.62 $60373
1990 Year-End 28417000 7.8% 2405190 11.81 1135750 25.02 $59198

Source Reis 1St Quarter 2010

Both population and employment continue to grow and the trend is expected to continue Since

2000 population and employment have grown by approximately 5.0% and 2.0% respectively The

market has also experienced an increase in inventory of approximately 5.72% during the same time

period Correspondingly the square feet of retail space per person increased 3.19% and the square

feet of retail space per worker increased 9.1 7% The study also shows that the average household

income increased 43.30% during the same time period
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Neighborhood Centers

METROPOLITAN BALTIMORE RETAIL

NEIGHBORHOOD SHOPPING CENTERS

Inventory Vacant Completions Net Avg

Year Periord SF Vacancy SF SF Absorption Eff Rent

2010 1st Quarter 17096000 5.5% 946000 2000 $18.00

2009 Year-End 17096000 5.5% 948000 87000 120000 $18.19

2008 Year-End 17009000 5.8% 981000 145000 -71000 $18.62

2007 Year-End 16864000 4.5% 765000 176000 -109000 $18.67

2006 Year-End 16688000 2.9% 480000 243000 236000 $18.18

2005 Year-End 16445000 2.9% 473000 189000 241000 $17.20

2004 Year-End 16256000 3.2% 525000 325000 491000 $16.56

2003 Year-End 16000000 4.3% 694000 235000 346000 $16.01

2002 Year-End 15765000 5.1% 805000 79000 211000 $15.59

2001 Year-End 15686000 6.0% 937000 148000 38000 $15.50

2000 Year-End 15538000 4.8% 751000 325000 289000 $15.59

1999 Year-End 15213000 4.7% 715000 176000 177000 $14.99

1998 Year-End 15037000 4.8% 716000 162000 93000 $14.60

1997 Year-End 14875000 4.3% 647000 186000 128000 $14.31

Source Reis 1st Quarter 2010

Vacancy rates for neighborhood shopping centers

with vacancy rate of 5.5% at First Quarter 2010

five years exceeding new completions however

109000 and -71000 based on completions of

are above the lows witnessed in 2005 and 2006

Absorption has typically been positive for the past

during 2007 and 2008 net absorption was

76000 and 145000 square feet in the same

periods respectively During First Quarter 201 net absorption was positive with 2000 square feet

The neighborhood shopping center segments average effective rent has increased from $14.31
per

square foot to $1 8.00 per square foot since 997 25.7% increase However average effective

rents have decreased from Year End 2007 to First Quarter 2010 from $18.67 to $18.00
per square

foot
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Community Centers

METROPOLITAN BALTIMORE RETAIL

COMMUNITY SHOPPING CENTERS

Inventory Vacant Completions Net Avg

Year Period SF Vacancy SF SF Absorption Eff Rent

2010 1st Quarter 18815000 8.5% 1598000 -12000 $20.00

2009 Year-End 18815000 8.4% 1586000 -494000 $20.01

2008 Year-End 18815000 5.8% 1092000 -256000 $20.70

2007 Year-End 18815000 4.4% 836000 -101000 $20.73

2006 Year-End 18815000 3.9% 735000 378000 $20.49

2005 Year-End 18815000 5.9% 1113000 106000 209000 $19.71

2004 Year-End 18709000 6.5% 1216000 93000 $19.28

2003 Year-End 18534000 7.0% 1300000 97000 94000 $18.62

2002 Year-End 18437000 7.0% 1297000 270000 516000 $18.05

2001 Year-End 17897000 7.1% 1273000 368000 219000 $17.89

2000 Year-End 17379000 5.6% 974000 16000 48000 $18.07

1999 Year-End 17363000 5.8% 1004000 129000 59000 $17.29

1998 Year-End 17234000 5.4% 934000 30000 $16.63

1997 Year-End 17234000 5.2% 904000 904000 813000 $16.30

Source Reis 1st Quarter 2010

The community shopping center segment shows declining vacancy rate trend starling in 2003 and

continuing to the end of 2006 with an increase in 2007 through 2009 This trend continued as of

first quarter with vacancy up to 8.5% Absorption has typically been positive exceeding new

completions however this trend changed in 2007 Net absorption at Year End 2008 was -256000

square feet As of First Quarter 2010 net absorption was negative 12000 square feet The

community shopping center segments average effedive rent has increased from $16.30 per square

foot to $20.00 per square foot since the end of 997 However average effective rents have

decreased from Year End 2007 to First Quarter 2010 from $20.73 to $20.00 per square foot

OFFICE

The Metropolitan Baltimore Area office market consists of over 62.3 million square feet of competitive

multi-tenanted office space The regions office market is segmented into three broad submarkets

Baltimore City Lower Suburban and Upper Suburban Below are statistics for the metro area as of 15t

Quarter 2010
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First Quarter 2010 Baltimore Office Market Statistics

T060IVO.nt V.o.lSy ToalOcoepl.d

Building Inventory Vacant SF Vacarcy Rate Vacarc SF SF Rat SF Full Service Reneil Ret Not Net

Weighted Autrage 4bnorpllon M.orpNSn

BaltimoreCity Told Told OVert Drool 50560 WISOSIRt donnA 8JlClantec lct000rt.r YTO

CBD-CIanc Au 12 4283171 757987 17.7% 152.575 910062 21.3% 3.372.609 2800 3836 3136

COD ClOcn 20 4663492 710978 15.2% 184311 895289 19.2% 3.768203 2400 2400 8.025 8025

COD dens 31 3515356 469190 133% 21477 490667 14.0% 3024689 17.00 966 966

CBS 701.1 83 12482010 1038855 158% 358383 2200588 854% 10185001 2400 2318 12127 12 827

Bultvvore City Eact 43 4342046 567264 131% 112042 079306 156% 3662740 3160 23.00 67365 87365

0.1100088 City Watt 13 1827266 583237 31 9% 12000 595237 32.6% 1232029 2250 2175

Boltiroor City 6000 1396763 685.320 478% 3851 669171 470% 727.582 2132 1850 1380 1380

MdtoyuVMt Vernon 17 666606 96070 144% 4615 100685 151% 565923 2200 1800 774 774
841100088 Ci4Noo-CBD 70101 81 8232883 7887880 232% 832588 2.044380 24.8% 8180288 2425 2180 87078 87 878

Total 544 20694702 3850046 58.6% 490871 4340987 28.0% l353785 24.98 21.95 800090 800096

TotalVecent V.c.acy Totoloccpl.d

BuildIng lno.otacy Vacant SF Vacancy Rat 8.88.19 SF SF Rat SF Full Service 6.01.1 Ret Not 6.1

Weighted Au.rago Aiutopllnn Mc.ovpgon

LowerSuburban Total Told Drool Diroot Sobict WISubint ClasnA 8JlClanuen lnlouasor ITO

Vionupoin 49 2408700 422980 178% 32584 455564 18.9% 1.053.136 25.42 2836 63405 63405
OWl 91 7461865 1429962 192% 19092 1449054 194% 6012.811 2885 2422 21527 21.527

Colonnbtt 187 81281501 8280075 113% 188.161 1.468.236 830% 9813265 23.50 2281 102300 102.300

BinIt CIty 18 521181 35.570 68% 35.570 8% 465611 22.00 20.55 13126 13.120

Root 2/3 20 848830 103516 122% 103.516 122% 743323 2364 2225 5595 5.595

Total 365 22520006 3272103 14.5% 239837 3511940 156% 59008146 25.20 2287 851709 158769

Tn4alVac.St VOconcy TotolOcccpiod

Building Inventory Vacant SF Vera my Rd Vecam19 SF SF Rate SF Full Sanvlce Rentel Ret Not 6.1

Wt.ghled Au.rag .tbnotptlOn 4SSO.pROfl

UpperSuburban Tolul ToOl Direct Direot Sob/nt WlSubiei 06688 4ltCiann.t 1580888801 VTD

00/tWO C0ontyE8 26 1132080 287633 238% 2018 260651 23.8% 883029 22.18 2081 27102 27102
Rctar8onv Rddorr6on 80 4232880 511544 121% 17488 520032 12.5% 3703848 22.50 2131 33.578 33.578

Honlold County 24 886663 43957 5.0% 43957 50% U2646 21.98 21.00 60324 60324

hurrtVallny 53 3.996514 483526 110% 36.200 493.789 824% 3.502.725 2200 20.80 22.105 22105

TooxonlTi800lorn 103 6425240 737579 11.5% 17254 754573 187% 5070673 2225 19.90 17432 17432
Went S.d 50 2.480131 341075 141% 2880 344559 14.2% 2.073572 2000 1800 38.988 38988

Tota 325 19092054 2365621 12.4% 69940 2435561 12.8% 16.656.493 2Z04 20.65 43305 43355

Baltimore TctelV.c.nt Vacancy Tctal000upiad

BuildIng 88.98009 VacanlSF Vac.rcyRate V.nont5F SF Ret SF Fulli.mciceoent.lReN Net Net

Weighted Au...g Mao.pll.n db.orpgcn

Told Totul DIrect Dir.ot Sub/nt WISubiet CletcA 4JICI.tccn lvtouus.r ITO

Toted 634 62306842 9487770 15.2% 800648 10298410 165% 88018424 $24.45 522.42 8.308 8306

Vacancy Rates

As of the 156 Quarter 2010 there was over 9.48 million square feet available for direct lease in the

Baltimore region for direct vacancy rate of 5.2% Including sublet space total of over 0.28

million square feet is available for an overall vacancy rate of 6.5%

The vacancy rate has increased 200 basis points from Year End 2008 from 14.5% to 16.5% as of

First Quarter 2010 Baltimore Citys vacancy is significantly higher than the suburban areas of the

metropolitan region and rose significantly over the past year
due to oversupply Office market total

vacancy statistics for the Baltimore area are shown in the following table

BALTIMORE REGIONAL OFFICE MARKET

HISTORICAL VACANCY RATES 1ST QUARTER 2010

Market 1997 1998 1999 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 1Q10

Babimorecity 16.5% 10.2% 7.8% 8.4% 11.1% 18.9% 19.1% 19.8% 17.1% 13.7% 13.7% 152% 21.1% 210%

Suburban 6.8% 80% 7.9% 7.8% 17.8% 17.3% 15.2% 13.0% 13.9% 10.1% 12.2% 14.2% 14.0% 14.3%

Baltimore MSA 100% 8.7% 7.9% 80% 16.0% 17.9% 16.6% 15.4% 150% 11.3% 12.7% 14.5% 16.4% 16.5%

Source CB Richard Ellis Dotofrom 997-2000 excludes sublet space
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After reaching 7.9% at Year-End 2002 the vacancy rate generally declined to 11 .3% by Year-End

2006 which marked the peak of the most recent expansion The direct vacancy rate has begun rising

again as new product is delivered to the market and as the economy has slowed The vacancy rate

began to rise in 2007 and by First Quarter 201 has reached 16.5% the highest rate its been since

2003

The vacancy rate has historically been several percentage points higher in Baltimore City than in the

suburban areas although the rates had grown closer together in 2007 and 2008 due to oversupply

in the suburbs The 2009 and 2010 data shows reversal of this tightening as Baltimore Citys

vacancy rose significantly due to negative absorption and increased sublet space being marketed

Additionally the new 590109 square-foot Legg Mason Building delivered in Third Quarter of 2009

and is currently 74.5% leased

Supply

The following table highlights the inventory of office buildings under construction for delivery in 2010

and beyond by jurisdiction

BUILDINGS UNDER CONSTRUCTION AT 1ST QUARTER 2010
BALTIMORE MSA

Delivery

County No Bldgs NRA Available SF Leased 2010 2011

Anne Arundel 251000 244000 3% 251000
Baltimore City 353412 165015 53% 353412
Baltimore County 40200 40200 0% 40200
Carroll 0%
Cecil 0%
Harford 264948 83851 68% 264948
Howard 313500 313500 0% 313500
Total 12 1223060 846566 31% 1223060
compiled by cBRkhard Ellis Inc 4/10

There is over .2 million square feet of office space under construction in the MSA for delivery in

2010 Approximately 31% of the under construction inventory is pre-leased Construction has slowed

as credit has tightened and demand eased There have been no construction starts with delivery dates

in 2011 as of yet large portion of the new construction is BRAC-related built for contractors

needing space near the Aberdeen Proving Grounds in Harford County Additionally two office

buildings are under construction in the Baltimore City East neighborhood near downtown The largest

amount of speculative office space is being constructed in Columbia
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BUILDINGS UNDER CONSTRUCTION AS OF 2010

D.IIn.ry Spon 96 L.o..d/

Sobnnodrot ProI.t Dot RBA SF AnollobI Sold D.n.Iop.r/Own.r Leod T.no.I Ang MkInB

Annçoli 129 Lubrono Dr 402010 40000 33000 18% Jo..ph Coot. MD PnnoyCor 530-32 Ptu Elortoc

Boltinor City E.t 1300 The Street 202010 278412 125515 55% Horhor Point Dopnront Morgon Stnley Negotiobi

Boltinror City E..t FM un rho Onke MvMvr Rn. 302010 75000 39500 47% C.ntror LLC Coundi $25.75 PIn OtiStie

Boltinur County Eo.t 435 WilSon Cl 402010 40200 40200 0% St John Prop..ti. N/A $15 50 NNN

BW1 308 Sentinel Dr 302010 160000 160000 0% CDPT N/A $30 Pine Utiliti.

Colunbio 9070 Sterling Dr 302010 160000 160000 0% EnroryProp.rti. N/A $3000 Plu Utliti.

Colunbio 9161 Sterling Dr 302010 153500 153500 0% Jon. Knott R.dty Group N/A Negotiotobi

Ho4ord County 210 Roneord Blvd 20 2010 85000 52571 38% COPT Northrop Gn.onrnon

Horford County 6245 Guordion Got.woy 302010 31280 31280 0% St John Prop.rti. N/A $24 SONNN

Horford County 6260 Guordion Gotewoy 402010 74334 100% St John Prop.rti. Roytheon Conpony N/A

Horford County 6280 Guordion Gotewoy 402010 74334 100% St John Properti. 1-3 Cunnnnicution N/A

Runt 2/3 241 Noble Rd 402010 51000 51000 0% St John Proportion N/A N.gotiobl

1233060 846566 388%Toel

Snn CBRitO

Demand

Absorption over the
past 3.25 years is shown in the following table

BALTIMORE REGIONAL OIfICE MARKET

HISTORICCiI NET ABSORPTION SF
Baltimore CBD Lower

City of Total Suburban

The following shows historical annual net absorption by submarket for the Baltimore region
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Year End

Baltimore Upper

MSA of Total Suburban of Total

1997 965834 336357 34.8% 393225 40.7% 236252 24.5%

1998 1295817 347278 26.8% 607262 46.9% 341277 26.3%

1999 1049582 217601 20.7% 547346 52.1% 284635 27.1%

2000 2023786 96800 4.8% 1367137 67.6% 559849 27.7%

2001 1080875 595713 55.1% 299531 27.7% 185631 17.2%

2002 1561622 661102 42.3% 872310 55.9% 28210 1.8%

2003 888125 126228 14.2% 542927 61.1% 218970 24.7%

2004 894509 190458 21.3% 659410 73.7% 44641 5.0%

2005 1567833 744470 47.5% 244675 15.6% 578688 36.9%

2006 3223839 1049621 32.6% 1381406 42.8% 792812 24.6%

2007 1115610 507806 45.5% 422200 37.8% 185604 16.6%

2008 1062603 21274 -2.0% 462371 43.5% 621506 58.5%

2009 186961 42298 -22.6% 145185 77.7% 84074 45.0%

2O1OY1D 8306 100098 n/a 151709 n/a 43305 n/a

Total 16908690 4909960 29.0% 7793276 46.1% 4205454 24.9%

AnnualAverage 1276128 370563 29.0% 588172 46.1% 317393 24.9%

Source CB Richard Ellis 1Q10
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BALTIMORE METROPOLITAN OFFICE MARKET OVERVIEW
Aonool Net Abeooptlon

Sobnnk.t 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010YfD
CIooA COO $16810 $75929 $11982 $118145 $150948 $216897 $249966 $210300 $193070 $36912 $3136
CIoA COO $187259 $260564 $101484 $80609 $88594 $43950 $124490 $81453 $114619 $20013 $8025
CIo CBD $1 15767 $134717 $53631 $108274 $24204 $78114 $4384 $29638 $55106 $25938 $966
Downtown TetoI $88302 $49978 $35877 $90480 $268746 $338967 $378840 $262115 $252583 $82863 $72727

BoItioor.CityEoot $0 $0 $129893 $244874 $26274 $90145 $565157 $132274 $3763 $61469 $87365

BcttinoreCityWeot $0 50 5400753 $121829 $12428 $307676 $75578 $25369 $40382 $6806 $0

Bcltinor.CityNorth $0 $0 $4601 $71810 $246 $1791 $12105 $21936 $151926 $21496 $1380
Midtown/Mt Vernon $0 $0 $42945 $21853 $39832 $9479 $42151 $66112 $5238 $7398 $774
Beltfmo City Ne.-CBO $185102 $545795 $625237 $276708 $78288 $405509 $670787 $245691 $237309 $40565 $87977

BALTIMORE QTI TOTAL $96800 $595773 $667702 $726228 $790458 $744470 $7049627 $507806 $27274 $42298 $100098
so so $0 $0

AnnopoliR $17224 $206504 $13076 $65004 $102450 $45856 $261692 $19826 $83116 $25715 $63405
OWl $477124 $217194 $445603 $180603 $205822 $62967 $456438 $40089 5198829 $36842 $21527

Colonbio $875960 $263720 $350089 $278197 $363873 $78090 $41 2867 $352996 $127809 $122483 $102300
Ellinott City $1487 $18428 $21318 $2569 $611 $31053 $28787 $9907 $9934 $2199 $13126
Rout 2/3 $1764 $28073 542224 $16554 $12124 $26709 $221622 $618 $42683 $9376 $5595
Lowe 5.borbon $1367137 $299537 $873370 $542927 $659470 $244675 $1387406 $425200 $462371 $745785 $151709

$0 $0 $0 $0

Enot BoltinoreCoonty $29025 $139481 $14212 $12222 $34265 $18345 $26683 $10903 $487 $2623 $27102
RiotrotownRdCoridor $305361 $61502 $113717 $130748 $67084 $79960 $68864 $4264 $287827 $107443 $33578
Horford County $32356 $76603 $23556 $41009 $6565 $15620 $5612 $48132 $44269 $1952 $60324
Hunt Volley $33375 $192474 $31698 $70028 $119096 $189018 $499412 $81327 $356275 $34843 $22105

Towoon/Tinoniunr $111964 $93219 $304703 $70773 $3428 5277655 $1180 $55501 $128460 $21243 $17432
Wout Side $47768 $7300 $241550 $34246 $140911 $66030 $191061 $7283 $62082 $37292 $38988

Upp.Seberbon $559849 $185631 $28210 $218970 $44647 $578688 $795872 $185604 $627506 $84074 $43305
$0 $0 $0 $0

SUBURBAN TOTAL $7926986 $405762 $900520 $767897 $704051 $823363 $2774218 $607804 $7083877 $229259 $704404
$0 $0 $0 $0

METROPOLITAN TOTAL $2023786 7080875 $7567622 $488725 $894509 7567833 $3223839 $7775610 7.062603 $786967 $8506
Indud nnOit l.n4t.noutti bid t.dbrnrbeO nH
lb lntn goth.d a..n.d .lobl Though do noldoktt nt it

SoW CORE

The average annual absorption since 1997 has averaged approximately .31 million square feet in

the Baltimore MSA Absorption spiked in 2006 to 3.2 million square feet in 2007 the MSA absorbed

just over .1 million square feet of office space In 2008 net absorption declined slightly to .06

million square feet The absorption in 2009 reflected the weak economy at lust 186961 square feet

Through First Quarter 2010 absorption has been positive in Baltimore City and the Upper Suburban

market area while the Lower Suburban market area has experienced negative absorption Overall

through First Quarter 2010 the MSA has experienced negative 8306 square feet in absorption

Absorption Projections

Given the poor performance over the recent past and the decline in the national economy we have

forecasted lower absorption over the next two years Our estimate of 800000 per year is less than

the average over the past years The average vacancy rate over the past 3.25 years was 3.3%

for the MSA overall and therefore 3% is estimated to by the stabilized vacancy for the region

33

2010 C8 Rdd 10



PIMLICO RACETRACK MARKET ANALYSIS

VACANCY PROJECTIONS BALTIMORE METROPOLITAN REGION
Category Metro Area Baltimore City Suburban MD
Beg of Period Office Space 62306842 20694702 41612140

Beg of Period Vacancy Rate 16.5% 21.0% 14.3%

Beg of Period Vacant SF 10288418 4340917 5947501
Less Stabilized Vacancy 13% 8099889 2690311 5409578
Excess Supply 21 88529 650606 537923

Projected Annual Absorption 800000 200000 600000
Yrs Current Excess Supply 2.74 8.25 0.90

Future Vacancy Projedions

New Supply UC over the next 24 months 1223060 353412 869648

Beg of Period Vacant SF 10288418 4340917 5947501
Less 24 Mos of Net Absorption 1600000 400000 1200000

End of Period Vacancy 9911478 4294329 5617149
End of Period Inventory 63529902 21048114 42481788
End of Period Vacancy Rate 15.6% 20.4% 13.2%

Excess Supply 13% 1652591 1558074 94517
Yrs Excess Supply in 24 mos 2.07 7.79 0.16

Source CB Richard Ellis Valuation Advisory Services 1Q10

Assuming an absorption level of 800000 square feet per year overall vacancy could decline slightly

over the next 24 months to 5.6% for the entire MSA assuming no additional construction comes on

line Baltimore Citys vacancy rate is prolected to decline slightly over the next 24 months to 20.4%

from 21.0% while the suburban areas vacancy is expected to decrease to 13.2% from 14.3% over

the same period

At this point the market is considered somewhat over-supplied primarily within Baltimore City Based

on our prolections there are 24.8 months of over-supply to reach an estimated 13% stabilized

vacancy rate in the MSA overall Within Baltimore City there is nearly years of over-supply while

the suburban areas of the metropolitan area are near stabilization

MULTIFAMILY

An overview of local market conditions is necessary aspect of the appraisal process The market

analysis forms basis for assessing market area boundaries supply and demand factors and

indications of financial feasibility In this section CB Richard Ellis discusses the status of local market

conditions Reis published the First Quarter 2010 Report which was utilized in our analysis of the

sublect propertys submarket Other data used in CB Richard Ellis
surveys was collected through

conversations and meetings with property managers leasing agents and brokers in the immediate

area and throughout Suburban Maryland and the Baltimore area
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ECONOMIC TRENDS

The following trends are evident in the Baltimore area economy and the national economy

According to the preliminary unemployment numbers released by Bureau of Labor Statistics in

March 2010 the state of Maryland posted Quarter unemployment rate of 7.7% which is up

.0% from March 2009 whereas the Baltimore-Towson Metro Area is reflecting slightly lower

unemployment rate of 7.6% Both the Baltimore Region and the State of Maryland are exhibiting

unemployment rates below the national average of 9.9%

The United States GDP increased at an annual rate of 3.2% in the first
quarter

of 2010 that is

from the fourth quarter to the first quarter according to the advance estimate released by the

Bureau of Economic Analysis

The Baltimore Area experienced decline of 35000 lobs during the 12 months ending January

201 this represents decline of 2.8% compared to the national decline of 3.0% during this

period Housing prices in the Baltimore Area declined 7.7% during the 12 months ending

January 2010

According to Delta Reports Education/Health and Government sectors which are 36% of the

total job base have continued to add lobs over the past twelve months The Leisure/Hospitality

sector added 2200 payroll lobs during the past months This compares to the 5-year annual

average of 1300 The Construction sector experienced the steepest lob decline at 3900

positions Overall job growth is expected to recover in the Baltimore MSA during 201 with

9000 new lobs

Inflation- Prices increased 2.6% during the 12 months ending January 2010 Experts are

prolecting an inflation rate of 2.5% for the entire 2010 calendar year

The first
quarter results highlight the progress made in the investment markets and the overall

change in attitude from the beginning of 2009 Sales volume reached $1 5.4 billion representing

50% increase from the first quarter of 2009 with
every property type posting higher volume

According to Real Capital Analytics national transaction volume and pricing for apartments

improved in the first quarter of 2010 but the rebound was not as broad-based as experienced in

the office sector Sales of significant apartment properties totaled $4.3 billion in the first quarter

of 201 nearly two times the volume in the same period year prior There were significant

number of large asset sales primarily in the NYC and DC Metros combined these areas

accounted for roughly 70% of the volume in this first quarter
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According to Real Capital Analytics the decline in cap rates that began in the fourth quarter of

2009 accelerated this past quarter dropping almost 40 basis points

The top national apartment buyer and seller during the first quarter was Equity Residential The

Baltimore area ranked 3th out of 20 malor core markets with respect to apartment sales volume

with $101.4 million There were malor apartment sales in Baltimore during the first quarter of

2010 according to Real Capital Analytics

There were core apartment sales in Westminster Maryland in the first quarter of 2010 which is

very rare given the lack of supply of malor apartment complexes in Carroll County which is

more rural area of Maryland

The $787 billion stimulus act signed by President Obama will direct $41 million in research grants

to Johns Hopkins University $610 million in Baltimore transportation prolects and $180 million

in Baltimore area housing projects Additionally the stimulus bill calls for an 8% rise in Medicaid

funding

The Education/Health sector is expected to be one of the top producers of metro area jobs as

Johns Hopkins University and University of Maryland continue to be economic generators in the

metro area The Financial and Construction sectors should start to see improvement in the near-

term as the market recovers from the impact of the Credit Crunch

Trends in the Commercial Real Estate Market

There is lack of liquidity throughout the financial
system

and an unwillingness to lend by those with

ready capital In the real economy consumers and businesses are tightening their belts in order to

deal with reduced current income and uncertain future prospects

As result activity in the commercial real estate market is reduced Leasing has slowed down as

tenants without immediate space requirements or near-term lease expirations are holding off on

leasing decisions Tenants perceive that the economy is not strengthening and they will likely not be

penalized for delaying commitments

Investment activity is in state of suspension Affordable debt financing is generally unavailable for

anything except multifamily investments Many deals struck prior to the upheaval are either being re

traded or the purchaser is backing-out altogether Property owners have been hesitant to sell given the

uncertainty in the market

The investment market can be characterized by lack of agreement between sellers and buyers The

difficulty in obtaining affordable debt financing is considered by sellers to be temporary situation

albeit one which prospective buyers are reflecting with sharply heightened caution As such recent
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activity indicates gap between buyers pricing and sellers pricing Although economic conditions

are not projected to improve in the near future it is anticipated that requirements of buyers and sellers

will begin to converge as conditions stabilize

Baltimore Apartment Market

Historical apartment market statistics for the Baltimore Metro area are as follows

BALTIMORE CLASS APARTMENT MARKET STATISTICS

FIRST QUARTER 2010

Submarket

Anne Sebtotal W.st NW North NE Sebtotal
Sebtotal

Arundel Soothern Baltimore Baltimore Horford Northern Baltimore Baltimore Baltimore

Morkst Indootors CcIunbm
County Soborbs County County County Soborbs Sebarbs City MSA

Number of Units Surceyed 2834 5842 8.676 4377 1745 1000 7122 15798 3742 19.540

Rent Levels

FaceRent@Morch2OlO $1498 $1512 $1507 $1277 $1471 $988 $1284 $1406 $1670 $1457

Concessions OC% Feco Rent 2.6% 4.3% 3.7% 3.3% 10.1% 0.0% 4.9% 4.2% 8.0% 5.0%

Effective Rent March 2010 $1459 $1447 $1451 $1234 $1322 $988 $1221 $1347 $1538 $1384

EffectiveRent/SF@March2OlO $1.41 $1.47 $1.45 $1.09 $1.31 $1.05 $1.14 $1.30 $1.68 $1.37

Per Year Effective Rent

Per Annem Increase to March 2010

Since March 2009 -14% 2.4% 1.1% 0.8% 8.9% -4.2% 2.1% 1.6% -1.7% 0.3%

Overall Vacancy

Vacancy Rote March 2009 47% 8.6% 7.2% 6.5% 6.2% 3.3% 6.0% 6.7% 12.6% 7.8%

Voconcy Rots March 2010 4.6% 10.9% 8.9% 5.7% 14.8% 3.0% 7.5% 8.3% 10.7% 8.7%

Stabiliced Vacancy

Vacancy Rots March 2009 3.8% 4.7% 4.3% 6.2% 6.2% 3.3% 5.8% 5.0% 6.8% 5.3%

Vacancy Rota March 2010 3.3% 5.2% 4.5% 5.7% 5.1% 3.0% 5.2% 4.8% 8.8% 5.6%

Absorption Trends

Monthly Absorption Pace P.r Project

for Most Recently Delivered Market-

Rate Projects 14 --- 14 17 ---

Year of most recently marketed

project 2009 2010 2007 2009 1997
Sopply Projections

of Market Rats Units under

Construction or Planned in the neot 36-

Months 824 1405 2229 293 1002 400 1.695 3.924 1703 5627

For Comparison Since March 2009 368 1059 1427 373 1392 408 2.173 3600 2244 5844

Rents include/assume landlordpaid utilities

Socrcn D.ItnAsociat.s Inc 101R2010

Baltimore City Submarket

Baltimore City has two primary markets that Delta Reports classifies as the Downtown market and the

Fells Point/Inner Harbor market Delta Reports details both markets individually and then collectively

considers Baltimore City The following chart summarizes key market statistics related to Baltimore

City
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BALTIMORE CITY CLASS SUBMARKET MARKET STATISTICS

FIRST QUARTER 2010

Submarket

Fells

Point/Inner Baltimore

Market Indicators Downtown Harbor City

Number of Units Surveyed 2375 1367 3742

Rent Levels

Face Rent March 2010 $1398 $2143 1670

Concessions as Face Rent 2.4% 14.3% 8.0%

Effective Rent@March 2010 $1365 $1837 $1538

Effective Rent/SF @March 2010 $1.57 $1.85 $1.68

Per Year Effective Rent

Increase to March 2010

Since March 2009 0.2% -4.9% -1.7%

Overall Vacancy

Vacancy Rate@ March 2009 9.0% 19.2% 12.6%

Vacancy Rate March 2010 10.9% 10.3% 10.7%

Stabilized Vacancy

Vacancy Rate March 2009 6.0% 8.6% 6.8%

VacancyRate@March 2010 8.1% 9.9% 8.8%

Absorption Trends

Monthly Absorption Pace Per

Prolect for Most Recently Delivered

Market-Rate Projects 10

Year of most recently marketed

project 2008 2008

Supply Projections

Construction or Planned in the next

36-Months 1421 282 1703

Source Delta Associates Inc QTR 2010

Rental rates within Baltimore City range from $1 396 per unit within the Downtown market and

$2143 per unit within the Fells Pointe/lnner Harbor market The stabilized vacancy rates in Baltimore

City range from 8.1% to 9.9% and concessions range from 2.4% to 14.3% with the average

concession being 8.0% for Baltimore City Rents declined approximately .7% since December 2009

The current market conditions are expected to continue throughout 2010
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New Construction

Delta Associates reports new apartment complexes under construction and/or marketing in

Baltimore City Baltimore County and Harford County areas Other counties are not surveyed by Delta

Associates These projects represent total of 2114 units of which 250 are garden improvements

and 864 units are high-rise/Mid-rise projects This is illustrated in the chart below

COMPLEXES UNDER CONSTRUCTION AND/OR MARKETING
BALTIMORE CITY BALTIMORE HARFORD COUNTIES

of units of units Pre-leasing Initial Construction

Project Project Type Location lotol Units Absorbed Available Begins Occupancy Completion

Domains Brewers Hill Mid-Rise Canton 180 157 23 Nov-08 Jan-09 Apr-09

39 West Lexington High-Rise CBD 181 112 69 Jan-08 Feb-08 Feb-08

The Lofts at McHenry Row Mid-Rise/Mixed Use Locust Point 250 250 2012 2012 2012

Professional Arts Buillding Mid-Rise Mt Vernon 90 72 18 Feb-09 Apr-09 May-09

The Fitugerold Mid-Rise Mt Vernon 280 280 Mar-10 May-10 Oct-10

The Quarter Jaxz Garden Towson 250 163 87 Nov-08 Dec-08 Moy-09

lawson Promenade Mid-Rise lawson 376 188 188 May-09 Jul-09 Feb-10

The Quarter Renaissance Mid-Rise lawson 150 75 75 May-09 NA 2009

Palisades of Townson High-Rise Towson 357 357 Jun-10 Jul-10 Aug-10

Total All Unit Types 2114 767 1347

Portion Gardens 250 163 87

Portion Mid/High RIse 1864 604 1260
Soarce Delta Associates Inc QTR 2010

In addition to the under-construction inventory there are currently apartment complexes that are

planned and likely to be delivered within the next 36 months The planned complexes are

combination of high-rise properties mixed use properties garden and mid-rise properties The

planned projects are as follows

PLANNED APARTMENT COMPLEXES EXPECTED OVER NEXT 36-MONTHS

BALTIMORE CITY BALTIMORE HARFORD COUNTIES

Proper Intial Site Plan Bldg Pmts Construction

Project Project Type Location Total Units Zoning Approvals Approved Issued Start

Brewers Hill Mid-Rise Canton 122 Yes Yes Yes No Sep-10

Flour House Mid-Rise Downtown 150 Yes No No No 2Q 2010

The Mayfair Mid-Rise Downtown 52 Yes Yes Yes No 4Q 2010

Marketplace at Fells Point Mid-Rise Fells Point 60 Yes Yes Yes No 2010

Jonestown Project Garden Jonestown 107 No No No No 2011

Silo Point- Phase High-Rise Locust Point 90 Yes Yes Yes No 2011

Highland Town Middle Site Mid-Rise Patterson Park 80 No No No No Dec-10

Clipper Mill Tractor Building Mid-Rise Woodberry 67 Yes Yes No No N/A

The Rotunda High-Rise Wyman Park 302 Yes Yes Yes No 2Q 2011

10 The Groveton Garden Owings Mills 226 Yes Yes Yes No 2Q2010

ii The Quarter Fusion Garden Towson 295 Yes Yes Yes No 2011

12 Reserve at Riverside Garden Aberdeen 400 Yes Yes Yes No 3Q 2010

Total All Unit Types 2051

Portion Garden 1028

Portion Mid Rise/High Rise 1023

Source Delta Associates Inc QTR 2010

Absorption Trends

The lease-up of recently completed and under construction inventory situated in the Baltimore market

area is highlighted as follows
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ABSORPTION SUMMARY
ACTIVELY MARKETING RENTAL APARTMENT PROJECTS

Units Date Marketing Overall Monthly

Proiect Total Units Absorbed Began Lease-up Pace

39 West Lexington 181 112 1/08

Baltimore MD

Domain Brewers Hill 180 157 12/08 10

Baltimore MD

The Renaissance at the Quarter 150 75 3/09

Towson Maryland

TheiazzattheQuarter 280 163 3/09 14

Towson MD
TOTAL 791 507 ----

Source Delta Associates Inc QTR 2010

The average indicated absorption rate is units per month The absorption summary for recently

stabilized garden apartment projects illustrated below shows an average absorption rate is 11 units

per month however it is noted that projects which recently leased up in 2009 averaged an

absorption rate of 11 units
per

month
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ABSORPTION SUMMARY
RECENTLY STABILIZED GARDEN APARTMENT PROJECTS

Date Marketing Overall Monthly

Project Total Units Began Date Stabilized Lease-up Pace

The Excalibur Avalon Phase II 147 Apr-00 Dec-01

Pikesville

Windsor Commons 286 Oct-00 Apr-02 16

Catonsville

Pierside at Harborview Inner Harbor 64 Sep-01 Mar-03

Baltimore City

Avalon at Village Green 255 Feb-02 Mar-05

Pikesville

Owings Park 174 Apr-02 Mar-03 16

Owings Mills

Duloney Crescent 250 May-02 Mar-04 11

Towson

Cambridge Court Phase II 232 Jun-02 Mar-04 11

White Marsh

Riverstone 324 Sep-02 Mar-04 18

Owings Mills

Brookside Commons Phase 126 Sep-02 Dec-04

Owings Mills Maryland

10 Red Run Apartments Phase II 216 Apr-03 Sep-04 13

Owings Mills

11 The Reserve at Stonegate 219 Jul-04 Aug-06
Woodlawn

12 Brookside Commons Phase II 48 Apr-05 Aug-06

Owings Mills

13 Greenwich Place at Town Center 332 Jun-06 Jun-09

Owings Mills

14 The Excalibur 147 Mar-07 Jun-09

Pikesville

15 Oella Mill 147 Apr-08 Nov-09

Ellicott City

TOTAL 3067 11

Source Delta Associates Inc 1QTR 2010
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Rent Growth

Rental rates have continued to decline over the past months in all submarkets except Harford

County Southern/Northern Suburbs and North NE Baltimore County Baltimore City has reflected

6.1% decline in rental rates since December 2008 and the overall Baltimore MSA has reflected

.3% decline since December 2008 Below is table illustrating the most recent market forecast

performed by Torto Wheaton division of CBRE Econometric Advisors

BALTIMORE MULTIHOUSING MARKET TRENDS FORECAST

Total Personal Net Vacancy Some-Store Rent
Population Stock Completions

Year Employment Income Absorption Rote Rent Index Inflation

1000 Units Units
Jobs 1000 billions units Avg Avg S/Unit Avg

2003 12541 2629.1 117 179449 1738.0 1056 4.60 910.9 2.9

2004 1270.1 2642.0 122 181211 1762.0 2699 5.10 947.5

2005 1295.7 2652.9 123 183316 2105.0 3175 4.10 988.1 4.3

2006 1313.2 2661.2 129 185300 1984.0 3586 3.60 1032.4 4.5

2007 1319.6 2666.0 129 186719 1419.0 -1224 4.70 1053.1

2008 1301.8 2675.0 129 188047 1328.0 -2534 6.10 1077.2 2.3

2009 1282.3 2696.0 129 189091 1044.0 2127 6.40 1065.7 -1.1

2010 1282.7 2721.5 132 189757 666.0 -176 6.30 1074.1 0.8

Forecast 2011 1315.1 2739.2 137 191033 1277.0 3305 5.50 1093.3 1.8

2012 13501 2754.9 143 192897 1864.0 3923 4.30 1118.3 2.3

2013 1379.8 27698 147 194953 2055.0 3116 350 1147.9 2.6

2014 1403.2 2784.4 151 196958 2004.0 2480 3.10 1180.9 2.9

2015 1421.1 2799.0 155 198891 1933.0 2052 3.00 1217.6 31

Source TWR Spring 2010 Outlook Data as of 4Q-2009

This most recent forecast indicates that rental rates should begin to show signs of growth in 2010 It

is noted that this forecast was compiled in the 4th quarter of 2009

Summary

Overall vacancy rates continue to remain around 33% to 8.8% for the Baltimore metro area which is

similar to what existed in 2008 but below levels the existed in 2007 and all markets with the

exception of Harford County are experiencing concessions ranging from 2.6% to 10.1% We expect

concessions to continue in the market as long as new product is being delivered and as long as

properties in the lease up stage move toward stabilization Overall rental rates have started to show

improvement above 2009 levels with an average rental rate growth of 0.3% The market is

experiencing leveling off and rate will likely remain flat throughout the rest of the year Absorption

continues to remain positive however the rate of absorption declined significantly from prior years

As to vacancy rates we estimate that vacancy rates will remain stable in the 7% to 8% range
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SUBJECT ANALYSIS

The following chart summarizes the salient characteristics of the subject site

SITE SUMMARY AND ANALYSIS

Physical Description

Gross Site Area 128.08 Acres 5579346 Sq Ft

Net Site Area 128.08 Acres 5579346 Sq Ft

Primary Road Frontage Northern Parkway 3600 Feet

Secondary Road Frontage WinnerAvenue 1500 Feet

Secondary Road Frontage Hayward Avenue 800 Feet

Secondary Road Frontage Park Heights Avenue 800 Feet

Secondary Road Frontage Belvedere Avenue 2900 Feet

Secondary Road Frontage Preakness Way 200 Feet

Excess Land Area None

Surplus Land Area None

Shape Irregular

Topography Level

Zoning District B-3 Community Commercial District

Flood Map Panel No Date 2400870002D 30-Sep-88

Flood Zone

Adjacent Land Uses Commercial and residential uses

Comparative Analysis Rating

Access Average

Visibility Average

Functional Utility Average

Traffic Volume Average

Adequacy of Utilities Average

Landscaping Average

Drainage Assumed adequate

Utilities Adequacy
Water Yes

Sewer Yes

Natural Gas Yes

Electricity Yes

Telephone Yes

Mass Transit Yes

Other Unknown
Detrimental Easements

Encroachments

Deed Restrictions

Reciprocal Parking Rights

Common Ingress/Egress

Source Various sources compiled by CBRE
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ZONING

The following chart summarizes the subjects zoning requirements

ZONING SUMMARY
Current Zoning B-3 Community Commercial District

Uses Permitted Business service and commercial uses of

highwc-oriented nature

Zoning Change Not likely

Category Zoning Requirement

Maximum Height None noted

Maximum FAR District B-3-1 May not exceed 0.8

Distrid B-3-2 May not exceed 2.5

District 6-3-3 May not exceed 5.0

Source Planning Zoning Dept

For purposes of this analysis we are assuming that all of the individual sublect parcels identified later

in this section fall under the B-3 zoning ordinance

At the clients request we have estimated the market value of the subject land as vacant which for

the purposes of our analysis is considered to be hypothetical condition given the existence of the

current improvements Additionally based upon the information provided by Ms Sara Paranilam of

the City of Baltimore Department of Planning the entitlements associated with the 2004 Planned Unit

Development an overlay district identified as Ordinance 04-665 and detailed in Baltimore City

Council Bill 03-1222 were on hold pending the outcome of state legislation regarding possible

legalization of slot machines Slot machines were not approved for the sublect site At the present

time the PUD text and drawings applies and dictates what is allowed on the site The PUD is more

specific than the underlying zoning Any changes to the PUD would require City Council

Ordinance as would repealing and replacing it with new PUD which has not occured Therefore

the highest and best use of this site as vacant as of the date of this report is limited to the legally

possible uses under the current B-3 zoning ordinance

TAX ASSESSMENT DATA

The following summarizes the subjects assessed value phased-in over three
year period
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Ward Section Block Lot

27 220 4464 24

27 190 4555 16

27 190 4724

27 190 4724 13

27 220 4464 23

27 220 4464 19

27 220 4464

27 190 4554 26A

27 220 4464 22

27 190 4555 13

27 220 4463

27 190 4554 27

27 190 4555

27 190 4555 13A

27 190 4555 14

27 190 4555 15

27 190 4554 23

27 190 4555 19

27 190 4555 18

27 190 4555 20

27 190 4555 21

27 220 4489

27 190 4556

27 190 4556

27 190 4724

27 190 4556

27 220 4490

27 220 4489

27 220 4488

27 220 4464 11

27 220 4463 21

27 220 4463

27 190 4554 28

27 220 4489

27 220 4489

27 220 4489

27 220 4488

27 220 4488 10

27 220 4488

27 220 4464 13

27 220 4464 16

27 220 4464

27 220 4464

27 220 4464

27 220 4463

27 220 4463

27 220 4463

27 220 4463 11

27 220 4463 13

27 220 4490

27 220 4463 17

27 190 4554 22

27 220 4488

73200 73200

9800 9800

102100 102100

186100 186100

73200 73200

97200 97200

730000 730000

7200 7200

79500 79500

9500 9500

61800 61800

6700 6700

34800 34800

9200 9200

4100 4100

4100 4100

24000 24000

6000 6000

8000 8000

6000 6000

16200 16200

580600 580600

14548600 14548600

9000 9000

37900 37900

5800 5800

480000 480000

96000 96000

480000 480000

64200 64200

62800 62800

52000 52000

10300 10300

74900 74900

74900 74900

74900 74900

37400 37400

74900 74900

128900 128900

84300 84300

75800 75800

92700 92700

57400 57400

67400 67400

59700 59700

57800 57800

55700 55700

62500 62500

121000 121000

45000 45000
115300 115300

38500 38500

112800 112800

Maryland properties are assessed by the Maryland Department of Assessment and Taxation This

department is an independent state agency responsible for real and personal property assessments as
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AD VALO REM TAX INFORMATION

Area Phased-In Market Value Assessments

Acres 7/10-6/11 7/11-6/12 7/12-6/13

3001 Northern Pkwy

3301 Hayward Ave

SS Rogers Aye Sec Pimlico Rd

NS Belvedere Ave NEC Preakness Way
3003 Northern Pkwy

SS Northern Pkwy 115 ft of Bland Ave

3000 Rogers Ave

3325 Hayward Ave

3005 Northern Pkwy

3313 Hayward Ave

3100W Rogers Ave

3319 Hayward Ave

5201 Ethelbert Ave

3309 Hayward Ave

3307 Hayward Ave

3305 Hayward Ave

5271-5279 Park Heights Ave

5206 Maple Ave

5212 Maple Ave

5204 Maple Ave

5200 Maple Ave

2800 Rogers Ave

5201 Park Heights Ave

5201 Maple Ave

SS Rogers Aye 475 ft of Pimlico Rd

5203 Maple Ave

2702 Rogers Ave

2806 Rogers Ave

2900 Rogers Ave

3016 Rogers Ave

Ws Bland Aye 92.4 ft of Northern Pkwy

3108 Rogers Ave

3315 Hayward Ave

5501 Woodcrest Ave

5503 Woodcrest Ave

5505 Woodcrest Ave

WS Woodcrest 75

WS Woodcrest Av 100

2903 Northern Pkwy
5501 Blond Ave

5507 Blond Ave

3010 Rogers Ave

3012 Rogers Ave

3014 Rogers Ave

3102W Rogers Ave

3104W Rogers Ave

3106W Rogers Ave

5501 Winner Ave

5503 Winner Ave

2700W Rogers Ave

5506 Bland Ave

5267-69 Park Heights Ave

5504 Woodcrest Ave

0.1680 73200

0.0657 9800
1.5710 102100

2.8640 186100

0.1680 73200

0.2712 97200

1.6760 730000

0.0930 7200

0.1826 79500

0.1331 9500
0.1423 61800
0.0770 6700
0.4780 34800

0.1148 9200
0.0574 4100
0.0574 4100
0.2140 24000
0.0863 6000
0.1148 8000

0.0863 6000
0.2296 16200

1.3330 580600

110.6890 14548600
0.1295 9000

0.5840 37900
0.0867 5800
1.1020 480000

0.2204 96000
1.1020 480000

0.1466 64200
0.1444 62800
0.1192 52000
0.1330 10300

0.1721 74900
0.1722 74900
0.1721 74900

0.0861 37400
0.1722 74900

0.2961 128900

0.1936 84300
0.1742 75800

0.2130 92700

0.1318 57400
0.1548 67400

0.1372 59700

0.1327 57800
0.1280 55700

0.1435 62500
0.2780 121000

0.1033 45000
0.2650 115300

0.0590 38500

0.2591 112800

Totals 128.0842 $19487700 $19487700 $19487700
Source Assessors Office



PIMLICO RACETRACK SUBJECT ANALYSIS

well as the mapping of all real estate The applicable fax rate is set by the local lurisdiction and is

combination of state county and city rates

Marylands assessment system is based on three-year cycle in which one-third of all taxable real

estate is physically inspected and reassessed each year Assessments are based upon an estimate of

ad valorem value known as full cash value The state assessors utilize the three traditional approaches

to value the cost sales comparison and income capitalization approaches To lessen the impact of

any increase in full cash value three-year phase-in is implemented This provides for one-third of

the increase in full cash value added to the first year of the assessment cycle with the balance being

added in equal installments over the next two years

Property owners receive an assessment notice once every three years These notices are generally

issued in December of the year that the assessor reviewed the property The notice shows the

proposed full cash value as of January which is known as the date of finality The proposed full

cash value is the basis upon which assessments for the three upcoming taxable years will be based

The fiscal year runs from July through June 30 of the following year with taxes due by September

30

For purposes of this analysis we are assuming that any outstanding property fax liability has been

paid and that all taxes are current

CONCLUSION

The site is well-located and afforded average access and good visibility from roadway frontage The

size of the site allows for wide variety of uses and there are no known detrimental uses in the

immediate vicinity Overall there are no known factors that are considered to prevent the site from

development to its highest and best use as vacant

46

2016 CO Rhd EII fr
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HIGHEST AND BEST USE

In appraisal practice the concept of highest and best use represents the premise upon which value is

based The four criteria the highest and best use must meet are

legal permissibility

physical possibility

financial feasibility and

maximum profitability

AS VACANT

The subject property is zoned for variety of commercial uses and is of sufficient size to accommodate

multiple types
of development Considering the locational attributes legal restrictions and other

factors it is our opinion that commercial mixed-use development would be reasonable and

appropriate Furthermore mixed-use redevelopment is recommendation in the Park Heights

Master Plan The site has received interest in the past from area developers and recently has received

interest from Sinai Hospital of Baltimore for 7.8 acres Therefore it is our opinion that the highest

and best use of the subject as vacant would be for development of commercial mixed-use

assuming favorable market conditions and mix of uses that are financially feasible
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APPRAISAL METHODOLOGY

In appraisal practice an approach to value is included or omitted based on its applicability to the

property type being valued and the quality and quantity of information available Based on

information contained in the Thirteenth Edition of The Appraisal of Real Estate published in 2008

depending on specific appraisal assignment any of the following four methods may be used to

determine the market value of the fee simple interest of land

Sales Comparison Approach

Income Capitalization Procedures

Allocation and

Extraction

The following summaries of each method are paraphrased from the text

The first is the sales comparison approach This is process of analyzing sales of similar recently

sold parcels in order to derive an indication of the most probable sales price or value of the property

being appraised The reliability of this approach is dependent upon the availability of comparable

sales data the verification of the sales data regarding size price terms of sale etc the degree

of comparability or extent of adlustment necessary for differences between the sublect and the

comparables and the absence of nontypical conditions affecting the sales price This is the

primary and most reliable method used to value land if adequate data exists

The income capitalization procedures include three methods land residual technique ground rent

capitalization and Subdivision Development Analysis discussion of each of these three techniques

is presented in the following paragraphs

The land residual method may be used to estimate land value when sales data on similar

parcels of vacant land are lacking This technique is based on the principle of balance

and the related concept of contribution which are concerned with equilibrium among the

agents of production--i.e labor capital coordination and land The land residual

technique can be used to estimate land value when building value is known or can be

accurately estimated stabilized annual net operating income to the
property is known

or estimable and both building and land capitalization rates can be extracted from the

market Building value can be estimated for new or proposed buildings that represent the

highest and best use of the property and have not yet incurred physical deterioration or

functional obsolescence

The subdivision development method is used to value land when subdivision and

development represent the highest and best use of the appraised parcel In this method

an appraiser determines the number and size of lots that can be created from the

appraised land physically legally and economically The value of the underlying land is

then estimated through discounted cash flow analysis with revenues based on the

achievable sale price of the finished product and expenses based on all costs required to

complete and sell the finished product
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The ground rent capitalization procedure is predicated upon the assumption that ground

rents can be capitalized at an appropriate rate to indicate the market value of site

Ground rent is paid for the right to use and occupy the land according to the terms of the

ground lease it corresponds to the value of the landowners interest in the land Market-

derived capitalization rates are used to convert ground rent into market value This

procedure is useful when an analysis of comparable sales of leased land indicates range

of rents and reasonable support for capitalization rates can be obtained

The allocation method is typically used when sales are so rare that the value cannot be estimated by

direct comparison This method is based on the principle of balance and the related concept of

contribution which affirm that there is normal or typical ratio of land value to property value for

specific categories of real estate in specific locations This ratio is generally more reliable when the

subject property includes relatively new improvements The allocation method does not produce

conclusive value indications but it can be used to establish land value when the number of vacant

land soles is inadequate

The extraction method is variant of the allocation method in which land value is extracted from the

sale price of an improved property by deducting the contribution of the improvements which is

estimated from their depreciated costs The remaining value represents the value of the land Value

indications derived in this way are generally unpersuasive because the assessment ratios may be

unreliable and the extraction method does not reflect market considerations

METHODOLOGY APPLICABLE TO THE SUBJECT

For the purposes of this analysis we have utilized the sales comparison approach The other

methodologies are used primarily when comparable land sales data is non-existent Therefore these

approaches have not been used
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LAND VALUE

Due to the fact that numerous prolects in Suburban Maryland are on-hold with no discernable

timeline many developers are going back to the drawing boards mitigating costs and subsequently

downsizing density As evidence out of thirty-two retail prolects planned for Suburban Maryland only

six have an estimated date of completion per Quarter 2009 REIS Also many market participants

are purchasing fully entitled commercial land well aware that densities of today do not translate into

viable prolects several
years

from now

Based upon these factors we have relied on price per square foot of land as unit of comparison for

the sublect property

The following map and table summarize the comparable data used in the valuation of the sublect site

detailed description of each transaction is included in the addenda
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Subject 5201 Park Heights Avenue

Baltimore Mayland

Transaction amount adjusted for cash equivalency and/or development cosb where applicable

Compiled by CBRE

The safes utilized represent the best data available for comparison with the sublect property They

were selected from our research of comparable land sales within the greater Metropolitan Washington

area Like the sublect most of these parcels were up-zoned and slated for mixed-use which is no

longer financially feasible due to the recession In addition many market participants stated that the

ultimate FAR the market will accept in two to three
years is unknown hence back to basics price

per square foot is the most reasonable and reliable unit of comparison

DISCUSSION/ANALYSIS OF LAND SALES

Land Sale One

This comparable represents 80 net acres at Coca Cola Drive and Corporate Center Drive in Hanover

Maryland The site has an irregular shape with generally level topography and exhibits the following

frontage Coca Cola Drive and Corporate Center Drive At the time of the sole the property was

vacant land The site was zoned M-2 however the buyer had applied for rezoning to TOD transit

oriented development which would allow for mixed use development including office retail and

residential due to its proximity to the MARC station No utilities were available to the site The

property sold in March 2010 for $1 8000000 or $5.1 per square foot $225000 per acre

The site was generally similar in terms of size shape and development potential The comparable

required downward adjustments for location given the subjects anticipated decline in population

and households coupled with low income profile high crime rate and high unemployment rate versus

the comparables statistics which include median income of $1 00000 versus the subjects $45000

Overall this comparable was superior to the subject and an upward adjustment was required

51

SUMMARY OF COMPARABLE LAND SALES

Transaction Actual Sale Adjusted Sale Size Puce Per Price

No Properly Location Type Date Proposed Use Pnce
Price Acres Aae Per SF

Coca cola Drive Corporate Sale Mar.1 Miued use $18000000 $1 800OXtO 80.00 $225000 $5.17

Center Drive Hanover MD

NWC Routes 30 15 Contract Nov-09 Shopping Center $15606800 S156060 70.94 $220000 $5.05

Gettysburg PA

Myrtle Ave at Red Clay Rd Sale Oct-09 Mixeduse $4500000 $45000 19.95 $225564 $5.18

Lourd MO

8787 Snouffer School Road Sale Oct-09 Commercial $46496400 $46496400 127.40 $364964 $8.38

Gaithersburg MD

41 North School Lane Contract Oct-09 Miued Use $11000000 $11 0000 44.31 $248251 $5.70

Hilltown Sauderton PA

--- --- Mixed Use --- -- 128.08
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Land Sale Two

This comparable represents 70.94 acres at the intersection of Routes 30 and 15 in Gettysburg

Pennsylvania The site has an irregular shape with generally level topography and exhibits the

following frontage Route 30 and Route At the time of the sale the property was vacant land The

site is zoned EC-1 Economic Development and the proposed use is for regional shopping center

called Gettysburg Crossing All utilities were available to the site The property was place under

contract in January 2008 for $15606800 or $5.05 per square foot $220000 per acre The

buyer is currently seeking approvals for 540000 square foot shopping center including Wal-Mart

Supercenter and BJs Wholesale Club

This contract was signed in early 2008 and was adjusted downward for declining market conditions

The site was generally similar in terms of shape and development potential Many market participants

stated that smaller projects would be more marketable and financeable in this current recession

However this is somewhat tempered by the significant utility and ease of development given 28 acre

tract subject slated for mixed-use Nonetheless downward adjustment was made The comparable

required downward adjustments for location given the sublects anticipated decline in population

and households coupled with low income profile high crime rate and high unemployment rate

Overall this comparable was superior to the sublect and downward net adjustment was required

Land Sale Three

This comparable represents 57.2 gross and 9.95 net acres at Myrtle Ave at Red Clay Road in Laurel

Maryland The site has an irregular shape with generally level topography At the time of the sale the

property was vacant The site is zoned Wi however they buyer had applied for rezoning for mixed

use development to be called Arundel Gateway To street utilities were available to the site The

property sold in October 2009 for $4500000 or $5.18 per usable square foot $225564 per

acre This site represents the final two parcels in 250-acre assemblage for the development of

30000 square feet of retail 300000 square feet of office and 600 residential units

Many market participants stated that smaller projects would be more marketable and financeable in

this current recession However this is somewhat tempered by the significant utility
and ease of

development given 128 acre tract subject slated for mixed-use Nonetheless downward

adjustment was made The site was generally similar in terms of shape and development potential

while superior in terms of location due to stronger demographic profile including median incomes of

$60000 versus the sublects $45000 downward adlustment was made Overall this comparable

was superior to the subject and downward net adlustment was required
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Land Sale Four

This comparable represents 27.4 acres at 8787 Snouffer School Road in Gaithersburg Maryland

The site has an irregular shape with generally level topography At the time of the sale the
property

was vacant The site is zoned 1-4 and the proposed use is for commercial development No utilities

were available to the site The property sold in October 2009 after being under contract since mid-

2008 for $46496400 or $8.38 per square foot $364964 per acre This 1-4 site also referred to

as the Webb Tract and Airpark North was approved in 2004 for .2 million FAR of industrial

research and development and commercial uses

This sale was negotiated in early 2009 and was adjusted down for declining market conditions The

site was generally similar in terms of shape and size while this sites location in Montgomery County is

superior to the City of Baltimore in terms of proximity to employment centers transportation and

general demographic profiles with median incomes at $100000 downward adjustment was

required The site has been approved for the development of .2 million square feet of commercial

space Due to its completed entitlement process downward adlustment was made Overall this

comparable was superior to the subject and downward net adjustment was required

Land Sale Five

This comparable represents 44.31 acres at 41 North School Lane in Hilltown Pennsylvania The site

has an irregular shape with generally level topography At the time of the sale the
property was

improved with high school The site is zoned R-2 and C-i and the proposed use is for

redevelopment to retail office and residential use All utilities were available to the site The property

was placed under contract in October 2009 for $11000000 or $5.70 per square foot $248251

per acre This transaction represents contract of sale to acquire separate parcels located in both

Bucks and Montgomery Counties near Route 309 Route ii and County Line Rood The planned

development Souder Hill Towne Centre will include 224000 square feet of retail space and

26000 square feet of offices townhome and condominiums atop retail uses and is expected to

break ground in the Fall of 201

This contract represents an assemblage of nine parcels and was adlusted downward for conditions of

sale Many market participants stated that smaller projects would be more marketable and

financeable in this current recession However this is somewhat tempered by the significant utility and

ease of development given 28 acre tract subject slated for mixed-use Nonetheless downward

adjustment was made The site was generally similar in terms of shape and development potential

while superior in terms of location due to stronger demographic profile including median incomes of

$60000 versus the subjects $45000 downward adjustment was made Overall this comparable

was superior to the subject and downward net adjustment was required
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SUMMARY OF ADJUSTMENTS

Based on our comparative analysis the following chart summarizes the adlustments warranted to each

comparable

LAND SALES ADJUSTMENT GRID

comparable Number Subject

Transaction Type Sale Contrct Sale Sale Contract

Transaction Date Mar-10 Nov-09 Oct-09 Oct-09 Oct-09

Praposed Use Mixed use Shopping Mixed lee Commercial Mixed Use Mxed Use

Center

Actual Sale Pnce $18000000 $15606800 $4500000 $46496400 $11000000

Mjusted Sale Price $18000000 $15606800 $4500000 $46496400 $11000000

Size Acres 80.00 70.94 19.95 127.40 44.31 128.08

Size SF 3484800 3090146 869022 5549544 1930144 5579346

Price PSF $5.17 $5.05 $5.18 $8.38 $5.70

Property Rhts Conveyed 0% 0% 0% 0% 0%

Financing Terms1 0% 0% 0% 0% 0%

Conditions of Sale 0% 0% 0% 0% -10%

Market Conditions Time 0% -15% 0% -5% 0%

Subtotal $5.17 $4.29 $5.18 $7.96 $5.13

Size -15% -15% -25% 0% -20%

Shape 0% 0% 0% 0% 0%

Frontage 0% 0% 0% 0% 0%

Topography 0% 0% 0% 0% 0%

Location -25% -10% -15% -30% -15%

Zoning/Density 0% 0% 0% -25% 0%

Utilities 0% 0% 0% 0% 0%

Highest Best Use 0% 0% 0% 0% 0%

Tatal Other Mjustments -40% -25% -40% -55% -35%

Value Indication for Subject $3.10 $3.22 $3.11 $3.58 $3.33

Transaction amount adjusted for cash equivalency and/or development costs lvrtere applicablel

compiled by CBRE

CONCLUSION

Based upon the preceding analysis all of the comparables were deemed adequately representative of

the sublect site however Comparable and were given greatest emphasis in our analysis

requiring the least amount of net adjustments Overall price per acre indication near the middle

portion of the adjusted range is considered most appropriate for the subject The following chart

presents the valuation conclusion
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Indicated Value

Compiled by CBRE

CONCLUDED LAND VALUE

For the purposes of this analysis we specifically assume that the entire subject land area is usable

and that all of the subjects parcels fall under the B-3 zoning ordinance and are free of environmental

issues

Sinai Hospital of Baltimore recently made an offer to acquire 7.8 acres of the subject site for $2.2

million or $2.84 per square foot which is slightly below our value estimate
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PSF Subject SF Total

$3.15 5579346.39 $17574941

$3.30 5579346.39 $18411843

$18000000
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RECONCILIATION OF VALUE

In the sales comparison approach the sublect is compared to similar properties that have been sold

recently or for which listing prices or offers are known The sales used in this analysis are considered

comparable to the sublect and the required adjustments were based on reasonable and well-

supported rationale In addition market participants are currently analyzing purchase prices on

investment properties as they relate to available substitutes in the market Therefore the sales

comparison approach is considered to provide reliable value indication

Based on the foregoing the market value of the sublect has been concluded as follows

MARKET VALUE CONCLUSION

Appraisal Premise Intere Appraised Date of Value Value Conclusion

As Is- Land Only Fee Simple Estate Ji.y21201O $18000000

Compiled by CBRE
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PIMLICO RACETRACK ASSUMPTIONS AND LIMITING CONDITIONS

ASSUMPTIONS AND LIMITING CONDITIONS

Unless otherwise specifically noted in the body of the report it is assumed that title to the property or properties

appraised is clear and marketable and that there are no recorded or unrecorded matters or exceptions to title that

would adversely affect marketability or value CBRE is not aware of any title defects nor has it been advised of any
unless such is specifically noted in the report CBRE however has not examined title and makes no representations

relative to the condition thereof Documents dealing with liens encumbrances easements deed restrictions clouds

and other conditions that may affect the quality of title have not been reviewed Insurance against financial loss

resulting in claims that may arise out of defects in the subjects title should be sought from qualified title company that

issues or insures title to real property

Unless otherwise specifically noted in the body of this report it is assumed that the
existing improvements on the

property or properties being appraised are structurally sound seismically safe and code conforming that all building

systems mechanical/electrical HVAC elevator plumbing etc are in good working order with no major deferred

maintenance or repair required that the roof and exterior are in good condition and free from intrusion by the

elements that the property or properties have been engineered in such manner that the improvements as currently

constituted conform to all applicable local state and federal building codes and ordinances CBRE professionals are

not engineers and are not competent to judge matters of an engineering nature CBRE has not retained independent

structural mechanical electrical or civil engineers in connection with this appraisal and therefore makes no

representations relative to the condition of improvements Unless otherwise specifically noted in the body of the report

no problems were brought to the attention of CBRE by ownership or management CBRE inspected less than 100% of

the entire interior and exterior portions of the improvements and CBRE was not furnished any engineering studies by the

owners or by the party requesting this appraisal If questions in these areas ore critical to the decision process of the

reader the advice of competent engineering consultants should be obtained and relied upon It is specifically assumed

that any knowledgeable and prudent purchaser would as precondition to closing sale obtain satisfactory

engineering report relative to the structural integrity of the property and the integrity of building systems Structural

problems and/or building system problems may not be visually detectable If engineering consultants retained should

report negative factors of material nature or if such ore later discovered relative to the condition of improvements

such information could have substantial negative impact on the conclusions reported in this appraisal Accordingly if

negative findings are reported by engineering consultants CBRE reserves the
right to amend the appraisal conclusions

reported herein

Unless otherwise stated in this report the existence of hazardous material which may or may not be present on the

property was not observed by the appraisers CBRE has no knowledge of the existence of such materials on or in the

property CBRE however is not qualified to detect such substances The presence of substances such as asbestos

urea formaldehyde foam insulation contaminated groundwater or other potentially hazardous materials may affect the

value of the property The value estimate is predicated on the assumption that there is no such material on or in the

property that would cause loss in value No responsibility is assumed for any such conditions or for any expertise or

engineering knowledge required to discover them The client is urged to retain an expert in this field if desired

We have inspected as thoroughly as possible by observation the land however it was impossible to personally inspect

conditions beneath the soil Therefore no representation is made as to these matters unless specifically considered in

the appraisal

All furnishings equipment and business operations except as specifically stated and typically considered as part of real

property have been disregarded with only real property being considered in the report unless otherwise stated Any

existing or proposed improvements on or off-site as well as any alterations or repairs considered are assumed to be

completed in workmanlike manner according to standard practices based upon the information submitted to CBRE

This report may be subject to amendment upon re-inspection of the subject subsequent to repairs modifications

alterations and completed new construction Any estimate of Market Value is as of the date indicated based upon the

information conditions and projected levels of operation

It is assumed that all factual data furnished by the client property owner owners representative or persons designated

by the client or owner to supply said data are accurate and correct unless otherwise
specifically noted in the appraisal

report Unless otherwise specifically noted in the appraisal report CBRE has no reason to believe that any of the data

furnished contain any material error Information and data referred to in this paragraph include without being limited

to numerical street addresses lot and block numbers Assessors Parcel Numbers land dimensions square footage

area of the land dimensions of the improvements gross building areas net rentable areas usable areas unit count

room count rent schedules income data historical operating expenses budgets and related data Any material error

in any of the above data could have substantial impact on the conclusions reported Thus CBRE reserves the right to

amend conclusions reported if made aware of any such error Accordingly the client-addressee should carefully review
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PIMLICO RACETRACK ASSUMPTIONS AND LIMITING CONDITIONS

all assumptions data relevant calculations and conclusions within 30 days after the date of delivery of this report and

should immediately notify CBRE of any questions or errors

The date of value to which any of the conclusions and opinions expressed in this report apply is set forth in the Letter of

Transmittal Further that the dollar amount of any value opinion herein rendered is based upon the purchasing power

of the American Dollar on that date This appraisal is based on market conditions existing as of the date of this

appraisal Under the terms of the engagement we will have no obligation to revise this report to reflect events or

conditions which occur subsequent to the date of the appraisal However CBRE will be available to discuss the

necessity for revision resulting from changes in economic or market factors affecting the subject

CBRE assumes no private deed restrictions limiting the use of the subject in any way

Unless otherwise noted in the body of the report it is assumed that there are no mineral deposit or subsurface rights of

value involved in this appraisal whether they be gas liquid or solid Nor are the
rights

associated with extraction or

exploration of such elements considered unless otherwise stated in this appraisal report Unless otherwise stated it is

also assumed that there are no air or development rights of value that may be transferred

CBRE is not aware of any contemplated public initiatives governmental development controls or rent controls that

would significantly affect the value of the subject

The estimate of Market Value which may be defined within the body of this report is subject to change with market

fluctuations over time Market value is highly related to exposure time promotion effort terms motivation and

conclusions surrounding the offering The value estimates consider the productivity and relative attractiveness of the

property both physically and economically on the open market

11 Any cash flows included in the analysis are forecasts of estimated future operating characteristics are predicated on the

information and assumptions contained within the report Any projections of income expenses and economic

conditions utilized in this report are not predictions of the future Rather they are estimates of current market

expectations of future income and expenses The achievement of the financiaj projections will be affected by fluctuating

economic conditions and is dependent upon other future occurrences that cannot be assured Actual results may vary

from the projections considered herein CBRE does not warrant these forecasts will occur Projections may be affected

by circumstances beyond the current realm of knowledge or control of CBRE

12 Unless specifically set forth in the body of the report nothing contained herein shall be construed to represent any direct

or indirect recommendation of CBRE to buy sell or hold the properties at the value stated Such decisions involve

substantial investment strategy questions and must be specifically addressed in consultation form

13 Also unless otherwise noted in the body of this report it is assumed that no changes in the present zoning ordinances or

regulations governing use density or shape are being considered The property is appraised assuming that all required

licenses certificates of occupancy consents or other legislative or administrative authority from any local state nor

national government or private entity or organization have been or can be obtained or renewed for any use on which

the value estimates contained in this report is based unless otherwise stated

14 This study may not be duplicated in whole or in part without the specific written consent of CBRE nor may this report or

copies hereof be transmitted to third parties without said consent which consent CBRE reserves the right to deny

Exempt from this restriction is duplication for the internal use of the client-addressee and/or transmission to attorneys

accountants or advisors of the client-addressee Also exempt from this restriction is transmission of the report to any

court governmental authority or regulatory agency having jurisdiction over the party/parties for whom this appraisal

was prepared provided that this report and/or its contents shall not be published in whole or in part in any public

document without the
express written consent of CBRE which consent CBRE reserves the right to deny Finally this

report shall not be advertised to the public or otherwise used to induce third party to purchase the property or to make

sale or offer for sale of any security as such terms are defined and used in the Securities Act of 1933 as

amended Any third party not covered by the exemptions herein who may possess this report is advised that they

should rely on their own independently secured advice for any decision in connection with this property CBRE shall

have no accountability or responsibility to any such third party

15 Any value estimate provided in the report applies to the entire property and any pro ration or division of the title into

fractional interests will invalidate the value estimate unless such pro ration or division of interests has been set forth in

the report

16 The distribution of the total valuation in this report between land and improvements applies only under the existing

program of utilization Component values for land and/or buildings are not intended to be used in conjunction with

any
other property or appraisal and are invalid if so used
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The maps plots sketches graphs photographs and exhibits included in this report ore for illustration purposes only and

ore to be utilized only to ossist in visualizing matters discussed within this report Except as specifically stated data

relative to size or area of the subject and comparable properties has been obtained from sources deemed accurate and

reliable None of the exhibits are to be removed reproduced or used apart from this report

No opinion is intended to be expressed on matters which may require legal expertise or specialized investigation or

knowledge beyond that customarily employed by real estate appraisers Values and opinions expressed presume that

environmental and other governmental restrictions/conditions by applicable agencies have been met including but not

limited to seismic hazards flight patterns decibel levels/noise envelopes fire hazards hillside ordinances density

allowable uses building codes permits licenses etc No survey engineering study or architectural analysis has been

made known to CBRE unless otherwise stated within the body of this report If the Consultant has not been supplied

with termite inspection survey or occupancy permit no responsibility or representation is assumed or made for
any

costs associated with obtaining same or for any deficiencies discovered before or after they are obtained No

representation or warranty is made concerning obtaining these items CBRE assumes no responsibility for any costs or

consequences arising due to the need or the lack of need for flood hazard insurance An agent for the Federal Flood

Insurance Program should be contacted to determine the actual need for Flood Hazard Insurance

Acceptance and/or use of this report constitutes full acceptance of the Contingent and Limiting Conditions and special

assumptions set forth in this report It is the responsibility of the Client or clients designees to read in full comprehend
and thus become aware of the aforementioned contingencies and limiting conditions Neither the Appraiser nor CBRE

assumes responsibility for any situation arising out of the Clients failure to become familiar with and understand the

same The Client is advised to retoin experts in areas that Tall outside the scope of the real estate appraisal/consulting

profession if so desired

20 CBRE assumes that the subject analyzed herein will be under prudent and competent management and ownership
neither inefficient or super-efficient

21 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

22 No survey of the boundaries of the property was undertaken All areas and dimensions furnished are presumed to be

correct It is further assumed that no encroachments to the realty exist

23 The Americans with Disabilities Act ADA become effective January 26 1992 Notwithstanding any discussion of

possible readily achievable barrier removal construction items in this report CBRE has not made specific compliance

survey and analysis of this property to determine whether it is in conformance with the various detailed requirements of

the ADA It is passible that compliance survey of the property together with 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 ADA If so this

fact could have negative effect on the value estimated herein Since CBRE has no specific information relating to this

issue nor is CBRE qualified to make such an assessment the effect of any possible non-compliance with the

requirements of the ADA was not considered in estimating the value of the subject

24 Client shall not indemnify Appraiser or hold Appraiser harmless unless and only to the extent that the Client

misrepresents distorts or provides incomplete or inaccurate appraisal results to others which acts of the Client

proximately result in damage to Appraiser The Client shall indemnify and hold Appraiser harmless from any claims

expenses judgments or other items or casts arising as result of the Clients failure or the failure of any of the Clients

agents to provide complete copy of the appraisal report to any third party In the event of
any litigation between the

parties the prevailing party to such litigation shall be entitled to recover from the other reasonable attorney fees and

costs

25 The report is for the sole use of the client however client may provide only complete final copies of the appraisal

report in its
entirety but not component parts to third parties who shall review such reports in connection with loan

underwriting or securitization efforts Appraiser is not required to explain or testify as to appraisal results other than to

respond to the client far routine and customary questions Please note that our consent to allow an appraisal report

prepared by CBRE or portions of such report to become part of or be referenced in any public offering the granting of

such consent will be at our sole discretion and if given will be on condition that we will be provided with an
Indemnification Agreement and/or Non-Reliance letter in form and content satisfactory to us by party satisfactory to

us We do consent to your submission of the reports to rating agencies loan participants or your auditors in its
entirety

but not component parts without the need to provide us with an Indemnification Agreement and/or Non-Reliance

letter

26 As part of the clients requested scope of work an estimate of insurable value is provided herein CBRE has followed

traditional appraisal standards to develop reasonable calculation based upon industry practices and industry accepted

publications such as the Marshal Valuation Service handbook The methodology employed is derivation of the cost
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approach which is primarily used as an academic exercise to help support the market value estimate and therefore is

not reliable for Insurable Value estimates Actual construction costs and related estimates can vary greatly from this

estimate

This analysis should not be relied upon to determine proper insurance coverage which can only be properly estimated

by consultants considered experts in cost estimation and insurance underwriting It is provided to aid the

client/reader/user as part of their overall decision making process and no representations or warranties are made by

CBRE regarding the accuracy of this estimate and it is strongly recommend that other sources be utilized to develop any

estimate of insurable value
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assessed value Assessed value applies in ad valorem

taxation and refers to the value of property according

to the tax rolls Assessed value may not conform to

market value but it is usually calculated in relation to

market value base

cash equivalency The procedure in which the sale

prices of comparable properties sold with atypical

financing are adjusted to reflect typical market terms

contract rent The actual rental income specified in

lease

effective rent The rental rate net of financial

concessions such as periods of no rent during the lease

term may be calculated on discounted basis

reflecting the time value of money or on simple

straight-line basis

excess land In regard to an improved site the land not

needed to serve or support the existing improvement

In regard to vacant site or site considered as

though vacant the land no needed to accommodate

the sites primary highest and best use Such land may
be separated from the larger site and hove its own

highest and best use or it may allow for future

expansion of the existing or anticipated improvement

See a/so surplus land

extraordinary assumption An assumption directly

related to specific assignment which if found to be

false could alter the appraisers opinions or

conclusions Extraordinary assumptions presume as

fact otherwise uncertain information about physical

legal or economic characteristics of the subject

property or about conditions external to the property

such as market conditions or trends or about the

integrity of data used in an analysis See also

hypothetical condition

fee simple estate 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

floor area ratio FAR The relationship between the

above-ground floor area of building as described by

the building code and the area of the plot on which it

stands in planning and zoning often expressed as

decimal e.g ratio of 2.0 indicates that the

permissible floor area of building is twice the total

land area also called building-to-land ratio

full service lease lease in which rent covers all

operating expenses Typically full service leases are

combined with an expense stop the expense level

covered by the contract lease payment Increases in

expenses above the expense stop level are passed

through to the tenant and are known as expense pass

throughs

going concern value Going concern value is the

value of proven property operation It includes the

incremental value associated with the business concern

which is distinct from the value of the real estate only

Going concern value includes an intangible

enhancement of the value of an operating business

enterprise which is produced by the assemblage of the

land building labor equipment and marketing

operation This process creates an economically viable

business that is expected to continue Going concern

value refers to the total value of property including

both real property and intangible personal property

aifributed to the business value

gross building area GBA The total floor area of

building including below-grade space but excluding

unenclosed areas measured from the exterior of the

walls Gross building area far office buildings is

computed by measuring to the outside finished surface

of permanent outer building walls without any

deductions All enclosed floors of the building

including basements mechanical equipment floors

penthouses and the like are included in the

measurement Parking spaces and parking garages

are excluded

hypothetical condition That which is contrary to

what exists but is supposed for the purpose of analysis

Hypothetical conditions assume conditions contrary to

known facts about physical legal or economic

characteristics of the subject property or about

conditions external to the property such as market

conditions or trends or about the
integrity

of data used

in an analysis See a/so extraordinary assumption

insurable value Insurable Value is based on the

replacement and/or reproduction cost of physical items

that are subject to loss from hazards Insurable value is

that portion of the value of an asset or asset group that

is acknowledged or recognized under the provisions of

an applicable loss insurance policy This value is often

controlled by state law and varies from state to state

investment value Investment value is the value of an

investment to particular investor based on his or her

investment requirements In contrast to market value

investment value is value to an individual not value in

the marketplace Investment value reflects the

subjective relationship between particular investor

and given investment When measured in dollars

investment value is the price an investor would pay for

an investment in light of its perceived capacity to satisfy

his or her desires needs or investment goals To

estimate investment value specific investment criteria

must be known Criteria to evaluate real estate
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investment are not necessarily set down by the

individual investor they may be established by an

expert on real estate and ifs value that is an appraiser

leased fee

See leased fee estate

leased fee estate An ownership interest held by

landlord with the right of use and occupancy conveyed

by lease to others The rights of the lessor the leased

fee owner and the leased fee are specified by contract

terms contained within the Iease.t

leasehold

See leasehold estate

leasehold estate The interest held by the lessee the

tenant or renter through lease conveying the rights of

use and occupancy for stated term under certain

conditions

market rent The most probable rent that property

should bring in competitive and
open market

reflecting
all conditions and restrictions of the specified

lease agreement including term rental adjustment and

revaluation permitted uses use restrictions and

expense obligations

market value Market value is one of the central

concepts of the appraisal practice Market value is

differentiated from other types of value in that is

created by the collective patterns of the market Market

value means the most probable price which property

should bring in competitive and open market under

all conditions requisite to fair sale the buyer and

seller each acting prudently and knowledgeably and

assuming the price is not affected by undue stimulus

Implicit in this definition is the consummation of sale

as of specified date and the passing of title from

seller to buyer under conditions whereby

reasonable time is allowed for exposure in the open

market Both parties are well informed or well

advised and acting in what they consider their own

best interests Buyer and seller are typically

motivated Payment is made in terms of cash in U.S

dollars or in terms of financial arrangements

comparable thereto and The price represents the

normal consideration for the property sold unaffected

by special or creative financing or sales concessions

granted by anyone associated with the sale.t

marketing period The time it takes an interest in real

property to sell on the market subsequent to the date of

an appraisal

net lease Lease in which all or some of the operating

expenses are paid directly by the tenant The landlord

never takes possession of the expense payment In

Triple Net Lease all operating expenses are the

responsibility of the tenant including property taxes

insurance interior maintenance and other

miscellaneous expenses However management fees

and exterior maintenance are often the responsibility of

the lessor in triple net lease modified net lease is

one in which some expenses are paid separately by the

tenant and some are included in the rent

net rentable area NRA The area on which rent

is computed The Rentable Area of floor shall be

computed by measuring to the inside finished surface of

the dominant portion of the permanent outer building

walls excluding any major vertical penetrations of the

floor No deductions shall be made for columns and

projections necessary to the building Include space

such as mechanical room janitorial room restrooms

and lobby of the floor

occupancy rate The relationship or ratio between the

income received from the rented units in property and

the income that would be received if all the units were

occupied

prospective value opinion forecast of the value

expected at specified future date prospective

value opinion is most frequently sought in connection

with real estate projects that are proposed under

construction or under conversion to new us or those

that have not achieved sellout or stabilized level of

long-term occupancy at the time the appraisal report is

written

reasonable exposure time The estimated length of

time the property interest being appraised would have

been offered on the market prior to the hypothetical

consummation of sale at market value an the

effective date of the appraisal retrospective opinion

based upon an analysis of past events assuming

competitive and open market tt

rent

See

full service lease

net lease

market rent

contract coupon face or nominal rent

effective rent

shell rent The typical rent paid for retail office or

industrial tenant space based on minimal shell

interior finishes called plain vanilla finish in some

areas Usually the landlord delivers the main building

shell
space or some minimum level of interior build

out and the tenant completes the interior finish which

con include wall ceiling and floor finishes mechanical

systems interior electric and plumbing Typically these
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are long-term leases with tenants paying all or most

property expenses

surplus land Land not necessary to support the highest

and best use of the existing improvement but because

of physical limitations building placement or

neighborhood norms cannot be sold off separately

Such land may or may not contribute positively to value

and may or may not accommodate future expansion of

on existing or anticipated improvement See also

excess land

usable area The area actually used by individual

tenants The Usable Area of an office building is

computed by measuring to the finished surface of the

office side of corridor and other permanent walls to

the center of
partitions

that separate the office from

adjoining usable areas and to the inside finished

surface of the dominant portion of the permanent outer

building walls Excludes areas such as mechanical

rooms janitorial room restrooms lobby and any

major vertical penetrations of multi-tenant floor

use value Use value is concept based on the

productivity of an economic good Use value is the

value specific property has for specific use Use

value focuses on the value the real estate contributes to

the enterprise of which it is part without regard to the

propertys highest and best use or the monetary

amount that might be realized upon its sale

value indication An opinion of value derived through

application of the appraisal process

The Appraisal of Real Estate Twelfth Edition Appraisal

Institute 2001

The Dictionary of Real Estate Appraisal Fourth Edition

Appraisal Institute 2002

Office of Comptroller of the Currency 0CC 12 CFR Part

34 Subpart Appraisals 34.42 Office of Thrift

Supervision OTS 12 CFR 564.2
ApraisaI

Institute

The Dictionary of Real Estate Appraisal 45 ed Chicago

Appraisal Institute 2002 177-178 This is also compatible

with the RTC FDIC FRS and NCUA definitions of market

value as well as the example referenced in the Uniform

Standards of Professional Appraisal Practice USPAP

2000 BOMA Experience Exchange Report

Income/Expense Analysis for Office Buildings Building

Owners and Managers Association 2000

Statement on Appraisal Standard No Appraisal

Standards Board of The Appraisal Foundation September

16 1993 revised June 15 2004
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Coca Cola Drive Corporate Center Drive

PLANNED DEVELOPMENT LAND SALE No

Use At Sale

Proposed Use or Dev

Price Per Acre

Price Per SF of Land

Price Per Unit

Price Per SF of Bldg

Comments

Sale Data

Transaction Type

Date

Marketing Time

Grantor

Grantee

Document No
Sale Price

Financing

Cash Eq.Price

Onsite/Offsite Costs

Adj Sale Price

Verification

Sale

3/2010

N/A

Mid Atlantic Coca The/Cola

Kellogg CCP LLC

12352/479

$18000000

Not Available

$18000000

$0

$18000000

Buyer Public Record

This comparable represents the sale of 122 acres of raw industrial land 80 acres of which is usable The site is located along Coca
Cola Drive and Corporate Center Drive in Hanover Maryland The site is zoned M-2 which does not include FAR specifications

The buyers have applied for zoning change to TOD which is transit oriented zone but would not disdose their development

plans Under the current M-2 zoning comparable industrial developments in the area are typically around 0.3 FAR We are aware

of site plan completed for this site by potential buyer that indicated 0.366 FAR Estimating 3.0 FAR on the 80 usable acres of

this site would allow for the development of 1161600 square feet of building area Based on these assumptions the site traded for

$15.50 per square foot of building area

CBAE
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Location Data

Location Coca Cola Drive Corporate Center

HanoverMD 21076

County Howard

Assessors Parcel No 01-21 5507 01-21 5582

Atlas Ref N/A

Physical Data

Type Planned Development

Land Area Gross Usable

Acres 122.0000 80.0000

Square Feet 5314320 3484800

Topography Generally Level

Shape Irregular

Utilities None

Zoning M-2

Allowable Bldg Area 1161600
Floor Area Ratio 0.22

No of units N/A

Max FAR N/A

Frontage Coca Cola Drive Corporate Center

Drive

Analysis

Vacant land

Mixed use

$225000

$5.17

N/A

$15.50



RETAIL/COMMERCIAL LAND SALE No.2

Gettysburg Crossing Site

Sale Data

Transaction Type

Date

Marketing Time

Grantor

Grantee

Document No
Sale Price

Financing

Cash Eq.Price

Onsite/Offsite Costs

Adj Sale Price

Verification

Contract

11/2009

N/A

Erian Investment Co

Faison Inc

N/A

$15606800

Not Available

$15606800

$0

$15606800

Broker Buyer

Comments

This 70.94 acre site is located on the northwest corner of Routes 30 and 15 in Straban Township Adams County The site was

placed under contract in January 2008 The buyer is currently seeking approvals for 540000 square foot shopping center

including 206000 Wal-Mart Supercenter and BJs Wholesale Club According to the broker the site is under contract for just

bow the listing price of $225000 per acre The project is awaiting site plan approval The buyer appealed three site plan issues

and court decision was expected but not issued in October 2009 Two of the three are minor The main issue of appeal is that

the township only wants to approve one point of entry to the project which Faison states is insufficient for the size of the project

Faison is still pursuing site plan approval which has been stalled by what the broker calls an abuse of municipal power The
contract price may be re-negotiated depending on the outcome of the appeal

C8RE
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Location Data

Location NWC Routes 30 15

GettysburgPA

County Adams

Assessors Parcel No N/A

Atlas Ref N/A

Physical Data

Type Retail/Commercial

Land Area Gross Usable

Acres 70.9400 70.9400

Square Feet 3090146 3090146

Topography Generally Level

Shape Irregular

Utilities Available

Zoning EC-1 Economic Development

Allowable Bldg Area 540000

Floor Area Ratio 0.17

No of units N/A

Max FAR

Frontage Route 30 Route 15

Analysis

Use At Sale

Proposed Use or Dev

Price Per Acre

Price Per SF of Land

Price Per Unit

Price Per SF of Bldg

Vacant Land

Shopping Center

$220000

$5.05

N/A

$28.90



MIXED-USE LAND SALE No

Arundel Gateway Site

Use At Sale

Proposed Use or Dev

Price Per Acre

Price Per SF of Land

Price Per Unit

Price Per SF of Bldg

Comments

Sale Data

Transaction Type

Date

Marketing Time

Grantor

Grantee

Document No
Sale Price

Financing

Cash Eq.Price

Onsite/Offsite Costs

Adj Sale Price

Verification

Sale

10/2009

N/A

Laurel Property LLC

PR II Arundel Gateway Land LLC

21636-0214

$4500000

Not Available

$4500000

$0

$4500000

Buyer

This site represents the final parcels in 250 acre assemblage for the development of Arundel Gateway in Laurel MD The sale

represents two non-contiguous parcels sold by the same seller Parcel 43 included 37.25 acres but was environmental challenged

with streams and wetlands Parcel included nearly 20 acres of developable land The general development plan has been

approved but the site is awaiting re-zoning for the development of mixed use project to include 130000 sf of retail no big box

allowed 300000 sf of office and 1600 residential units over 2s townhomes and multifamily The original 193 acres was

acquired in 2008 The property was acquired by Greenberg Gibbons Commercial Corporation and Ribera Development

CBRE
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Location Data

Location Myrtle Ave at Red Clay Rd

LaurelMD 20724

County Anne Arundel

Assessors Parcel No 04-000-00001460

Atlas Ref N/A

Physical Data

Type Mixed-Use

Land Area Gross Usable

Acres 57.2000 19.9500

Square Feet 2491632 869022

Topography Generally Level

Shape Irregular

Utilities To street

Zoning WI

Allowable Bldg Area N/A

Floor Area Ratio N/A

No of units N/A

Max FAR

Frontage N/A

Analysis

Vacant

Mixed use

$225563

$5.18

N/A

N/A



PLANNED DEVELOPMENT LAND SALE No.4

Centerpart Site

Sale Data

Transaction Type

Date

Marketing Time

Grantor

Grantee

Document No
Sale Price

Financing

Cash Eq.Price

OnsitelOffsite Costs

Adj Sale Price

Verification

Sale

10/2009

months

Airpark North Miller and Smith

Montgomery County Government

381 22-0036

$46496400

Not Available

$46496400

$0

$46496400

Seller Public Record

This 1-4 site also referred to as the Webb Tract and Airpark North was approved in 2004 for 1.2 million FAR of industrial research

and development and commercial uses The project is located just north of Centerway Drive on Snouffer School Road adjacent to

the Montgomery County Arpark The project was under development for private commercial uses when Montgomery County

entered into contract in June 2009 for the purchase of the bulk of the site in order to further the County Executives Smart Growth

Initiative After receiving approval from the County Council the County moved forward to closing and is now in position to begin

the process of relocating existing facilities away from the Shady Grove Metro Station and the existing PSTA
facility

which will

facilitate future Transit Oriented Development The seller indicated that approximately $12 million will be required to finish the site

prior to vertical construction It was also indicated that private investor would be required to build road through the site This

would increase the site costs above the estimated $12 million but the county will not be required to build the road

CBRE
2010 CB Rh 00

Location Data

Location 8787 Snouffer School Road

GaithersburgMD 20879

County Montgomery

Assessors Parcel No Multiple

Atlas Ref N/A

Physical Data

Type Planned Development

Land Area Gross Usable

Acres 127.4000 127.4000

Square Feet 5549544 5549544

Topography Generally Level

Shape Irregular

Utilities None

Zoning 1-4

Allowable Bldg Area 1200000
Floor Area Ratio 0.22

No of units N/A

Max FAR

Frontage N/A

Analysis

Use At Sale

Proposed Use or Dev

Price Per Acre

Price Per SF of Land

Price Per Unit

Price Per SF of Bldg

Comments

Vacant

Commercial

$364963

$8.38

N/A

$38.75



RETAIL/COMMERCIAL LAND SALE No

Souder Hill Town Center

Use At Sale

Proposed Use or Dev

Price Per Acre

Price Per SF of Land

Price Per Unit

Price Per SF of Bldg

Comments

Former High School

Mixed Use

$248250

$5.70

N/A

$31.43

Sale Data

Transaction Type

Date

Marketing Time

Grantor

Grantee

Document No
Sale Price

Financing

Cash Eq.Price

Onsite/Offsite Costs

Adj Sale Price

Verification

Contract

10/2009

N/A

Souderton Area School District

Metro Development Company

N/A

$11000000

Cash to Seller

$11000000

$0

$11000000

Broker

This transaction represents contract of sale to acquire seperate parcels located in both Bucks and Montgomery Counties The

site is currently the site of the Souderton Area High Sthool The school will be demolished in order to make way for the 350000

square foot Souder Hill Towne Centre The development will encompass 224000 square feet of retail space and the balance

dedicated to townhouses offices and condominiums atop retail uses

CBAE
fr

Location Data

Location 41 North School Lane

Hilitown SoudertonPA

County Bucks Montgomery

Assessors Parcel No N/A

Atlas Ref N/A

Physical Data

Type Retail/Commercial

Land Area Gross Usable

Acres 44.3100 44.3100

Square Feet 1930144 1930144

Topography Generally Level

Shape Irregular

Utilities Available

Zoning R-2 C-I

Allowable Bldg Area 350000

Floor Area Ratio 0.18

No of units N/A

Max FAR

Frontage N/A

Analysis
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JERROLD HARVEY MAI MRICS CCIM

Managing Director

CB Richard Ellis Inc

8270 Greensboro Drive Suite 000

McLean Virginia 22102

Voice 703-734-4759
Fax 703-734-3012

E-Mail jerry.harvey@cbre.com

EDUCATIONAL

Bachelor in Business Administration Emory University Atlanta Georgia

Successfully completed all the necessary courses to qualify for the MAI and CCIM designation

Graduate course work at various institutions in real estate law commercial easing finance and

investment construction cost analysis and valuation of fractional interests

PROFESSIONAL

Designated Member Appraisal Institute MAI 8935 Current on Continuing Education

Member Royal Institute of Chartered Surveyors

Member Commercial Investment Real Estate Institute

Member Board of Directors Washington DC Chapter Appraisal Institute 2008-2010

Secretary Washington DC Chapter Appraisal Institute 2010

Former Member Local Appraisal Institute Chapter Admissions Committee

Former Member Regional Appraisal Institute Ethics and Counseling Panel

Qualified Expert Witness Superior Court of the District of Columbia

LICENSES/CERTIFICATIONS

Certified General Real Estate Appraiser District of Columbia 10016 expiration 2/28/12
Certified General Real Estate Appraiser State of Maryland 0086 expiration 2/25/1

Certified General RE Appraiser Commonwealth of Virginia 4001-001 321 exp 1/31/1

Certified General Real Estate Appraiser State of West Virginia 268 expiration 9/30/1

EXPERIENCE

Over twenty-five 25 years of Real Estate Appraisal Consulting and Brokerage experience

throughout the United States specializing in the Washington DC Baltimore Richmond and

Hampton Roads metropolitan areas

995 Present CB Richard Ellis Inc Valuation Advisory Services Washington D.C
987 994 Chase National Corporate Services Real Estate Washington D.C

1982 987 Chase Manhattan Bank N.A Real Estate New York New York

1981 1982 KDL Real Estate Company New York New York

Assignments span wide variety of properties and markets including office buildings community
retail centers regional malls industrial buildings residential and commercial subdivisions

apartment buildings and hotels

2OOC8RhdEII



QUALIFICATIONS OF

LINDA RUSHING MAI

Vice President

CB Richard Ellis Inc

Valuation and Advisory Services

8270 Greensboro Drive Suite 000

McLean Virginia 22102

Voice 703 734-4750

Fax 703-734-301

E-mail linda.rushing@cbre.com

EDUCATIONAL

Bachelor of Business Administration Finance

Radford University Radford Virginia

LICENSES/CERTIFICATIONS

Certified General Real Estate Appraiser Commonwealth of Virginia 4001 -009458 Exp 05/31/1

Certified General Real Estate Appraiser State of Maryland 29435 Exp 03/04/1

PROFESSIONAL

Member Appraisal Institute MAI 40241 Current on Continuing Education

Team Member of the CB Richard Ellis Medical Office Valuation Group
Demonstration Report Grader Panel Appraisal Institute 2010

EXPERI ENCE

Over fifteen
years in the real estate industry specializing in appraising commercial loan underwriting

asset management and property management accounting

2003 Present GB Richard Ellis Inc Valuation and Advisory Services-Washington D.C

998 2003 Grandbridge RE Capital formally Laureate Capital-Mobile AL

997 998 The Mitchell Company Inc Real Estate Developers-Mobile AL

994 997 Faison Associates Real Estate Brokerage/Management-Atlanta GA

Assignments span wide variety of properties and markets including office buildings industrial

properties datacenters medical office buildings automotive dealerships community retail centers

self storage facilities apartment buildings and land development
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APPRAISAL OF REAL PROPERTY

Laurel Park Land

3600 Laurel Fort Meade Road

Laurel Anne Arundel County MD 20724

IN SELFCONTAlNED APPRAISAL REPORT

As of July 15 2010

Prepared For

MI Developments Inc

455 Magna Drive

Aurora Ontano L4G 7A9
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epo en prepared in accordance with the Uniform Standards of Professional Apprasal

hod th ore of Profcssional Ethics and Standards of Professional Appraisal Praoticr of the

qrce tc Scope of Work md as outhned in the report we have developed an opinion tUat thr

cc Simple estate of the land area beneath the existing Laurel Park horse racing facility as if

land ar ivailable to be ci veloped to its highest and best use subject to the assumptions id

rr itior certif cation xtrsordinary assurr ptions and hypothetical onditions if ar and definitions
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MR ROCCO USCIO CUSHMAN WAKEFiELD OF WASHiNGTON DC NC
Mi DEVELOPMENTS iNC

JULY192010

PAGE

EXTRAORDNARY ASSUMPTONS

For definition of Extraordinary Assumptions please see the Glossary of Terms Definitions

he purpose of this appraisal is to estimate the market value of the fee simple interest of the land area beneath

the existing Laurel Park horse racing facility as if it were vacant land and available to be developed to its highest

and best use Accordingly it is an Extraordinary Assumption that the Laurel Park land will be approved

subdivided and can be developed with 750000 square feet of retail and 350 hotel rooms on Parcels Dl D2

with construction commencement within four to six years of the effective date of this appraisal and million

square feet of mixeduse on Parcels with construction commencement within six to ten years of the

of ective date of this appraisal Furthermore it is assumed that the removal of the racecourse and grandstand will

eliminate the need for structured parking as currently shown on the approved Sketch Plan Finally it is also

assumed that Parcel can be developed with 05 million square feet of mixeduse properties with construction

commencement within eight to twelve years

HYPOTHETCAL CONDTONS
For definition of Hypothetical Conditions please see the Glossary of Terms Definitions

There are no hypothetical conditions attached to this appraisal

ihis letter is invalid as an opinion of value if detached from the report which contains the text exhibits and

Addenda

Respectfully submitted

CUSHMAN WAKEFELD OF WASHINGTON DC tNC

Todd Canterbury MA
Senior Director

MD Certified General Appraiser

License No 10763

todd.canterburycushwake com

202 739-0386 Office Direct

202 223-8963 Fax
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LAUREL PARK LAND EXECUflVF SUMMARY

An appra sal provides current opinion of market value and assumes marketing period that has occurred over

the preceding twelve months We believe that very few market participants would acquire large parcel of land

wthout proper feasibility study and due diligence as the development risks are simply too great Since many of

the feasibility issues at the subject property remain uncertain its market value should reflect this nsk It should

also be noted that sale contract may very well be negotiated at price higher than our estimate of market value

ri involves lengthy feasibility period so as to minimize many of the currently uncertain development nsks

However such contract would not be current market value as it would involve future settlement under

different conditions than exist today

EXTRAORDNARY ASSUMPTONS
For definition of Extraordmary Assumptions please see the Glossary of Terms Definitions

The purpose of this appraisal to estimate the market value of the tee simple interest of the land area beneath

the existing Laurel Park horse racing facility as if it were vacant land and available to be developed to its highest

and best use Accordingly it is an Extraordinary Assumption that the Laurel Park land will be approved

subdivided and can be developed with 750000 square feet of retail and 350 hotel rooms on Parcels Dl D2

with construction commencement within four to six years of the effective date of this appraisal and L4 million

square feet of mxeduse on Parcels with construction commencement within six to ten years of the

effective date of this appraisal Furthermore it is assumed that the removal of the racecourse and grandstand will

elimnate the need for structured parking as currently shown on the approved Sketch Plan Finally it is also

assumed that Parcel can be developed with 105 million square feet of mixeduse properties with construction

commencement within eight to twelve years

HYPOTHETICAL CONDITIONS
For definition of Hypothetical Conditions please see the Glossary of Terms Definitions

There are no hypothetical conditions attached to this appraisal

VA UATION SERVICE
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LAURELPARKLAND INTRODUCTION

INTRODUCTION

SCOPE OF WORK
This appraisal presented in self-contained report has been prepared in accordance with the Uniform Standards

of Professional Appraisal Practice USPAP and the Code of Professional Ethics and Standards of Professional

Appraisal Practice of the Appraisal Institute

Cushman Wakefield of Washington D.C Inc has an internal Quality Control Oversight Program This Program

mandates second read of all appraisals Assignments prepared and signed solely by designated members

MAIs are read by another MAI who is not participating in the assignment Assignments prepared in whole or in

part by non-designated appraisers require MAI participation Quality Control Oversight and signature For this

assignment Quality Control Oversight was provided by Neal Eaton MAI

The scope of this appraisal required collecting primary and secondary data relevant to the subject property We

investigated numerous vacant land and considered the input of buyers sellers brokers property developers and

public officials We made physical inspection of the subject property We also investigated the general regional

economy as well as the specifics of the subject propertys local area

The data have been thoroughly analyzed and confirmed with sources believed to be reliable leading to the value

conclusions in this report The valuation process used generally accepted market-derived methods and

procedures appropriate to the assignment

This appraisal employs the Sales Comparison Approach accompanied by and discounted cash flow analysis of

the land development process Based on our analysis and knowledge of the subject property type and relevant

investor profiles it is our opinion that this approach would be considered necessary and applicable for market

participants Typical purchasers do not generally rely on the Cost Approach when purchasing property such as

the subject of this report Furthermore because the subject property is specialized land use it is not typically

marketed purchased or sold on the basis of anticipated lease-income Therefore we have not employed the Cost

Approach or the Income Capitalization Approach to develop an opinion of market value

VALUATION SERVICES



LAUREL PARK LAND INTRODUCTION

IDENTIFICATION OF PROPERTY

Common Property Name Laurel Park Land

Location 3600 Laurel Fort Meade Road

Laurel Anne Arundel County MD 20724

Assessors Parcel The subject property represents Maryland tax account number 04-000-

Number 03593300 This parcel is also identified as Anne Arundel County Tax Map

19 Parcel 86 and consists of total of 287.23 acres according to county

data The entire Laurel Park facility is located on this single Anne Arundel

County tax parcel

Legal Description The legal description of the subject property consists of metes and

bounds description of the entire site Hence the assessors parcel number

is the best identification source

rough sketch is included in the Site Description section of the report that

shows the site divided into future development phases which we refer to

has Parcels and

PROPERTY OWNERSHIP AND RECENT HISTORY

Current Ownership According to the Maryland Department of Assessments and Taxation the

current owner is Laurel Racing Association LP

Sale History To the best of our knowledge the property has not transferred within the

past three years

Current Disposition In March 2009 Magna Entertainment filed for Chapter 11 bankruptcy

protection It is our understanding that Magna Entertainment is the parent

company of Laurel Racing Association LP Along with Pimlico Race Course

in Baltimore Laurel Park was scheduled for several public auctions in late-

2009 and early-2010 According to press releases in late-March 2010 an

agreement was reached that would allow MI Development to obtain

ownership of the two properties As Ml Development is the parent company

of Magna Entertainment approval of this transfer is contingent on approval

from the bankruptcy court Financial figures relating solely to Laurel Park

were not available for use in this appraisal

VALUATION SERVICES



LAUREL PARK LAND INTRODUCTION

DATES OF INSPECTION AND VALUATION

Date of Valuation July 15 2010

Date of Inspection July 15 2010

Property inspection was Todd Canterbury MAI

performed by

INTENDED USE AND USERS OF THE APPRAISAL

Intended Use This appraisal is intended to provide an opinion of the Market Value of the

Fee Simple estate of the land area beneath the existing Laurel Park horse

racing facility as if it were vacant land and available to be developed to its

highest and best use This report is not intended for any other use

Intended User This appraisal report was prepared for the use of the Client Ml

Developments Inc as well as its auditors EY Additionally the appraisal

will be filed with securities regulators as part of the Clients public filings

The appraisal may not be distributed to or relied upon by any other

persons or entities

Land value is entirely contingent upon its potential use and the appraisal of large parcel of land can be

problematic for number of reasons As the potential use of site is often uncertain land is often contracted for

on contingent basis with settlement only occurring once the various issues have been studied As an example

some of these issues can include zoning conformance the potential development density yield potential site

development costs concessions or contributions to local jurisdictions neighborhood opposition topography soil

quality stormwater management issues environmental impact market demand potential absorption and the

adequacy of public facilities such as water and sewer capacity roadways and schools The complexity of

investigating such issues can be timely and costly and feasibility periods can often last for several years

Consequently many recorded land sales were actually negotiated years earlier and the buyer may have already

spent considerable sum in their due diligence and feasibility study Sale prices are often renegotiated based on

findings during the feasibility study and buyers are usually willing to pay more for land as the quantity of

outstanding issues decreases

In the case of the subject the site is mostly in raw state whereby many of these issues remain uncertain Some

engineering has been performed related to the Sketch Plan approval that provides preliminary approval for the

development of 750000 square feet of retail space and hotel on minority portion of the site Feasibility studies

have not been performed on the balance of the property and it remains unclear what potential uses could be

obtained As appraisers we have some general knowledge as to many of these feasibility issues but lack the

expertise time and money to accurately determine the impact of each issue on the potential use of the site

Therefore land appraisals usually involve considerable amount of speculation and future determination on

any of the above issues or others can have dramatic impact on the value of parcel of land

An appraisal provides current opinion of market value and assumes marketing period that has occurred over

the preceding twelve months We believe that very few market participants would acquire large parcel of land

without proper feasibility study and due diligence as the development risks are simply too great Since many of

the feasibility issues at the subject property remain uncertain its market value should reflect this risk It should

also be noted that sale contract may very well be negotiated at price higher than our estimate of market value

if it involves lengthy feasibility period so as to minimize many of the currently uncertain development risks

$l CUSHMANVALUATION SERVICES WAKEFIELO



LAURtLPARK LAND iNTRODUCTION

However such contract would not be current market value as it would involve future settlement under

different conditions than exist today

EXTRAORDINARY ASSUMPTIONS
The purpose of this appraisal is to estimate the market value of the fee simple interest of the land area beneath

the existing Laurel Park horse racing facility as if it were vacant land and available to be developed to its highest

and best use Accordingly it is an Extraordinary Assumption that the Laurel Park land will be approved

subdivided and can be developed with 750000 square feet of retail and 350 hotel rooms on Parcels Dl D2

wtli construction commencement within four to six years of the effective date of this appraisal and 1.4 million

square feet of mixeduse on Parcels with construction commencement within six to ten years of the

effective date of this appraisal Furthermore it is assumed that the removal of the racecourse and grandstand will

el minate the need for structured parking as currently shown on the approved Sketch Plan Finally it is also

assumed that Parcel can be developed with O5 million square feet of mixeduse properties with construction

commencement within eight to twelve years

HYPOTHETCAL CONDITONS
There are no hypothetical conditions attached to this appraisal

This appraisal does not employ any additional extraordinary assumptions hypothetical conditions supplemental

standards or jurisdictional exceptions

VALUATION SFRVICFS
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J1JREL PARK LAND REGIONAL ANALYSIS

BALUMORE REGtONAL ANALYSES

NTRODUCTON
Property value is influenced by vanety of factors and forces that interact within given region This regional

analysis serves to identify those forces that affect property value and the role they play within the region The

four primary forces that influence real property value are Its social economic governmental and environmental

charactenstics These forces determine the supply and demand for real property which in turn affect market

value The subject is located in Anne Arundel County which is part of the BaltimoreTowson Metropolitan

Statistical Area MSA as defined by the U.S Census Bureau and is shown on the following map

iinHistorically the Baltimore region has enjoyed sound economic base job stability and exceptional

cu tural educational and recreational facilities In addition its social and environmentai advantages such as

moderate climate make this region one of the most desirable in the nation Baltimore had historically been an

important port and rail center in the MidAtlantic region while its surrounding counties were agricultural in

character The Port of Baltimore formed by the Patapsco River estuary was the distribution center by which the

areas produce and manufactured goods were shipped around the world World Wars and II brought significant

new development to Baltimore City as center for warrelated industry with steel mills oil and gas refineries and

shipyards built along the harbor and surrounding waterways In the decades following World War II the city of

Baltimore suffered the same fate as many other older eastern U.S urban areas The population began to move

out of the urban core to the surrounding counties with the construction of new highways Businesses and

industries soon followed the workforce to the burgeoning suburbs Baltimore Citys historic manufacturing base

went into decline and the old downtown core suffered from lack of investment In the past three decades

however both the private and public sectors have redirected investment into Baltimore City Due to these efforts

downtown Baltimore has enjoyed revitalization Baltimore City has also retained its status as an important port

educational and cultural center Baltimore City remains the financial legal corporate and political center of

Maryland The Baltimore metropolitan area which lies within 40 miles of the nations capital has also benefited

from the significant growth of the Washington DC metropolitan area

cusrniA
WAKUIELD

BALTMORETOWSON MSA
ATiSTiCAL AREA BALTIMORE MSA

BALTMORE
The BaltimoreTowson MSA encom City and six

surrounding counties including Anne Arundel Baltimore Carroll Harford Howard and Queen Annes Counties

The Baltimore region is part of the Census Combined WashingtonBaltimoreNorthern Virginia Statistical

Arra This megalopolis is the nations fourth largest consumer market with population of more than million

VAt UA11ON SERVICES
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Educational Medical Institutions The Baltimore region is noted for its world-renowned research universities and

medical institutions There are 23 4-year and seven 2-year enrollment colleges in the region These institutions

include the University of Maryland-Baltimore and Johns Hopkins University The Baltimore region is first in the

nation for research and development funding at academic institutions As result the medical field has

significant impact on the areas economy In fact five of the largest employers in the region include Johns

Hopkins University the University of Maryland Medical Center University of Maryland-Baltimore and Johns

Hopkins Bayview Medical Center The region is also within 45-minute drive to the National Institutes of Health in

Bethesda Maryland The Baltimore region has strong concentration of college degree holders with about 18.0

percent of its workforce achieving bachelors degree and 12.0 percent achieving post-graduate degree

Recreation Tourism Baltimore prides itself on revitalized downtown featuring an array of attractions that have

transformed its former image as an industrial seaport town into tourist center According to the Baltimore Area

Convention and Visitors Association BACVA Baltimore hosted 11.39 million visitors in 2008 latest data

available from beyond 50 miles contributing more than $2.9 billion in spending to the areas economy About 7.6

million travelers were leisure travelers and 3.9 million travelers were business travelers Major Baltimore area

tourist attractions include the National Aquarium the Maryland Science Center Arundel Mills Shopping Mall the

Baltimore Zoo Little Italy and the Baltimore Ravens NFL and the Baltimore Orioles MLB at Camden Yard

ENVIRONMENTAL INFLUENCES
TransDortation The Baltimore region is improved with comprehensive transportation system that includes

interstate highways an international airport seaport and regional and commuter railways Interstate 95 1-95 is

the primary north-south thoroughfare connecting the Mid-Atlantic corridor to all major East Coast MSAs Along

with the Baltimore/Washington Parkway 1-295 1-95 provides linkage between the Baltimore and Washington

beltways The proximity to 1-95 has encouraged the development of many industrial and business parks along the

thoroughfare Interstate 83 provides access to New York and Canadian markets Interstate 70 is the primary east-

west highway linking the Baltimore area with Pittsburgh and the Midwest All major arterials are accessible from

Interstate 695 the Baltimore Beltway Baltimores 52-mile circumferential roadway The mobility provided by

these major roadways places numerous employment centers within commuting distance of area workers and

suburban bedroom communities This highway system also provides convenient access for regional trucking

distribution and service companies More than 100 motor freight lines service the region

The Baltimore region is served by major and short-line railroads including AMTRAK CSX Transportation Conrail

Norfolk Southern Railroad and the Canton Railroad Company CSX Conrail and Norfolk Southern carry freight

throughout the region to points north south and west AMTRAK provides high-speed commuter rail transportation

service along the northeast corridor between Washington D.C and Boston Two commuter lines operated by

MARC/CSX connect Baltimores Camden Yard and Pennsylvania Station to Washington D.C.s Union Station

14-mile commuter subway system links downtown Baltimore City to Owings Mills in northwest Baltimore County

In addition 27-mile Light-Rail system connects Hunt Valley in northern Baltimore County through downtown

Baltimore City to Glen Burnie in Anne Arundel County to the south with spur connecting to the Baltimore-

Washington Thurgood Marshall International Airport BWI Airport Public buses also provide commuter

transportation with 80 miles of bus routes throughout the Baltimore region

The BWI Airport provides air transportation both domestic and international and is located about ten miles south

of downtown Baltimore City BWI has grown from small airport to major regional transportation center with

linkages to major highways the Amtrak and Light Rail lines and public bus services BWI completed $1.2 billion

capital improvement and expansion program in 2009 BWI is one of the fast growing airports in the country

transporting 20.0 million passengers and 221.3 million pounds of cargo during 2009 BWI is also an economic

engine in the region spawning the development of fifteen business parks and creating nearly 100000 jobs

VALUATION SERVICES
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The Port of Baltimore stretches over 45 miles of developed waterfront and reaches channel depth of 50 feet

With its six million square feet of warehouse and five million square feet of cold storage the port handles 30

million tons of cargo annually These extensive facilities can accommodate general container bulk and break-

bulk cargoes making it the second busiest containerized cargo port in the Mid-Atlantic and Gulf coast regions

The Port of Baltimore also serves the regions hospitality and tourism industry with four cruise lines initiating 88

cruises for the 2009 cruise season from the ports dedicated cruise passenger terminal which opened in May

2006 The port generates $1.5 billion annually and employs 33700 people in direct induced and indirect jobs

GOVERNMENTAL INFLUENCES
The government forces that affect real estate values include tax structure zoning authority public services and

fiscal and regulatory policies that affect development The state of Maryland levies 7.0 percent corporate

income tax on net income attributable to business transacted within the state The state sales and use tax is 6.0

percent on tangible personal property sold at retail This tax does not apply to manufacturers purchase of raw

materials or to the purchases of machinery and equipment Local jurisdictions offer complete or partial

exemptions on machinery and equipment and inventories All jurisdictions exempt inventory at warehouse

facilities The state levies graduated personal income tax of two percent to five percent on federal adjusted

gross income Real estate taxes in the State of Maryland are based on triennial state assessments There are no

separate school taxes such funds are derived from local property taxation

Zoning authority is vested in the local jurisdictions which regulate land use and the density of development Many

counties have policy is geared toward limiting development sprawl away from the urban core areas and

directing new development to pre-approved high-density areas such as locations near train stations

The Baltimore region is adequately served by necessary public utilities including electricity natural gas water

storm and sanitary sewers telecommunication and cable services As the region has expanded from the urban

core outlying municipalities continue to expand adequate public facilities to meet growing demand

CONCLUSIONS
Strengths- The Baltimore region is centrally located along the mid-Atlantic seaboard with excellent linkages

between major East Coast metropolitan markets Strengths of the region include proximity to national markets an

efficient transportation network and good quality of life for residents The presence of Federal and State

government agencies and major educational and research centers such as Johns Hopkins also help to stabilize

the workforce and generate demand for commercial real estate The region offers relatively low cost for land

labor and housing as compared to neighboring metropolitan areas The region also offers skilled work force

large inventory of available sites and buildings and pro-business local government attitude The region also

benefits as tourist destination with low-fare international airport and expanding deep-water port facilities

Weaknesses- The region has moderate forecast population and household growth with job losses continuing in

the manufacturing and financial services sectors during the on-going economic downturn

Summary- In the short-term the Baltimore region should reflect continued modest economic downturn

compared to other major markets This is due in part to on-going BRAC-related employment adding nearly 35000

jobs in the region through 2012 The Baltimore region also benefits from the stability provided by the Federal

government and health-care related industries which are primary employment sectors in the region Long-term

the region should reflect market stability with moderate economic and development growth
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LOCAL AREA ANALYSIS

LOCATION
The subject property consists of the land of Laurel Park thoroughbred horse racing facility with associated

track grandstand and clubhouse along with barns grooms quarters and other out buildings necessary for the

racing operations At the request of the client this appraisal only considers the Market Value of the Fee Simple

estate of the land area beneath the existing Laurel Park horse racing facility as if it were vacant land and available

to be developed to its highest and best use

Laurel Park is located in the northwestern portion of Anne Arundel County just east of the City of Laurel and just

west of Fort Meade and the Patuxent Wildlife Research Center More specifically it is located in the northwest

quadrant of the intersection of Laurel Fort Meade Road Maryland Route 198 and Brock Bridge Road It is less

than one mile west of the Route 198 interchange on the Baltimore Washington Parkway Maryland Route 295
and less than one mile east of Baltimore Washington Boulevard U.S Route which serves as the primary

commercial arterial through Laurel The northern border of the Laurel Park property is the CSX/MARC commuter

rail line which serves as the boundary line between Anne Arundel County and Howard County The southwestern

border of the Laurel Park property is the Patuxent River which serves as the boundary between Anne Arundel

County and Prince Georges County

ACCESS
The local area is situated within the Baltimore-Washington Corridor which extends from the Baltimore Beltway I-

695 to the north and the Washington Capital Beltway 1-495 to the south and is centered on both sides of

Interstate 95 and Route 295 The corridor provides excellent access to both the Baltimore and Washington DC

metropolitan areas and is accessible by five major roadways Interstate 95 the Baltimore Beltway 1-695 the

Washington Beltway 1-495 U.S Route and the Baltimore Washington Parkway Route 295

Local area accessibility is generally good relying on the following arteries

Local Laurel-Bowie Road Route 197 and U.S Route provide north/south access through the local

area Route 197 connects with 1-295 to the southeast and Route 198 to the north U.S Route provides

access to the Capital Beltway to the south and Route 32 to the north Route 198 provides east/west

access through the local area and connects with 1-295 to the east and 1-95 to the west

Direct access to the subject is via Laurel Fort Meade Road Route 198 which is accessible from Route 295 to

the east and U.S Route to the west

Corridor Transportation bus service is available throughout the area with links to Maryland Transit Authoritys

MARC train service which provides service between Penn Station in Baltimore City and Union Station in

downtown Washington D.C and MetroRail Washingtons subway system as well as the greater metropolitan

area The subject property has direct access to the MARC commuter rail line at the Laurel Race Track MARC rail

station which is adjacent to the subject property

The local area also has the advantage of being served by three major airports the Baltimore/Washington

International Thurgood Marshall Airport BWI Washington Reagan National Airport and Washington Dulles

International Airport The most convenient of the three airports is BWI which is located in Anne Arundel County

off the Baltimore-Washington Parkway approximately 12 miles north of the subject Both Washington National

and Dulles are approximately 60 minutes driving time from the subject area via 1-95

CUSHMAN
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LOCAL AREA CHARACTERISTICS
The proximity of Baltimore and Washington D.C has Created unique demographic situation that is

considerable benefit in attracting important federal facilities to the Baltimore-Washington Corridor The nations

capital can be reached in less than an hour from the local market area and nearly dozen federal agencies

many with research-focused activities have located in the immediate area The expansion and growth of the local

technology business base is supported by agencies such as NASA Goddard Space Flight Center Fort George

Meade Military Reservation National Security Agency USDA Beltsville Agricultural Research Center Army

Research Laboratory Institute for Defense Analysis and U.S Census Bureau Supercomputer Center

The subject property is located within the very southern section of the Corridor which includes the areas of Laurel

and Greenbelt This neighborhood consists of harmonious mixture of commercial and residential development

Laurel is primarily an older locale consisting of single- and multi-family residential uses and established retail

shopping centers According to Claritas approximately 25 percent of all housing units comprise single-family

detached dwellings while 63 percent comprise multi-family dwellings The apartment inventory tends to be older

Class and garden style structures with typically strong occupancies of 95 percent or more Several projects

have recently undergone renovation in order to remain competitive including Laurel Square Town Center

Crestleigh Larchdale Woods and Summerlyn Place

Commercial development in the Laurel area is mostly concentrated along U.S Route and includes community

and neighborhood shopping centers restaurants gas stations car dealerships low- to mid-rise office buildings

and other freestanding retailers Historically one of the largest retail uses ri the neighborhood included Laurel

Mall 660000 square foot regional mall located at the intersection of U.S Route and Cherry Lane

approximately two miles west of the subject property Although anchored by Macys and Burlington Coat Factory

this project is now distressed and in June 2009 the Laurel City Council approved $16 million Tax Increment

Financing plan to aid future redevelopment In July 2010 the management and leasing contracts were sold from

General Growth Partners to Jones Lang LaSalle Laurel Lakes Centre located on U.S Route is 390000

square foot retail center constructed in 1985 and reconfigured in the late-i 990s It is anchored by Lowes Best

Buy Staples Michaels and Safeway Finally new shopping center was recently constructed at the corner of

Contee Road and U.S Route Centre at Laurel which houses Shoppers Food Warehouse grocery store as

well as several big box users and national retailers

Odenton is just east of the subject property and south of Route 32 between Fort Meade and Gambrills and has

historically been rural in nature As result of its location near Fort Meade and on the MARC rail line Odenton

has recently received considerable attention from Anne Arundel County planners and developers Consequently

Odenton is one of three designated Town Centers in Anne Arundel County the others being Parole to the

southeast and Glen Burnie to the northeast It is strategically located in the Washington-Baltimore corridor at the

junction of Routes 32 170 and 175 with close connections to the BaltimoreWashington Parkway and 1-97

The development plan for Odenton calls for core area to be developed with diverse mix of retail office civic

and housing uses combined to create vibrant live/work community The core will also serve as regional

destination for the surrounding community meeting shopping business service entertainment and transit

needs Development in this area is intended to create strong pedestrian environment with automobile traffic

secondary to the needs of the pedestrian Transit use from the neighboring MARC rail station will also be

encouraged The core area will be surrounded by village area that will include designated historic district

which includes several historic properties that set the framework for the general character and scale of the village

This traditional center of the community is envisioned as place to live work and shop while maintaining the

historic village character and residential feel Other surrounding areas will accommodate residential and industrial

VALUATION SERVICES
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areas with focus on office to serve the growing needs at Fort Meade portion of the Odenton Town Center

Plan is approved for 5.5 million square feet of development on 128 acres

The most notable development and employer in the area is the Fort Meade Military Base the 5400-acre Army

post that is also home to the National Security Agency Fort Meade is located approximately three miles east of

the subject between Route 175 to the north and Route 32 to the south east of 1-295 It offers wide range of

support to more than 78 partner organizations from all five services and to several federal agencies including the

National Security Agency the Defense Information School the Defense Courier Service and the U.S Army Field

Band Fort Meade has the 4th largest workforce of Army installations in the United States It is one of the largest

joint service centers in the U.S and is home to approximately 10000 military personnel along with about 25000

civilian employees Approximately 6000 family members reside on base

The National Security Agency/Central Security Service NSA is Americas cryptology organization It coordinates

directs and performs highly specialized activities to protect U.S government information systems and produce

foreign signals intelligence information high technology organization NSA is on the frontiers of

communications and data processing It is also one of the most important centers of foreign language analysis

and research within the government NSA employs the countrys premier cryptologists and is said to be the

largest employer of mathematicians in the United States and perhaps the world Its mathematicians contribute

directly to the two missions of the Agency designing cipher systems that will protect the integrity of U.S

information systems and searching for weaknesses in adversaries systems and codes

The USDA Agricultural Research Center is situated on 7000 acre site approximately three miles south of the

subject The Agricultural Research Center in Beltsville is operated by the Agricultural Research Service an

agency within the U.S Department of Agriculture Research at the site focuses on natural resources plant

science animal science new uses for farm commodities nutrition and data systems

The Patuxent Research Refuge situated east of the subject property is one of over 500 refuges in the National

Wildlife Refuge System administered by the U.S Fish and Wildlife Service Established in 1936 the Patuxent

Research Refuge is the Nations only National Wildlife Refuge established to support wildlife research With land

surrounding the Patuxent and Little Patuxent Rivers between Washington D.C and Baltimore MD the Refuge

has grown from the original 2670 acres to its present size of 12750 acres and encompasses land formerly

managed by the Departments of Agriculture and Defense The Patuxent Research Refuge is divided into three

areas North Tract which offers hunting fishing wildlife observation trails and many interpretive programs

Central Tract where the offices and study sites of the many research biologists are located and South Tract

where the National Wildlife Visitor Center and its trails are located

In addition primary employment for the neighborhood is in the City of Baltimore to the north and Washington

D.C to the south The neighborhood is bedroom community with convenient access to both metropolitan areas

Baltimore is about 20 miles north of the subject Columbia is about 12 miles northwest of the subject and

Washington DC is about 15 miles south of the subject

GROWTH AND DEVELOPMENT
One of the most significant events anticipated in the County in the short term is the Federal Base Realignment

and Closure BRAC Initiative As result of this nationwide study of military bases number of federal positions

are planned for relocation to the Fort George Meade military base in Anne Arundel County It is anticipated

that this relocation effort will bring both additional jobs and households to the County as well as to the region in

general

liCUSHMAN
V/.LUM ILIN IrcVILI

$iUb WAKEFIELD



LAUREL PARK LAND
_____

LOCAL AREA ANALYSIS 18

It is estimated that 22000 new jobs will locate in Anne Arundel County as direct result of BRAC 5695 new

defense positions 4000 new jobs due to expansion of the National Security Agency 10000 new jobs to be

located at planned secured office complex to be developed under an Enhanced Use Lease EUL on the Fort

Meade base and 2000 additional jobs attributed to government contractors or other service providers who will

locate in the County as result of the base realignment Most of this job relocation and expansion will occur

within the next four years or by the year 2012 to 2014 timeframe Many of these jobs are expected to be highly

paid positions in information technology and related fields

In addition to the anticipated job growth the State has estimated that over 28000 new households will locate in

Maryland as result of BRAC It is projected that approximately 4500 of these households will locate in Anne

Arundel County with the remainder locating in Harford Baltimore Montgomery Cecil Prince Georges and

Howard Counties and Baltimore City It is anticipated that approved residential units in the development pipeline

combined with development projects in the planning stages will provide sufficient housing capacity in the County

to serve this BRAC-related growth However the County will continue to assess and plan for the potential impacts

on public facilities and infrastructure such as State and local highways

The 2005 BRAC recommendations bode well for the State of Maryland and the process must be completed by

September 15 2011 According to Anne Arundel County projected numbers include

Estimated 60000 defense and contractor jobs moving to Maryland as result of BRAC

Estimated average wage of migrating jobs is $65000

Estimated average household income of migrating jobs is $100000

Fort Meade currently generates approximately $4 billion in economic activity for the region which is

expected to increase to $5 billion after 2010

Estimated million square feet of development planned at Fort Meade

Estimated 10 million square feet of nearby office space will be needed to accommodate activity

Estimated 8.5 million square feet of office space and 700000 square feet of retail space is under

construction approved or proposed in nearby Anne Arundel County areas

Estimated 1600 hotel rooms within nine projects are in planning stages or under construction in Anne

Arundel County including the subject

Transportation improvements for the area include plans to turn Route 175 the two-lane road that runs by the

post into multi-lane divided highway Routes 198 32 and will receive significant improvements Route 295 will

be widened from Route 17 to 1-695 and new interchange will be built at Hanover Road Also new 2500 to

3500 space parking garage is planned for the Odenton Town Center MARC rail station Maryland transportation

officials have even talked about extending the MetroRail from Greenbelt to Baltimore-Washington International

Airport That service expansion which would be designed to improve the link between Baltimore and Washington

would have stop at Fort Meade

Thus Fort Meades expansion is helping to create not just one of the fastest-growing areas in the Baltimore

Washington Corridor but also national military hub As result private company began residential

construction project in 2002 designed to provide 3100 new or renovated homes on the base over 10 years

Picerne the private development company that the Army has hired to oversee the project has built over 500

homes and renovated another 500 homes The company has 50-year agreement with the Army to manage and
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lease the properties Outside the post more residential development is on the way with over 4000 housing units

approved around the post and another 1000 that are still in review according to the county

Forest City Enterprises has commenced development of Konterra 2200-acre mixed-use development situated

in Prince Georges and Montgomery Counties Konterra will straddle Interstate 95 one exit north of the Capital

Beltway and will include mixed-use town center upscale retail and hospitality venues technology campuses

educational institutions and residential and business communities The 488-acre Konterra Town Center East site

will feature an upscale 1.5 million square foot open-air center along with an array of multi-family residential and

class office uses The 253-acre Konterra Town Center West will consist of million square feet of regional

destination retail with multiple peripheral locations The entire Konterra development will be enhanced with

carefully-planned plazas green spaces lush landscaping parks and common areas as well as educational and

cultural amenities

The National Business Park is 285-acre property predominately built out with low-to-mid-rise office and tech

buildings which are occupied by federal government agencies and government contractors due to its location

adjacent to the National Security Administration NSA and the Fort Meade military installation Developed by

Corporate Office Properties Trust COPT the business park is also improved with hotel day-care center and

retail strip center supporting park employees and is expanding with the continued growth of NSA with COPTs

acquisition of land for Phase Ill

The 65-acre Brick Yard project is also underway by developer Jackson Shaw Located at the intersection of U.S

Route and Contee Road in Laurel this project will consist of approximately 650000 square feet of office and

warehouse flex space in 10 buildings

SPECIAL HAZARDS OR ADVERSE INFLUENCES
We are not aware of any atypical or unusual detrimental influences such as landfills flooding noise pollution the

traffic noise is expected air pollution or chemical factories and/or storage It should be noted that the subject

property is near BWI Airport and has jet noise although based on our inspection this does not appear to be

material factor

CONCLUSION
The subject neighborhood is characterized as an established area of the Baltimore Washington Corridor The

area benefits from good access provided by modern transportation system and has access to the major traffic

arteries connecting the subject area to the surrounding metropolitan area The real estate in this area is generally

stable with some new development although land is rapidly becoming scarce The near term outlook for the

neighborhood is for continued stability with moderate population and household growth Overall the subjects

location mid-way between Baltimore and Washington its proximity to employment centers and shopping

amenities and the sizeable household base are positive factors for retail office or multi-family residential uses
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RETAIL MARKET ANALYSIS

INTRODUCTION

Signs of recovery are slowly building momentum in the retail market following year of unprecedented

challenges Transaction volume in 2009 as reported by Real Capital Analytics RCA totaled $12.9 billion

Volume in 2009 fell by 36.2 percent from the prior year to the lowest level since 2001 Annual retail transaction

volume between 2004 and 2007 averaged $53.6 billion Retail sales the largest single component of the U.S

economy fell by 6.3 percent in 2009 to $4.1 trillion The decrease in total retail sales during 2009 was the biggest

drop since Census Bureau records begin in 1966 For comparison the drop in retail sales in 2009 was greater

than the individual economic output of 37 U.S states

Looking beyond these indicators there are growing signs of improvement Year-over-year retail sales growth

turned positive in the fourth quarter of 2009 following four consecutive quarters of sharp decreases Sales

increased by 5.4 percent in the first quarter of 2010 the highest quarterly growth rate since 2006 The upswing in

retail sales and thawing capital market conditions have provided much needed boost to investment in shopping

centers and other retail assets Year-over-year growth in investment volume turned positive in the fourth quarter

of 2009 and jumped by 40.2 percent in the first quarter of 2010 Market experts we have surveyed are hopeful

that near-term improvement in consumer fundamentals supported by rising confidence over the last two

quarters will provide continued support for the recovery

NATIONAL RETAIL INVESTMENT SALES MARKET
As noted recent growth in retail sales and better access to credit helped bring an end to eight consecutive

quarters of declining investment during the fourth quarter of 2009 However tightened lending standards and

declining property-level fundamentals continue to push capitalization rates upward The Korpacz Real Estate

Investor Suivey published by PricewaterhouseCoopers reports that national power center and strip shopping

center OARs bottomed in third quarter of 2007 at an average of 7.0 percent and 7.2 percent respectively

Regional mall cap rates reached low of 6.7 percent in the first quarter of 2008 In the first quarter of 2010
national power center OARs averaged 8.6 percent strip shopping center OARs averaged 8.5 percent and

regional mall OARs averaged 8.3 percent Power center and strip center OARs decreased by five and four basis

points respectively during the quarter Capitalization rates malls increased by 28 basis points There are now
clear indications of cap rate compression for higher-quality assets in primary urban and suburban markets

Market conditions for assets falling below the profile currently favored by investors remain weak but have begun

to moderate as confidence returns to the market

The following graph depicts national retail cap rates by property type over the last four years
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NATIONAL RETAIL CAP RATES
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Source KorpaczReal Estate InvestorSurvey

Retail investment activity plunged by 68.1 percent in 2008 and 36.2 percent in 2009 according to Real Capital

Analytics Quarterly transaction volume fell by an average compounded rate of 30.1 percent from the fourth

quarter of 2007 through the first quarter of 2009 due to buyers sitting back and the inability to obtain financing As

noted earlier volume in 2009 was at the lowest in eight years Other market observers have reported similarly

precipitous declines in investment volume generally ranging from 70.0 percent to 90.0 percent

The following graph displays annual retail sales volume since 2001
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The Moodys/REAL Commercial Property Index CPPI is periodic same price change index of U.S commercial

investment properties Developed by MITs Center for Real Estate in conjunction with consortium of firms

including Real Estate Analytic LLC REAL the index tracks price changes based on documented prices in

corn pleted contemporary property transactions

In the fourth quarter of 2009 the CPPI measured an increase of 3.6 percent from the prior quarter and 29.2

percent drop on year-over-year basis Currently at 114.73 the index is now 39.3 percent below the peak

measured in the third quarter of 2007 The index will likely continue to decline as distressed sales activity

continues throughout 2010

The following graph displays the quarterly CPPI Index between 2001 and the fourth quarter of 2009
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The retail market has experienced similar declines to the CPPI Index In this low-transaction environment the

price per square foot average is likely to be skewed as investors flee to higher-quality assets In comparison to

sales volume the average retail price per square foot also trended downward rapidly before hinting at stability in

recent months Between 2003 when the market picked up after the last recession and 2008 the average price

per square foot for retail assets increased by 53.4 percent At $147 per square foot pricing in the first quarter of

2010 remained at the lowest level since 2004

The following graph reflects the historical average price per square foot for retail assets as surveyed by RCA

NATIONAL RETAIL MARKET SUMMARY
The retail market displayed clear signals of

recovery in the first quarter of 2010 However given the record

decline in retail sales continued weakness in the credit markets and glut of supply investment will remain

challenged for much of 2010 Federal Reserve Chairman Ben Bernanke commented on September 15 2009 that

the recession was very likely over at this point Mr Bernankes statement is supported by continued

improvements in gross domestic product consumer spending and consumer sentiment Specifically consumer

sentiment as measured by the University of Michigan/Reuters survey in April 2010 was up by 10.9 percent year-

over-year It will take years for consumers balance sheets to recover and to return potential spending growth to
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MOODYS/REAL COMMERCIAL PROPERTY PRICE INDEX

180

160

140

120

National Aggregate National Retail

2009

$225

MaIIOther

$200

NATIONAL AVERAGE PRICE PER SQUARE FOOT

Strip Total

2001 2002 2003 2004 2005 2006 2007 2008 2009 1Q10

Source Real CapitalAnalytics Inc

Note Data excludes transactions less than $5.0 million

CUSHMAN
WAKEFIELD

VALUATION SERVICES



LAUREL PARK LAND RETAIL MARKET ANALYSIS 23

pre-recession levels However we are hopeful that the recent signs of life from consumers will establish

foundation for meaningful yet protracted recovery over the course of the year

REIS MARKET DATA
Data for the following analysis of the Baltimore Retail market is provided by Reis Inc leading provider of

multifamily and commercial real estate market information since 1980 Reis houses proprietary database of

approximately 200000 multifamily and commercial properties that include trends forecasts news and analyses

for 232 metropolitan markets property types multiplied by 58 metropolitan areas and roughly 2500

submarkets

Current and historical figures are compiled by highly qualified industry analysts Surveyors as they are called are

responsible for gathering information on property availabilities rents and lease terms etc by directly contacting

owners managers and leasing agents Projected data is calculated using suite of economic forecasting models

developed by The Economic Research Group team led by Ph.D economists

Reis data is released on quarterly basis and is widely recognized as fundamental tool for appraisers

throughout the country

BALTIMORE RETAIL MARKET
Reis Inc classifies the Baltimore Retail market into six submarkets and segregates inventory by type of space

community versus neighborhood shopping centers The subject is situated in the Anne Arundel County

submarket of Baltimore

SUBMARKET SNAPSHOT
The Baltimore Retail market contains 35911000 square feet of space Anne Arundel County is the largest

submarket and contains 9519000 square feet or 26.5 percent of the areas total inventory Central Harford

County is the smallest submarket with 6.8 percent of total inventory The following table presents the geographic

distribution of inventory along with other statistical information for the most recent quarter

VALUATION SERVICES
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ABSORPTION
Absorption measures change in the level of occupied space in geographic region over specific period of time

Absorption is not measure of leasing activity It reflects increasing stable or decreasing demand for space If

the level of occupied space increases from one period to the next demand has increased If no change has

occurred demand is stable if the level of occupied space is lower demand has decreased All things being

equal positive absorption lowers vacancy rates and negative absorption increases vacancy rates newly

constructed building that enters the marketplace vacant will adversely affect the vacancy rate but have no bearing

on absorption since it has not altered the level of occupancy

Over the past few years new construction activity within the Baltimore region has exceeded absorption As

wn be ow an annual average of 189200 square feet of space was completed in the region between 2005 and

009 ile 30600 square feet was absorbed Over the next five years Reis projects that construction will trail

rption with new construction totaling 1062000 square feet and absorption totaling 1398000 square feet

tw en and 2009 new construction within th nne Arundel County submarket also outpaced absorption

with an nnu 600 square ompl 600 square feet absorbed Over the next five

ye pr that constructi will trail construction will total 288000 square feet

an 180 ti dtob orb

Th following table pr ent hi tori nd
oj

cted absorption 1ev nd the

je market

it
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06 78000 36000 14000 000 000 94000 000 000
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2008 000 71000 7000 14 000 000 000 000

09 94000 0000 4000 87000 180000 19000 161000
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81000 000 000 7OCT10

20 508000 64000 161010 84000

201 18000 OCT10 000 030

00

IA p8a 264000 000 000 000 09000

An 52 800 400 30600 800 00
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RENTAL RATES
As shown in the following chart average asking rents in the region have increased from $18 54 per square foot in

2005 to $1914 per square foot in 2009 indicating compound annual growth rate CAGR of 0.8 percent Over

the next five years average asking rents are expected to increase from $18.83 per square foot 2010 to $19.48

per square foot in 2014

Average asking rental rates in the Anne Arundel County submarket increased ranging from $17.40 per square

foot in 2005 to $18.58 per square foot in 2009 demonstrating CAGR of 1.7 percent Currently the average

asking rent in the subject submarket stands at $18.41 per square foot Over the next five years average asking

rents are expected to increase from $18.19 per square foot in 2010 to $18 83 per square foot in 2014

VAt UA3 ION SERVICES



RI TAIL MARKI ANALY IS

tori projected average asking rr nta ts for he gion id subjec

$001 00% 09% $0

ci rent otcct refect the cctvertoercf reata rCte for cc hvcty macfreted
pcr eate $05

were cx iibiting

per square foot

USHMAN
ffp WAKIflLcID



LAUREL PARK LAND

BALTIMORE CONCLUSION
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The Baltimore Retail market has witnessed increased vacancy levels since 2005 Over the near term new

construction activity is expected to trailed absorption However in the next five years vacancy should decline from

74 to percent while asking rental rates are expected to increase slightly from $1883 per square foot to

$1948 per square foot
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VACANCY RATES
As indicated the vacancy rate for the Baltimore region currently stands at 6.4 percent for first quarter 2010 which

is up from percent as of yeaNend 2009 Reis projects that vacancy rates will decrease over the near term

fiom 66 in 2010 to 4.8 in 2014 The subject submarket is outperforming the market as whole with current

vacancy rate of 5.3 percent Vacancy rates are projected to decrease over the next few years from 61 in 2010 to

35in2014

The following table presents historical and prpjected vacancy far the region and subject submarket
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RENTAL RATES
As shown in the following chart average asking rents for th gi be tr ndin up

of $582 per month in 2005 to an average of $981 per month 00 mdi tin pound wt

CAGR of 2.7 percent As of first qu rt 010 aver to $9

years concessions have been ng nd urr ntly st nd nt iv

average rents are expected to in re from 88 per month in 10 10 01

Rental rates in the Columbi rd unty bm rk 11 nt 00

an average of $1 month in 009 monstr tin

rents increased to $1 03 month Ov ne fi in

month in 2010 to $1319 thin nc ur ntly

The followin bl pr nt hi pr gi
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011 $100 17 18 $1 83

01 $10 997 $1 $1 207

013 10 10 $1 67 $1 247 11

014 $109 $1069 $1 19 130

CA OY 1/ 78/ 68% 09% 8782 16

NEW CONSTRUCTION ACTIVTY
According to Reis 2056 units were completed within the Baltimore region over the past few years in total of 14

projects 2533 units are currently under construction within 13 projects An additional 7818 units are planned

within 58 projects for potential delivery in the next few years along with 39 proposed buildings which would add

another 9061 units

The following tables present new and proposed construction activity for the region
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SITE PLAN
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SITE DESCRIPTION

Location 3600 Laurel Fort Meade Road

Laurel Anne Arundel County MD 20724

Laurel Park is located in the northwestern portion of Anne Arundel

County just east of the City of Laurel and just west of Fort Meade and

the Patuxent Wildlife Research Center More specifically it is located in

the northwest quadrant of the intersection of Laurel Fort Meade Road

Maryland Route 198 and Brock Bridge Road It is less than one mile

west of the Route 198 interchange on the Baltimore Washington

Parkway Maryland Route 295 and less than one mile east of Baltimore

Washington Boulevard U.S Route the primary commercial arterial

through Laurel The northern border of the Laurel Park property is the

CSXJMARC commuter rail line which serves as the boundary between

Anne Arundel County and Howard County The southwestern border of

the Laurel Park property is the Patuxent River as the boundary between

Anne Arundel County and Prince Georges County

The subject property consists of the land of Laurel Park thoroughbred

horse racing facility with associated track grandstand and clubhouse

along with barns grooms quarters and other out buildings necessary for

the racing operations At the request of the client this appraisal only

considers the Market Value of the Fee Simple estate of the land area

beneath the existing Laurel Park horse racing facility as if it were vacant

land and available to be developed to its highest and best use

Phase Parcels and from the Site Plan on the preceding page will

consist of approximately 89 acres located in the southeastern part of

Laurel Park along Route 198 and Brock Bridge Road In November

2008 Anne Arundel County approved Sketch Plan for the

development of 750000 square feet of retail space and 350-room

hotel as Phase This site has extensive wetland areas and the

approved Sketch Plan requires structured above-grade parking garages

to accommodate the proposed development It is noted that if the

racetrack and grandstand did not exist as per the purpose of this

appraisal being to only value the land element it is likely that the

structured parking requirement could be replaced by surface parking as

there will be more land area available Of course this would take away

other potential development area

Parcel contains approximately 37 acres located in the northwestern

portion of Laurel Park It is located adjacent to the existing race track

and includes the location of the existing clubhouse It is adjacent to the

27-acre Parcel which is the land under the existing racetrack These

parcels have an advantageous location along the CSXJMARC commuter

rail line at the Laurel Race Track MARC rail station
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Parcel approximately 12 acres and Parcel approximately 122

acres are located in the northeastern portion of Laurel Park These

parcels are located to the north of Phase and have frontage along

Brock Bridge Road

Shape Irregular

Topography Level at street grade

Land Area According to Anne Arundel County data the entire Laurel Park parcel

consists of 287.23 acres or 12511739 square feet it is noted that we

received various items that showed different sizes and have utilized the

countys stated size

Frontage Laurel Park has approximately 2400 feet of frontage along Route 198

The main entrance into the race track is from Route 198 with the private

loop road that serves the facility known as Laurel Race Track Road

Laurel Park also has approximately 3000 feet of frontage along Brock

Bridge Road and has approximately 600 feet of frontage along Whisky

Bottom Road

In terms of the subject property Phase will have frontage along Route

198 while Parcels and will have access from Brock Bridge Road

Parcels and do not currently have frontage along public right-of-

way which will have to be provided as part of the propertys

development Instead they have frontage along the CSXIMARC

commuter rail line at the Laurel Race Track MARC rail station

Access Laurel Park is considered to have good access as described above In

addition to the road frontages the race track property has access from

nearby U.S Route Currently private-road entrance exists through

the neighboring 65-acre property to the north it is our understanding

that this parcel is under related ownership which is currently used for

Laurel Park and commuter parking Vehicular access is provided from

this parcel to Laurel Park at two viaducts

Visibility Laurel Park has good visibility from the local area

Soil Conditions We were not given soil report to review However we assume that the

soils load-bearing capacity is sufficient to support existing and/or

proposed structures We did not observe any evidence to the contrary

during our physical inspection of the property Drainage appears to be

adequate

Utilities It is our understanding that all necessary utilities are available to the site

in sufficient capacity to permit the proposed development
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Site Improvements The Laurel Park site improvements are those necessary for the existing

use as thoroughbred racing facility These include asphalt paved and

gravel-covered parking areas curbing signage landscaping yard

lighting and drainage

Land Use Restrictions We were not given title report to review We do not know of any

easements encroachments or restrictions that would adversely affect

the sites use However we recommend title search to determine

whether any adverse conditions exist

Flood Zone The subject property is located in flood zone It is our understanding

that approximately 50% of the Laurel Park property is located within the

100-year flood plain

FEMA Map Date 240008-0016 dated March 1999

Flood Zone Description This area has been identified in the community flood insurance study as

an area of moderate or minimal hazard from the principal source of flood

in the area However buildings in this zone could be flooded by severe

concentrated rainfall coupled with inadequate local drainage systems

Local storm water drainage systems are not normally considered in the

communitys Flood Insurance Study The failure of local drainage

system creates areas of high flood risk within this rate zone Flood

insurance is available in participating communities but is not required by

regulation in this zone

It is assumed that the proposed developments will incorporate proper

storm water management procedures

Wetlands We were not given wetlands survey to review If subsequent

engineering data reveal the presence of regulated wetlands other than

the areas noted above it could materially affect property value We
recommend wetlands survey by professional engineer with expertise

in this field

Hazardous Substances We observed no evidence of toxic or hazardous substances during our

inspection of the site However we are not trained to perform technical

environmental inspections and recommend the hiring of professional

engineer with expertise in this field

Overall Site Utility The subject site is functional for its current use and due to its size

should be functional for its proposed use

Location Rating Good
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REAL PROPERTY TAXES AND ASSESSMENTS

CURRENT PROPERTY TAXES
The subject property is located in the taxing jurisdiction of Anne Arundel County and is assessed by the Maryland

Department of Assessment and Taxation This department is an independent state agency responsible for real

and personal property assessment as well as the mapping of all real estate The applicable tax rate is set by the

local jurisdiction and is combination of state county and city rates

Marylands assessment system is currently based on three-year cycle in which one-third of all taxable real

estate is physically inspected and reassessed each year Assessments are based upon an estimate of ad

valor-em value known as full cash value The state assessor utilizes the three traditional approaches to value

Cost Sales Comparison and Income Approach To lessen the impact of any increase in full cash value three-

year phase-in is implemented This provides for one-third of the increase in full cash value added to the first year

of the assessment cyde with the balance being added in equal installments over the next two years The fiscal

year runs from July through June 30 of the following year with taxes due by September 30

The assessors parcel identification number for the entire Laurel Park parcel is 04-000-03593300 It was last

assessed as of January 2008 with the assessment increasing from $19881800 to $25562300 The next re

assessment will be as of January 2011 The assessment and taxes for the property for the fiscal year

commencing July 2010 are presented below

PROPERTY ASSESSM ENT INFORMATION

Assessors Parl Number 04-000-03593300

Assessing Authority Anne Arundel County

Current TaxYear FY2O1O -2011

Assessment Ratio of market Value 00%

Equalization Rate 1.00

Are taxes current Assumed

Is there grievance undery Not to our knowledge

ASS ESSM ENT

Assessed Value Totals

Land $15711500

Improvements 9850800
Total $25562300

Taxable Assessment $25562300

TAX
Total Tax Rate 0.98800%

Total Property Taxes $252556

Building Area SF 90000

Property Taxes per Square Foot $2.81

Compiled by Cushman Wakefld of Waslirtor DC Inc

CONCLUSION
The total taxes for Laurel Park for the forthcoming fiscal year are estimated to be $252556 This is based on the

known phased-in assessment of $25562300 and the applicable tax rate of $0.988 per $100 of assessed value
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ZON ING

GENERAL INFORMATION
Laurel Park is zoned Wi Industrial Park by Anne Arundel County This zoning district is generally for those

clean industrial uses with minimal nuisance characteristics in landscaped park-like setting Typical uses may

include offices research and development laboratories light manufacturing including assembly Support uses

such as office supply stores restaurants hotels motels are also allowed The maximum lot coverage by

structures and parking is 75% There is no height limit if setbacks are provided as per county formulas

ZONING

Municipality Governing Zoning Anne Arundel county

Current Zoning Wi Industrial Park

Current Use Horse racetrack

Proposed Use Retail and Mixed-Use

Is proposed use permitted Yes

change In Zone Likely Yes

Change To Site specific zoning permitting mixed-use development including retail

Zoning Change Applied For Yes

Zoning Variance Applied For Not applicable

Permitted Uses Permitted uses within this district include offices research and development laboratories and light

manufacturing including assembly

Prohibited Uses Prohibited uses within this district include residential and community facility uses

Compiled by Cushman Wakefield of Washington D.C Inc

0TH ER RESTRICTIONS
We know of no deed restrictions private or public that further limit the subject propertys use The research

required to determine whether or not such restrictions exist is beyond the scope of this appraisal assignment

Deed restrictions are legal matter and only title examination by an attorney or title company can usually

uncover such restrictive covenants We recommend title examination to determine if any such restrictions exist

ZONING ANALYSIS
We note that this appraisal is not intended to be detailed determination of compliance as that determination is

beyond the scope of this real estate appraisal assignment Detailed zoning studies are typically performed by

zoning or land use expert including attorneys land use planners or architects The depth of our study correlates

directly with the scope of this assignment and it considers all pertinent issues that have been discovered through

our due diligence

SLOT MACHINE GAMBLING
In November 2008 citizens in the State of Maryland voted overwhelmingly to legalize slot-machine gambling

The constitutional amendment allows maximum of 15000 slot machines throughout the state Licenses will be

awarded by competitive bid to five locations for five locations Baltimore City Anne Arundel County Cecil County

Worcester County and Allegany County This debate had been on-going for years and was largely an attempt to

aide the states struggling horse-racing industry

In February 2009 the State received six slot-license applications from various entities including two for the sole

Anne Arundel County license These applications came from the Maryland Jockey Club for Laurel Park the

subject property and from the Cordish Companies for site near Arundel Mills Mall According to local news

reports the Maryland Jockey Club application did not include the required license and construction financing fee
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which was reported to be in the $28 million range As the Maryland Jockey Club did not include the fee with their

application the State of Maryland disallowed the Maryland Jockey Clubs application for Laurel Park

Although litigation is pending it appears that the Cordish Companies site will be the Anne Arundel County

location However there have been numerous reports of citizens objecting to the other Anne Arundel County

application as the site is located near popular shopping mall and residential communities Some citizens have

been quoted as feeling bait and switch was pulled as most of the pre-referendum discussion assumed that the

Anne Arundel County license would be awarded to Laurel Park and not to site adjacent to shopping mall and

residential areas

For the purposes of this appraisal we have assumed that the slot machine license would not be applied to the

subject property The purpose of the appraisal is to appraise the market value of the fee simple estate of the land

area beneath the existing Laurel Park horse racing facility as if it were vacant land and available to be developed

to its highest and best use Without the horse racing facility we see no legitimate reason for the subject site to be

awarded the license Hence the potential is not included in our estimate of market value

REz0NING POTENTIAL

According to the property owners engineer the horse racing activities are permitted as conditional uses with the

support facilities as allowed accessories zoning modification and code upgrade was approved in January 2006

to allow C-3 commercial uses at the property as an overlay district The C-3 General Commercial District is

generally intended for larger arterial strip commercial development and shopping centers that offer wide range

of commercial uses that serve broad market area These commercial uses typically have larger space and land

requirements and are located along major roadways Maximum lot coverage by structures and parking is 80%
The maximum Floor Area Ratio is 2.0 while the maximum height is 60 feet if setbacks are provided as per

formula

In November 2008 Sketch Plan concept development plan was approved by Anne Arundel County concluding

process that lasted approximately two years This process considers the overall nature of proposal including

density allocation Subsequently the more detailed Final Plan Site Plan process would be necessary which

would contain more specific engineering and design submissions Architectural approvals would also be required

Thus the overall approval process for this initial phase should take another one to two years

The approved Sketch Plan calls for 750000 square feet of retail space and 350-room hotel that are to be built

on approximately 89 acres of land known as Parcels and on the enclosed site diagram total of 2813

parking spaces are required for the retail space and 350 parking spaces are required for the hotel space

Although the existing improvements are not being considered in this appraisal the Sketch Plan includes the

proposed relocation of the existing clubhouse from its current position on the north side of the race track to the

south side The new three-story clubhouse would contain approximately 450000 square feet including

mechanical service building and would be located adjacent to the new retail space and hotels Two five-story

parking structures are necessary to provide 3103 parking spaces Another 6000 parking spaces are to be

provided in surface parking lots that would mostly serve as overflow parking on race nights

As per the Scope of Work for this appraisal we are appraising the market value of the subject property as if

vacant land that is available to be developed to its highest and best use Under this scenario the grandstand and

clubhouse would not exist and the Sketch Plan may be invalidated However since it was recently approved we

see no reason why something similar would not be re-approved Whether or not the horse racing facility existed

should not impact the countys approval for retail space at the subjects location
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Development of the balance of the property Parcels and would also have to undergo these approval

processes and may also have to be formally rezoned depending upon the desired use To analyze the likelihood

of rezoning success we analyzed Anne Arundel Countys General Development Plan This new document was

approved in October 2009 by the County Council Although the plan details proposed Land Use Plan changes in

many locations throughout the county the subject is not one of the chosen sites Other than the fact that the

subject is detailed on Figure 7-3 as one of many targeted growth areas there is no guidance on potential

development at the subject property Thus there does not appear to be any changes from prior planning

publications

In 2004 Anne Arundel County published the Jessup Maryland City Small Area Plan which includes the subject

property The following items were discovered

The Countys current General Development Plan was adopted in 1997 and reflects desired future growth

patterns over the next 10 to 20 years It shows the subject property as being planned for industrial park

land use

The Jessup Maryland City area is described as possessing excellent economic assets along with

location in the hear of the States Smart Growth Corridor

goal of the Plan is to encourage quality commercial development in the Maryland Route 198

commercial corridor from the Baltimore Washington Parkway west to the Anne Arundel County line at

Laurel Park Light industrial should be the preference east of the Parkway

Recommendations of the Plan include the support for multi-million dollar improvements to Laurel Park

and encourage economic incentives and other strategies to attract high quality restaurants and the use of

the existing empty commercial space in the vicinity of Laurel Park

The owner of Laurel Park and their engineers believe these subsequent phases stand reasonable chance for

development approval with mixed-use projects Even though Laurel Park is planned for industrial park use in the

Small Area Plan the Plan has numerous recommendations that many surrounding parcels should be

commercially developed More importantly the Plan was created in the mid-1990s which is well before the BRAC

law was conceived As result of the massive level of commercial and residential development that BRAC is

expected to bring to the immediate area it is very likely that the Plan has limited impact today

Another consideration is the location of Parcels and adjacent to the CSXIMARC commuter rail line at the

Laurel Race Track MARC rail station Under smart growth planning some level of high density development

including residential use would be appropriate Furthermore the 65-acre Howard County parcel that is directly

across the rail line from Parcel is already zoned TOD Transit Oriented Development district TOD zoning

district in Howard County is reserved for key parcels of land within 3500 feet of MARC rail station It is intended

to encourage well-designed multi-use centers combining office and high-density residential development in an

effort to optimize the commuting potential of the MARC system while creating an attractive and safe multi-use

environment This parcel is currently in the approval process for development under this scenario The proposal is

for approximately 775 residential units along with approximately 770000 square feet of commercial space At

1200 square feet per residential unit this equates to an FAR of approximately 0.60 As this site is already in the

approval process construction could likely commence within few years and probably ahead of the Parcel and

land as an attempt at rezoning has yet to commence

Overall we believe the smart growth strategy is reasonable for the Howard County property In addition to

proximity to Fort Meade NSA and other major employment centers that are rapidly expanding due to BRAC it is

adjacent to MARC rail station that provides direct train access to the Washington D.C and Baltimore
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employment centers Accordingly it is not surprising that Marylands Governor OMalley announced in June 2010

that seven transit stops in Prince Georges and Montgomery Counties were going to receive state funds for

development assistance in an attempt to promote transit ridership and relocating offices near transit stations

While the Laurel Race Track MARC rail station was not included the nearby Laurel MARC rail station was

included

While rezoning is not mentioned for the subject site in current Anne Arundel County planning documents we

believe the subject property would be an excellent candidate for increased development density due to its variety

of positive location factors The state is recently on record as promoting development near transit stations and

given the level of development that is forthcoming due to BRAC increased density at the subject would be

reasonable expectation We discussed possible density for the subject property with the engineers However

they believed they could not make any predictions at this time due to the high level of uncertainty Thus to

determine potential development density for the subject property we have reviewed several other nearby

developments in addition to the 65-acre Howard County property previously discussed

The Arundel Gateway project is in the planning stages by Ribera Development and Greenberg Gibbons

Commercial This project will consist of approximately 300 acres in the southeastern quadrant of Route 198

Laurel Fort Meade Road and Route 295 Baltimore Washington Parkway This location is approximately one

mile east of the subject and is immediately south of Fort Meade Although final approvals are not in place the

developers plans call for approximately 1600 residential units 250000 square feet of retail and 100000 square

feet of office To equate this to FAR we have estimated residential units at 1600 square feet per unit with this

many units there will likely be much higher percentage of single-family townhouse units which suggests an

overall FAR of approximately 0.22

The former Coca-Cola property is located in Howard County on the north side of Route 100 adjacent to the

Dorsey MARC rail station The 122-acre site was acquired by Preston Partners in March 2010 for $18 million

Initially it was reported that they wanted to rezone the property for approximately 1400 multi-family residential

units and 1000000 square feet of office space At 1100 square feet per multi-family residential unit this equates

to an FAR of approximately 0.48 As of June 2010 the rezoning application was still pending but the density had

been decreased to 954 residential units and 650000 square feet of commercial space As some of the

residential units have been upgraded to townhouses we estimated the total development density to be

approximately 1900000 square feet This suggests an FAR of 0.36

Just south of Route 198 on Brock Bridge Road less than one mile south of the subject the Suburban Airport site

was specifically listed in Anne Arundel Countys 2009 General Development Plan as being potential high-

density site The Polm Companies control the 51-acre parcel and intend to develop approximately 1000 units

based on rezoning to R-22 This indicates 0.50 FAR based on an estimated 1100 square feet per unit The

rezoning is currently held up as the developer is being required to build new elementary school for western

Anne Arundel County in return for the increased density One report put the cost of the school at $20 million or

$18 per square foot of FAR

Patriot Realty developed Ashbury Court on Washington Boulevard U.S Route in Laurel in 2006 This location

is directly across U.S Route from the 65-acre Howard County site discussed on the previous page that is

adjacent to the Laurel Race Track MARC rail station Thus this site is within one-half mile of the subject

property much smaller project at 5.6 acres it was developed with 140-unit multi-family residential building

and 32000 square feet of retail This suggests approximately 186000 square feet of development density and

0.76 FAR
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ZONING CONCLUSIONS
For the purpose of this appraisal we have assumed that the Parcel DI D2 initial phase land can be

approved and developed with retail project containing 750000 square feet of retail space and 350 hotel rooms

which is in accordance with the approved Sketch Plan While the Sketch Plan calls for much of the parking

associated with these improvements to be in above-grade parking structures we believe that if the existing

racetrack and grandstand did not exist much of the site could be surface parked

Additionally we have assumed that Parcels and could be approved and developed with mixed-use project

at density of 0.5 FAR due to their proximity to the CSXIMARC commuter rail line This would permit

development of approximately 1.4 million square feet

Finally we have assumed that the less desirably-located Parcel would most likely be developed at much

lower density at ratio of 0.20 FAR This would permit development of approximately 1.05 million square feet

The future absorption of these parcels is also quite speculative and difficult to provide market support Generally

we believe that the pending implementation of the BRAG regulations in 2011 will have tremendously positive

impact on land development in the subjects local area Offices will need to be constructed to handle the

estimated 60000 defense and contractor jobs that are expected to move to Maryland many of which will be close

to Fort Meade and NSA Furthermore housing will need to be built to accommodate the approximately 4500

households that are expected to locate in Anne Arundel County as direct result of BRAG In terms of the

subject its 287 acres represent large parcel that provides the opportunity for creative mixed-use

development Its location is also advantageous in that it has frontage on the heavily traveled Route 198

immediately east of U.S Route and the City of Laurel and is less than two miles west of Baltimore Washington

Parkway Route 295 interchange Finally the location adjacent to the Laurel Race Track MARC rail station

provides the subject an inherent advantage compared to other potential development sites in that the State of

Maryland is committed to boosting development at transit stops

For all of these reasons we have estimated the absorption acquisition of the various phased development

parcels to be

Parcels Dl D2 four to six years

Parcels six to ten years

Parcel eight to twelve years
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HIGHEST AND BEST USE

HIGHEST AND BEST USE CRITERIA
The Dictionary of Real Estate Appraisal Fourth Edition 2002 publication of the Appraisal Institute defines the

highest and best use as

The reasonably probable and legal use of vacant land or an improved property which is

physically possible appropriately supported financially feasible and that results in the

highest value The four criteria the highest and best use must meet are legal permissibility

physical possibility financial feasibility and maximum profitability

In accordance with the clients instructions we have evaluated the subject site based on the hypothetical

condition that the subject property is unimproved land that is available to be put to its highest and best use

HIGHEST AND BEST USE OF PROPERTY AS VACANT

LEGALLY PERMISSIBLE

The zoning regulations in effect at the time of the appraisal determine the legal permissibility of potential use of

the subject site As described in the Zoning section the Laurel Park is zoned WI Industrial Park by Anne Arundel

County Permitted uses within this district include offices research and development laboratories and light

manufacturing including assembly Prohibited uses within this district include residential and community facility

uses Furthermore it is allowed to be developed under the C-3 district regulations as per the 2006 rezoning case

Based on our analysis in the Zoning section and as result of the November 2008 Sketch Plan approval we

believe that it is reasonable expectation that the initial phase Parcels Dl D2 can be developed with retail-

oriented uses and the subsequent properties can be developed with mixed-use development We are not aware

of any further legal restrictions that limit the potential uses of the subject

PHYSICALLY POSSIBLE

The physical possibility of use is dictated by the size shape topography availability of utilities and any other

physical aspects of the site The subject site is mostly irregular in shape and level at street grade It has good

frontage good access and good visibility The overall utility of the site is considered to be good

All public utilities are assumed to be available to the site in sufficient quantity to permit the proposed

development Overall the site is considered adequate to accommodate most permitted development possibilities

FINANCIALLY FEASIBLE AND MAXIMALLY PRODUCTIVE
For use to be seriously considered it must have the potential to provide sufficient return to attract investment

capital over alternative forms of investment positive net income or acceptable rate of return would indicate that

use is financially feasible

Financially feasible uses are those uses that can generate profit over and above the cost of acquiring the site

and constructing the improvements Determining the value of property upon completion of new construction

requires an in-depth analysis of the condition of the local market the location of the subject property the

proposed use of the property its tenancy owner-user single tenant multi-tenant level of pre-leasing an

estimate for absorbing vacant space leasing costs operating expenses market vacancy and rental rates

Of the uses that are permitted possible and financially feasible the one that will result in the maximum value for

the property is considered the highest and best use Determining which use is maximally productive is often
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straightforward but can be quite complicated Detailed analyses of values costs and returns will need to be

conducted for the various uses being put to this final test

CONCLUSION
We have considered the legal issues related to zoning and legal restrictions We have analyzed the physical

characteristics of the site to determine what legal uses would be possible and have considered the financial

feasibility of these uses to determine the use that is maximally productive

Considering the subject sites physical characteristics and location as well as the state of the local market it is

our opinion that the Highest and Best Use of the subject site as if vacant is retail hotel and mixed-use

development that will permit phased development of the various proposed parcels

VALUATION SERVICES
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VALUATION PROCESS

METHODOLOGY
There are three generally accepted approaches to developing an opinion of value Cost Sales Comparison and

Income Capitalization We have considered each in this appraisal to develop an opinion of the market value of the

subject property In appraisal practice an approach to value is included or eliminated based on its applicability to

the property type being valued and the quality of information available The reliability of each approach depends

on the availability and comparability of market data as well as the motivation and thinking of purchasers

The valuation process is concluded by analyzing each approach to value used in the appraisal When more than

one approach is used each approach is judged based on its applicability reliability and the quantity and quality

of its data final value opinion is chosen that either corresponds to one of the approaches to value or is

correlation of all the approaches used in the appraisal

We have considered each approach in developing our opinion of the market value of the subject property We
discuss each approach below and conclude with summary of their applicability to the subject property

COST APPROACH
The Cost Approach is based on the proposition that an informed purchaser would pay no more for the subject

than the cost to produce substitute property with equivalent utility This approach is particularly applicable when

the property being appraised involves relatively new improvements which represent the Highest and Best Use of

the land or when relatively unique or specialized improvements are located on the site for which there are few

improved sales or leases of comparable properties

In the Cost Approach the appraiser forms an opinion of the cost of all improvements depreciating them to reflect

any value loss from physical functional and external causes Land value entrepreneurial profit and depreciated

improvement costs are then added resulting in an opinion of value for the subject property

SALES COMPARISON APPROACH
The Sales Comparison Approach uses sales of comparable properties adjusted for differences to estimate

value for the subject property This approach typically uses unit of comparison such as price per square foot of

building area or effective gross income multiplier When developing an opinion of land value the analysis is based

on recent sales of sites of comparable zoning and utility and the typical units of comparison are price per square

foot of land price per acre price per unit or price per square foot of potential building area In both cases

adjustments are applied to the unit of comparison from an analysis of comparable sales and the adjusted unit of

comparison is then used to derive an opinion of value for the subject property

INCOME CAPITALIZATION APPROACH
The Income Capitalization Approach first determines the income-producing capacity of property by using

contract rents on existing leases and by estimating market rent from rental activity at competing properties for the

vacant space Deductions are then made for vacancy and collection loss and operating expenses The resulting

net operating income is divided by an overall capitalization rate to derive an opinion of value for the subject

property The capitalization rate represents the relationship between net operating income and value This

method is referred to as Direct Capitalization

Related to the Direct Capitalization Method is the Discounted Cash Flow Method In this method periodic cash

flows which consist of net operating income less capital costs and reversionary value are developed and
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discounted to present value using an internal rate of return that is determined by analyzing current investor yield

requirements for similar investments

SUMMARY
This appraisal employs the Sales Comparison Approach accompanied by and discounted cash flow analysis of

the land development process Based on our analysis and knowledge of the subject property type and relevant

investor profiles it is our opinion that this approach would be considered necessary and applicable for market

participants Typical purchasers do not generally rely on the Cost Approach when purchasing property such as

the subject of this report Furthermore because the subject property is specialized land use it is not typically

marketed purchased or sold on the basis of anticipated lease-income Therefore we have not employed the Cost

Approach or the Income Capitalization Approach to develop an opinion of market value
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LAND VALUA1ON
We used the Sales Comparison Approach to develop an opinion of land value We examined current offenngs

and analyzed prices buyers have recently paid for comparable sites If the comparable was superior to the

subject downward adjustment was made to the comparable sale If inferior an upward adjustment was made

The most widely used and marketoriented unit of comparison for properties with characteristics similar to those

of the subject is the price per square foot of potential building area Hotels are analyzed based on price per room

All transactions used in this analysis are based on the most appropriate method used in the local market

The major elements of comparison used to value the subject site include the property rights conveyed the

financial terms incorporated into the transaction the conditions or motivations surrounding the sale changes in

iriarket conditions since the sale the location of the real estate its utility and the physical characteristics of the

property

The retail site corn parables and our analysis are presented on the following pages
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DISCUSSION OF COMPARABLE RETAIL LAND SALES

MARKET CONDITIONS

Prior to the onset of the credit crisis in late-2007 land prices within the local market escalated Subsequently

they have generally stabilized or declined As of the date of appraisal there is no current market evidence that

land prices have declined since late 2007 due to dearth of land sales However due to the current economic

environment we believe that it is reasonable to conclude that land prices have declined Based on the dates of

sale we have adjusted accordingly in an attempt to reflect that land prices initially increased only to decline after

the onset of the financial crisis The lack of retail land sales is exhibited by the distance we had to go simply to

obtain somewhat recent retail land sales

COMPARABLE SALE No
This site was sold with approvals in place for development of 380000 square foot shopping center known as

Clemson Corner in Frederick Maryland The buyer had the property under contract for approximately five years

during the approval process which required having the property annexed into the City of Frederick in order to

gain access to public utilities The center will be anchored by 140000 square foot Wegmans food store as

well as Lowes and Marshalls An affiliate of Faison Enterprises acquired this site in August 2009 for total price

of $9600000 or $25.26 per square foot of potential building area

This comparable was considered to be inferior to the subject in terms of location It is also smaller development

which means less risk to the developer As the site was sold with all approvals in place downward adjustment

is warranted Furthermore part of the site will be sold to Target which will also make sizable contribution to the

site development costs suggesting downward adjustment After all adjustments this sale indicated value of

$28.80 per square foot of potential building area

COMPARABLE SALE No
This parcel is located between Baltimore National Pike Route 144 and 1-70 just west of the Monacacy River in

Frederick Construction of 120000 square foot grocery-anchored shopping center was planned within one

year of the site acquisition The buyer had the property under contract for 18-24 months during the rezoning

process Patrick Street Realty acquired this site in December 2008 for total price of $3500000 or $29.17 per

square foot of potential building area

This comparable was considered to have an inferior location to the subject This retail center is considerably

smaller than the subject warranting downward adjustment due to less risk on behalf of the operator While the

buyer assumed the responsibility of rezoning the site settlement was delayed during this process for which

downward adjustment is warranted After all adjustments this sale indicated value of $23.55 per square foot of

potential building area

COMPARABLE SALE No
This site is located on U.S Route 301 in the Brandywine section of Prince Georges County Maryland and is part

of the Brandywine Crossing shopping center The sale represents finished lot sale to Costco for construction of

148000 big box store Costco Wholesale Corporation acquired this site in July 2008 for total pnce of

$7233333 or $48.87 per square foot of potential building area

This comparable was considered to be similar to the subject in terms of location As the site was sold with all

approvals in place downward adjustment is warranted Furthermore it was sold as finished site which also

warrants downward adjustment Finally the potential building area is considerably smaller than for the subject

After all adjustments this sale indicated value of $19.79 per square foot of potential building area
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COMPARABLE SALE No
This site is located on U.S Route 301 in the Brandywine section of Prince Georges County Maryland and is part

of the Brandywine Crossing shopping center The sale represents finished lot sale to Target for construction of

127000 big box store Costco Wholesale Corporation acquired this site in July 2008 for total price of

$6650000 or $52.36 per square foot of potential building area

This comparable was considered to be similar to the subject in terms of location As the site was sold with all

approvals in place downward adjustment is warranted Furthermore it was sold as finished site which also

warrants downward adjustment Finally the potential building area is considerably smaller than for the subject

After all adjustments this sale indicated value of $18.85 per square foot of potential building area

COMPARABLE SALE No
The site is located on U.S Route 301 in southern Prince Georges County This is an assemblage of 21 parcels

of land acquired for construction of power center The majority of the site was acquired between December

2006 and March 2007 The buyer assembled the site as vacant industrial land and had it rezoned for the

proposed development total of 12 acres will be sold to Target for $6.65 million and 15 acres will be sold to

Costco for $7.0 million which will build their own stores at 127000 and 148000 square feet Faison Brandywine

Associates acquired this site in March 2007 for total price of $12751000 or $25.75 per square foot of potential

building area

This comparable was considered to have an inferior location to the subject As it was acquired prior to

entitlements no adjustment is warranted Furthermore part of the site will be sold to Target and Costco which

will also make sizable contributions to the site development costs suggesting downward adjustment After all

adjustments this sale indicated value of $23.24 per square foot of potential building area

CONCLUSION OF RETAIL SITE VALUE
We have reliance on each of the sales in our reconciliation for the subject Therefore we conclude that the

indicated retail site value by the Sales Comparison Approach is $20 per square foot of gross building area

DISCUSSION OF COMPARABLE HOTEL LAND SALES
The hotel site corn parables and our analysis are presented on the following pages
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MPLt 13 SALE No
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Furthermore it would also help explain why the number of hotel land sales have declined significantly during the

last two years While we have placed emphasis on all sales in our reconciliation for the subject we have taken

this into aecount Therefore we conclude that the indicated hotel site value by the Sales Comparison Approach is

$14000 per hotel room

DSCUSSON OF COMPARABLE MXEDUSE LAND SALES
The mixeduse site comparables and our analysis are presented on the following pages
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This comparable has superior location to the subject After all adjustments this sale indicated value of $7.70

per square foot of potential building area

COMPARABLE SALE No
This is the acquisition of multiple parcels along the eastern side of Telegraph Road just north of Route 175 and

just east of Fort Meade The parcels were improved with obsolete industrial buildings slated for demolition The

buyer already owns adjacent land and this acquisition gives them about 55 acres of contiguous land rezoning

to Town Center designation will be attempted to permit as much as 2.9 million square feet of mixed-use

development including retail office warehouse and residential Under current zoning they can build 1.8 million

square feet 1.33 FAR on the entire 55 acre site

This comparable has slightly inferior location to the subject Furthermore it is much larger project and an

upward adjustment for size is warranted After all adjustments this sale indicated value of $6.43 per square foot

of potential building area

COMPARABLE SALE No
This sale represents the three initial transactions in the assemblage of land that will become Arundel Gateway

Located in the southeastern quadrant of Maryland Routes 198 and 295 the site is just south of Fort Meade

Ribera Development and Greenberg Gibbons Commercial are planning mixed-use project containing 1600

residential units 250000 square feet of retail and 100000 square feet of office on approximately 300 acres As

these transactions represent about 60% of the assemblage we have estimated the potential building area at .75

million square feet 60% of 2.9 msf assuming the residential averages 1600 sf per unit

This comparable is located within one mile of the subject and is very similar After all adjustments this sale

indicated value of $13.64 per square foot of potential building area

COMPARABLE SALE No
This site is located in the southwest quadrant of the intersection of Route and Loudoun County Parkway The

proposed project underwent contested multi-year approval process which concluded in January 2007 The site

was approved for approximately million square feet of office space 700000 square feet of retail and 1000

residential units The developer is joint venture between Meridian and Miller Smith Our density estimate

assumes 1500 square feet per dwelling unit

This comparable has superior location to the subject warranting downward adjustment It is also significantly

larger warranting an upward adjustment for size After all adjustments this sale indicated value of $14.73 per

square foot of potential building area

CONCLUSION OF MIXED-USE SITE VALUE
We have placed greatest reliance on Land Sales and due to their proximity to the subject Therefore we

conclude that the indicated mixed-use site value by the Sales Comparison Approach is $10.00 per square foot of

gross building area

SITE VALUE RECONCILIATION

SELECTION OF DISCOUNT RATE
In projects with substantial risk some form of return is appropriate to the developer Thus the inclusion of profit or

entrepreneurial reward is appropriate Many considerations should be taken into account in reconciling an

appropriate rate for the subject including the risk in development timing stage of development cost of funds

etc
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We researched the subjects market for recent comparable land sales For additional support we spoke with

market participants and reviewed published investor surveys regarding current return requirements for land

developments The turmoil in the financial markets during September 2008 and the resulting credit crisis and

economic uncertainties continues to impact real estate markets The additional investment risks to land

investors/developers associated with the uncertainties of the current marketplace is evidenced by the lack of

recent comparable land sales by investors and developers as well as increased investor return requirements for

land developments The increase in investor return requirements for land developments reflect risks associated

with longer absorption periods and increased costs of
carry during the hold It can be inferred that as investor

return requirements increase due to these greater risks land values will decrease

The following table reflects historical investor return requirements unleveraged internal rates of return for the

National Development Land Market as referenced in the Korpacz Real Estate Investor Survey

National Development Land Market

2007-2Q 2007-40 2008-20 2008-4Q 2u09-20 2009-4Q 2010-2Q

Unleveraged IRR Low 10.00% 10.00% 10.00% 12.00% 12.00% 12.00% 15.00%

Unleveraged IRR High 25.00% 25.00% 25.00% 25.00% 30.00% 30.00% 30.00%

Unleveraged IRR Average 17.72% 17.21% 17.50% 18.58% 20.08% 19.67% 21 .25%

Source Korpacz Semi-Annual Investor Survey

As reflected by the prior table average investor IRRs for land developments decreased through the fourth quarter

2007 subsequently increased through the second quarter 2009 stabilized through the fourth quarter 2009 and

then increased through mid-year 2010 most recent data available The average unleveraged IRR is up 158

basis points from the fourth quarter of 2009 and assumes that entitlements are in place Without entitlements in

place certain investors increase the discount rate between 400 and 1500 basis points according to Korpacz

As second source RealtyRates.com 2nd Quarter 2010 Developer Survey indicates that discount rates for

subdivisions and PUDs with less than 100 units in the Mid-Atlantic are ranging from 15.69 percent to 35.92

percent and averaging 25.29 percent For projects with 100 to 500 units discount rates range from 16.08 percent

to 39.51 percent and average 26.69 percent

Overall development of the subject property is in the very early stages While Sketch Plan has been approved

for the 750000 square feet of retail and hotel site plan approval and formal rezoning must occur before the

property is officially entitled The balance of the property must undergo the complete rezoning process while

overcoming the fact that even the most recent General Development Plan does not identify the subject as being

recommended for higher density Furthermore the property is known to contain significant amount of flood

plain which will have to be addressed and could lead to additional site development costs since Anne Arundel

County is extremely sensitive to wetlands issues Finally it is known from the PoIm Companies proposed

development on Brock Bridge Road that moratorium is in place for large residential projects due to the lack of

school facilities in the western part of Anne Arundel County For these and other reasons we believe that

potential developer would consider the subject property to contain reasonable amount of risk Of course this

risk is partially offset by the fact that it has an advantageous location next to the Laurel Race Track MARC rail

station Consequently we believe discount rate of 20% per year would be appropriate without corresponding

line item for developer profit

PARCELS Dl D2 PHASE
Based on the Sketch Plan approval it is assumed that Parcels Dl D2 will be developed with 750000 square

feet of retail space and 350 hotel rooms Furthermore our appraisal is based on the hypothetical condition that

VALUATION SERVICES dib CUSHMAN
WAKEFIELD
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the racetrack and grandstands have been removed Thus surface parking can be provided instead of the

structured parking garages shown on the Sketch Plan

We also need to account for the fact that Parcels Dl D2 will likely not be ready for construction

commencement for three to five years due to the remaining necessary approvals Furthermore the economic

crisis has hit retail severely and there is virtually no new construction starts Thus we have discounted the

indicated value by an annual discount rate of 20% for five years

PARCELS

It is assumed that Parcels will be developed with 1400000 square feet of mixed-use space which we

have valued at current rate of $10.00 per square foot of FAR We also need to account for the fact that Parcels

will likely not be ready for construction commencement for an estimated six to ten years Thus we have

discounted the indicated value by an annual discount rate of 20% for eight years

PARCEL

It is assumed that Parcel will be developed with 1.05 million square feet of mixed-use space which we have

valued at current rate of $10.00 per square foot of FAR We also need to account for the fact that Parcel will

likely not be ready for construction commencement for an estimated eight to twelve years Thus we have

discounted the indicated value by an annual discount rate of 20% for ten years

The discounted cash flow analysis is presented on the following page
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RECONCILIATION AND FINAL VALUE OPINION

VALUATION METHODOLOGY REVIEW AND RECONCILIATION
This appraisal employs only the Sales Comparison Approach Based on our analysis and knowledge of the

subject property type and relevant investor profiles it is our opinion that this approach would be considered

necessary and applicable for market participants Typical purchasers do not generally rely on the Cost Approach

when purchasing property such as the subject of this report Furthermore because the subject property is

specialized land use it is not typically marketed purchased or sold on the basis of anticipated lease-income

Therefore we have not employed the Cost Approach or the Income Capitalization Approach to develop an

opinion of market value The approach indicated the following

Market Value
LAND VALUATION

As-Is

Parcels DI D2 $8000000

Parcels $3300000

Parcel $1700000

FINAL VALUE CONCLUSION $13000000

Camp/ed by Cushman Wakefe/dof Was/ivjton Inc

Although we valued these parcels individually we believe it is appropriate in this case to add the three individual

value condusions together to derive the final valuation conclusion Thus the final valuation conclusion is the sum

of the individual parts and no additional discounting is necessary

MARKET VALUE AS IS

Based on the Scope of Work agreed to with the Client and as outlined in the accompanying report we have

developed an opinion that the Market Value of the Fee Simple estate of the land area beneath the existing Laurel

Park horse racing facility as if it were vacant land and available to be developed to its highest and best use

subject to the assumptions and limiting conditions certifications extraordinary assumptions and hypothetical

conditions if any and definitions As-Is on July 15 2010 was

THIRTEEN MILLION DOLLARS

$13000000

EXPOSURE TIME
Based on our review of national investor surveys discussions with market participants and information gathered

during the sales verification process reasonable exposure time for the subject property at the value concluded

within this report would have been approximately twelve 12 months This assumes an active and professional

marketing plan would have been employed by the current owner
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ASSUMPTIONS AND LIMITING CONDITIONS
Report means the appraisal or consulting report and conclusions stated therein to which these Assumptions

and Limiting Conditions are annexed

Property means the subject of the Report

CW means Cushman Wakefield Inc or its subsidiary that issued the Report

Appraisers means the employees of CW who prepared and signed the Report

The Report has been made subject to the following assumptions and limiting conditions

No opinion is intended to be expressed and no responsibility is assumed for the legal description or for any

matters that are legal in nature or require legal expertise or specialized knowledge beyond that of real

estate appraiser Title to the Property is assumed to be good and marketable and the Property is assumed to

be free and clear of all liens unless otherwise stated No survey of the Property was undertaken

The information contained in the Report or upon which the Report is based has been gathered from sources

the Appraiser assumes to be reliable and accurate The owner of the Property may have provided some of

such information Neither the Appraiser nor CW shall be responsible for the accuracy or completeness of

such information including the correctness of estimates opinions dimensions sketches exhibits and factual

matters Any authorized user of the Report is obligated to bring to the attention of CW any inaccuracies or

errors that it believes are contained in the Report

The opinions are only as of the date stated in the Report Changes since that date in external and market

factors or in the Property itself can significantly affect the conclusions in the Report

The Report is to be used in whole and not in part No part of the Report shall be used in conjunction with any

other analyses Publication of the Report or any portion thereof without the prior written consent of CW is

prohibited Reference to the Appraisal Institute or to the MAI designation is prohibited Except as may be

otherwise stated in the letter of engagement the Report may not be used by any persons other than the

partyies to whom it is addressed or for purposes other than that for which it was prepared No part of the

Report shall be conveyed to the public through advertising or used in any sales promotion offering or SEC

material without CWs prior written consent Any authorized users of this Report who provides copy to or

permits reliance thereon by any person or entity not authorized by CW in writing to use or rely thereon

hereby agrees to indemnify and hold CW its affiliates and their respective shareholders directors officers

and employees harmless from and against all damages expenses claims and costs including attorneys

fees incurred in investigating and defending any claim arising from or in any way connected to the use of or

reliance upon the Report by any such unauthorized persons or entityies

Except as may be otherwise stated in the letter of engagement the Appraiser shall not be required to give

testimony in any court or administrative proceeding relating to the Property or the Appraisal

The Report assumes responsible ownership and competent management of the Property there are no

hidden or unapparent conditions of the Property subsoil or structures that render the Property more or less

valuable no responsibility is assumed for such conditions or for arranging for engineering studies that may be

required to discover them full compliance with all applicable federal state and local zoning and

environmental regulations and laws unless noncompliance is stated defined and considered in the Report

and all required licenses certificates of occupancy and other governmental consents have been or can be

obtained and renewed for any use on which the value opinion contained in the Report is based

CUSHMANVALUATION SERVICES
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The physical condition of the improvements considered by the Report is based on visual inspection by the

Appraiser or other person identified in the Report CW assumes no responsibility for the soundness of

structural components or for the condition of mechanical equipment plumbing or electrical components

The forecasted potential gross income referred to in the Report may be based on lease summaries provided

by the owner or third parties The Report assumes no responsibility for the authenticity or completeness of

lease information provided by others CW recommends that legal advice be obtained regarding the

interpretation of lease provisions and the contractual rights of parties

The forecasts of income and expenses are not predictions of the future Rather they are the Appraisers best

opinions of current market thinking on future income and expenses The Appraiser and CW make no

warranty or representation that these forecasts will materialize The real estate market is constantly

fluctuating and changing It is not the Appraisers task to predict or in any way warrant the conditions of

future real estate market the Appraiser can only reflect what the investment community as of the date of the

Report envisages for the future in terms of rental rates expenses and supply and demand

Unless otherwise stated in the Report the existence of potentially hazardous or toxic materials that may have

been used in the construction or maintenance of the improvements or may be located at or about the

Property was not considered in arriving at the opinion of value These materials such as formaldehyde foam

insulation asbestos insulation and other potentially hazardous materials may adversely affect the value of

the Property The Appraisers are not qualified to detect such substances CW recommends that an

environmental expert be employed to determine the impact of these matters on the opinion of value

Unless otherwise stated in the Report compliance with the requirements of the Americans with Disabilities

Act of 1990 ADA has not been considered in arriving at the opinion of value Failure to comply with the

requirements of the ADA may adversely affect the value of the Property CW recommends that an expert in

this field be employed to determine the compliance of the Property with the requirements of the ADA and the

impact of these matters on the opinion of value

If the Report is submitted to lender or investor with the prior approval of CW such party should consider

this Report as only one factor together with its independent investment considerations and underwriting

criteria in its overall investment decision Such lender or investor is specifically cautioned to understand all

Extraordinary Assumptions and Hypothetical Conditions and the Assumptions and Limiting Conditions

incorporated in this Report

In the event of claim against CW or its affiliates or their respective officers or employees or the Appraisers

in connection with or in any way relating to this Report or this engagement the maximum damages

recoverable shall be the amount of the monies actually collected by CW or its affiliates for this Report and

under no circumstances shall any daim for consequential damages be made

If the Report is referred to or included in any offering material or prospectus the Report shall be deemed

referred to or included for informational purposes only and CW its employees and the Appraiser have no

liability to such recipients CW disclaims any and all
liability to any party other than the party that retained

CW to prepare the Report

1ii CUSHMAH
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Any estimate of insurable value if included within the agreed upon scope of work and presented within this

report is based upon figures derived from national cost estimating service and is developed consistent with

industry practices However actual local and regional construction costs may vary significantly from our

estimate and individual insurance policies and underwriters have varied specifications exclusions and non-

insurable items As such we strongly recommend that the Client obtain estimates from professionals

experienced in establishing insurance coverage for replacing any structure This analysis should not be relied

upon to determine insurance coverage Furthermore we make no warranties regarding the accuracy of this

estimate

By use of this Report each party that uses this Report agrees to be bound by all of the Assumptions and

Limiting Conditions Hypothetical Conditions and Extraordinary Assumptions stated herein

VALUATION SERVICES
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CERTIFICATION OF APPRAISAL
We certify that to the best of our knowledge and belief

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

The reported analyses opinions and condusions are limited only by the reported assumptions and limiting

conditions and are our personal impartial and unbiased professional analyses opinions and conclusions

We have no present or prospective interest in the property that is the subject of this report and no personal

interest with respect to the parties involved

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

this assignment

Our engagement in this assignment was not contingent upon developing or reporting predetermined results

Our compensation for completing this assignment is not contingent upon the development or reporting of

predetermined value or direction in value that favors the cause of the client the amount of the value opinion

the attainment of stipulated result or the occurrence of subsequent event directly related to the intended

use of this appraisal

The reported analyses opinions and conclusions were developed and this report has been prepared in

conformity with the requirements of the Code of Professional Ethics Standards of Professional Appraisal

Practice of the Appraisal Institute which include the Uniform Standards of Professional Appraisal Practice

The use of this report is subject to the requirements of the Appraisal Institute relating to review by its duly

authorized representatives

Todd Canterbury MAI made personal inspection of the property that is the subject of this report

Todd Canterbury MAI has previously appraised the subject property within the last three years

Nobody provided significant real property appraisal assistance to the person signing this report

As of the date of this report Todd Canterbury MAI has completed the continuing education program of the

Appraisal Institute

Todd Canterbury MAI

Senior Director

MD Certified General Appraiser

License No 10763

todd.canterbury@cushwake.com

202 739-0386 Office Direct

202 223-8963 Fax
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GLOSSARY OF TERMS DEFINITIONS
The following definitions of pertinent terms are taken from The Dictionary of Real Estate Appraisal Fourth Edition 2002 published by the Appraisal Institute

Chicago IL as well as other sources

AccRUED DEPRECIATION

In appraisal loss in property value from any cause the difference between the reproduction or replacement cost of an improvement on the effective date of

the appraisal and the market value of the improvement on the same date In regard to improvements depreciation encompasses both deterioration and

obsolescence In accounting an allowance made against the loss in value of an asset for defined purpose and computed using specific method

BAND OF INVESTMENT ANALYSIS

technique in which the capitalization rates attributable to components of capital investment are weighted and computed to derive weighted average rate

attributable to the total investment

CASH EQUIVALENCE

price expressed in terms of cash as distinguished from price expressed totally or partly in terms of the face amounts of notes or other securities that cannot be

sold at their face amounts Calculating the cash-equivalent price requires an appraiser to compare transactions
involving atypical financing to transactions

involving comparable properties financed at typical market terms

ELLWOOD FORMULA
Yield capitalization method that provides formulaic solution for developing capitalization rate for various combinations of equity yields and mortgage terms

The formula is applicable only to properties with stable or stabilized income streams and properties with income streams expected to change according to the J- or

K-factor pattern

EXPOSURE TIME

The length of time the property being appraised would have been offered on the market prior to the hypothetical consummation of sale at the market value on

the effective date of the appraisal Exposure time is presumed to precede the effective date of the appraisal

The reasonable exposure period is function of price time and use It is not an isolated opinion of time alone Exposure time is different for various types of

property and under various market conditions It is retrospective opinion based on an analysis of past events assuming competitive and open market It

assumes not only adequate sufficient and reasonable time but adequate sufficient and reasonable marketing effort Exposure time and conclusion of value are

therefore interrelated

EXTRAORDINARY ASSUMPTIONS
An extraordinary assumption is an assumption directly related to specific assignment which if found to be false could alter the appraiseIs opinions or

conclusions Extraordinary assumptions presume as fact otherwise uncertain information about physical legal or economic charactenstics of the subject property

or about conditions external to the property such as market conditions or trends or about the integrity of data used in an analysis

FEE SIMPLE ESTATE
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

HYPoTHETIcAL CONDITIONS

hypothetical condition is that which is contrary to what exists but is supposed for the purpose of analysis Hypothetical conditions assume conditions contrary to

known facts about physical legal or economic characteristics of the subject property or about conditions external to the property such as market conditions or

trends or about the integrity of data used in an analysis

INSURABLE VALUE

The value of an asset or asset group that is covered by an insurance policy can be estimated by deducting costs of noninsurable items e.g land

value from market value

Value used by insurance companies as the basis for insurance Often considered to be replacement or reproduction cost plus allowances for debris

removal or demolition less deterioration and noninsurable items Sometimes cash value or market value but often entirely cost concept Marshall

Swift LP

LEASED FEE INTEREST

An ownership interest held by landlord with the rights
of use and occupancy conveyed by lease to others The rights of the lessor the leased fee owner and the

lessee are specified by contract terms contained within the lease

LEASEHOLD INTEREST

The interest held by the lessee the tenant or renter through lease transferring the rights of use and occupancy for stated term under certain conditions

MARKET RENT
The most probable rent that property should bring in competitive and open market reflecting all conditions and restrictions of the specified lease agreement

including term rental adjustment and revaluation permitted uses use restrictions and expense obligations the lessee and lessor each acting prudently and

knowledgeably and assuming consummation of lease contract as of specified date and the passing of the leasehold from lessor to lessee under conditions

whereby

Lessee and lessor are typically motivated

VALUATION SERVICES
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Both parties are well informed or well advised and acting in what they consider their best interests

reasonable time is allowed for exposure in the open market

The rent paysient is made in terms of cash in United States dollars and is expressed as an amount per time period consistent with the payment

schedule of the lease contract

The rental amount represents the normal consideration for the property lease unaffected by special fees or concessions granted by anyone associated

with the transaction

MARKET VALUE
The following definition of market value is cited in The Dictionary

of Real Estate Appraisal

The most probable price which property should bring in competitive and open market under all conditions requisite to fair sale the buyer and seller each

acting prudently and knowledgeably and assuming the price is not affected by undue stimulus Implicit in this definition is the consummation 01 sale as of

specified date and the passing of title from seller to buyer under conditions whereby

Buyer and seller are typically motivated

Both parties are well informed or well advrsed and acting in what they consider their best interests

reasonable time is allowed for exposure in the open market

Pament is made in terms of cash in United States dollars or in terms of financial arrangements comparable thereto and

The price represents the normal consideration for the property sold unaffected by special or creative financing or sates concessions granted by anyone

associated with the sale 12 C.F.R Part 34.42g Federal Register 34696 August 24 1990 as amended at 57 Federal Register 12202 April 1992

59 Federal Register 29499 June 994

MORTGAGE-EQUITY ANALYSIS

Capitalization and investment analysis procedures that recognize how mortgage terms and equity requirements affect the value of income-producing property

OPERATING EXPENSES

Other Taxes Fees Permits Personal property taxes sales taxes utility taxes fees and permit expenses

Property Insurance Coverage for loss or damage to the property caused by the perils of fire lightning extended coverage perils vandalism and malicious

mischief and additional perils

Management Fees The sum paid for management services Management services may be contracted for or provided by the property owner Management

expenses may include supervision on-site offices or apartments for resident managers telephone service clerical help legal or accounting services

printing and postage and advertising Management fees may occasionally be included among recoverable operating expenses

Total Administrative Fees Depending on the nature of the real estate these usually include professional fees and other general administrative expenses

such as rent of offices and the services needed to operate the property Administrative expenses can be provided either in the following expense

subcategories or in bulk total Professional Fees Fees paid for any professional services contracted for or incurred in property operation or Other

Administrative Any other general administrative expenses incurred in property operation

Heating Fuel The cost of heating fuel purchased from outside producers The cost of heat is generally tenant expense In single-tenant industrial or retail

properties and apartment projects with individual heating units
It is major expense item shown in operating statements for office buildings and many

apartment properties The fuel consumed may be coal oil or public steam Heating supplies maintenance and workers wages are included In this expense

category under certain accounting methods

Electricity The cost of electricity purchased from outside producers Although the cost of electncity for leased space is frequently tenant expense and

therefore not included in the operating expense statement the owner may be responsible for lighting public areas and for the power needed to run elevators

and other building equipment

Gas The cost of gas purchased from outside producers When used for heating and air conditioning gas can be major expense item that is either paid by

the tenant or reflected in the rent

Water Sewer The cost of water consumed including water specially treated for the circulating ice water system or purchased for drinking purposes The

Cost of water is major consideration for industrial plants that use processes depending on water and for multifamily projects in which the cost of sewer

service usually ties to the amount of water used It is also an important Consideration for laundries restaurants taverns hotels and similar operations

Other Utilities The cost of other utilities purchased from outside producers

Total Utilities The cost of utilities net of energy sales to stores and others Utilities are services rendered by public and private utility companies e.g
electricity gas heating fuel water/sewer and other utilities providers Utility expenses can be provided either in expense subcategories or in bulk total

Repairs Maintenance All expenses incuned for the general repairs and maintenance of the building including common areas and general upkeep

Repairs and maintenance expenses include elevator HVAC electrical and plumbing structuraliroof and other repairs and maintenance expense items

Repairs and Maintenance expenses can be provided either in the following expense subcategories or in bulk total Elevator The expense of the

contract and any additional expenses for elevator repairs and maintenance This expense item may also include escalator repairs and maintenance

HVAC The expense of the contract and any additional expenses for heating ventilation and air-conditioning systems Electrical Plumbing The

expense of all repairs and maintenance associated with the propertys electrical and plumbing systems Structural/Roof The expense of all repairs and

maintenance associated with the propert/s building structure and roof Pest Control The expense of insect and rodent control Other Repairs

Maintenance The cost of any other repairs and maintenance items not specifically included in other expense categories

Common Area Maintenance The common area is the total area within property that is not designed for sale or rental but is available for common use by

all owners tenants or their invitees e.g parking and its appurtenances malls sidewalks landscaped areas recreation areas public toilets truck and

service facilities Common Area Maintenance CAM expenses can be entered in bulk or through the sub-categories Utilities Cost of utilities that are
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included in CAM charges and passed through to tenants Repair Maintenance Cost of repair and maintenance items that are included in CAM charges

and passed through to tenants Parking Lot Maintenance Cost of parking lot maintenance items that are included in CAM charges and passed through

to tenants Snow Removal Cost of snow removal that are included in CAM charges and passed through to tenants Grounds Maintenance Cost of

ground maintenance items that are included in CAM charges and passed through to tenants Other CAM expenses are items that are included in CAM

charges and passed through to tenants

Painting Decorating This expense category is relevant to residential properties where the landlord is required to prepare dwelling unit for occupancy in

between tenancies

Cleaning Janitorial The expenses for building cleaning and janitorial services for both daytime and night-time cleaning and janitorial service for tenant

spaces public areas atriums elevators restrooms windows etc Cleaning and Janitorial expenses can be prowded either in the following subcategories or

entered in bulk total Contract Services The expense of cleaning and janitorial services contracted for with outside service providers Supplies

Materials Misc The Cost any cleaning materials and any other janitorial supplies required for property cleaning and janitorial services and not covered

elsewhere Trash Removal The expense of property trash and rubbish removal and related services Sometimes this expense item includes the cost of

pest control and/or snow removal .4 Other Cleaning/Janitorial Any other cleaning and janitorial related expenses not included in other specific expense

categories

Advertising Promotion Expenses related to advertising promotion sales and publicity and all related printing stationary artwork magazine space

broadcasting and postage related to marketing

Professional Fees All professional fees associated with property leasing activities including legal accounting data processing and auditing costs to the

extent necessary to satisfy tenant lease requirements and permanent lender requirements

Total Payroll The payroll expenses for all employees involved in the ongoing operation of the property but whose salaries and wages are not included in

other expense categories Payroll expenses can be provided either in the following subcategories or entered in bulk total Administrative Payroll The

payroll expenses for all employees involved in on-going property administration Repair Maintenance Payroll The expense of all employees involved in

on-going repairs and maintenance of the property Cleaning Payroll The expense of all employees involved in providing on-going cleaning and janitorial

services to the property Other Payroll The expense of any other employees involved in providing services to the property not covered in other specific

categories

Security Expenses related to the security of the Lessees and the Property This expense item includes payroll contract services and other security

expenses not covered in other expense categories This item also includes the expense of maintenance of security systems such as alarms and closed

circuit television CCTV and ordinary supplies necessary to operate security program including batteries control forms access cards and security

uniforms

Roads Grounds The cost of maintaining the grounds and parking areas of the property This expense can vary widely depending on the type of property

and its total area Landscaping improvements can range from none to extensive beds gardens and trees In addition hard-surfaced public parking areas

with drains lights and marked car spaces are subject to intensive wear and can be costly to maintain

Other Operating Expenses Any other expenses incurred in the operation of the property not specifically covered elsewhere

Real Estate Taxes The tax levied on real estate i.e on the land appurtenances improvements structures and buildings typically by the state county

and/or municipality in which the property is located

PROSPECTIVE VALUE OPINION
forecast of the mlue expected at specified future date prospective value opinion is most frequently sought in connection with real estate projects that are

proposed under construction or under conversion to new use or that have not achieved sellout or stabilized level of long-term occupancy at the time the

appraisal report is written

PROSPECTIVE VALUE UPON REACHING STABILIZED OCCUPANCY
The value of

property as of point in time when all improvements have been physically constructed and the property has been leased to its optimum level of

long-term occupancy At such point all capital outlays for tenant improvements leasing commissions marketing costs and other carrying charges are assumed to

have been incurred

VALUE AS Is

The value of specific ownership rights to an identified parcel of real estate as of the effective date of the appraisal It relates to what physically exists and is legally

permissible and excludes all assumptions concerning hypothetical market conditions or possible rezoning
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ii1I CUSHMAN
Todd Canterbury MN WAKEFUELDs
Senior Drector

Cushman Wakefield of Washington D.C Inc
1717 Pennslvania Avenue NW Suite 500Wan DC 20006

202-739.0386 Tel

202-223-8963 Fax

oicanterburycushwake.crn

July 72010

Rocco Uscio CA
Executive Vice President and Chief Financial Officer

Ml DEvELoPMENTs INC

455 Magna Drive

Aurora Ontario L4G 7A9

Re Laurel Park

3600 Laurel Fort Meade Road

Laurel MD 20724

Dear Mr Liscio

Thank you for requesting our proposal for appraisal services This proposal letter will become upon your

acceptance our letter of engagement to provide the services outlined herein

TERMS OF ENGAGEMENT

PROBLEM IDENTIFICATION

The Parties To This Agreement The undersigned Cushman Wakefield affiliated company and

Ml DEVELOPMENTS INC herein at times referred to as client

Intended Users The Client and its auditors EY are the identified Intended

Users of the appraisal Additonally the appraisal will be filed

with securities regulators as part of the Client public filings The

appraisal may not be distributed to or relied upon by other

persons or entities

Intended Use Internal review by the Client and its auditors

Type of Opinion and Rights The Market value of the Fee Simple Interest of the subject land

Appraised is to be appraised as if vacant and available to be developed

at its highest and best use

The market value of the subject property under its current use

as horse racing facility will not be analyzed

Date Of Value Date of Inspection

Subject of the Assignment and The subject property is to be the property known as Laurel

Relevant Characteristics Park as identified as Anne Arundel County tax parcel 04-000-

03593300 which consists of approximately 287.23 acres

Assignment Conditions The assignment will incorporate extraordinary assumptions

and/or hypothetical conditions only as needed
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II ANTIcIPATED SCOPE OF WORK

USPAP Compliance The undersigned Cushman Wakefield affiliated company
and/or its designated affiiate or subsidiary herein at timesCW will develop an appraisal in accordance with USPAP
and the Code of Ethics and Certification Standards of the

Appraisal Institute

General Scope of Work Property Inspection to the extent necessary to adequately

identify the real estate

Research relevant market data in terms of quantity quality
and geographic comparability to the extent

necessary to

produce credible appraisal results

Consider and develop those approaches relevant and

applicable to the appraisal problem Based on our

discussions with the Client we anticipate developing the

following valuation approaches although the final

determination will be made by the appraiser

Income Capitalization Approach through the incorporation

of discounted cash flow analysis of the potential land

development

Sales Comparison Approach

III REPORTiNG AND DISCLOSURE

Scope of Work Disclosure The actual Scope of Work will be reported within the report

Reporting Option The appraisal will be communicated in Self-Contained report

Fee $6000 All invoices are duo upon receipt The Client shall be

solely responsible for CWs fees Acknowledgement of this

obligation is made by the countersignature to this agreement by

an authorized representative

Additional Expenses Fee quoted is inclusive of expenses related to the preparation

of the report

Retainer retainer is not required for this assignment in order to

commence work

Report Copies The report will be delivered in electronic format Up to three

hard copies will be provided upon request

Start Date The appraisal process will initiate upon receipt of signed

agreement applicable retainer and the receipt of the property

specific data

Acceptance Date This proposal is subject to withdrawal if the engagement letter

is not executed by the Cliert within four business days

Report Delivery July 19 2010 assuming prompt receipt of necessary property

information Payment of the fee shall be due and payable upon

delivery of the report

CUSHMAN
WAKEFIELD
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Changes to Agreement The identity of the Client intended users or intended use the

date of value type of value or interest appraised or property

appraised cannot be changed without new agreement

Prior Service Disclosure The engaging or principal appraiser has provided services

regarding the subject property within the prior three years

Conflicts of Interest CW adheres to strict internal conflict of interest policy If we
discover in the preparation of our appraisal conflict with this

assignment we reserve the right to withdraw from the

assignment without penalty

Further Conditions of Engagement The Conditions of Engagement attached hereto are

ncorporated herein and are part of this letter of engagement

Thank you for calling on us to render these services and we look forward to working with you

Sincerely

CUSHMAN WAKEFIELD OF WASHINGTON D.C INC

Todd Canterbury MA
Senior Director

cc

By

Title Executive Vice President and Chief Financial Officer

Date 9//o

E-mail Address/Phone Fax Nos Rocco lisciomidevelopments.com

905-726-7507

CUSHMAN
WAKEFIELD

AGREED
CLIENT Mt DEVELOPMENTS



Information Needed to Complete the Assignment

CAN NOT BEGIN APPRAISAL WITHOUT

Tax Parcel Numbers for all parcels Maryland must have tax bill for each parcel
Current Rent Roll

Historical Operating Statements past 2-3 years
Current or Proposed Operating Budget

Recent Reconciliation for Tenant Operating Expense Reimbursements
Current Sale Contact

Copy of Ground Lease if applicable

HELPFUL

Site Plan

Leases or Lease Abstracts

Copy of Offering Memorandum or Loan Submission Package

ARGUS discounted cash flow analysis model

Details on Tenant Changes known move-outs non-renewals early terminations pending leases
Details on Miscellaneous Income antenna storage parking etc
Details on Percentage Rents Received

Details on Recent Capital Improvements and or Capital Improvement Budget
Capital Improvement Budget

Details of Proposed Redevelopment Plans if applicable

Details of Excess Land Area if applicable

Tenant Improvement Costs for Recent Lease Deals

Details on Major Easements Encumbering the Property

IF AVAILABLE

Legal Description

Construction Costs if recently built

Recent Environmental of Hazardous Material Study

Recent ADA American Disabilities Act Study

Todd Canterbury MAI

Cushman Wakefield of Washington DC
1717 Pennsylvania Avenue NW
Suite 500

Washington DC 20006

Phone 202-739-0386

Fax 202-223-8963

E-Mail tpdd.canterburvcushwake.com

CUSHMAN
WAKEFIELD



CONDITIONS OF ENGAGEMENT

The Client and any Intended Users identified herein should consider the appraisal as only one factor together with its

independent investment considerations and underwriting criteria in its overall investment decision The appraisal cannot
be used by any party or for any purpose other than as specified in this engagement letter

Federal banking regulations require banks and savings and loan associations to employ appraisers where FIRREA
compliant appraisal must be used in connection with mortgage loans or other transactions involving fedeally regulated

lending nstitutions induding mortgage bankers/brokers Because of that requirement this appraisal if ordered

independent of financial institution or agent may not be accepted by federally regulated financial institution This

appraisa will be prepared in accordance with the Uniform Standards of Professional Appraisal Practice of The Appraisal

Foundation the Standards of Professional Practice and the Code of Ethics of the Appraisal Institute

The appraisal report will be subject to our standard Assumptions and Limiting Conditions which will be incorporated into

the appraisal All users of the appraisal report are specifically cautioned to understand any Extraordinary Assumptions
and Hypothetical Conditions which may be employed by the appraiser and incorporated into the appraisal

The appraisal report or our name may not be used in any offering memoranda or other investment material without the

prior written consent of CW which may be given at the sole discretion of CW Any such consent if given shall be
conditioned upon our receipt of an indemnification agreement from party satisfactory to us and in form satisfactory to

us Furthermore Client agrees to pay the fees of CWs legal counsel tar the review of the material which is the subject
of the requested consent If the appraisal is referred to or included in any offering material or prospectus the appraisal
shall be deemed referred to or included for informational purposes only and CW its employees and the appraiser have
no liabilitl to such recipients CW disclaims any and all liability to any party other than the party which retained CW
to prepare the appraisal

In the event the Client provides copy of this appraisal to or permits reliance thereon by any person or entity not an
identified Intended User at the time of the assignment and authorized by CW in writing to use or rely thereon Client

hereby agrees to indemnify and hold CW its affiliates and the respective shareholders directors officers and

employees harmless from and against all damages expenses claims and costs including attorneys fees incurred in

investigating and defending any claim arising from or in any way connected to the use of or reliance upon the appraisal

by any such unauthorized person or entity

The balance of the fee for the appraisal will be due upon delivery of the report Payment of the fee is not contingent on
the appraised value outcome of the consultation report loan dosing or any other preranged condition Additional

tees will be charged on an hourly basis for any work which exceeds the scope of this proposal including performing
additional valuation scenarios additional research and conference calls or meetings with any party which exceed the

time allotted by CW for an assignment of this nature If we are requested to stop working on this assignment for any
reason prior to our completion of the appraisal CW will be entitled to bill the Client for the time expended to date atCWs hourly rates for the personnel involved

II CW or any of its affiliates or any of their respective employees receives subpoena or other judicial command to

produce documents otto provide testimony involving this assignment in connection with lawsuit or proceeding CW
will use reasonable efforts to notify the Client of our receipt of same However if CW or any of its affiliates are not

party to these proceedings Client agrees to compensate CW or its affiliate for the professional time and reimburse
CW or its affiliate for the actual expense that it incurs in responding to any such subpoena or judicial command
including attorneys fees if any as they are incurred CW or its affiliate will be compensated at the then prevailing

hourly rates of the personnel responding to the subpoena or command for testimony

By signing this agreement Client expressly agrees that its sole and exclusive remedy for any and all losses or damages
relating to this agreement or the appraisal shall be limited to the amount of the appraisal fee paid by the Client In the

event that the Client or any Other party entitled to do so makes claim against CW or any of its affiliates or any of

their respective officers or employees in connection with or in any way relating to this engagement or the appraisal the

maximum damages recoverable from CW or any of its affiliates or their respective officers or employees shall be the

amount of the monies actually collected by CW or any of its affiliates for this assignment and under no circumstances
shall any claim for consequential damages be made

It is acknowledged that any opinions and conclusions expressed by the professionals of CW or its affiliates during this

assignment are representations made as employees and not as individuals CWs or its affiliates responsibility is

limited to the Client and use of our product by third parties shall be solely at the risk of the Client and/or third parties

10 The fees and expenses shall be due CW as agreed in this letter If it becomes necessary to place collection of the

fees and expenses due CW in the hands of collection agent and/or an attorney whether or not legal action is filed

Client agrees to pay all fees and expenses including attorneys fees incurred by CW in connection with the collection or

attempted collection thereof

1A CUSHMAN
WAKEFIELD
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LAND SALE COMPARABLE

Site Area Acres

Site Area SqFt

Zornng

Utility

Access

Frontage

Visibility

Shape

Topography

Clemson Corner

US Route 15 MD Route 26

Frederick MD 21701

MSA Washington

Frederick County

Property Type

Property Subtype

ID

APN

Land

Retail

175146

28535031

SALE INFORMATION

Status Reco rd ed Sale Price per SqFt $585

Sale Date 812009 Price per AcreS $254777

Sale Price $9600000 Price per Building Area $2526

Grantor Clemson Properties Price per Potential Units N/A

Grantee Clemson Corner LLC

Value Interest Fee Simple

Ground Lease No

lATIONOMMENTS
N/A

QMMENTS
This site is located at the intersection of US Route 15 and Maryland Route 26 in Frederick Faison Enterprises

acquired the site for the construction of Clemson Corner shopping center which will be anchored by 140000

square foot Wegmans Other anchor tenants will be Lowes and Marshalls Faison had spent five years gaining

approvals for the shopping center which included having the land annexed into the City of Frederick in order to

obtain access to public water

VALUA1 ION SERVICES
Jt1I1 CIJSHMAN
it WAKEFIELD

PROPERTY INFORMATION

3768 Public Utilities All Available

641 267 Electricity N/A

C3 Water N/A

Good Sewer N/A

Good Gas N/A

Good Proposed Use Shopping Center

Good Maximum FAR 023

Irregular Building Area 380000

Irregular Potential Units N/A



Groceryi

LAND SALE COMPARABLE-2

Cou ty

Property Type

Property Subtype

ID

Retail

154362

02- 71 145

Recorded Sate

/2008

$3500050

Gladhill Bare et al

Patrick Street Realty

Fee Sirnp

N/A

Price per SqFt

Price perA re

Price per Building Area

Price per Potential Units

$740

3322 284

$20 17

N/A

till1 CUSHMAN
WAKEFIELD4

10.86

473149

GD

Good

Public Utilities

Electricity

Water

Sewer

All Available

N/A

N/A

N/A

Lood

Good

Good

Irregular

Level

3as

Proposed Use

Maximum FAR

Building Area

Potential Units

N/A

Shopping enter

N/A

120 000

N/A

art

us



PROPERTY NFORMATON

Site Area Acres

Site Area SqFt

Zoning

AGcess

Frontage

Visibility

Shape

Topography

Public Utilities

Electricity

Water

Sewer

Good Gas

Good Proposed Use

Good Maximum FAR

Irregular Building Area

Level Potential Units

All Available

Yes

Yes

Yes

Yes

Shopping Center

N/A

148000

N/A

SALE INFORMATION

Sale Status Recorded Sale Price per SqFt $9 76

Sale Date 7/2008 Price per Acre $424990

Sale Pr cc $7233333 Price per Building Area $4887

Grantor Faison Brandywine LLC Price per Potential Units N/A

Grantee Costco Wholesale Corporation

Value Interest Fee Simple

Ground Lease No

ATON COMMENTS
Seller

TS

This was the sale of finished parcel located within the Brandywine Crossing Shopping Center development The

72acre power center project is located along the east side of Cram Highway at the intersection of Metapeake

Business Drive Upon completion the Brandywine Crossing Shopping Center will be improved with 190000 SF

power center plus two shadow anchors including 127000 SF Target store site acquired separately and

148000 SF Costco store Costco acquired this 1702 acre parcel for $3000000 plus $4233000 for site

mpovernent costs completed by the land developer

VALUATION SERVICFS
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1702

741391

CSC
Good



LAND SALE COMPARABLE

1E

Recorded Sale

7/2008

$6650000

aicn indywme LLC

Target Corporation

Fee Simple

No

Price per Sqt

Pnce per Acre

rico pe Buiklmg Area

Pnce per Potentml Units

$14 17

$617456

$52 36

N/A

CIJSHMAN
WAKEFIELD

1017

460100

CSG
Good

Good

Good

Excellent

Irregular

Level

Publlc tJtilities

Electricity

Water

Sewer

Gas

Proposed Use

Maximum FAft

Building Area

Potential Units

All Availab

Yes

Yes

Yes

Yes

Shoppmg Center

N/A

127000

N/A



LAND SALE COMPARABLE-5

Brandywine Crosng

15600 Cram Highway

Brandywine MD 20613

MSA Washington

Prince Georges County

Property Type

Property Subtype

ID

APN

Land

Retad

117880

11-1157031

Site Area Acres

Site Area SqFt
Zoning

Utilty

Access

Frontage

Visibility

Shape

Topography

5291 Public Utthties

2304760 Electricity

I-i Water

Sewer

Gas

Proposed Use

Maximum FAft

Building Area

Potential Units

All Available

N/A

N/A

N/A

N/A

Shopping Center

N/A

495277

N/A

VAI UA ON SLR VICES
lllI CUSHMAN
JJ WAKEF1ELD

PROPERTY NFORMATON

Good

Good

Good

Good

Irregular

Level

SALE INFORMATON

Status In-Contra ct Price per SqFt $5.53

Sale Date 3/2007 Price per Acre $240994

Sale Price $12751000 Price per Bu3lding Area $25.75

Grantor Multipe Entities Price per Potenhal Units N/A

Grantee Faison E3randywine Investors LLC

Value Interest Fee Simple

Ground Lease N/A

CATON COMMENTS
Third Party

Maryland Department of Assessments and Taxation

RealQuest

The site located on US Route 301 in southern Prince Georges County This is an assemblage of 21 parcels

of land acquired for construction of power center The majority of the site was acquired between 12/06 and

3/07 however some of the parcels are still under contract of sale The buyer assembled the site as vacant

industnal land had it rezoned and is in the process of obtaining all of the necessary approvals for the proposed

development total of 12 acres will be sold to Target for $665 million and 15 acres will be sold to Costco for

$70 million which will build their
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LAND SALE COMPARABLE

SALE INFORMATION

Land

N/A

172853

042500003928

Public Utilities

Electncity

Water

Sewer

Good Gas

Good Proposed Use

Good Maximum FAR

Irregular Budding Area

Level Potential Units

AU Avadable

N/A

N/A

N/A

N/A

Hospitality

N/A

N/A

120

Sale Status Recorded Sale Price per SqFt $1748

Sale Date 7/2008 Price per Acre $761421

Sale Price $3000000 Price per Building Area N/A

Grantor Owtngs Mills Investment Properties LL Price per Potential Units $25000 00

Grantee Columbia Hospitality Inc

Value Interest Fee SmpIe

Ground Lease N/A

VERIACATION COMMENTS

Buyer with Baywood Hotels

COMMENTS
The site is planned for 120room Courtyard by Marriott The site included nearly 50 acres but only portion

was considered usable land area

VALIJA lION SERVICES
IUIII CUSHMAN

WAKE1ELb

Hotel Site

10600 Red Run Boulevard

Property Type

Property Subtype

ID

APN

Access

Frontage

Visbihty

Shape

Topography



Charl SL

.Property rype Land

operty Subtype Other

154330

APN 06 323510

47
181645

PEP

Good

Good

Good

Good

Irregular

Level

Public UlThtus

Eltricity

Water

Sewer

Gas

Proposed Use

Maximum FAR

ilchng Area

Potential Units

AU Available

N/A

N/A

N/A

N/A

Hospital ty

N/A

N/A

98

Recorded Sale

4/2008

$1 6000u0

Manekin

Waldorf Hospitality

Fee Simple

N/A

Price per SqFt

Price per Acre

Pnce pe Budthng Area

Price per Potential Units

$881

$383693

N/A

$16 32653

IlII11
CUSHMAN
WAKEF1ELD



LAND SALE COMPARABLE

Utility

Access

Frontage

Visibility

Shape

Topography

arilott Residence nn Courtyard

Caraway Ct

Landover MD 20785

Washington

Georges County

Property Type

Property Subtype

ID

APN

868 Public Utilities

378318 Electricity

I3 Water

Good Sewer

Good Gas

Good Proposed Use

Good Maximum FAR

Irregular Building Area

Level Potential Units

All Available

N/A

N/A

N/A

N/A

N/A

N/A

N/A

200

SALE NFORMATlON

Status Recorded Sa Ic Price per Sq Ft $666

Sale Date 4/2007 Price per Acre $290 323

Sale Price $2520000 Price per Building Area N/A

Grantor RouseTeachers Properties Inc Price per Potential Units $1260000

Grantee Heritage Inn of Inglewood LLC

Value Interest Fee Simple

Ground Lease N/A

ATONOMMENTS
N/A

This site is located in the Inglewood Business Park in the northeast quadrant of the Arena Drive interchange on

l95 The site was approved for two fourstory hotels including Marnot Residence Inn and Marriott Courtyard

Each wou have 100 units with surface parking

VAI UAIION SIRVICLS
11ita CtJSH MAN

Land

Other

128664

3384O832

Sited cres

Site Area SqFt
Zomrig



LAND SALE COMPARABLE

446

194169

C2

Good

Good

Good

Good

lrreguUr

Level

Pubhc Utilities

Hectricity

Wter

Sewer

Gas

Proposed Use

Maximum FAR

BuUding Area

Pr tential Units

All Available

N/A

N/A

N/A

N/A

lospitality

N/A

N/A

450

Necorded Sale

10/2006

$8450 000

hael Mdler

ID Managenent

Fee Simple

N/A

Pnce per SqFt

Pnc per Ac

Price pcr Bllding Area

Pnce per Potential Units

$43 52

$1894 619

N/A

$18771

ilIi CIJSHMAN
WAKEFIELD



LAND SALE COMPARABLE-5

Site Area Acres

Site Area SqFt

Zoning

UtHity

Access

Frontage

Visibihty

Shape

Topography

Hot Devopment Site

id Science and Technology Center

Bowie MD
MSA Washington

Prince Georges County

Property Type

Property Subtype

ID

APN

Public Utilities

Electricity

Water

Good Sewer

Good Gas

Good Proposed Use

Good Maximum FAR

Building Area

PotentaI Units

All Available

N/A

N/A

N/A

N/A

Hospitality

N/A

N/A

359

SALE iNFORMATON

Status Reco rd ed Sale Pri ce per SqFt $l756

Sale Date 9/2006 Price per Acre $765116

Sale Price $6580000 Price per Building Area N/A

Grantor St Johns Properbes Price per Potential Units $1832869

Grantee Hospitality Development Group

Value Interest Fee Simple

Ground Lease N/ATONOMMENT
N/A

TS
The property was planned for development with three hotels including Courtyard by Marriott Residence Inn

and Spnnghill Suites total of 359 rooms will be developed

VALUA ION SLRVICES ilCUSHMAN
WAKEHELO

Land

Commercial

125926

N/A

PROPERTY NFORMATlON

860

374616

CM

Irregular

Irregular
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LAND SALE COMPARABLE-1

Site Area Acres

Site Area SqFt

Zoning

Utility

Access

Frontage

Visibility

Shape

Topography

Land

Planned Development PUD
175250

01-215507 01-215582

12200 Public Utilities

5314320 Electncity

Water

Sewer

Gas

Proposed Use

Maximum FAR

Building Area

Potential Units

M2

Good

Good

Good

Good

Irregular

Irregular

All Available

N/A

N/A

N/A

N/A

Mixed Use

N/A

2540000

N/A

SALE NFORMATlON

Sale Status Recorded Sale Price per SqFt $339

Sale Date 3/2010 Pnce per Acre $147541

Sale Price $18000000 Price per Building Area $709

Grantor Mid-Atlantic Coca Cola Bottling Price per Potential Units N/A

Grantee Kellogg-CCP LLC

Value Interest Fee Simple

Ground Lease No

RlFlCATlON COMMENTS
N/A

This site is just north of Route 100 between US Route and the Baltimore Washington Parkway It is adjacent tc

the Dorsey Road MARC station The property went under contract in 2009 and the buyer Preston Partners

immediately filed rezoning request seeking to change to Transit Oriented Development TOD zone in order

to build mix of residential and office Although much of the surrounding area is developed with flex and office

Preston is seeking approximately 1400 multi-family residential units and about 1000000 square feet of office

of settlement the zoning case had not been determined

VAI UA lION SLRVICLS II CUSHMAN
WAKEFlELD

Cn Div

MD 10

MSA ltimo

Howard Court



LAND SALE COMPARABLE

AU Avaflabic

Yes

Yes

Yes

Ycs

Mxed Use

N/A

310000

N/A

In Contract

1/2009

$1327o000

Meyor ty ouncd of BaRmore

ormody Uevopment/Ray Lewis

Fee SmpIe

No

Pnce per SqFt

ice per Acre

Pice per Budding Area

Pnce per Potenhal Unas

$23 44

$1 021154

$10 13

N/A

CUSIIMAN
1W WAKEFIELD

13%00

566280

M23
Good

Good

Average

Good

Uregular

Level

Pubhc Utihtres

EIectncty

Water

Sewer

Gas

Proposed Use

Maximum FAR

Buddrnq Area

Poter bat Unrts



PROPERTY INFORMATION

LAND SALE COMPARABLE

Site Area Acres

Site Area SqFt

Zoning

Utihty

Access

Frontage

Visibility

Shape

Topography

23 12 Public Utilities

1007107 Electricity

W2 Water

Good Sewer

Good Gas

Good Proposed Use

Good Maximum FAR

Irregular Building Area

Level Potential Units

All Available

Yes

Yes

Yes

Yes

Mixed Use

33

1339452

N/A

SALE INFORMATION

Status Reco rded Sale Price per Sq Ft $7 60

Sale Date 4/2008 Price per Acre $330882

Sale Price $7650000 Price per Building Area $5 71

Grantor Formica Corporation Price per Potential Units N/A

Grantee S/C Odenton Ill LLC

Value Interest Fee Simple

Ground Lease NolcATIONcOMMEN
Reliable Third PartyNT
This is the acquisition of multiple parcels along the eastern side of Telegraph Road just north of Route 175 and

just east of Fort Meade The parcels were improved with obsolete industrial buildings slated for demolition The

buyer already owns adjacent land and this acquisition gives them about 55 acres of contiguous land rezoning

to Town Center designation will be attempted to permit as much as 29 million square feet of mixed-use

development including retail office warehouse and residental Under current zoning they can build million

square feet 33 FAR on the entire 55 acre site

VALUA iON SERVICES
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LAND SALE COMPARABLE

Land

Planned Development PUD
131420

Various including 04 0000488 730

189 70

8263 332

Wi

Good

Good

Good

Good

Irregular

Level

Pubhc Utihties

Electricity

Water

Sewer

Gas

Proposed Use

Maximum FAR

Building Area

Potential Units

Available

Yes

Cs

Unknown

Yes

Mixed se

N/A

150000

N/A

Recorded Sale

$/2008

$E20O00
Various

Aru deI Catoway Land

Fee Simple

No

Price per SqFt

Price per Acre

Drice pe Building Area

Price per Potential Units

$321

$139800

$15 15

N/A

lIllhI CUSH MAN
WAKEF1ELD
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LAND SALE COMPARABLE

Site Area Acres

Site Area SqFt

Zoning

Utility

Access

Frontage

Visibihty

Shape

Topography

One Loudoun Center

20759 Loudoun County Parkway

Ashburn VA 20147

MSA Washington

Loudoun County

36183 Public Utihties

15761315 Electricity

Various Water

Good Sower

Good Gs
Good Proposed Use

Good Maximum FAR

Irregular Building Area

Irregular Potential Units

All Available

N/A

N/A

N/A

N/A

N/A

N/A

5200000

N/A

SALE INFORMATON

Sale Status Recorded Sale Price per SqFt $731

Sale Date 3/2007 Price per Acre $318382

Sale Prce $115200000 Price per Building Area $2215

Grantor One Loudoun RIP Avanti Price per Potential Units N/A

Grantee MMS One Loudoun Center

Value Interest Fee Simple

Ground Lease N/A

VFRFCflQQQMMENT
Public records

TS
This site is located in the southwest quadrant of the intersection of Route and Loudoun County Parkway The

proposed project underwent contested muItiyear approval process which concluded in January 2007 The site

was approved for approximately million square feet of office space 700000 square feet of retail and 1000
residential units The developer is joint venture between Meridian and Miller Smith Our density estimate

assumes 1500 square feet per dwelling unit

VAIUA ION SFRVICIS
111iir
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Property Type

Property Subtype

ID

APN

Land

Office

113867

0571 02844



EL ADUINDA

ADL NDUM
au PIUCATION OF THE APPRAISERS



PRoFEssIoNAl QuALIFIcATIoNs

Todd Canterbury MAI
Senior Director Valztation Advisoy Services

Senior Director Cushman Wakefield Inc Washington D.C full service real estate

organization specializing in appraisal and consultation December 2006 to Present

Senior Real Estate Analyst CB Richard Ellis McLean VA Specialized in commercial real estate

appraisals April 2001 to October 2006

Senior Appraiser Cushman Wakefield Inc Washington D.C full service real estate

organization specializing in appraisal and consultation November 1997 to April 2001

Appraiser Various Commercial Appraisal Firms metropolitan Washington DC Employed as

an Independent Contractor by various local appraisal firms December 1991 to November 1997

Vice President Kentstone Ltd The Plains VA Performed construction management and

superintendent function for small commercial and residential development firm November

1985 to December 1991

Accountant Edward Carr Associates Annandale VA Accountant for regional

homebuilder April 1985 to November 1985

Accountant The Calibre Company of Virginia Fairfax VA Accountant for regional

homebuilder April 1984 to April
1985

Appraisal Experience

Office Buildings Medical Office Buildings

Regional Malls Power Centers

Outlet Centers Community Neighborhood Shopping Centers

Department Stores Industrial
Buildings

Multi-Family Properties Condominium Developments

Hospitals Continuum of Care Retirement Facilities

Nursing Homes Assisted Living Facilities

Residential Subdivisions Mobile Home Parks

Restaurants Movie Theaters

Self-Storage Parking Garages

Miniature Golf Courses Golf Driving Ranges

Mixed Use Properties Religious and Educational Facilities

Hotel/Motel Kennels

Commercial Land Brewery

CUSH MAN
.p WAKEFIELD



PROFESSIONAL QuALIFIcATIoNs Todd Canterbury MAI

Education

Bachelor of Business Administration Accounting

College of William Mary Williamsburg Virginia

Appraisal Education

Appraisal Institute Courses

110 Basic Appraisal Principles

120 Basic Appraisal Procedures

310 Basic Income
Capitalization

510 Advanced Income Capitalization

410 Standards of Professional Appraisal Practice Part USPAP
420 Standards of Professional Appraisal Practice Part AT
540 Report Writing and Valuation Analysis

550 Advanced Applications

Memberships Licenses and Professional Affiliations

Member Appraisal Institute 1996 MAT Designation 11032
Commonwealth of Virginia Certified General Real Estate Appraiser 4001-002524
State of Maryland Certified General Real Estate Appraiser 10763
District of Columbia Certified General Real Estate Appraiser GA10389

CUSH MAN
WAKEFIELD
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APPRAISAL OF REAL PROPERTY

Palm Meadows

8898 Lyons Road

Boynton Beach Palm Beach County FL 33437

IN RESTRICTED USE APPRA1SAL REPORT

As of Apr 30 2010

Prepared For

MI Developments Inc

455 Magna Dnve 2nd Floor

Aurora Ontano Canada L4G 1A9

Prepared By

Cushman Wakefield of Honda Inc

Valuation Advisory Services

800 North Magnoha Avenue Suite 450

Orlando FL 32803

CW File ID 10 42004 9542

CUSHMANk
WAKI.RELD
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CUSHMAN WAKEFIELD OF FLORIDA INC

800 NORTH MAGNOLIA AVENUE SUITE 450

ORLANDO FL 32803

July 14 2010

Mr Rocco Liscio

Executive Vice President and Chief Financial Officer

Ml Developments Inc

455 Magna Drive 2nd Floor

Aurora Ontario Canada L4G 7A9

Re Appraisal of Real Property

In Restricted Use Report

Palm Meadows

8898 Lyons Road

Boynton Beach Palm Beach County FL 33437

CW File ID 10-42004-9542

Dear Mr Liscio

In fulfillment of our agreement as outlined in the Letter of Engagement we are pleased to transmit our appraisal

of the above property in Restricted Use Report which is intended to comply with the reporting requirements set

forth under Standards Rule 2-2c of the Uniform Standards of Professional Appraisal Practice USPAP In

accordance with USPAP the use of this report is restricted to the client its professional advisors auditors and

any regulating securities commissions only

The report presents limited discussions of the data reasoning and analyses used in the appraisal process to

develop the appraisers opinion of value It may not be understood without additional information in the

appraisers work file The depth of discussion contained in this report is specific to the needs of the client and for

the intended use stated in the following pages

Client MI Developments Inc

455 Magna Drive 2nd Floor

Aurora Ontario Canada L4G 7A9

Intended User The appraisal is intended to be used by MI Developments MID any

of their professional advisors and auditors and any regulating

securities commissions It is understood that any such users will

comply with the property knowledge requirements of restricted

report CW acknowledges and agrees that MID may be required to

publicly disclose the appraisal in their entirety and for informational

purposes only in connection with applicable Canadian and U.S

securities legislation



MR ROCCO usd0 CUSHMAN WAKEFIELD OF FLORIDA INC

MI DEVELOPMENTS INC

JULY 14 2010

PAGE

Intended Use The report will be used for review by the client for accounting auditing

purposes and securities commission filings

Identification of the Real Estate Palm Meadows

8898 Lyons Road

Boynton Beach FL 33437

Parcel Identification Numbers 00-42-45-17-08-000-0011 00-42-45-17-08-012-0000 00-42-43-27-05-

046-0550 and 00-42-45-17-08-001-0000

Ownership GPRA Thoroughbred Training Center

Current Use The property consists of 322.47 gross acres according to Palm Beach

County Public Records The gross land area is inclusive of 17.90

acres located east of the Florida Turnpike that are not continuous or

assessable This creates net land area of 304.57 acres

The property is improved as the Palm Meadows Thoroughbred

Training Center commercial stable and training facility There are 40

barns with 36 stalls per barn 20 40-foot wide sand rings 55944

square-foot composting plant 13500 square-foot mechanic building

7200 square-foot veterinary clinic 1/8-mile main track and 7/8-

mile turf track There are also four three-story dorm buildings each

consisting of 52 rooms and three-story pavilion building having 30

efficiency apartments for trainers

Acreage 304.57 Net Acres 322.47 Gross Acres

Highest and Best Use It is our opinion that the Highest and Best Use of the subject site as if

As If Vacant vacant is to develop the property with commercial stables and dorm

housing as is permitted under the master plan of the PUD once

demand is sufficient

Fhghest and Best Use ltis our opinion that the Highest and BestUse of the subject property

As Improved as improved is to expand the Palm Meadows Thoroughbred Training

Center to maximize the allowable building area as demand permits

Type of Value Market Value of Land As If Vacant

Real Property Interest Valued Fee Simple
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MI DEVELOPMENTS INC

JULY 14 2010

PAGE

Sales History
The current owners purchased the subjects 322.47 acres along with

the 157.31 acres adjacent to the south now owned by 20004

Delaware mc in October of 2000 from Boywic Farms Ltd for

$22200000 or $46271 per acre This price appears to be at or near

market for that period of time

Magna Entertainment Nasdaq MECA of Aurora Ontario began

building Palm Meadows in 2001 and opened it in November 2002 The

property was built as training spot for horses that race at Gulfstream

Park in Hallandale Beach The property is not currently listed for sale

Date of Inspection We did not re-inspect

Effective Date of Value 4/30/2010

Date of Report 7/14/2010

Extraordinary Assumptions This appraisal does not employ any extraordinary assumptions

Hypothetical Conditions We have appraised the property as if the land were hypothetically

vacant with the valuation of the improvements not part of this

analysis

Opinion of Value $12800000 Market Value of Land As If Vacant on April 30 2010

Exposure Time 12 months

MARKET VALUE DEFINITION
The most probable price which property should bring in competitive and open market under all conditions

requisite to fair sale the buyer and seller each acting prudently and knowledgeably and assuming the price is

not affected by undue stimulus Implicit in this definition is the consummation of sale as of specified date and

the passing of title from seller to buyer under conditions whereby

Buyer and seller are typically motivated

Both parties are well informed or well advised and acting in what they consider their best interests

reasonable time is allowed for exposure in the open market

Payment is made in terms of cash in United States dollars or in terms of financial arrangements

comparable thereto and

The price represents the normal consideration for the property sold unaffected by special or creative

financing or sales concessions granted by anyone associated with the sale

Source 12 C.F.R Part 34.42g Federal Register 34696 August 24 1990 as amended at 57 Federal Register 12202

April 1992 59 Federal Register 29499 June 1994
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SCOPE OF WORK
We prepared this independent and impartial appraisal of the property in conformance with the requirements of

USPAP The report includes only the appraisers conclusion and cannot be fully understood without reference to

the appraisers file which is maintained within our work file The level of detail and depth of the analysis is

considered to be commensurate with the complexity of the property type and market conditions

The scope of the assignment calls for hypothetical value of the subject land as if vacant based on current

comparable sales data Furthermore the Client has asked that we estimate the market value of the land as if

hypothetically vacant years in the future and then discount the land value back to present value known as an

investment value

Cushman Wakefield of Florida Inc has an internal Quality Control Oversight Program This Program mandates

second read of all appraisals Assignments prepared and signed solely by designated members MAIs are

read by another MAI who is not participating in the assignment For this assignment Quality Control Oversight

was provided by Stephen Saunders MAI CCIM FRICS

As part of this appraisal number of independent investigations and analyses were required The agreed upon

Scope of Work included the following

Did not inspect the subject property and comparable data

Collected primary and secondary data related to the subject

Investigated the general trends in the regional economy and local area

Investigated sales in the subjects market and analyzed listing data where appropriate

Used generally accepted market-derived methods and procedures appropriate to the assignment

Set forth all assumptions and limiting conditions that affect the analyses opinion and conclusions as

stated in this report

Provided signed certification in accordance with Standards Rule 2-3 of USPAP

Sufficient data due diligence and analysis are combined in this valuation to produce reliable market value

conclusion that serves the needs of the client

APPRAISAL METHODOLOGY
There are three generally accepted approaches to developing an opinion of value Cost Sales Comparison and

Income Capitalization In appraisal practice an approach to value is included or eliminated based on its

applicability to the property type being valued and the quality of information available The reliability of each

approach depends on the availability and comparability of market data as well as the motivation and thinking of

purchasers

The methods and techniques used to prepare this appraisal are the most likely to be used in typical practice and

result in reliable indication of value The agreed upon scope of work includes the application of the Sales

Comparison Approach and version of the Income Capitalization Approach The Cost Approach is not applicable

or necessary to produce credible valuation conclusion
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ASSUMPTIONS AND LIMITING CONDITIONS
Report means the appraisal or consulting report and conclusions stated therein to which these Assumptions and Limiting

Conditions are annexed

Property means the subject of the Report

CW means Cushman Wakefield Inc or its subsidiary that issued the Report

Appraisers means the employees of CW who prepared and signed the Report

The Report has been made subject to the following assumptions and limiting conditions

No opinion is intended to be expressed and no responsibility is assumed for the legal description or for any matters that

are legal in nature or require legal expertise or specialized knowledge beyond that of real estate appraiser Title to the

Property is assumed to be good and marketable and the Property is assumed to be free and clear of all liens unless

otherwise stated No survey of the Property was undertaken

The information contained in the Report or upon which the Report is based has been gathered from sources the Appraiser

assumes to be reliable and accurate The owner of the Property may have provided some of such information Neither the

Appraiser nor CW shall be responsible for the accuracy or completeness of such information including the correctness

of estimates opinions dimensions sketches exhibits and factual matters Any authorized user of the Report is obligated

to bring to the attention of CW any inaccuracies or errors that it believes are contained in the Report

The opinions are only as of the date stated in the Report Changes since that date in external and market factors or in the

Property itself can significantly affect the conclusions in the Report

The Report is to be used in whole and not in part No part of the Report shall be used in conjunction with any other

analyses Publication of the Report or any portion thereof without the prior written consent of CW is prohibited

Reference to the Appraisal Institute or to the MAI designation is prohibited Except as may be otherwise stated in the

letter of engagement the Report may not be used by any persons other than the partyies to whom it is addressed or

for purposes other than that for which it was prepared No part of the Report shall be conveyed to the public through

advertising or used in any sales promotion offering or SEC material without CWs prior written consent Any authorized

users of this Report who provides copy to or permits reliance thereon by any person or entity not authorized by CW
in writing to use or rely thereon hereby agrees to indemnify and hold CW its affiliates and their respective shareholders

directors officers and employees harmless from and against all damages expenses claims and costs including

attorneys fees incurred in investigating and defending any claim arising from or in any way connected to the use of or

reliance upon the Report by any such unauthorized persons or entityies

Except as may be otherwise stated in the letter of engagement the Appraiser shall not be required to give testimony in

any court or administrative proceeding relating to the Property or the Appraisal

The Report assumes responsible ownership and competent management of the Property there are no hidden or

unapparent conditions of the Property subsoil or structures that render the Property more or less valuable no

responsibility is assumed for such conditions or for arranging for engineering studies that may be required to discover

them full compliance with all applicable federal state and local zoning and environmental regulations and laws

unless noncompliance is stated defined and considered in the Report and all required licenses certificates of

occupancy and other governmental consents have been or can be obtained and renewed for any use on which the value

opinion contained in the Report is based

The physical condition of the improvements considered by the Report is based on visual inspection by the Appraiser or

other person identified in the Report CW assumes no responsibility for the soundness of structural components or for

the condition of mechanical equipment plumbing or electrical components

The forecasted potential gross income referred to in the Report may be based on lease summaries provided by the owner

or third parties The Report assumes no responsibility for the authenticity or completeness of lease information provided

by others CW recommends that legal advice be obtained regarding the interpretation of lease provisions and the

contractual rights of parties

CUSHMANVALUATION SERVICES
rapj WAKERELO
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The forecasts of income and expenses are not predictions of the future Rather they are the Appraisers best opinions of

current market thinking on future income and expenses The Appraiser and CW make no warranty or representation that

these forecasts will materialize The real estate market is constantly fluctuating and changing It is not the Appraisers task

to predict or in any way warrant the conditions of future real estate market the Appraiser can only reflect what the

investment community as of the date of the Report envisages for the future in terms of rental rates expenses and

supply and demand

Unless otherwise stated in the Report the existence of potentially hazardous or toxic materials that may have been used

in the construction or maintenance of the improvements or may be located at or about the Property was not considered in

arriving at the opinion of value These materials such as formaldehyde foam insulation asbestos insulation and other

potentially hazardous materials may adversely affect the value of the Property The Appraisers are not qualified to detect

such substances CW recommends that an environmental expert be employed to determine the impact of these matters

on the opinion of value

Unless otherwise stated in the Report compliance with the requirements of the Americans with Disabilities Act of 1990

ADA has not been considered in arriving at the opinion of value Failure to comply with the requirements of the ADA may

adversely affect the value of the Property CW recommends that an expert in this field be employed to determine the

compliance of the Property with the requirements of the ADA and the impact of these matters on the opinion of value

If the Report is submitted to lender or investor with the prior approval of CW such party should consider this Report as

only one factor together with its independent investment considerations and underwriting criteria in its overall investment

decision Such lender or investor is specifically cautioned to understand all Extraordinary Assumptions and Hypothetical

Conditions and the Assumptions and Limiting Conditions incorporated in this Report

In the event of claim against CW or its affiliates or their respective officers or employees or the Appraisers in

connection with or in any way relating to this Report or this engagement the maximum damages recoverable shall be the

amount of the monies actually collected by CW or its affiliates for this Report and under no circumstances shall any

claim for consequential damages be made

If the Report is referred to or included in any offering material or prospectus the Report shall be deemed referred to or

included for informational purposes only and CW its employees and the Appraiser have no liability to such recipients

CW disclaims any and all liability to any party other than the party that retained CW to prepare the Report

Any estimate of insurable value if included within the agreed upon scope of work and presented within this report is

based upon figures derived from national cost estimating service and is developed consistent with industry practices

However actual local and regional construction costs may vary significantly from our estimate and individual insurance

policies and underwriters have varied specifications exclusions and non-insurable items As such we strongly

recommend that the Client obtain estimates from professionals experienced in establishing insurance coverage for

replacing any structure This analysis should not be relied upon to determine insurance coverage Furthermore we make

no warranties regarding the accuracy of this estimate

By use of this Report each party that uses this Report agrees to be bound by all of the Assumptions and Limiting

Conditions Hypothetical Conditions and Extraordinary Assumptions stated herein

CUSHMANsVALUATION SERVICES WAKEFIELD
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CERTIFICATION OF APPRAISAL
We certify that to the best of our knowledge and belief

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

The reported analyses opinions and conclusions are limited only by the reported assumptions and limiting conditions

and are our personal impartial and unbiased professional analyses opinions and conclusions

We have no present or prospective interest in the property that is the subject of this report and no personal interest with

respect to the parties involved

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

assignment

Our engagement in this assignment was not contingent upon developing or reporting predetermined results

Our compensation for completing this assignment is not contingent upon the development or reporting of predetermined

value or direction in value that favors the cause of the client the amount of the value opinion the attainment of

stipulated result or the occurrence of subsequent event directly related to the intended use of this appraisal

The reported analyses opinions and conclusions were developed and this report has been prepared in conformity with

the requirements of the Code of Professional Ethics Standards of Professional Appraisal Practice of the Appraisal

Institute which include the Uniform Standards of Professional Appraisal Practice

The use of this report is subject to the requirements of the Appraisal Institute relating to review by its duly authorized

representatives

Tim Powell MAI SRA did not make personal inspection of the property that is the subject of this report

No one provided significant real property appraisal assistance to the persons signing this report

Tim Powell MAI SRA has performed previous appraisal of the subject property

an appraisal review involving the subject property an appraisal consulting assignment involving the subject property

within the three years prior to this assignment

As of the date of this report Tim Powell MAI SRA has completed the continuing education program of the Appraisal

Institute

Our analyses opinions or conclusions were developed and this report has been prepared in conformity with the

requirements of the State of Florida for State-certified appraisers

The use of this report is subject to the requirements of the State of Florida relating to review by the Real Estate Appraisal

Subcommittee of the Florida Real Estate Commission

Tim Powell MAI SRA

Director

FL Certified General Appraiser

License No RZ2767

tim.powell@cushwake.com

407 541-4385 Office Direct

407 425-6455 Fax
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ADDENDUM
CLIENT SATISFACTION SURVEY
As part of our new quality monitoring campaign attached is short survey pertaining to this appraisal report and

the service that you received Would you please take few minutes to complete the survey to help us identify the

things you liked and did not like

Each of your responses will be catalogued and reviewed by members of our national Quality Control Committee

and appropriate actions will be taken where necessary Your feedback is critical to our effort to continuously

improve our service to you and is sincerely appreciated

To access the questionnaire please click on the link here

httD//www.surveymonkey.com/s.asDxsm 2bZUxcl 131 ii DWE6n 2fswhl KQ 3d 3dc1 0-42004-9542

The survey is hosted by Surveymonkey.com an experienced survey software provider Alternatively simply print

out the survey attached in the Addenda of this report and fax it to 716 852-0890

Given the scope and complexity of the assignment please rate the development of the appraisal relative to the

adequacy and relevance of the data the appropriateness of the techniques used and the reasonableness of the

analyses opinions and conclusions

Excellent

Good

Average

Below Average

Poor

Comments

Please rate the appraisal report on clarity attention to detail and the extent to which it was presentable to your

internal/external users without revisions

Excellent

Good

Average

Below Average

Poor

Comments

VALUATION SERVICES



PALM MEADOWS ADDENDA CONTENTS

The appraiser communicated effectively by listening to your concerns showed sense of urgency in

responding and provided convincing support of his/her conclusions

Not Applicable Excellent

Good

Average

Below Average

Poor

Comments

The report was on time as agreed or was received within an acceptable time frame if unforeseen factors

occurred after the engagement

Yes

No

Please rate your overall satisfaction relative to cost timing and quality

Excellent

Good

Average

Below Average

Poor

Comments

Any additional comments or suggestions

VALUATION SERVICES
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Would you like representative of Cushman Wakefields National Quality Control Committee to contact you

Yes

No

Your Name

Your Telephone Number _________________________________________________

Contact Information Scott Schafer

Managing Director National Quality Control

716 852-7500 ext 121

VALUATION SERVICES JWAKILE
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ADDENDUM
ENGAGEMENT LETTER
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fIl CUSH MAN
Tim J.PowellMAISRA WAKEFIELD
Director

Cushman Wakefield of Florida Inc
800 North Magnolia Avenue Suite 450

Orlando FL 32803

407.841.8000 Tel

407.425.6455 Fax

tim.powelllcushwake.com

July 12 2010

Rocco Liscio

Executive Vice President and Chief Financial Officer

MI DEvELoPMENTs INC

455 Magna Drive 2nd Floor

Aurora ON L4G 7A9

Re Palm Meadows

8898 Lyons Road

Boynton Beach Florida 33437

Dear Mr Cameron

Thank you for requesting our proposal for appraisal services This proposal letter will become upon your

acceptance our letter of engagement to provide the services outlined herein

TERMS OF ENGAGEMENT

PROBLEM IDENTIFICATION

The Parties To This Agreement The undersigned Cushman Wakefield affiliated company and

Ml Developments Inc herein at times referred to as Client

Intended Users The appraisal is intended to be used by Ml Developments

MID any of their professional advisors and auditors and any

regulating securities commissions It is understood that any
such users will comply with the property knowledge

requirements of restricted report CW acknowledges and

agrees that MID may be required to publicly disclose the

appraisal in their entirety and for informational purposes only
in connection with applicable Canadian and U.S securities

legislation

Intended Use The report will be used for review by the client for accounting

auditing purposes..L setl
Type of Opinion and Rights Market value of the Fee Simple Interest

Appraised

Date Of Value April 30 2010

Subject of the Assignment and The property to be appraised is Palm Meadows which consists

Relevant Characteristics of 322.47 acres The property is located in Boynton Beach
Florida

Assignment Conditions The assignment is based upon the following assignment
conditions and/or Supplemental Standards Hypothetical

Condition The appraisal is reflective of land value only as if

the property were hypothetically vacant with the valuation of

the improvements not part of the analysis
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II ANTICIPATED SCOPE OF WORK

USPAP Compliance The undersigned Cushman Wakefield affiliated company
and/or its designated affiliate or subsidiary herein at timesCW will develop an appraisal in accordance with USPAP
and the Code of Ethics and Certification Standards of the

Appraisal Institute

General Scope of Work Property Inspection to the extent necessary to adequately

identify the real estate

Research relevant market data in terms of quantity quality
and geographic comparability to the extent necessary to

produce credible appraisal results

Consider and develop those approaches relevant and

applicable to the appraisal problem Based on our

discussions with the Client we anticipate developing the

following valuation approaches

Sales Comparison Approach

Discounted Cash Flow

III REPORTING AND DISCLOSURE

Scope of Work Disclosure The actual Scope of Work will be reported within the report

Reporting Option The appraisal will be communicated in Restricted Use report

and will refer to our prior appraisal and summarize any changes
in the property and/or market since last performed its Highest

Best Use include any new comparable sales uncovered
estimate revised value if applicable and add section for

the discounted cash flow

We will provide sales chart and discounted cash flow in the

Addendum

Fee $0

Additional Expenses Fee quoted is inclusive of expenses related to the preparation
of the report

Report Copies The final report will be delivered in electronic format Up to

three hard copies will be provided upon request

Start Date The appraisal process will initiate upon receipt of signed

agreement

Acceptance Date This proposal is subject to withdrawal if the engagement letter

is not executed by the Client within four business days

Final Report Delivery To occur within couple days of this singed engagement

Changes to Agreement The identity of the Client intended users or intended use the

date of value type of value or interest appraised or property

appraised cannot be changed without new agreement

Prior Services Disclosure The engaging or principal appraiser has performed previous

appraisals of the subject property within the three years prior to

IL CUSHMAN$
1flF WAKEFIELD
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this assignment

Conflicts of Interest CW adheres to strict internal conflict of interest policy If we
discover in the preparation of our appraisal conflict with this

assignment we reserve the right to withdraw from the

assignment without penalty

Further Conditions of Engagement The Conditions of Engagement attached hereto are

incorporated herein and are part of this letter of engagement

Thank you for calling on us to render these services and we look forward to working with you

Sincerely

CLISHMAN WAKEFIELD OF FLORIDA INC

Tim Powell MAI SRA
Director

cc

AGREED
CLIENT Ml Developments Inc

By __IIIIIIIIi Datt 1_hO
RxA Liscio Ml Developments Inc

Title Executive Vice President and Chief Financial Officer

E-mail Address/Phone Fax Nos Rocco_Lisciocmidevelopments.com

905 726-7507 phone

905 713-6332 fax

CUSHMAN
tJfi WAKEFIELD



CONDITIONS OF ENGAGEMENT

The Client and any Intended Users identified herein should consider the appraisal as only one factor together with its

independent investment considerations and underwriting criteria in its overall investment decision The appraisal cannot
be used by any party or for any purpose other than as specified in this engagement letter

Federal banking regulations require banks and savings and loan associations to employ appraisers where FIRREA
compliant appraisal must be used in Connection with mortgage loans or other transactions involving federally regulated
lending institutions including mortgage bankers/brokers Because of that requirement this appraisal if ordered
independent of financial institution or agent may not be accepted by federally regulated financial institution This
appraisal will be prepared in accordance with the Uniform Standards of Professional Appraisal Practice of The Appraisal
Foundation the Standards of Professional Practice and the Code of Ethics of the Appraisal Institute

The appraisal report will be subject to our standard Assumptions and Limiting Conditions which will be incorporated into

the appraisal All users of the appraisal report are specifically cautioned to understand any Extraordinary Assumptions
and Hypothetical Conditions which may be employed by the appraiser and incorporated into the appraisal

The appraisal report or our name may not be used in any offering memoranda or other investment material without the
prior written consent of CW which may be given at the sole discretion of CW Any such Consent if given shall be
conditioned upon our receipt of an indemnification agreement from party satisfactory to us and in form satisfactory to
us Furthermore Client agrees to pay the fees of CWs legal counsel for the review of the material which is the subject
of the requested consent If the appraisal is referred to or included in any offering material or prospectus the appraisal
shall be deemed referred to or included for informational purposes only and CW its employees and the appraiser have
no liability to such recipients CW disclaims any and all liability to any party other than the party which retained CW
to prepare the appraisal

In the event the Client provides copy of this appraisal to or permits reliance thereon by any person or entity not an
identified Intended User at the time of the assignment and authorized by CW in writing to use or rely thereon Client

hereby agrees to indemnify and hold CW its affiliates and the respective shareholders directors officers and
employees harmless from and against all damages expenses claims and costs including attorneys fees incurred in

investigating and defending any claim arising from or in any way connected to the use of or reliance upon the appraisal

by any such unauthorized person or entity

The balance of the fee for the appraisal will be due upon delivery of the report Payment of the fee is not contingent on
the appraised value outcome of the consultation report loan closing or any other prearranged condition Additional
fees will be charged on an hourly basis for any work which exceeds the scope of this proposal including performing
additional valuation scenarios additional research and conference calls or meetings with any party which exceed the
time allotted by CW for an assignment of this nature If we are requested to stop working on this assignment for any
reason prior to our completion of the appraisal CW will be entitled to bill the Client for the time expended to date atCWs hourly rates for the personnel involved

If CW or any of its affiliates or any of their respective employees receives subpoena or other
judicial command to

produce documents or to provide testimony involving this assignment in connection with lawsuit or proceeding CW
will use reasonable efforts to notify the Client of our receipt of same However if CW or any of its affiliates are not

party to these proceedings Client agrees to compensate CW or its affiliate for the professional time and reimburseCW or its affiliate for the actual expense that it incurs in responding to any such subpoena or judicial command
including attorneys fees if any as they are incurred CW or its affiliate will be compensated at the then prevailing
hourly rates of the personnel responding to the subpoena or command for testimony

By signing this agreement Client expressly agrees that its sole and exclusive remedy for any and all losses or damages
relating to this agreement or the appraisal shall be limited to the amount of the appraisal fee paid by the Client In the
event that the Client or any other party entitled to do so makes claim against CW or any of its affiliates or any of
their respective officers or employees in connection with or in any way relating to this engagement or the appraisal the
maximum damages recoverable from CW or any of its affiliates or their respective officers or employees shall be the
amount of the monies actually collected by CW or any of its affiliates for this assignment and under no circumstances
shall any claim for consequential damages be made

It is acknowledged that any opinions and conclusions expressed by the professionals of CW or its affiliates during this

assignment are representations made as employees and not as individuals CWs or its affiliates responsibility is

limited to the Client and use of our product by third parties shall be solely at the risk of the Client and/or third parties

10 The fees and expenses shall be due CW as agreed in this letter If it becomes necessary to place collection of the
fees and expenses due CW in the hands of collection agent and/or an attorney whether or not legal action is filed
Client agrees to pay all fees and expenses including attorneys fees incurred by CW in connection with the collection or
attempted collection thereof
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INVESTOR ACQUISITION CRITERIA
Definition of value the value definition that puts constraints on the value derived reported Usually the value

definition used by appraisers is market value but there are numerous variations of the definition that Could

change the value appraised Other definitions include use value investment value and going concern value In

the case of this appraisal the scope of the assignment is to report investment value

Investment value can be subjective value value to particular investor or resulting from specific nonmarket

supported assumptions of an individual or investor Investment values are not appropriate for mortgage loan

purposes but are for internal analysis or buy/sell decisions

The Client has asked that we estimate the market value of the land as if hypothetically vacant years in the

future and then discount the land value back to present value We would estimate the change in market value of

the land over the next years based on the value arrived at previously with the land sales to arrive at value in

the future This future value would then be then be discounted to present value taking into consideration holding

costs real estate taxes and sales costs selling closing cost on resale We will first estimate the discount rate

DISCOUNT RATE FORMULATION
The discount rate is yield rate which compensates the investor/owner for risk time preference of money and

non-liquidity over the holding or discounting period This method has certain advantages over direct

capitalization including more adaptability to fluctuations in propertys cash flows and as method of estimating

an equity yield rate over the holding period

The discount rate should reflect the risk/reward relationships attendant to the estimated income stream and

property reversion and should consider such factors as relative market strength supply/demand indicators

anticipated economic trends and cash flow growth The discount rate also known as the Internal Rate of Return

IRR is defined as follows

The IRR is the rate of return on invested capital that is generated or is capable of being generated

within an investment during the period of ownership In other words it is rate of profit or loss or

measure of performance It is literally an interest rate The effective interest rate on mortgage

is the lenders IRR The equity yield rate on real estate investment is the equity investors IRR
The yield to maturity on bond is the bondholders IRR when the bond is held for its full term The
IRR is the rate of return of return on capital expressed as ratio per unit of time i.e 10% per

annum.1

An analysis of current money market rates reflect investors opportunity cost of foregoing alternative investments

such as financial instruments Baa bonds stocks or other equivalent real estate investments The discount factor

reflects the comparable yield which could be attained at safe rate plus the illiquidity of real estate plus the

burden of management plus the risk of uncertainty We have estimated the safe rate at 3.2% for the purposes of

this appraisal based on the current 10 year treasury rates

The Internal Rate of Return in Real Estate Investments Chailes Akerson CRE MAI American Institute of Real Estate 1988

CUSHMAN
VALUATION SERVICES WAKEFIELD
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Built-Up Rate Formula

Factor Rate

Safe Rate 10 Yr Treasury 3.2%

Risk 2.0%

llliquidity 2.0%

Profit 8.0%

Composite 15.2%

Based on the built-up discount rate method we believe 15.0 percent discount rate is appropriate for the subject

property which is an aD-in discount rate as it included profit This level of discount rate represents the increased

risk of ownership and management of real property compared to the rates achieved by guaranteed returns from

corporate bonds The ownership of real property reflects higher discount rate than corporate bonds because

there is more risk involved in owning managing and selling the non-liquid real property assets over long-term

investment period than with holding the fixed income bond instruments

ANNUAL PRICE ESCALATION
The annual price escalation has been estimated based on historical price escalation of home prices in Palm

Beach County combined projected price increases over the next five years provided by Moodys Economy.com

Economy.coms core assets of proprietary editorial and research content as well as economic and financial

databases are source of information on national and regional economies industries financial markets and

demographics

The change in single family home prices is the best indicator of value changes for land such as the subject in the

local area For the period of time from 1980 to 2000 single family home prices escalated 3.23 percent annually

which was typical rate of increase historically speaking The rate of increase was above average from 2000 to

2006 which is not representative of the typical rate of change From 2006 to last part of 2009 values decreased

significantly Moodys Economy.com projects the annual rate of increase from 2010 to 2015 to be 5.51 percent

annually Giving emphasis to the projected increase by Moodys Economy.com tempered by the historical typical

rates of increase from 1980 to 2000 we have estimated rate of increase over the next five years of 4.5 percent

CONCLUDED INVESTMENT VALUE
The 2009 gross real estate taxes totaled $115707 with the discounted taxes after 4.0 percent discount for

early payment being $1 11079 This will be applied as an expense over the holding period plus selling closing

costs of 4.0 percent The initial purchase price is $12800000 arrived at previously will be escalated 4.5 percent

per year and the discount rate applied is 15.0 percent The net present value by this methodology equates to an

investment value of the land hypothetical as if vacant of

SEVEN MILLION TWO HUNDRED FIFTY THOUSAND DOLLARS

$7250000

Because land is often negative carry the land must outpace inflation to produce good return The bottom

line is that land has to have change in its highest and best use or the ultimate highest and best use must come

about to allow for an investment value greater than the as is value based on current land sales

jiI CUSHMANVALUATION SERVICES WAKEHELO
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INVESTOR ACQUISTION CRITERIA

Number Acres 304.57

Initial Purchase Price $12800000

Price Per Acre $42026

Holding Period Years

Annual Price Escalation 4.50%

Resale Price $15950000

Price Per Acre $52369

Selling Closing Costs on Resale 4.00%

Annual Expenses R.E Taxes $111000

Year Acquisition Expenses Resale Cash Flow

$12800000 $0 $0 $12800000

$0 $111000 $0 $111000

$0 $111000 $0 $111000

$0 $111000 $0 $111000

$0 $111000 $0 $111000

$0 $749000 $15950000 $15201000

Totals $12800000 $1193000 $15950000 $1957000

All In Discount Rate 15.00%

Net Present Value $7240681

Net Present Value Rounded $7250000

Internal Rate of Return 2.84%

VALUATION SERVICES
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ADDENDUM
QUALIFICATION OF THE APPRAISER
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PRoFEssIoNAl. QuALIFIcATIoNs

TimJ Powell MM SRA MCSE
Director Valuation Advisory Services

Education

Bachelor of Science in Business Real Estate Florida State University Tallahassee Florida 1991

Real Estate Experience

Commercial Real Estate Appraiser Cushman Wakefield November 2004 to present

Commercial Real Estate Appraiser Clayton Roper Marshall Inc Orlando Florida 2002-2004

Real Estate Analyst Cushman Wakefield Orlando Florida 2001-2002

Commercial Real Estate Appraiser Independent Contractor Tampa Florida 2000

Residential Real Estate Appraiser Self-Employed Atlanta Georgia 1991-1999

Professional Affiliations

State of Florida Certified General Real Property Appraiser License No RZ2767
Awarded the MAT Member Appraisal Institute designation in 2010

Awarded the SRA Senior Residential Appraiser designation in 1996
Microsoft Certified Systems Engineer March 2000

Microsoft Certified Professional plus Internet March 2000

Currently completing appraisal reports throughout Florida for individuals attorneys banks

financial institutions and various federal state and local governmental agencies
for valuation

evaluation and
analysis assignments that include but are not inclusive of total experience

Variety of Commercial Property Types Multifamily Housing
Office Buildings Industrial

Properties

Planned Unit Developments Golf Courses

Commercial/Residential Land Special Purpose Properties

Commercial Subdivision Development Restaurants

CIJSHMAN
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CBRE
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350 Sansome Street Suite 840

San Francisco CA 94104

415 986-7255

415 986-6862

www.cbre.com

July 92010

Mr Rocco Liscio CA

Executive Vice President Chief Financial Officer

Ml DEVELOPMENTS

455 Magna Drive

Aurora Ontario Canada L4G 7A9

RE Appraisal of Golden Gate Fields Land As If Vacant

1100 Eastshore Highway

Albany and Berkeley Alameda County CA

CBRE File No 10-231SF-0837

Dear Mr Liscio

At your request and authorization CB Richard Ellis CBRE has prepared an appraisal of the market

value of the referenced property Our analysis is presented in the following Summary Use Appraisal

Report under the specified hypothetical conditions These hypothetical conditions are as follows

The appraisal applies to land value only making no analysis of and attributing no value to

improvements licenses and business or going concern value leases or leased fee interests

The site is specifically assumed to be vacant and available for development

The subject consists of three primary parcels totaling 164.1 gross acres and 136 net acres The site is

currently improved with the Golden Gate Fields race track stables and two parking lots The track

area is located in the City of Albany and the stables are located in the City of Berkeley The mailing

address for Golden Gate Fields is 11 00 Eastshore Highway Albany and Berkeley Alameda County
The sublect is more fully described legally and physically within the enclosed report

Based on the analysis contained in the following report the market value of the subled is concluded

as follows

MARKET VALUE CONCLUSION

Appraisal Premise Interest Appraised Date of Value Value Conclusion

Hypothetical As Is Vacant Fee Simple Estate May 14 2010 $65170000

Compiled by CBRE

2010 CB Richard E/lis Inc



Mr Rocco Liscio CA

July 2010

Page

Data information and calculations leading to the value conclusion are incorporated in the report

following this letter The report in its entirety including all assumptions and limiting conditions is an

integral part of and inseparable from this letter

The following appraisal sets forth the most pertinent data gathered the techniques employed and the

reasoning leading to the opinion of value The analyses opinions and conclusions were developed

based on and this report has been prepared in conformance with our interpretation of the guidelines

and recommendations set forth in the Uniform Standards of Professional Appraisal Practice USPAP
the requirements of the Code of Professional Ethics and Standards of Professional Appraisal Practice

of the Appraisal Institute

Respectfully submitted

CBRE VALUATION ADVISORY SERVICES

Timothy ORegan MAI

Vice President

CA State Certification No AGO1 8055

Phone 925 938-4391

Fax 925 938-4016

Email timothy.oregancbre.com

CBRE
2010 CS Richard Ellis Inc
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CERTIFICATION OF THE APPRAISAL

We certify to the best of our knowledge and belief

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

The reported analyses opinions and conclusions are limited only by the reported assumptions

and limiting conditions and our personal impartial and unbiased professional analyses opinions

and conclusions

We have no present or prospective interest in or bias with
respect to the property that is the sublect

of this report and have no personal interest in or bias with respect to the parties involved with this

assignment

Our engagement in this assignment was not contingent upon developing or reporting

predetermined results

Our compensation for completing this assignment is not contingent upon the development or

reporting of predetermined value or direction in value that favors the cause of the client the

amount of the value opinion the attainment of stipulated result or the occurrence of

subsequent event directly related to the intended use of this appraisal

This appraisal assignment was not based upon requested minimum valuation specific

valuation or the approval of loan

Our analyses opinions and conclusions were developed and this report has been prepared in

conformity with the Uniform Standards of Professional Appraisal Practice as well as the

requirements of the State of CA
The reported analyses opinions and conclusions were developed and this report has been

prepared in conformity with the requirements of the Code of Professional Ethics and the

Standards of Professional Appraisal Practice of the Appraisal nstitufe

The use of this report is subject to the requirements of the Appraisal Institute relating to review by

its duly authorized representatives

As of the date of this
report Timothy ORegan MAI has completed the continuing education

program of the Appraisal Institute

11 Timothy ORegan MAI has made personal inspection of the property that is the subjed of this

report

12 No one provided significant real property appraisal assistance to the
persons signing this

report

Valuation Advisory Services operates as an independent economic entity within CBRE Although

employees of other CBRE divisions may be contacted as part of our routine market research

investigations absolute client confidentiality and privacy were maintained at all times with regard

to this assignment without conflict of interest

CBRE has provided appraisal-related services on this property in the three years prior to accepting

this assignment

iiv_

Timothy ORegan MAI

Vice President

CA State Certification No AGO1 8055

iii CBRE
AL kLLS

2010 CB Richard Ellis Inc
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SUBJECT PHOTOGRAPHS

AERIAL VIEW OF THE TRACK AREA

AERIAL VIEW OF THE STABLES

iv CERE
r.L.t.s

2010 CS Richard Ellis Inc
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CBRE
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LOWER PARKING AREA LOOKING NORTH

UPPER PARKING AREA LOOKING EAST
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GOLDEN GATE FIELDs LAND AS IF VAtAN SUMMARY OF SALIENT FACTS

SUMMARY OF SALIENT FACTS

Property Name

Location

Assessors Parcel Numbers

Highest and Best Use

As If Vacant

Property Rights Appraised

Gross Land Area

Net Land Area

Estimated Exposure Time

VALUATION

Land Value

Market Value As Is On May 142010

Golden Gate Fields Land As If Vacant

1100 Easfshore Highway Albany and Berkeley

Alameda County CA 94710

066-2680-003-05

066-2680-003-01

060-2535-001

Hold for future mixed use development

Fee Simple Estate

164.1OAC

136.00 AC

12 Months

Total

$651 70000

CONCLUDED MARKET VALUE

Interest Appraised Date of Value Value

Fee Simple Estate May 14 2010 $65170000

Appraisal Premise

Hypothetical As Vacant

Compiled by CBRE

EXTRAORDINARY ASSUMPTIONS AND HYPOTHETICAL CONDITIONS

The appraisal applies to land value only making no analysis of and attributing no value to

improvements licenses and business or going concern value leases or leased fee interests

The site is specifically assumed to be vacant and available for development

VIII CBRE
I3 -\fl Li%

7148196 SF

5924160 SF

Per SF

$11.00

2010 CB Richard El/is Inc
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GOLDEN GATE FIELDS LAND AS If VALMIT INTRODUCTION

INTRODUCTION

Properly Identification Golden Gate Fields Land As If Vacant

Location 1100 Eostshore Highway

Albany and Berkeley CA

Assessors Parcel Number 066-2680-003-05

066-2680-003-01

060-2535-001

Properly History

Current Owner MEC Land Holdings California Inc formerly known as

Ladbroke Land Holdings Inc California Corporation It

is noted that the property was involved in bankruptcy

proceeding and the reorganization plan was approved in

May 2010 but the new ownership title was not available

Current Asking Price Not being marketed

Previous Sale Date N/A

Previous Sale Price N/A

Other Sales Past Years None

Appraisal Premise Date of Value Properly Rights Appraised

Hypothetical As Vacant May 14 2010 Fee Simple Estate

Date of Inspection May 14 2010

Date of Report July 2010

Intended Use User of Report The appraisal will be used by the Client as part of an asset

valuation related to corporate transaction The

appraisal report may be distributed to and relied upon by

the Clients professional advisors

Special Appraisal Instructions Assume the site is vacant

Exposure/Mktg Time In formation Range Average

Comparable Sales Data -9 Months 12.0 Months

Local Market Professionals 12 Months 12.0 Months

Estimated Exposure Time 12 Months

PURPOSE OF THE APPRAISAL

The purpose of this appraisal is to estimate the market value of the sublect property under the

hypothetical assumptions specified The current economic definition of market value agreed upon by

agencies that regulate federal financial institutions in the U.S and used herein is as follows

CERE
2010 CR Richard Ellis Inc



GOLDEn GATE FIELDs LAND As IF VACMIT INTRODUCTION

The most probable price which property should bring in competitive and open market under all

conditions requisite to fair sale the buyer and seller each acting prudently and knowledgeably and

assuming the price is not affected by undue stimulus Implicit in this definition is the consummation of

sale as of specified date and the passing of title from seller to buyer under conditions whereby

buyer and seller are typically motivated

both parties are well informed or well advised and acting in what they consider their own best

interests

reasonable time is allowed for exposure in the open market

payment is made in terms of cash in U.S dollars or in terms of financial arrangements

comparable thereto and

the price represents the normal consideration for the property sold unaffected by special or

creative financing or sales concessions granted by anyone associated with the sale

TERMS AND DEFINITIONS

The Glossary of Terms in the Addenda provides definitions for additional terms that are and may be

used in this appraisal

SCOPE OF WORK

The scope of the assignment relates to the extent and manner in which research is conducted data is

gathered and analysis is applied all based upon the following problem-identifying factors stated

elsewhere in this report

Client

Intended use

Intended user

Type of opinion

Effective date of opinion

Relevant characteristics about the sublect

Assignment conditions

This appraisal of the subject has been presented in the form of Summary Report which is intended

to comply with the reporting requirements set forth under Standards Rule 2-2b of the USPAP That is

this report incorporates summary of all information significant to the solution of the appraisal

problem It also includes summary descriptions of the subject and the market for the subject type

CBRE completed the following steps for this assignment

Office of Comptroller of the Currency 0CC 12 CFR Part 34 Subpart Appraisals 34.42 Office of Thrift

Supervision OTS 12 CFR 564.2 Appraisal Institute The Dictionary of Real Estate Appraisal 4th ed Chicago Appraisal

Institute 2002 77-1 78 This is also compatible with the RTC FDIC FRS and NCUA definitions of market value as well as

the example referenced in the Uniform Standards of Professional Appraisal Practice USPAP

CERE
cE CrARD ru

2010 CB Richard Ellis Inc
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Extent to Which the Properly is Identified

CBRE collected the relevant information about the sublect from the owner or representatives public

records and through an inspection of the subject property The property was legally identified

through the following sources

postal address

assessors records

Extent to Which the Properly is Inspected

While the subjects exterior was viewed from the street an interior inspection of the sublect was not

required given the hypothetical assumption valuing the site as vacant Therefore all physical

information regarding the subject was obtained from the following sources

county assessors records

previous appraisal dated March 2009 prepared by GB Richard Ellis Valuation

Type and Extent of the Data Researched

CBRE reviewed the micro and/or macro market environments with respect to physical and economic

factors relevant to the valuation process This process included interviews with regional and/or local

market participants available published data and other various resources CBRE also conducted

regional and/or local research with respect to the following

applicable tax data

zoning requirements

flood zone status

demographics

comparable data

Type and Extent of Analysis Applied

CBRE analyzed the data gathered through the use of appropriate and accepted appraisal

methodology to arrive at probable value indication via each applicable approach to value The

following approaches to value were utilized in this report

Sales Comparison Approach

The steps required to complete each approach are contained in the appraisers files CBRE then

correlated and reconciled the results into reasonable and defensible value conclusion as defined

herein

CERE
CAt ELL

2010 CB Richard Ellis Inc
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AREA ANALYSIS
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Moodys Economy.com provides the following Oakland California Division metro area

economic summary as of December 2009 The full Moodys Economy.com report is presented in the

Addenda

OAKLAND-FREMONT-HAYWARD ECONOMIC ANALYSIS

Indicators 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013

Gross Metro Product C$B 96.7 97.9 102.3 105.2 105.7 105.4 105.9 101.6 104.0 107.6 113.4 117.3

Change 7.7 1.2 4.5 2.8 0.4 -0.2 0.4 -4.7 2.4 3.4 5.4 3.5

Total Employment 000 1039.8 1025.5 1023.6 1032.1 1045.4 1048.2 1030.0 988.3 976.0 994.6 1032.8 1065.1

Change 7.4 74 -0.2 0.8 7.3 0.3 -1.7 -4.0 -7.2 7.9 3.8 3.7

unemployment Rate 6.3 6.6 5.7 5.0 4.4 4.7 6.2 10.8 12.0 11.1 9.0 7.6

Personal Income Growth -0.5 2.5 6.0 4.8 7.8 5.1 2.2 -3.0 2.3 3.6 5.0 5.3

Population 000 2443.3 2442.1 2439.2 2441.8 2449.2 2468.3 2504.1 2528.6 2556.3 2583.4 2610.8 2637.4

Single-Family Permits 7572 7171 6654 7074 5003 4068 1803 1611 1884 2796 4616 4381

Multifamily Permits 1747 4181 4312 3766 5495 2770 2173 659 744 1167 1652 1605

Existing Home Price SThs 461.9 498.9 583.4 653.0 694.6 739.9 553.0 401.6 367.0 389.7 412.5 430.6

Mortgage Originations SMil 75693 103022 71762 76589 63481 49478 34617 43631 39839 32179 29175 32584

Net Migration 000 -15.4 -18.4 -18.5 -13.1 -9.6 1.1 18.1 6.5 8.9 7.7 7.3 6.0

Personal Bankruptaes 6770 7318 6794 9196 2485 4.382 7553 12.181 15483 18855 18450 16384

Source Moodys Economy.com

CBRE
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RECENT PERFORMANCE

Oakland is emerging from deep recession Industrial production and transportation are among the

first industries to increase output The labor market is lagging improvements elsewhere in the

economy However both the rate of lob losses and the rise in the unemployment rate have eased in

recent months Local government employment has been the largest contributor to job cuts in recent

months reflecting worsening local fiscal conditions

MANUFACTURING

Goods-producing industries in Oakland will transition away from heavy manufacturing in the near

term In March the New United Motor Manufacturing Inc plant will cease operations as will several

of its suppliers in the metro division and elsewhere in the Bay Area Almost 5000 direct employees of

the NUMMI will lose their jobs as result of the shutdown

In contrast to the long-term structural changes underway in some of Oaklands durable goods-

producing industries other manufacturers will expand operations in the near term In addition to

building second manufacturing facility solar panel maker Solyndra Inc is adding 500000 square

feet of warehouse space Solyndras expansion has been assisted by $535 million loan from the

Department of Energy to fund renewable energy technologies and manufacturing

TRADE

International trade through Oakland will increase in 201 from the depressed levels of the past few

years Outbound container traffic through the Port of Oakland is already expanding and has

exceeded year-earlier levels in recent months Gains in outbound containers reflect recovering global

growth and the falling value of the U.S dollar Inbound container traffic continues to fall and is

awaiting stronger pace of growth of the U.S economy in the second half of 2010

sustained
recovery in international trade volumes will spill over into Oaklands ancillary industries

Employment at warehouses and transportation firms servicing the port will begin to increase by the

second half of 2010 in order to handle the growing volume of containers Union Pacific Railroad Co

recently completed improvements to its tracks and tunnels that will allow the use of double-stack

containers through the Sierra Nevada Mountains This will help to further increase international traffic

volumes for the railroad as well as the warehouses serving the
port in the future

HOUSING

The housing market in Oakland will pull back in 2010 from recent gains before strengthening on

more sustainable footing in 2011 House prices have increased 8% since reaching bottom in the first

quarter of this year according to the Case-Shiller House Price Index However an up-tick in

foreclosures and continued job losses will push house prices down 6% from current levels by the

second half of 2010

CERE
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Further price depreciation will be boost for the sale of existing and new residences in Oakland next

year The recent extension and expansion of the federal tax credit for first-time homebuyers will

increase affordability for additional would-be and previously discouraged buyers Permits for the

construction of new houses are forecast to grow in 2010 although at lower level than prior to the

recession

CONCLUSION

The economic outlook for Oakland is for
recovery in 2010 followed by stronger growth in 2011

Improvements in the labor market will lag with the unemployment rate peaking at 12% in the first half

of next year Despite its business and housing cost advantages over the rest of the Bay Area

Oaklands costs are above average and will keep it from exceeding the U.S growth rote during the

intermediate and long-term periods of the forecast

CERE
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LOCATION

NEIGHBORHOOD ANALYSIS

The subject is located at the western border of Albany and Berkeley These cities are centrally located

in the San Francisco Bay Areo

BOUNDARIES

The neighborhood boundaries are detailed as follows

LAND USE

Land uses within the subject neighborhood consist of mix of industrial residential and commercial

uses but the most prominent use is the Golden Gate race track Residential uses are comprised of

single family residential and multi-family residential with multi-family residential uses consisting of

low-rise condominiums and apartments Nearly 35% of housing in the one-mile sphere was

constructed prior to 939
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GOLDEN GATE FIELDS LAnD As IF VACANT NEIGHBORHOOD ANALYSIS

GROWTH PATTERNS

The neighborhood is essentially fully built-out with most new development opportunities consisting of

re-development or site assemblages The area is considered to be in the stable stage of its lifecycle

ACCESS

Access to the area is considered good Interstate 80 which travels southwest to San Francisco and

northeast to Sacramento has various access points to/from the neighborhood There are two BART

Bay Area Rapid Transit commuter rail stations in the neighborhood one adjacent to El Cerrito Plaza

There is also public bus transit San Pablo Avenue is the main north-west thoroughfare traveling

through Albany and El Cerrito as well as other nearby communities such as Pinole Richmond San

Pablo Berkeley and Oakland

The commute to the San Francisco Central Business District is approximately twenty minutes The

University of California at Berkeley is approximately minutes from the subject location

DEMOGRAPHICS

Selected neighborhood demographics in one- three- and five-mile radius from the subject are

shown in the following table

CERE
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SELECTED NEIGHBORHOOD DEMOGRAPHICS

1100 Eastshore Highway Mile Mile Mile

Albany CA Radius Radius Radius

Population

2014 Population 13845 140821 300228

2009 Population 13655 138362 291920

2000 Population 13869 138530 286142

1990 Population 14637 134477 273783

Annual Growth 2009 2014 0.28% 0.35% 0.56%

Annual Growth 2000 2009 -0.17% -0.01% 0.22%

Annual Growth 1990 2000 -0.54% 0.30% 0.44%

Households

2014 Households 5851 61524 124382

2009 Households 5810 60486 121149

2000 Households 6021 61021 119878

1990 Households 6242 58689 115265

Annual Growth 2009 2014 0.14% 0.34% 0.53%

Annual Growth 2000 2009 -0.40% -0.10% 0.12%

Annual Growth 1990 2000 -0.36% 0.39% 0.39%

Income

2009 Median HH Inc $60598 $59895 $55671

2009 Estimated Average Household Income $74035 $83969 $79944

2009 Estimated Per Capita Income $31735 $37193 $33528

Age 25 College Graduates 2000 5885 56172 93469

Age 25 Percent College Graduates 2009 58.8% 56.3% 45.7%

Source CBRE

CONCLUSION

As shown above the population within the subiect neighborhood has shown very small decrease in

the
past

five years with the population prolected to again grow slightly over the next five years Within

five-mile radius the median household income is low at $55671 Overall the neighborhood is

considered to be in the mature stage of its lifecycle There has been limited growth in the

neighborhood due to the lack of available land for new development The demand for existing

developments is prolected to be good due to the lack of new developments and given good access to

the areas freeway network and employment centers

CBRE
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MARKET ANALYSIS RETAIL

The sublect is zoned WF Waterfront District which is very restrictive by the City of Albany arid SP

Specific Plan by the City of Berkeley The zoning section identifies other uses allowed within the WF

zone Market statistics for these various uses park and recreation facilities waterfront sports related

commercial uses etc are not tracked by the real estate industry However given the water front

location with good access to Interstate 80 mixed use commercial/residential project would be most

likely if the site were to be redeveloped As such we have examined the retail rental residential

office and hotel markets in the area

RETAIL MARKET

REIS Retail Statistics

The sublect is located in the City of Albany and Berkeley which are in the Central/North Alameda

submarket According to Reis the Central/North Alameda submarket is located in the Oakland-East

Bay market Market statistics for the Central/North Alameda submarket and the Oakland-East Bay

market are shown in the following table

RETAIL MARKET STATISTICS

Central/N

Category Oakland-East Bay Alameda

Existing Supply SF 27566000 5813000

New Construction SF 407000

Leasing SF 108000 37000

Average Occupancy 93.9% 95.7%

Average Rent PSF $2.34 $2.31

Date of Survey Year End 2009

Source

As shown above occupancy rates are high in both the overall market area and submarket The

submarket has slightly lower rental rate per square foot per month in comparison to the market

Overall Market Trends

The table below presents the quarterly trends in rental rates and occupancy for the Oakland-East Bay

market and the Central/North Alameda County submarket over the past nine years

10 CERE
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GOLDEN GATE FIELDS LAND As IF VACAIIT MARKET ANALYSIS

RETAIL MARKET TRENDS

Oakland-East Bay Central/N Alameda

Date Rent PSF Occupancy Rent PSF Occupancy

2001 $1.83 95.0% $1.82 93.7%

2002 $1.97 94.8% $1.93 92.7%

2003 $2.04 95.7% $1.98 94.4%

2004 $2.14 97.1% $2.07 96.4%

2005 $2.22 97.6% $2.16 97.4%

2006 $2.34 96.8% $2.31 96.0%

2007 $2.42 96.1% $2.38 96.2%

2008 $2.42 94.9% $2.36 95.1%

2009 $2.39 93.9% $2.31 95.7%

Source REIS 4th Q2009

Rental rates have been
increasing since 2001 but either slowed or declined in 2008 Occupancy

rates declined in 2008 compared with the previous five years Rates are projected to decline further

over the next several years

Market Absorption Trends

The table below presents the quarterly trends in net absorption for the Oakland-East Bay market and

the Central/North Alameda County submarket over the past nine years

RETAIL MARKET ABSORPTION TRENDS

Central North

Year Oakland-East Bay Alameda

2001 -268000 -144000

2002 287000 61000
2003 392000 123000

2004 425000 117000

2005 409000 201000
2006 330000 126000
2007 363000 88000
2008 -186000 -17000

2009 108000 37000
Yr Average 206667 65778

Source REIS Inc

DEMOGRAPHIC ANALYSIS

Demand for additional retail
property is direct function of population change and household

income Retail properties are products of clearly definable demand relating directly to population

shifts and income patterns
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Housing Population and Household Formation

The following table illustrates the population and household changes for the sublect neighborhood

POPULATION AND HOUSEHOLD PROJECTIONS

Mile Mile Mile

Population
Radius Radius Radius

2014 Population 13845 140821 300228

2009 Population 13655 138362 291920

2000 Population 13869 138530 286142

1990 Population 14637 134477 273783

Annual Growth 2009 2014 0.28% 0.35% 0.56%

Annual Growth 2000 -2009 -0.17% -0.01% 0.22%

Annual Growth 1990 2000 -0.54% 0.30% 0.44%

Households

2014 Households 5851 61524 124382

2009 Households 5810 60486 121149

2000 Households 6021 61021 119878

1990 Households 6242 58689 115265

Annual Growth 2009 2014 0.14% 0.34% 0.53%

Annual Growth 2000 2009 -0.40% -0.10% 0.12%

Annual Growth 1990 2000 -0.36% 0.39% 0.39%

Source CBRE

Population and households represent basic units of demand in the retail market According to the

data presented the subjects neighborhood is experiencing relatively stable level of both population

and households The area is densely populated with more than 61420 households within three-

mile radius

Income Distributions

Household income available for expenditure on consumer items is primary factor in determining the

retail supply and demand levels in given market area In the case of this study projection of

household income identifies in gross terms the market from which the subject submarket draws The

following table illustrates estimated household income distribution for the subject neighborhood
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HOUSEHOLD INCOME DISTRIBUTION

Mile Mile Mile

Households by Income Distribution 2009 Radius Radius Radius

Less than $15K 9.60% 13.78% 14.46%

$15K $25K 9.33% 8.66% 9.31%

$25K $35K 9.12% 8.51% 9.01%

$35K $50K 13.18% 11.86% 12.89%

$50K $75K 19.59% 16.98% 17.03%

$75K $100K 14.97% 12.41% 12.00%

$100K-$150K 15.40% 14.64% 13.46%

$150K $250K 7.69% 9.28% 8.18%

$2 50K $500K 0.96% 2.52% 2.39%

$500K or more 0.14% 1.36% 1.27%

Source CBRE

The following table illustrates the median and average household income levels for the sublect

neighborhood

HOUSEHOLD INCOME LEVELS

Mile Mile Mile

Income Radius Radius Radius

2009 Median HH Inc $60598 $59895 $55671

2009 Estimated Average Household Income $74035 $83969 $79944

2009 Estimated Per Capita Income $31735 $37193 $33528

Source CBRE

An analysis of the income data indicates that the submarket is generally comprised of lower and

middle-income economic cohort groups which include the target groups to which the subject property

is oriented

Outlook

Based on this analysis the immediate area surrounding the subject property is projected to experience

limited positive growth relative to households population and income levels into the near future This

is largely due to the lack of available land for development Given the area demographics if appears

that demand for both comparable surrounding area retail properties and the subject will continue to

be favorable

City of Albany Retail Market Overview

With population of 350000 people living within fifteen mile radius Albany is part of large

regional retail market including Berkeley Kensington and El Cerrito Located at the juncture of
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Interstates 80 and 580 the City is traversed by malor surface arteries connecting Alameda and

Contra Costa counties Albanys public transportation access includes regional bus system service and

Bay Area Rapid Transit BART station on its northern border Oakland International Airport is less

than half-hour away

With level of taxable sales per resident lower than most East Bay cities Albany is prime target for

enterprising businesses The involvement of residents in the development of Solano and San Pablo

Avenues indicates strong local interest in better access to shops and services With high incomes

comparable to those found elsewhere in the East Bay Albany residents comprise potentially lucrative

retail market

The City of Albany is committed to serving business with lower development fees than surrounding

cities and friendly can-do attitude towards commercial improvement The city staff strives to employ

an entrepreneurial spirit when assisting new businesses

City of Berkeley Retail Market Overview

According to the Citys Office of Economic Development Berkeley is strong consumer market with

approximately $1.7 billion in annual disposable income Berkeleys charm and character is reflected

in its neighborhood retail districts which maintain friendly village-like ambience These districts

each have their own unique character and bustle with constant foot traffic on which retailers depend

Retail space demand in the City of Berkeley is strong Retail uses are predominantly located along

Shattuck and University Avenues the 4tF Street retail corridor and the Telegraph retail corridor In

addition there is strong demand for residential uses due to continuing housing crunch in the city

Mixed-use projects containing retail ground floor units that service the local neighborhood are common

New Construction

The East Bay region will see limited new retail development over the next few years As of this report

there is no new retail product is under construction in Albany although the University Village

Retail/Mixed Use project has their EIR out for public review and there is Safeway proposed for

Solano Avenue Although some new retail product is being developed in Berkeley this will primarily

be within small mixed-use buildings The most significant and closest planned new retail development

would in the neighboring City of Emeryville

Rents

Albany consists of two main retail neighborhoods as discussed above The more desirable

pedestrian-oriented area along Solano Avenue generates retail rental rates in the $1 .50 to $2.50 per

square foot per month triple net range
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Berkeley consists of many retail neighborhoods The more desirable pedestrian-oriented areas in

Downtown Berkeley 4th Street and along Solano Avenue generate retail rental rates in the $2.00 to

$4.50 per square foot
per

month triple net range

RETAIL CONCLUSION

The area in which the subject is located is built-out and is not anticipated to experience significant new

retail development Consequently new retail development will likely come at the expense of

redeveloping existing commercial structures Continued leasing activity in the overall market should

ensure the vacancy rate in the sublects submarket will remain relatively low Market indicators should

improve but at more deliberate pace than seen in the last several years Given the subjects strong

location near the bay as well as the limited supply of land this area is anticipated to remain strong

market
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BAY AREA MULTIFAMILY MARKET

The sublect is located in the City of Albany and Berkeley There are is only one large over 00 units

apartment in either city the 392 unit East Village complex in Albany rather multi-family housing units

are typically in smaller older buildings

APARTMENT MARKET OVERVIEW

Vacancy rates for multifamily properties in the Bay Area remained relatively stable between 986 and

2000 During this time period vacancy rates rarely rose above 5% The year-end 2001 vacancy rate

in the Bay Area of 5.30% was the highest in over years which demonstrated the softening of the

apartment market in the Bay Area in 2001 Vacancy levels peaked at 6.08% at the end of 2003 and

have stabilized since this period

The following table summarizes the historical multi-family vacancy rates in the Bay Area

BAY AREA MULTI-FAMILY VACANCY RATES

1996 -2005

Counly 1992 1993 1994 1996 1997 1998 1999 2000 2001 2002 2003 2004 2005 Avg.96-05

Alameda 2.60% 5.20% 4.80% 3.20% 3.40% 3.70% 3.70% 2.70% 5.50% 4.34% 5.58% 6.93% 4.00% 4.31%

Contra costa 2.70% 6.00% 5.70% 4.80% 4.40% 3.50% 3.90% 2.90% 4.00% 4.16% 5.52% 5.43% 5.60% 4.42%

Mann 3.10% 2.60% 3.20% 2.60% 3.40% 3.20% 4.20% 2.70% 3.80% 4.68% 4.59% 5.38% 3.80% 3.84%

Napo 1.20% 3.10% 2.90% 2.50% 3.20% 2.20% 2.60% 2.30% 3.30% 2.16% 4.00% 6.13% 5.40% 3.38%

San Francisco 3.30% 4.90% 4.10% 3.70% 3.30% 2.80% 2.90% 1.80% 5.70% 4.85% 6.09% 6.43% 4.10% 4.17%

San Mateo 1.60% 3.80% 3.40% 2.90% 4.40% 4.70% 4.30% 3.40% 6.20% 5.58% 6.58% 6.49% 3.30% 4.79%

Santa Clara 3.40% 4.90% 4.00% 2.60% 2.80% 3.80% 3.60% 2.40% 5.90% 4.94% 6.32% 5.38% 4.00% 4.17%

Solano 2.20% 4.80% 5.10% 4.60% 4.30% 4.00% 4.10% 2.20% 3.70% 3.91% 6.01% 6.63% 5.60% 4.51%

Sonoma 4.10% 5.40% 6.00% 3.60% 3.20% 2.80% 3.30% 2.50% 3.20% 4.08% 7.28% 6.85% 7.10% 4.39%

Average 2.90% 5.00% 4.50% 3.30% 3.50% 3.40% 3.70% 2.60% 5.30% 4.65% 6.08% 6.03% 4.30% 4.29%

Source Real Data

As of June 2006 RealData no longer publishes data by county or by city the counties are now

broken out into 37 districts The reformatted data is shown in the following table
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BAY AREA MULTI-FAMILY VACANCY
SECOND QUARTER 2006 FOURTH QUARTER 2009

District 2nd Qtr 4th Qtr 2nd Qtr 4th Qtr 2nd Qtr 4th Qtr 2nd Qtr 4th Qtr Avg Last

2006 2006 2007 2007 2008 2008 2009 2009 Qtrs

5.60% 7.83% 6.72%Alameda Co Central 3.55% 3.79% 3.60% 3.99% 4.25% 4.65%

Alameda Co East 2.98% 3.55% 3.85% 3.48% 3.88% 5.24% 5.71% 4.92% 5.31%

Alameda Co North 2.30% 4.70% 6.67% 5.66% 4.06% 5.38% 5.07% 5.38% 5.23%

Alameda Co South 3.02% 3.11% 3.24% 3.98% 3.33% 3.79% 5.07% 5.64% 5.36%

Contra Costa Co Central 4.39% 5.51% 4.96% 4.75% 3.83% 4.46% 6.29% 5.90% 6.10%

Contra Costa Co East 6.71% 7.22% 5.57% 5.87% 4.67% 5.39% 7.32% 6.70% 7.01%

Contra Costa Co North Central 2.04% 2.86% 2.45% 1.63% 2.04% 1.63% 3.67% 3.27% 3.47%

Contra Costa Co South Central 2.92% 5.23% 4.33% 3.97% 3.36% 3.86% 5.71% 4.55% 5.13%

Contra Costa Co West 6.42% 8.41% 7.23% 6.13% 4.05% 4.08% 6.28% 7.08% 6.68%

Mann Co Central 3.11% 3.08% 3.73% 3.65% 3.80% 3.65% 4.92% 6.30% 5.61%

MarinCo North 3.91% 3.17% 1.68% 1.68% 1.12% 1.68% 5.21% 7.82% 6.52%

Mann Co South 4.21% 3.12% 3.93% 3.66% 4.07% 3.80% 6.38% 4.34% 5.36%

Napa Co 6.48% 14.72% 11.25% 7.92% 3.83% 5.78% 7.86% 4.90% 6.38%

San Francisco Co Central 4.84% 5.52% 3.34% 4.14% 3.86% 3.19% 5.00% 5.19% 5.10%

San Francisco Co East Central 2.58% 4.33% 6.91% 1.17% 2.03% 3.63% 5.73% 4.72% 5.23%

San Francisco Co East 3.05% 3.77% 2.43% 3.16% 3.78% 3.15% 5.53% 5.28% 5.41%

San Francisco Co North 3.18% 5.70% 3.71% 2.78% 2.78% 2.91% 9.27% 5.83% 7.55%

San Francisco Co Northeast N/A N/A N/A N/A N/A N/A N/A N/A N/A

San Francisco Co South 1.95% 1.95% 3.90% 4.55% 2.60% 3.90% 3.90% 4.55% 4.23%

San Francisca Co West 5.20% 5.93% 5.18% 12.42% 6.81% 2.15% 4.05% 9.93% 6.99%

San Mafeo Co Central 4.92% 3.73% 3.58% 2.92% 3.18% 3.83% 5.05% 4.80% 4.93%

San Mateo Co East 4.44% 3.94% 3.84% 3.40% 4.34% 4.88% 6.95% 6.26% 6.61%

San Mateo Co North 5.27% 5.42% 6.03% 4.68% 6.31% 6.45% 8.95% 7.46% 8.21%

San Mateo Co West 4.33% 4.45% 4.33% 3.16% 2.58% 6.56% 5.97% 5.27% 5.62%

Santa Clara Co Central 3.61% 3.87% 4.63% 4.34% 4.10% 4.45% 6.71% 5.67% 6.19%

Santa Clara Co North 2.59% 3.24% 2.05% 2.46% 3.22% 3.15% 4.79% 4.38% 4.59%

Santa Clara Co North Central 3.36% 3.79% 4.60% 3.07% 3.78% 3.50% 5.48% 4.71% 5.10%

Santa Clara Co South 3.23% 3.48% 6.22% 7.46% 6.22% 5.07% 6.12% 4.20% 5.16%

Santa Clara Co South Central 3.39% 2.60% 2.84% 2.43% 2.78% 3.63% 4.83% 5.62% 5.23%

Santa Clara Co West 3.20% 3.33% 3.42% 3.24% 3.79% 4.92% 6.00% 5.42% 5.71%

Santa Clara Co West Central 2.93% 2.85% 3.23% 4.43% 3.51% 4.50% 5.98% 4.97% 5.48%

Solano Ca Central 6.67% 5.53% 6.56% 6.38% 4.95% 6.09% 6.13% 7.60% 6.87%

Salano Co North 4.27% 5.28% 4.66% 4.60% 6.10% 5.68% 5.45% 5.85% 5.65%

Solano Ca Southeast 2.96% 5.85% 9.03% 5.61% 4.18% 5.20% 6.75% 6.20% 6.48%

Sonama Co Central 5.75% 5.53% 4.48% 3.71% 3.29% 3.62% 5.46% 6.41% 5.94%

Sonomo Ca East 4.10% 2.46% 3.28% 2.46% 4.92% 4.92% 7.38% 12.30% 9.84%

Sonoma Ca South 9.51% 5.05% 3.91% 2.77% 3.42% 5.21% 6.25% 6.40% 6.33%

BayArea 3.90% 4.29% 4.35% 4.27% 3.93% 4.33% 5.92% 5.81% 5.87%

Source Real Data

The most Current RealData information states that the total VOC0flC rate in the subleds Alameda

County North submarket Was 5.38% as of the Fourth Quarter of 2009 This rate is below the Bay

Area market average of 5.81% Over the last eight reporting periods the vacancy rate in the Alameda

County North submarket has ranged from low of 2.30% in the second quarter of 2006 to 6.67% in

the Second Quarter of 2007 with an average vacancy rate of 5.23% over the past two reporting

periods reported
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Rents

Rents in the Bay Area were generally stable in 994 but increased rapidly from 995 to 2000 For

most counties rents decreased in 2001 2002 and 2003 with mixed changes depending on county

in 2004 and 2005

Overall the peak full year for rental increases was in 2000 when the average overall rent increase in

the Bay Area was 34.0% The following table summarizes historical rental rate changes by county

BAY AREA HISTORIC MULTI-FAMILY RENT INCREASES

1995- 2005

county 1993 1994 1995 1996 1997 1998 1999 2000 2001 2002 2003 2004 2005 Avg.96-05

Alameda 1.80% 1.00% 2.00% 12.00% 9.50% 7.09% 5.30% 34.80% -12.37% -6.75% -3.95% -1.37% 2.10% 4.64%

contra costa 1.10% -0.10% 3.30% 7.50% 6.20% 9.76% 9.50% 25.20% -6.29% -3.36% -3.47% -0.72% 4.30% 4.86%

Morin -3.30% 4.30% 3.60% 7.70% 11.40% 10.01% 5.80% 17.20% -8.38% -17.71% -5.23% -0.61% 1.20% 2.14%

Napo 0.30% 1.00% 1.20% 3.70% 5.80% 7.87% 7.20% 14.40% 6.72% 0.00% 0.00% 3.15% 0.80% 4.96%

San Francisco 1.10% 1.70% 2.60% 20.50% 15.60% 13.95% 7.20% 35.80% -16.03% -4.55% -0.95% 0.00% 4.80% 7.63%

San Mateo 3.20% 1.90% 4.40% 18.80% 7.10% 10.76% 7.90% 37.40% -17.89% -5.94% -2.63% -9.19% 6.50% 5.28%

Santa clara 2.70% 0.10% 10.20% 17.50% 10.70% 2.95% 7.00% 38.80% -24.15% -9.50% -6.17% 0.00% 3.90% 4.10%

Solano -0.60% 0.60% 0.00% 2.50% 4.20% 7.18% 8.80% 16.20% 9.00% 0.00% 0.80% 0.00% 0.80% 4.95%

Sonoma -0.60% -1.20% 2.40% 5.90% 7.70% 10.00% 5.60% 17.70% 1.00% 0.75% -1.48% 7.52% -5.60% 4.91%

Average 1.00% 0.90% 5.90% 13.90% 9.90% 8.84% 7.80% 34.00% -17.10% -5.90% -4.38% -1.31% 4.00% 4.98%

Source Real Data

In 2000 there was lack of available apartments in the area and in surrounding Bay Area

communities to meet demand which placed significant upward pressure on rental rates This demand

decreased in 2001 due to declining economic conditions in the Bay Area which caused rental rates

to shift downwards and vacancy rates to increase as shown in the prior charts The average Boy Area

rental rate decreased in 2001 for the first time in over ten years Rents further declined overall in the

Bay Area in 2002 2003 and 2004 Rents increased in the Bay Area overall by 4.0% between

December 2004 and December 2005 Most counties had rent decreases between 2001 and 2004

but at lower levels than experienced between 2000 and 2001 Most counties had
very

small changes

in rents between 2004 and 2005

As previously stated as of June 2006 RealData no longer publishes data by county or by city the

counties are now broken out into 37 districts The reformatted data is shown in the following table
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BAY AREA MULTI-FAMILY RENT INCREASES

SECOND QUARTER 2006 FOURTH QUARTER 2009

District 2nd Qtr 4th Qfr 2nd Qtr 4th Qtr 2nd Qtr 4th Qtr 2nd Qtr 4th Qtr Avg Last

2006 2006 2007 2007 2008 2008 2009 2009 Qtrs

Alameda Co Central 2.07% 4.73% 3.87% 3.11% 3.01% -1.17% 1.18% 0.58% 0.88%

Alameda Co East 3.95% 5.06% 0.00% 3.61% 3.49% -1.12% -2.27% -1.74% -2.01%

Alameda Co North 2.25% 9.34% 2.51% -4.90% 10.31% -0.47% -12.21% 6.42% -2.89%

Alameda Co South 4.14% 3.97% 3.18% 3.70% 2.98% 1.73% -2.84% -2.92% -2.88%

Contra Costa Co Central 3.47% 3.36% 0.65% 4.52% 4.94% 0.00% -2.35% -1.20% -1.78%

Contra Costa Co East 0.77% 0.76% 3.79% 1.46% 1.44% -2.84% -3.65% 1.52% -1.07%

Contra Costa Co North Central 0.00% 0.00% -6.72% 3.20% 3.88% 0.00% -2.99% -0.77% -1.88%

Contra Costa Co South Central 4.64% 3.16% -1.23% 4.35% 2.38% 1.16% -1.72% 0.58% -0.57%

Contra Costa Co West 3.50% 0.68% 0.67% 1.33% 1.97% 0.65% -1.28% -0.65% -0.97%

Mann Co Central 7.36% 3.43% 1.10% 3.83% 3.16% 0.00% 0.00% -2.04% -1.02%

Mann Co North -3.38% 1.40% 3.45% 5.33% 1.27% 3.75% 0.60% -0.60% 0.00%

Mann Co South -1.64% 3.33% 10.75% -2.91% -1.00% 5.05% -2.40% -5.91% -4.16%

Napa Co 3.79% 12.41% 0.00% 1.95% 1.91% -0.63% 0.00% 0.00% 0.00%

San Francisco Co Central 8.70% 1.78% 6.55% 7.38% 4.58% 4.38% -3.85% -1.45% -2.65%

San Francisco Co East Central 9.34% 4.27% 3.75% 13.49% 5.51% 6.32% -2.33% -7.14% -4.73%

San Francisco Co East 4.62% 9.19% 2.36% 3.62% 3.81% 0.31% -1.22% -3.70% -2.46%

San Francisco Co North 4.74% 16.58% -0.86% 10.43% 1.97% 2.32% 0.00% 0.00% 0.00%

San Francisco Co Northeast N/A N/A N/A N/A N/A N/A N/A N/A N/A

San Francisco Co South 0.90% 20.63% 1.86% 6.93% 0.34% 6.12% 0.00% -14.42% -7.21%

San Francisco Co West 2.56% 4.00% -4.33% 13.57% 3.54% 6.41% 0.40% 0.00% 0.20%

San Mateo Co Central 3.85% 5.29% 2.51% 5.39% 3.26% -0.90% -8.18% 0.00% .4.09%

San Mateo Co East 1.52% 6.50% 0.94% 3.26% 3.60% -0.43% -2.62% -0.90% -1.76%

San Mateo Co North 7.88% 10.67% 1.02% 7.04% 2.35% 0.46% -1.37% -0.46% -0.92%

San Mateo Co West 8.00% 3.17% 1.54% 5.56% 1.91% 2.35% -0.46% -2.76% -1.61%

Santa Clara Co Central 4.67% 6.37% 3.59% 5.20% 4.40% 1.58% -2.59% -2.66% -2.63%

Santa Clara Co North 3.11% 4.82% 1.72% 3.95% 4.89% 2.07% -0.51% -5.10% -2.80%

Santa Clara Co North Central 5.70% 4.79% 5.14% 4.89% 3.11% -2.01% -7.69% -2.78% -5.24%

Santa Clara Co South 4.52% 0.00% 3.09% 1.80% -4.12% 3.07% -0.60% -2.40% -1.50%

Santa Clara Co South Central 4.08% 6.54% 4.29% 4.71% 2.81% 2.19% -0.53% -3.23% -1.88%

Santa Clara Co West 4.00% 11.54% 2.46% 4.33% 1.84% 0.45% -4.50% -2.36% -3.43%

Santa Clara Co West Central 6.17% 6.98% 4.35% 4.69% 3.48% 0.96% -5.24% -5.03% -5.13%

Solano Co Central 0.00% 0.78% 0.00% 1.54% 0.76% -1.50% 1.53% 0.75% 1.14%

SolanoCo North 1.59% 2.34% 0.00% 0.76% 1.52% 1.49% -0.74% 0.00% -0.37%

SalanoCo Southeast 3.20% 1.55% 0.76% 3.79% 1.46% 0.72% -2.14% -0.73% -1.44%

Sonoma Co Central 0.00% 2.22% 1.45% 2.86% 0.00% 0.69% -0.69% -0.69% -0.69%

Sonama Ca East 0.00% 4.92% 0.00% 10.16% 0.00% 0.00% 0.00% 0.00% 0.00%

Sonoma Co South 0.00% 1.42% 3.50% -0.68% 0.00% -1.36% 2.07% -2.03% 0.02%

BayArea 3.82% 5.52% 2.33% 4.55% 3.26% 1.05% -3.12% -2.15% -2.64%

Source Real Data

Overall the Bay Area experienced rental rate decrease over the prior semi-annual period however

the subjects Alameda County North submarket experienced rental rate increases averaging 6.42%

during the same period Bay Area rental rates increased every semi-annual period from the Fourth

Quarter of 2005 until the Second Quarter of 2009 when the
region saw negative rent growth for the

first time in four years The subjects Alameda County North submarket was one of the few submarkets

to experience rent growth in the Fourth Quarter of 2009 As shown by the table above rent growth

has been significantly impacted by the recent economic slowdown with most districts showing

negative rent growth in 2009 While the most recent published data shows negative rent growth

19 CBRE
9\ii Lii

2010 CB Richard Ellis Inc



GOLDEt GATE FIELDS AND As IF VACANT MARKET ANALYSIS

Area Studio

Alameda County North $1.97

Bay Area $2.56

Source Real Data Inc

MONTHLY RENTS

STABILIZED/UNFURNISHED APARTMENTS

FOURTH QUARTER 2009

County Studio lB/lB 1B/1B 2B/1B 2B/1B 3B/1B 3B/1B 4B/1B Average

Alameda County North $1048 $1235 $1474 $1428 $1762 $1495 $1923 $2500 $1413

BayArea $1239 $1362 $1707 $1517 $1736 $1734 $2154 $2734 $1529
Source Real Data Inc

New Development

The following chart profiles the pattern of new apartment units developed in Alameda County since

1990

ADDITIONS TO INVENTORY

ALAMEDA COUNTY
100 UNIT PROJECTS

Year Addition

1990-1999

2000 803

2001 310

2002 989

2003 151

2004 546

2005 172

2006 1247

2007 714

2008 1076

2009 677

lOYr 669

Average

Source ReolData Inc
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reported data often lags existing conditions Discussions with leasing personnel in the subject

submarket revealed that rental rates are stabilizing and rental concessions are no longer prevalent in

the market

SUBMARKET RENTS

Apartment rental rates in the Alameda County North submarket are lower relative to the Bay Area as

whole The following table summarizes rental rates per square foot and per month within the subjects

submarket and the Bay Area overall

APARTMENT RENTAL RATES PER SQUARE FOOT
FOURTH QUARTER 2009

lB/lB 1B/1B 2B/1B 2B/1B 38/lB 3B/1B 4B/1B Average

$1.83 $1.92 $1.60 $1.64 $1.66 $1.64 $1.86 $1.72

$1.94 $1.96 $1.73 $1.70 $1.74 $1.71 $1.53 $1.82

2010 CB Richard Ellis Inc



GoLDu GATE FlaTs LAND As IF VACANT MARKET ANALYsIs

As can be seen in the preceding table an average of 669 multi-family dwelling units per year were

completed in Alameda County in projects of 00 units between 2000 through 2009

NEW CONSTRUCTION APARTMENTS

According to the City of Albany and Berkeley Planning Departments there are small apartments under

construction and planned in Berkeley but none in Albany Given the demand for housing in the area

high occupancy rates and barriers to entry due to the lack of land available for significant new

development new apartment construction in Berkeley and Albany would likely be well received

Demand

Demand for apartments in the local area is related to employment growth and convenient access to

nearby freeways and shopping areas as well as the desirable quality of the surrounding

neighborhood The Golden Gate Fields site benefits by being proximate to Interstate 80 BART as

well as various retail restaurants office developments and its location relative to U.C Berkeley one

of the main demand generators for the area

RENT CONTROL/BELOW MARKET RENT UNITS

Most apartment units in the City of Berkeley are required to abide by Rent Stabilization Policies

established by the City Council and the Rent Stabilization Board The Rent Stabilization Board is

responsible for controlling rental growth for apartment units Over the last ten years the annual

increases allowed have varied from 0% to 3.5% The Board controls rental growth by requiring the

landlord to have the rental increase notice signed and dated by the tenant This notice also informs

the tenant of his/her rights in terms of allowable or fair rental increases permitted by the city

However if rental unit is voluntarily vacated the landlord is allowed to increase the rent by any

amount he/she deems as fair According to property managers owners and brokers these policies

have some material impact on rents in the subled market Under rent control rents may be increased

by higher amount than the annual allowable amount if the annual rental increases have not been

maintained There are few apartments excluded from this policy for example if an apartment

complex was built after June 30 980 it does not need to comply

There is no rent control in the City of Albany

MARKET PARTICIPANTS

According to market participants demand for multi-family properties in the Berkeley Albany

Emeryville area remains high with occupancy rates averaging 95%-100% in most properties The

main demand generator for housing in the market remains students from the U.C Berkeley campus

Properties close to campus continue to demand the highest rents with the North Berkeley submarket

attaining the highest rents in the market Properties located further from the campus continue to see

strong demand although rents decrease further away from the campus and downtown areas
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Amenities such as balconies views and parking add value to the units especially for typical renters

although these amenities are not critical to student demand

Despite Berkeleys status as rent controlled market investor demand remains strong Selling brokers

report sale listings are seeing high activity with exposure time for well-located properties averaging

less than six months with many properties selling within three months Projections from market

participants are for continued
strong

demand and near-term minor rent growth

INVESTOR ANALYSIS

According to the Fourth Quarter 2009 Korpacz Investor Survey demand for apartments remains

fragile as chronic unemployment results in doubling up with roommates to reduce expenses and

moving in with family members during on-going job searches In the recently released Emerging

Trends in Real Estate 2010 published by PricewaterhouseCoopers LLP and the Urban Land Institute

the turnaround of the job market the pending need for rental housing by the echo boomers and the

lack of obtainable financing for home purchases strengthen the outlook for apartment market

fundamentals In the meantime this sectors vacancy sits at record-high level of 8.0% on national

basis as per the research company Reis Further Reis expects increases in vacancy to continue while

the economy struggles to stabilize resulting in forecast vacancy of 8.3% for 2010

Although the underlying fundamentals of the apartment market remain troubled moderate-income

apartments rank as the most favored core property type among Emerging Trends interviewees scoring

5.55 on scale of abysmal to excellent with respect to investment prospects in 2010

Investors believe that the success of apartments is dependent on both asset position and geography

Specifically investors foresee early buying opportunities in higher-density infill markets convenient to

commercial districts and mass transit While Emerging Trends interviewees suggest concentrating on

Class-B and Class-C entry-level produd with opportunity for cosmetic upgrades and modest fix-ups

they recommend avoiding formerly hot-growth housing areas such as Las Vegas and Phoenix where

developers overbuilt condominium projects According to survey participants overall capitalization

rates OARs for apartment assets in those cities have risen quite substantially Overall the average

OAR for the national apartment market increased 90 basis points over the past year inching above

8.00% for the first time since 2003 As reflection of near-term risk many participants continue to

model declines in market rent in the initial year of their cash flows for the national apartment market

Some of the largest declines in market rent up to 0.0% were reported by participants who own

assets in the Southeast region of the country

APARTMENT CONCLUSION

As of December 2009 Real Data reported that the Alameda County North submarket had an overall

occupancy rate of 94.6% Over the past six years this submarket has historically maintained

occupancy levels near or above 95% on average The multi-family market is expeded to continue to
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slow in the near term due to the current economic recession Property managers report decline in

market conditions and anticipate rents will continue to fall in the near future Concessions are

becoming more prevalent in the market and are expected to become commonplace as the economy

continues to weaken Most managers reported offering concessions as way to keep contract rents

high rather than lowering asking rents However managers reported asking rates have been falling

even as concessions are becoming more common New product delivered to the submarket is

anticipated to be minimal over the near term due to the declining market Net absorption is protected

to be flat to negative as lob losses in the area force people to move to more affordable locations

Demand for housing in Northern California is expected to decline in the near to mid-term due to

current economic conditions The supply of vacant and developable land within the county is limited

and historically there has been strong demand for multi-family housing However vacancy rates have

been increasing since the beginning of 2009 and rental rates have declined significantly The property

managers we interviewed all indicated that it has become increasingly difficult to lease vacant units

and that concessions are becoming more prevalent in order to entice new tenants Additionally the

property managers we spoke with indicated that asking rates have also declined as landlords seek to

maintain stabilized occupancy in their prolects Given the current downturn in the economy and the

rising unemployment rate it is likely that vacancy rates will continue to increase in the near term and

rental rates will continue to fall

23 CBRE
c.F cHAru SLUS

2010 CB Richard Ellis Inc



GOLDEN GAlE FIELDs LAND As IF VACAIIT MARKET ANALYSIS

OFFICE MARKET OVERVIEW

The sublect is located in the Berkeley submarket within the greater Oakland East Bay Office market

Note the City of Albany does not have enough office space to be tracked as separate submarket

This market analysis considers the overall office market as well as the Berkeley submarket The latest

information included is for Fourth Quarter 2009

The Oakland/East Bay office market area consists of approximately 28.2 million square feet of office

space Downtown Oakland CBD encompasses the largest portion of this space with approximately

11 .0 million square feet while San Leandro is the smallest submarket at 526958 square feet

Inventory and Availability Rates

Office inventory and availability rate statistics for the overall market are summarized on the following

table

HISTORICAL AVAILABILITY RATE INFORMATION OAKLAND/EAST BAY OFFICE MARKET

Year End Year End Year End Year End Year End Year End Year End Year End Year End Year End Year End Year End

Submarket 2009 Inventory 2009 2008 2007 2006 2005 2004 2003 2002 2001 2000 1999

Alameda

Alameda North 1845939 30.9% 21.3% 21.9% 27.3% 22.8% 23.4% 24.3% 19.9% 16.5% 2.0% 3.3%

Alameda South 1727315 23.2% 19.7% 18.6% 24.0% 32.7% 25.5% 26.9% 17.8% 12.2% 8.6% 5.9%

Berkeleydowntown 1583659 15.2% 19.7% 14.0% 13.4% 11.8% 14.2% 14.5% 19.6% 12.2% 9.7% 2.7%

Berkeley West 1447989 13.7% 14.6% 9.2% 13.3% 6.6% 15.9% 14.4% 10.9% 10.4% 7.1% 4.0%

Emeryville 4709535 16.0% 12.0% 10.1% 13.1% 14.1% 18.6% 20.4% 26.5% 31.6% 18.5% 3.0%

OaklandCBD 11040222 15.2% 12.6% 12.1% 12.4% 14.8% 15.7% 17.7% 17.5% 12.6% 9.7% 8.9%

Oakland GEN 1044471 23.1% 18.7% 7.9% 807.0% 6.3% 6.3% 2.4% 3.1% 2.5% 1.9% 0.5%

Oakland Jack London Sq 1245739 24.6% 14.4% 14.6% 11.9% 12.5% 18.7% 16.0% 16.4% 13.0% 2.3% 4.1%

Oakland AJrport 1938788 24.3% 28.2% 25.4% 20.7% 21.3% 21.9% 19.4% 15.1% 13.7% 8.1% 6.3%

Richmond 1112487 23.0% 18.0% 13.1% 16.0% 28.2% 40.3% 28.2% 26.9% 27.8% 34.2% 6.4%

SanLeandro 526958 12.1% 8.1% 4.3% 10.7% 14.1% 9.9% 11.2% 13.4% 3.2% 2.5% 2.7%

Total 28223102 18.4% 15.4% 13.5% 14.8% 16.5% 18.5% 18.9% 18.6% 16.1% 10.6% 2.3%

Source CBRE

In most instances availability rates increased between 2007 and 2009 in the submarkets and market

shown in the prior chart

In the Berkeley submarket as of the Fourth Quarter of 2009 the vacancy rate was 2.0% while the

availability rate was 3.7%

In Berkeley as of the Fourth Quarter of 2009 the Class office vacancy rate was 2.9% while the

availability rate was 2.9% The Class office vacancy rate was 8.2% while the availability rate was

11 .7% The Class vacancy rate was 9.3% while the availability rate was 20.3%
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Historical Inventory

Office space inventory in the Oakland/East Bay market has increased by about 95% over the past

27 years as indicated on the following table

HISTORICAL OFFICE INVENTORY

1983-2009

Total Addition to

Year-End Base SF Inventory

1983 9575078 N/A

1984 11533656 1958578
1985 13834784 2301128
1986 14292925 458141

1987 15259411 966486

1988 7894498 2635087
1989 18538613 644115

1990 20702461 2163848
1991 23922042 3219581

1992 23210926 711116
1993 23168369 42557
1994 22867080 1121322
1995 22883101 16021

1996 22854006 29095
1997 22803506 50500
1998 23337926 534420

1999 24968121 1630195
2000 26028925 1060804
2001 26859307 830382

2002 278091 77 949870

2003 27937974 128797

2004 28158196 220222

2005 28283002 124806

2006 27043386 -1239616

2007 27501 962 458576

2008 28484696 982734

2009 28223102 -261594

Source CBRE

The inventory declined between 2005 and 2006 and between 2008 and 2009 due to

reclassification of some office space The table above indicates that additions to multi-tenant rentable

inventory have averaged about 690668 square feet
per year over the past 27 years The greatest

increases were in the mid- to late-1980s through 1991 when much of the Class stock was

completed The reductions in inventory size from 1991 to 1997 were primarily function of space

being purchased by owner/users and being removed from the survey There was little development

activity between 1991 and 1997 Development returned to the market in 1998 primarily with the

completion of several build-to-suit public office buildings in the City Center area of Oakland
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New Construction

As of the Fourth Quarter of 2009 there were no new major office building prolects under

construction in the Oakland/East Bay market or the Berkeley submarket

Absorption Analysis

Market surveys prepared by CBRE that track historical absorption trends in the overall market area are

summarized on the following table

Oakland/East Bay Office

1998- 2009

Year Net Absorption

1990 643027

1991 121452

1992 207944

1993 -592095

1994 237978

1995 632750

1996 473404

1997 59476

1998 30335

1999 1400372

2000 454976

2001 1571975
2002 237199

2003 41604
2004 76508

2005 794932

2006 971362

2007 1073
2008 535625
2009 898815

Source CB Richard Ellis

Net absorption was negative in 2001 2002 and 2003 due to the softening of the office market that

started in late 2000 Net absorption was positive in 2004 2005 2006 and 2007 due to the

improvement in the office market that started in 2004 and lasted until 2007 Net absorption in the

Oakland/East Bay Office Market was negative 535625 square feet in 2008 and was negative

898815 square feet in 2009 due to softening in the office market In 2009 net absorption was

negative 50437 square feet in the Berkeley submarket
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Rents

Average asking rents shown in this section are on full service expense basis in which the tenants

reimburse for operating expenses above the base year Historical Class and average asking rents

are shown in the following chart

Average Office Rents S/SF/mo

Oakland/East Bay Office Market

2000 through 2009

2000 2001 2002 2003 2004 2005 2006 2007 2008 2009

ClassA $3.27 $2.79 $2.23 $2.12 $2.19 $2.32 $2.41 $2.85 $2.76 $2.53

CIassB $2.45 $2.07 $1.77 $1.59 $1.65 $1.79 $1.79 $2.05 $1.82 $1.81

Source CBRE

As shown in the table above rents decreased from their peak in 2000 but have steadily rose from

2003 through 2007 before declining in 2008 and 2009

Demand Generators

Demand for the West Berkeley submarket is stronger than the overall Bay Area due to its proximity to

retail amenities and the University of California Berkeley campus Overall demand for good quality

space in the area is still in place

Since the mid-1980s the office market in the Bay Area has grown dramatically Fueled by high

technology and Internet growth vacancy levels have decreased significantly and rental rates have

escalated During the boom of the late-i 990s alternative office locations such as Oakland/East Bay

benefited from the lack of available supply and escalating rents in other markets However as rents

have cooled and occupancies declined in the more traditional office markets demand has weakened

in the Berkeley submarket
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OAKLAND/EAST BAY OFFICE MARKET CONCLUSION

In 2009 economic conditions challenged the sustainability of the Oakland/East Bay office market as

negative net absorption rising vacancy and slowed leasing activity developed into market-wide trends

The greatest shift in market fundamentals has been the decline in average asking lease rates asking

rents dropped 6% over the year although the rate of decline appears to be slowing The fourth

quarter saw both rising vacancy and availability posting 15.6% and 18.4% respectively Sluggish

leasing activity also led to almost 146000 square feet of
negative absorption in the fourth quarter

with year-to-date negative net absorption at 898000 square feet Landlords and building owners

should anticipate increasing vacancy and availability and continued losses in occupancy until

economic conditions show definitive improvement

Given the current recessionary pressures market fundamentals are expected to worsen throughout

2010 with market participants remaining uncertain as to when demand will return to the office

market The Berkeley submarket is considered relatively strong submarket due to the demand

created by University of California Berkeley
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HOTEL MARKET ANALYSIS

NATIONAL OVERVIEW

The economic slowdown of the past two years deepened into what some are labeling as the Great

Recession Despite recent announcements that the recession is likely over from Ben Bernanke

economic
recovery

will be just as difficult as any of the 11 economic slowdowns that have occurred

since the 930s As of September 2009 the nations unemployment rate is at 26-year high
of 9.8

percent highest since June of 983 Because unemployment is lagging indicator the lobless rate

is expected to rise above
percent in the coming months Consumers worried about lob losses and

stagnant wages will restrain spending Given that consumer spending accounts for about 70 percent

of the nations economy the economic recovery ahead will certainly be bumpy The seeds of todays

recession sprouted in the summer of 2007 as the sub-prime mortgage crisis exposed pervasive

weaknesses in both financial industry regulation and the overall global financial system The rapid rise

in unemployment throughout the nation further eroded consumer confidence which in turn exerts

further negative pressure on businessestruly vicious circle

The operating metrics in the U.S hotel industry held up well during the first nine months of 2008 The

collapse of Lehman Brothers over year ago however appeared to be an inflection point after which

businesses started to dramatically cut costs Corporate and group meeting/convention travel the

backbone of demand for U.S hotel rooms was severely curtailed The AIG effect i.e the

negative public image of business entertainment-- dealt an additional blow to the U.S hotel industry

as it became politically incorrect for corporate America to travel and attend meetings and

conventions Smith Travel Research is reporting astonishing weekly declines in RevPAR Revenue Per

Available Room throughout the nations major markets as well as in many of the worlds major cities

Lodging facilities are more than bricks and mortar real estate They house going business concerns

with high levels of operating leverage Without long term tenancies the daily leasing of guestrooms

forces hotels to utilize yield management techniques which include continuous re-pricing of rents

The recent dramatic decline in U.S hotel RevPAR is resulting in an exponential diminution of lodging

profits

There is no question that during this recession the combination of both limited credit availability and

declining earnings has led to swift and dramatic erosion of the market value of all types of lodging

facilities The absence of any significant volume in U.S hotel sale transactions has meant limited

transparency as to the market re-pricing of assets and therefore little if any empirical evidence to

quantify the magnitude of decline of U.S hotel prices During the next 12 to 18 months loan

maturities and the workouts of hotel investment failures will compel transactions to occur which will

eventually provide the market with pricing clarity and ultimately narrowing the longstanding bid/ask

standoff between buyers and sellers of U.S hotels Once sale transactions resume in earnest the

market will then establish the current true value of U.S hotel properties allowing comparisons to the
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peak of 2007 In todays hazy pricing environment many assert their gut reaction that hotel

prices have declined upwards of 50 percent from the cresta notion which will ultimately be proven

true or fase by evidence gleaned from liquid transactional market

Ihe following analysis provides preview of what the market will ultimately confirm The three tables

below illustrate statistical calculations of the recent movement of US hotel asset prices due to

changes capital stack structure and return requirements as well as lodging profits

The availability of high levels of relatively inexpensive hotel debt and equity peaked in early 7007 and

esulted in Weighted Average Cost of Capital WACC or capitalization rate of percent

dscline of 240 basis points bps from 2005 Today almost two years
after the pinnacle dramatic

rse of 380 bps of the WACC of US hotels results in 10 percent capitalization rate An

examination below of the implied value of $1000 of net operating income NOI indicates 38

percent decline in value from the peak solely as result of the dramatic shift in the capital stack

structure and return requirement of
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Historic Performance and Projections

Smith Travel Research STR widely regarded as the standard source for reliable informalion in the

hospitalrty industry predicts significant decline in overall revenue for 2009 as consumer fears will

take time to dissipate am

occupancy will
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Given the lack of available debt the lack of optimism in operating fundamentals and the downward

trend in pricing buyers are extremely reluctant to purchase any hotel assets The CB Richard Ellis

Valuation Advisory Services Hospitality Gaming Group continuously monitors the major US hotel

so transaction market The CB Richard Ellis 3d Quarter 2009 Major US Hotel Sales survey

includes only 21 single asset sale transactions over $10 million each that are not part of portfolio

allocation These transactions total $158 billion and include 7616 hotel rooms with an average

so price per room of $208000 It should be noted however that this
survey also includes the sale

of the 2885 room Treasure Island Hotel and Casino at $775000000 $268631 pre unit which

comprises over 27 percent of the total By comparison the 3d Qtr CB Richard Ellis 2008 Major US
Hotel Sales

survey
included 65 single asset sale transactions totaling $2.84 billion in tiades and

included 16381 hotel rooms with an average sale price per room of $173631

C8RE

Transaction Activity
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goods services and technology That demand will in turn have positive effect on U.S lodging

industry economic fundamentals

CALIFORNIA LODGING MARKET

The California lodging market more or less mirrors the nation as it too has been negatively impacted

by the current economic downturn and financial crisis The entire state has been affected by hotel

defaults and foreclosures Most of Californias real estate problems both residential and commercial

stem from the easy and often no-questions-asked credit that was trading hands until the end of

2007 Previously when credit dried up investors still had capital but the new breed of buyers were

already in deep debt Faced with paying off losing proposition or walking away many chose the

latter

According to Alan Reay President of Atlas Hospitality Group2 the following bullet points summarize

the trouble nature of the California lodging market

The number of hotel defaults or foreclosures in California has jumped 213% from the beginning of the year

to include 47 hotels as of the third quarter 2009 The number of hotels in default increased 39 1% from

53 to 260 during the same period

Approximately 2500 California hotels were either financed or refinanced between 2005 and 2007

California hotel values today are estimated to be 50 to 80% lower than at market peak in 2006-2007

because of the 2009 year-to-date date drop in room revenues of more than 21.5% combined with the jump

in cap rates

Reay says that this means that there is no equity left in virtually any of the 2500 hotels financed in 2005-

2007 Increasingly these hotel properties are challenged to generate revenues sufficient cash to meet

operating expenses like payroll and utilities much less providing enough money to pay the mortgage

The wave of distress in California hotels started with smaller non-flagged hotels in secondary and tertiary

markets but now it affects all property types from economy to luxury Look at economy chains like Extended

Stay and Red Roof Inn and then look at the St Regis Monarch Beach and San Diego

The following excerpts are from an article that was published in the Los Angeles Times October

2009 It provides additional details on the California hotel sales market

More California hotels are being pushed into foreclosure as tourists and businesses alike scale back

their travel plans and owners are unable to pay their mortgages

Statewide more than 300 hotels were in foreclosure or default on their loans as of Sept 30 nearly

fivefold increase since the start of the year according to an industry report released Tuesday

Atlas Hospitality Group who specialize in the sale of California hotels and have sold more hotels in the state than any other

brokerage firm
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The list of troubled properties includes the St Regis Monarch Beach in Dana Point the downtown Los

Angeles Marriott the Sheraton Universal and the hotel in San Diego

Most struggling hotels remain open but industry experts believe many properties are likely to be
closed down in the months ahead even if they are not in foreclosure because they are losing so
much money The owners of the renowned Quail Lodge Resort and Golf Club in Carmel for

example plan to close the hotel Nov

have never seen so many lenders contemplating mothballing properties said Jim Butler hotel

lawyer and chairman of the global hospitality group for Jeffer Mangels Butler Marmaro It can
and it will get worse for the hotel industry

The problem is not unique to California but the effect is being felt
especially hard here because of

tourisms importance to the state The industrys woes are compounded by the sour commercial real

estate market which has left many resort operators owing more than their properties are worth Even

as they struggle to make payroll scores of resorts and inns have given up on paying their mortgages
fueling the skyrocketing level of defaults

Its prolonged downturn and it will be long time before we get out of it said hotel broker Alan

Reay of Atlas Hospitality who tracks foreclosures and defaults in the state Statewide 260 hotels were
in default on their loans and 47 had been taken over by their lenders in foreclosure the Atlas report
said Part of the problem is that unlike home loans mortgages on larger hotels

typically are supposed
to be repaid in full after five to years Many of them are coming due now But like their residential

counterparts many hotel owners refinanced their places at the top of the real estate market often

taking equity out of their properties So the loans are ballooning at just the time when there are few

guests at the hotels and the properties are worth little We expect this number to rise dramatically by
the end of the year and into 2010 because were seeing so many hotels operating under

forbearance Reay said

Industry leaders blame the slump on several factors including loose lending and irrational exuberance

during the boom an increase in new hotel openings because of the easy money and dramatic drop
in business travel Joseph Mclnerney chief executive of the American Hotel and Lodging Assn tried

to put positive spin on the news saying think weve bottomed out But leading hotel consulting

firm Smith Travel Research recently issued report that predicted no significant improvement for the

hotel industry until 2011 at the earliest Its going to be lot worse than it is now said Bobby

Bowers senior vice president of Smith Travel Research

Cities such as Las Vegas San Francisco New York and Los Angeles may have harder time

recovering Bowers said because businesses remain reluctant to budget for travel and entertainment

in cities with reputations for lavish spending Bowers partly blamed this on the continuing backlash to

news last
year

that
giant insurer American International Group Inc teetering near collapse had spent

about $400000 on retreat at the St Regis Monarch Beach after taking an $85-billion federal

bailout Reay said there were comments about this AIG effect at conference he attended last

week People were saying that if youve got resort in your name -- youre golf resort spa
whatever -- you have to take it off he said Because the business traveler isnt going to get
reimbursed unless its lust the plain Hilton hotel

At local hotels managers and owners say they have had to rely on deep discounts and promotional
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packages just to keep the doors open and staff employed Sometimes you have to do what you have

to do said Marc Loge spokesman for the Wilshire Grand hotel in L.A

David Horowitz general manager of the Hyatt Regency Century Plaza said rate cuts and promotions

had become almost standard We do have to make deals he said We have to keep things going

But an increasing number of hotels have so little revenue that they cant even afford to pay their

operating bills and payroll not to mention servicing debt

Owners of such hotels are increasingly handing the keys back to the lenders and the problem is likely

to get worse As many as in U.S hotel loans may default through 2010 uc Berkeley economist

Kenneth Rosen said In some cases the lenders are simply locking up the properties figuring theyll

spend less money on watering
the lawns and paying few guards than they would on keeping the

doors open

Locally in San Francisco the Four Seasons Hotel on Market Street defaulted on $90 million loan

Nob Hills famed Stanford Court Hotel had gone into receivership two weeks earlier owing $89

million after its new owners bought the place for $93 million two years ago and spent $32 million in

renovations Joe DAlessandro CEO of the San Francisco Visitors Convention Bureau was quoted

recently in the San Francisco Chronicle as saying would not be surprised to see at least couple

more hotels go in receivership the next few months

In other San Francisco hotel news Hong Kongs Keck Seng Investments Ltd has agreed to buy the

San Francisco Hotel for $90 million The price represents 50 percent drop from peak values two

years ago The seller Starwood Hotels Resorts Worldwide Inc said the sale is one of those the

company is pursuing to further reduce its debt levels

Regarding this sale DAlessandro was also quoted as saying the sale is welcome bright spot on the

local scene But it doesnt fix the real dilemma the hotel business here faces Yes the city can boast

an 80 percent occupancy rate up there with New Yorks And there are all those great room deals for

recession-pinched tourists Unfortunately those deals have pushed room revenue down 35 percent

an underlying cause of the industrys financial woes dont see rates returning to what they were for

two or three years

California Hotel Occupancy ADR and RevPAR

In terms of hotel performance indicators the beginning of the downturn began in 2008 Smith Travel

Resources STR reported that the year-end 2008 occupancy ADR and RevPAR for California hotels

were 66% $122.62 and $80.93 respectively This represents 4.5% decline in occupancy from the

2007 occupancy of 69.1% The ADR however increased slightly from the 2007 ADR of $119.26

The overall effect was .8% decline in RevPar from 2008

More recently SIR reported that the annual declines are more dramatic with the September 2009

year-to-date occupancy ADR and RevPAR for California hotels at 61.4% $108.56 and $67.91

respectively This represents 4.1% decline in occupancy from the September 2008 year-to-date

occupancy of 65.2% The ADR decreased 12.5% from the September 2008 year-to-date ADR of

$124.06 The overall effect was 16% decline in RevPar from September 2008 year-to-date
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The following table compiled by Smith Travel Research give breakdown of RevPARs for 27 markets

throughout California that compares YTD September 2009 RevPAR versus YTD September 2008

RevPAR

California Rev PAR DecIines

September 2009 YTD

United States -181%

California -20.9%

San Jose -30.3%

Ontario -26.1%

Santa Monica/Marina del Rey -24.4%

Newport Beach/Dana Point -24.3%

South l.ake Tahoe -24.1%

Oakland -24.0%

Sari Diego -22.6%

Los Angeles/Long Beach -22.1%

Pasadena/Glendale/Burbank -21.9%

Palm Springs -21.8%

San Francisco/San Mateo -21.6%

Sacramento -20.9%

Santa Rosa -20.5%

Santa Ana/Costa Mesa -20.1%

Vallejo/Napa Valley -197%

Oxnard/Ventura -19.4%

Monterey/Salinas -19.3%

Santa Cruz -18.6%

Stockton/Modesto -17.2%

Anaheim -15.7%

Redding/Chico -15.6%

Fresno -15.1%

Santa Barbara/Santa Maria -149%

California Rural North -13.5%

Bakersfield -10.8%

San Luis Obispo -5.0%

Eureka/Crescent City -3.1%

Source Smith Travel Research

As compared to the same period in 2008

It can be seen that the San Jose/Campbell had the most severe decline in RevPAR at 30.3% The

Oakland market did not fair much better at 24.0% decline in RevPAR
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LOCAL AREA HOTEL MARKET ANALYSIS

The following information was obtained from the Winter 2009 Hotel Market Forecast for the Oakland

region Alameda Contra Counties prepared by CB Richard Ellis Econometric Advisors formerly

Torto Wheaton Research nationally recognized economic and real estate forecasting firm

The forecast calls for overall positive growth in real personal income through yeorend 2010 while

total employment is expected to show an overall decline The forecast for Oaklands fulLservice

segment projects an annualized RevPAR figure of $6O06 for 2010 compared to $7605 in 2008

II .1% annual change The expected annualized RevPAR figure if for $3529 in 2010 for Oaklands

Ii i-iited service segment compared to 2008s figure of $4830 45% annual change
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Summary

Since yearend 2004 total employment in the Oakland market has grown at an average annual rate

of 0.3% while real personal income has grown .2% annually Total employment is expected to grow

08% annually and real personol income is forecasted to grow 2.5% annually through 2014 As of

2008 supply for Oaklands combined full and limited service segments stood at 241 79 rooms The

combined forecasts for the full and limited service segments prolect 23635 rooms by 2014 an

overage decrease of 91 rooms per year The combined full and limited service forecasts for RevPAR

pnject an average annual increase of 1.5% compared to an average annual increase of 5.1% over

the 20042008 period

Annual History and Forecast Full Service

Presented below is Torto Wheatons sixyear forecast for the Oakland fulLservice hotel market

Historical measures are provided going back to 2004 Market data through the 3rd quarter of 2009

are included in the yearend 2009 estimates
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Summary

The Oakland limited service segment forecast
projects supply to increase to 1498 rooms by 2014

from the current level of 58 rooms Demand is forecasted to reach 7762 rooms per night by

201 Occupancy rates are expected to improve to 675% relative to 2008s average occupancy rate

of 656% ADR expected to reach $6071 by 2014 compared to 2008s annuahzed ADR figure of

$7356 RevPAR expected to reach $4098 in 2014 compared to 2008s annuahzed figure of

$4828
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GOLDEN GATE HELD5 LAND As IF VACAnT SITE ANALYSIS

that is improved with 382 space parking lot Parcel is 98.99 acre site that is improved with

the race track and stables The combined total equates to the usable area of 36 acres

CONDITION ANALYSIS

Our visual inspection of the property indicated no items of notable contamination Seismic Hazards

Earthquake

All properties in California are subject to some degree of seismic risk The Alquist-Priolo special

Studies Zone Act of 972 was enacted by the State of California to regulate development near active

earthquake faults The Act required the State Geologist to delineate special studies zones along

known active faults in California Cities and Counties affected by the identified zones must limit

certain development projects within the zones unless geologic investigation demonstrates that the sites

are not threatened by surface displacement from future faulting

According to Fault-Rupture Hazard Zones in California published in 1992 by the California

Department of Conservation Department of Mines and Geology the subject is not within an area

affected by the Alquist-Priolo Special Studies Zone Act Related development limitations therefore do

not apply

ZONING

The following chart summarizes the subjects zoning requirements

ZONING SUMMARY City of Albany

WF Waterfront District

48 CBRE
cHAD ELL

Current Zoning

Legally Conforming Yes

Uses Permitted Park and Recreation Facilities Utilities Bars

Commercial Recreation/Entertainment

Marinas Parking facility Restraurant

Waterfront sports related commecial

Zoning Change Not likely

Source City of Albany Planning

ZONING SUMMARY City of Berkeley

Current Zoning Waterfront Specific Plan

Legally Conforming N/A

Uses Permitted Hotel retail and parking

Zoning Change Not likely

Source City of Berkeley Planning
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The City of Albany Waterfront District zoning is considered restrictive for most development Based on

discussions with the City of Albany Planning Department it is assumed that any future development on

the Albany site will take
years to get the approvals in place Mr Jeff Bond the Planning and Building

Manger for the City of Albany indicated that the city has hired Fern Tiger Associates to help

determine vision for the Albany waterfront and Golden Gate Fields property He stated that the

residents of Albany would be required to vote on any zone change purposed for the property Fern

Tiger has developed website discussing the site and the actions that are being taken to determine

course of action for the Golden Gate Fields Albany land The Fern Tiger survey was completed in

November 2009 but the complete results are not available as of this report The indication is that

residents would like to see more open space but there is real interest in preserving the tax revenue

generated by the site The website is www.voicestovision.com/a Ibany-woterfront

The Waterfront Specific Plan zoning within the City of Berkeley is site specific which means any use

must be approved by the city The planning department indicated that the site has an approved

development program in place for the site that would allow hotel retail and parking An EIR is

required Any changes to these uses would require an amendment to the Specific Plan

Both the WF and SP existing zones are restrictive and are designed to protect the respective cities

waterfront locations

TAX ASSESSMENT DATA

In California all real property is assessed at 00% of full cash value which is interpreted to mean

market value of the fee simple estate as determined by the County Assessor Generally

reassessment occurs only when
property is sold or transferred or when new construction occurs as

differentiated from replacing existing construction Assessments for properties that were acquired

before the tax year 1975-1 976 were stabilized as of the tax year 1975-1976 Property taxes are

limited by state law to 1% of the assessed value plus voter-approved obligations If no sale or

transfer occurs or no new building takes place assessments may not increase by more than 2%

annually Taxes are payable in two equal installments which become delinquent after December 10

and April respectively The following table summarizes the current assessment value and
property

taxes for the subject

The following summarizes the local assessors estimate of the subjects market value assessed value

and taxes and does not include any furniture fixtures or equipment

CBRE
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Assessors Market Value

066-2680-003-05

066-2680-003-01

060-2535-001

Subtotal

Assessed Value

General Tax

Special Assessments

AD VALOREM TAX INFORMATION 2009-2010

Land Improvements

$16307911 $29862134

1002556

2098252

Total

$46170045

1002556

8984504

Total Taxes

Source Assessors Office

$271994 $514992 $1961445

For purposes of this analysis we are assuming any outstanding property tax liability has been paid

CBRE assumes that all taxes are current If the sublect sold for the value estimate in this
report

reassessment at that value could occur The consequences of this reassessment have been considered

in the
appropriate valuation sections

CONCLUSION

The site is considered to have good location on the bay with easy access to Interstate 80

Development with other uses would be difficult due to the restrictive underlying zoning in place at this

time Other than zoning there are no other factors that could be considered to adversely impact the

marketability of the site

50 CERE

General Tax Rate per $100 A.V

6886252

$19408719 $36748386 $56157105

100% 100% 100%

$19408719 $36748386 $56157105

1.401400 1.401400 1.401400

$271994 $514992 $786986

1174459

Effective Tax Rate per $100 A.V 1.401400 1.401400 3.492781
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HIGHEST AND BEST USE

In appraisal practice the concept of highest and best use represents the premise upon which value is

based The four criteria the highest and best use must meet are

legal permissibility

physical possibility

financial feasibility and

maximum profitability

The highest and best use analysis of the subject is discussed on the following pages This analysis

incorporates the information presented in the Market Analysis section as well as any unique

characteristics of the subject described previously

AS VACANT/AS IMPROVED

The property is zoned for waterfront uses and is of sufficient size to accommodate various types of

development The sites are currently being used by Golden Gate Fields which is the predominate

development in the area Considering the surrounding land uses location attributes legal restrictions

and other factors it is our opinion that the existing use as race track is most feasible but exploration

of options to develop residential or water oriented commercial use would also be reasonable and

appropriate It is our opinion that the highest and best use of the sites would be for the continuation

of the
existing race track use until such time as redevelopment can be accomplished

CBRE
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APPRAISAL METHODOLOGY

In appraisal practice an approach to value is included or omitted based on its applicability to the

property type being valued and the quality and quantity of information available

COST APPROACH

The cost approach is based on the proposition that the informed purchaser would pay no more for the

sublect than the cost to produce substitute property with equivalent utility This approach is

particularly applicable when the property being appraised involves relatively new improvements that

represent the highest and best use of the land or when it is improved with relatively unique or

specialized improvements for which there exist few sales or leases of comparable properties

SALES COMPARISON APPROACH

The sales comparison approach utilizes sales of comparable properties adjusted for differences to

indicate value for the subject Valuation is typically accomplished using physical units of comparison

such as price per square foot price per unit price per floor etc or economic units of comparison

such as gross rent multiplier Adlustments ore applied to the physical units of comparison derived

from the comparable sale The unit of comparison chosen for the subject is then used to yield total

value Economic units of comparison are not adlusted but rather analyzed as to relevant differences

with the final estimate derived based on the general comparisons

INCOME CAPITALIZATION APPROACH

The income capitalization approach reflects the subjects income-producing capabilities This

approach is based on the assumption that value is created by the expectation of benefits to be derived

in the future Specifically estimated is the amount an investor would be willing to pay to receive an

income stream plus reversion value from property over period of time The two common

valuation techniques associated with the income capitalization approach are direct capitalization and

the discounted cash flow DCF analysis

METHODOLOGY APPLICABLE TO THE SUBJECT

In valuing the subject only the Sales Comparison Approach has been utilized

52 CBRE
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LAND VALUE HYPOTHETICAL AS VACANT

The following map and table summarize the comparable data used in the valuation of the sublect site
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SUMMARY OF COMPARABLE LAND SALES

Transaction Actual Sale Adlueted Sole Size Size Price Per Price

No Property Location Type Date Zoning Price Price Acree SF Acre Per SF

2347 First Street Sole Feb-10 IP PD $50000000 $50000000 39.81 1734124 $1255966 $28.83

San Jose CA

NEC Holger Way and North Sale Dec-09 IF Industrial Perk $13000000 $13000000 10.50 457380 $1238095 $28.42

First Street

San Jose CA

633 Hegenberger Road Sale Oct-09 C-36/S4 CBD $13875000 $14025000 1237 538837 $1133791 $26.03

Oakland CA District

47422 Kato Road Sale Jul-09 l-R Restricted $32700000 $32700000 30.01 1307236 $1089637 $25.01

Fremont CA industrial

SWC Hesperian Blvd and Sale Jun-09 CR Regional $15660000 $15660000 16.32 710899 $959559 $22.03

Industrial Blvd Hayward CA Commercial

Portola Avenue at Shea Drive Sale Oct-08 Planned $39500000 $39500000 45.00 1960200 $877778 $20.15

Livermore CA Development

Subject 1100 Eustshore Highway --- --- WF Waterfront --- --- 164.10 7148196

Albany and Berkeley CA District

Transaction amount udiuted for sash equivalency and/or development costs where applioabl.l

Compiled by CBRE

CERE
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The sales utilized represent the best data available for comparison with the subject waterfront and

specific plan district zoned sites as vacant We searched the entire Bay Area for water front land

sales but were unsuccessful As such we used large acre sales from around the area trying when

possible to stay within the general Albany vicinity Despite an extensive search we were unable to

locate any recent transactions of land greater than 50 acres This is attributed in part to the fact that

financing has become more costly and limited and sellers and buyers cannot agree on the right

valuation for property assets so fewer land transactions are coming to fruition

Both the WF and SP existing zones are restrictive and are designed to protect the respective cities

waterfront locations Based on discussions with the City of Albany Planning Department it is assumed

that any future development on the Albany site will take years to get the approvals in place Mr Jeff

Bond the Planning and Building Manger for the City of Albany indicated that the city has hired Fern

Tiger Associates to help determine vision for the Albany waterfront and Golden Gate Fields

property He again reiterated that the residents of Albany would be required to vote on any zone

change purposed for the property Fern Tiger has developed website discussing the site and the

actions that are being taken to determine course of action for the Golden Gate Fields Albany land

The website is www.voicestovision.com/albany-waterfront The Berkeley land is less restrictive in that

development agreement is already in place for hotel retail and parking uses

We have accounted for the perceived lengthy approval process
in our analysis by making downward

adjustment for development timing of each comparable Our adjustment is based on discussions with

brokers who are familiar with the sublect and supported by cross check discounted cash flow

SUMMARY OF ADJUSTMENTS

Based on our comparative analysis the following chart summarizes the adlustments warranted to each

comparable

54
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LAND SALES ADJUSTMENT GRID

Comparable Number
Subject

Transaction Type Sale Sale Sale Sale Sale Sale

Transaction Date Feb-10 Dec-09 Oct-09 Jul-09 Jun-09 Oct-08

Zoning IF PD IF Industrial C-36/54 CBD l-R Restricted CR Regional Planned WE Waterfront

Park District Industrial Commercial Development District

Actual Sale Price $50000000 $13000000 $13875000 $32700000 $15660000 $39500000

Adjusted Sale Price1 $50000000 $13000000 $14025000 $32700000 $15660000 $39500000 Net Ac

Size Acres 39.81 10.50 12.37 30.01 16.32 45.00 136.00

Size SF 1734124 457380 538837 1307236 710899 1960200 5924160

Price Per Acre $1255966 $1238095 $1133791 $1089637 $959559 $877778

Price Per SF $28.83 $28.42 $26.03 $25.01 $22.03 $20.15

Price PSF $28.83 $28.42 $26.03 $25.01 $22.03 $20.15

Property Rights Conveyed 0% 0% 0% 0% 0% 0%

Financing Terms 0% 0% 0% 0% 0% 0%

Conditions of Sale 0% 0% 0% 0% 0% 0%

Market Conditions Time 0% 0% 0% -5% -5% -10%

Subtotal $28.83 $28.42 $26.03 $23.76 $20.93 $18.14

Size -20% -20% -20% -20% -20% -20%

Access 0% 0% 0% 0% 0% 0%

Bay Views 15% 15% 15% 15% 15% 15%

Frontage 0% 0% 0% 0% 0% 0%

Topography 0% 0% 0% 0% 0% 0%

Location -5% -5% 0% 0% 0% 5%

Zoning/Density 0% 0% 0% 0% 0% 0%

Utilities 0% 0% 0% 0% 0% 0%

Entitlement/Dev Timing -50% -50% -50% -50% -50% -50%

Total Other Adjustments -60% -60% -55% -55% -55% -50%

Value Indication for Subject $11.53 $11.37 $11.71 $10.69 $9.42 $9.07

Transaction amount adjusted for cash equivalency and/or development costs where applicablel

Compiled by CBRE

For the most part the sales are 2009 transactions with the exception of Sale which sold in February

2010 and Sale which sold in October 2008 Sale WOS Used fl our analysis primarily because of

its size downward adjustment for superior market conditions was made for 2008 and early 2009

sales The adjustment is based on discussions with local market participants

Given that smaller properties tend to sell for more per square foot than larger properties downward

size adjustment is required for each of the comparables The adjustment is based on discussions with

brokers

An upward adjustment for bay views was required of each comparable as none of the comparables

have similar water fronting location Please note the pictures from the subject site of the City and

Golden Gate Bridge none of the comparables have these views

location adjustment was required for Comparables and Comparables and are located

in desirable area of San Jose and considered superior to the subject site As such downward

adjustment for location is warranted of Comparable and Comparable is located in the East

Bay City of Livermore which is considered suburban areas requiring an upward adjustment
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The largest adjustment is for entitlement/development timing This adjustment considers the current

zoning and development potential of the comparables compared with the subject The subject land

located with in the City of Berkeley is considered mare immediately available for development

however the bulk of the land is located in the City of Albany and subject to more development

hurdles downward adjustment for development timing is required of all comparables The

comparable sales are all entitled and will be developed in much shorter time frame compared with

the subject In addition the subject site will require extensive infrastructure development and each of

the comparables is considered to be superior as compared to the subject with regard to this factor

Typically smaller properties do not require public street dedications and other on-site infrastructure

that will be required of the subject This has been considered in our downward development timing

adjustment Our adjustment is based on discussions with brokers but also the result of our present

value calculation of the estimated future price per square foot see Cross Check

CONCLUSION

Based on the preceding analysis the sales indicate range from $9.07 to $11.71 per square foot

with an average of $1 0.54 per square foot All of the comparables required adjustments given their

superior development potential due to superior current zoning and smaller size Given the subject

location near Interstate 80 with bay frontage and views but considering the perceived lengthy

development timing we have concluded to price per square foot near the average of the range

The following table
presents the valuation conclusion

CONCLUDED LAND VALUE

PSF Subject SF Total

$11.00 5924160 $65165760

Indicated Value $65170000

Rounded PSF $11.00

Compiled by CBRE

VALUE CROSS CHECK

As cross check we made the assumption that if the site could be developed today the current price

per square foot for the site would be $26 We arrived at this
per square foot value by eliminating the

development timing adjustment from the adjustment grid which then provides an indicated value

range of $18.14 to $25.95 per square foot Based on conversations with city planning and the

subject owners as well as review of the current economic environment and other large planned

developments we have estimated development time frame of between to 10
years

and concluded

to six year entitlement time line We grew our estimated price per square foot if available for

development today of $26 for
years by 3% and discounted this value back to the current date

Based on the 2010 CBRE Developers survey we have used 20% discount rate The developers

survey is shown below
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CB RICHARD ELLIS 2010 DEVELOPER SURVEY

Construction Marketing General and Internal

Cost and Sales Administrative Developer Discount Rate w/out

Respondent Increase/Year Expense Expense Profit Rate Profit

National Home Builder -10% 6% 4-5% 10% N/A 20%

National Home Builder 0% N/A N/A 1-12% N/A 20-30%

National Home Builder 2% 3% 2% N/A N/A 25%

Regional Home Builder -4% 4-5% 3% 12% N/A 22%

Regional Home Builder 0% 4.0% 3-4% N/A 12-18% 20%

Regional Home Builder 0% 4-6% 3-4% 12% minimum N/A 20-27%

Local Home Builder 0% 9% 3-4% 12-15% N/A 25-30%

2009 Range None 5-6% 3-4% 10-20% 15% minimum 20-35%

2008 Range -5 to None 4-6% 3-6% 8-12% 10-15% 20% minimum

2007 Range 3% 3-7% 3-6% 8-12% 12-15% 20-30%

2006 Range 3% 1.5-6% 3.0-4% 7-15% 10-15% 17.50-30%

2005 Range 1-3% 4-6% 2.5-4% 7-15% 10-15% 20-30%

2004 Range 0-3% 4-6% 2.5-4% 7-15% 10-15% 20-30%

2003 Range 0-3% 3-7% 3-5% 8-15% 10-15% 20-30%

2002 Range 0-5% 3-7% 3-7% 7-15% 12-15% 15-30%

Most respondents stated that they use an internal rate without line item for developers profit

Source CB Richard Ellis Inc

The following is our current price per square foot $26/SF assuming the site is entitled and ready for

developed discounted for an estimated entitlement/development time period which is estimated to be

years

Golden Gate Fields

Value Adlustment for Development Time

Ending Period May-il May-12 May-13 May-14 May-15 May-16

Land 26 26.78 27.58 28.41 29.26 30.14

Inflation 3% 3% 3% 3% 3% 3%

0.78 0.8034 0.83 0.85 0.88 0.90

Land $/SF $26.78 $27.58 $28.41 $29.26 $30.14 $31.05

Future Value $0 $183917678

PV of Land $61593658

$10.40

Discount Rate 20%

Our cross check value is 5.4% lower than our value conclusion via the Sales Comparison Approach

and considered supportive of our hypothetical as is vacant value conclusion
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RECONCILIATION OF VALUE

Based on the foregoing the market value of the sublect has been concluded as follows

MARKET VALUE CONCLUSION

Appraisal Premise Interest Appraised Date of Value Value Conclusion

Hypothetical As Is Vacant Fee Simple Estate May 14 2010 $65170000

Compiled by CBRE

EXTRAORDINARY ASSUMPTIONS AND HYPOTHETICAL CONDITIONS

We have been asked to provide the hypothetical as vacant land value for the site assuming it is

vacant
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ASSUMPTIONS AND LIMITING CONDITIONS

Unless otherwise specifically noted in the body of the report it is assumed that title to the property or properties

appraised is clear and marketable and that there are no recorded or unrecorded matters or exceptions to title that

would adversely affect marketability or value CBRE is not aware of any title defects nor has it been advised of any
unless such is specifically noted in the report CBRE however has not examined title and makes no representations

relative to the condition thereof Documents dealing with liens encumbrances easements deed restrictions clouds

and other conditions that may affect the quality of title have not been reviewed Insurance against financial loss

resulting in claims that may arise out of defects in the subjects title should be sought from qualified title company that

issues or insures title to real property

Unless otherwise specifically noted in the body of this report it is assumed that the existing improvements on the

property or properties being appraised are structurally sound seismically safe and code conforming that all building

systems mechanical/electrical HVAC elevator plumbing etc are in good working order with no major deferred

maintenance or repair required that the roof and exterior are in good condition and free from intrusion by the

elements that the property or properties have been engineered in such manner that the improvements as currently

constituted conform to all applicable local state and federal building codes and ordinances CBRE professionals are

not engineers and are not competent to judge matters of an engineering nature CBRE has not retained independent

structural mechanical electrical or civil engineers in connection with this appraisal and therefore makes no

representations relative to the condition of improvements Unless otherwise specifically noted in the body of the report

no problems were brought to the attention of CBRE by ownership or management CBRE inspected less than 00% of

the entire interior and exterior portions of the improvements and CBRE was not furnished any engineering studies by the

owners or by the party requesting this appraisal If questions in these areas are critical to the decision
process

of the

reader the advice of competent engineering consultants should be obtained and relied upon It is specifically assumed

that any knowledgeable and prudent purchaser would as precondition to closing sale obtain satisfactory

engineering report relative to the structural
integrity

of the property and the
integrity

of building systems Structural

problems and/or building system problems may not be visually detectable If engineering consultants retained should

report negative factors of material nature or if such are later discovered relative to the condition of improvements

such information could have substantial negative impact on the conclusions reported in this appraisal Accordingly if

negative findings are reported by engineering consultants CBRE reserves the right to amend the appraisal conclusions

reported herein

Unless otherwise stated in this report the existence of hazardous material which may or may not be present on the

property was not observed by the appraisers CBRE has no knowledge of the existence of such materials on or in the

property CBRE however is not qualified to detect such substances The presence of substances such as asbestos

urea formaldehyde foam insulation contaminated groundwater or other potentially hazardous materials may affect the

value of the property The value estimate is predicated on the assumption that there is no such material on or in the

property that would cause loss in value No responsibility is assumed for any such conditions or for any expertise or

engineering knowledge required to discover them The client is urged to retain an expert in this field if desired

We have inspected as thoroughly as possible by observation the land however it was impossible to personally inspect

conditions beneath the soil Therefore no representation is made as to these matters unless specifically considered in

the appraisal

All furnishings equipment and business operations except as specifically
stated and

typically
considered as part of real

property have been disregarded with only real property being considered in the report unless otherwise stated Any

existing or proposed improvements on or off-site as well as any alterations or repairs considered are assumed to be

completed in workmanlike manner according to standard practices based upon the information submitted to CBRE

This report may be subject to amendment upon re-inspection of the subject subsequent to repairs modifications

alterations and completed new construction Any estimate of Market Value is as of the date indicated based upon the

information conditions and projected levels of operation

It is assumed that all factual data furnished by the client property owner owners representative or persons designated

by the client or owner to supply said data are accurate and correct unless otherwise specifically
noted in the appraisal

report Unless otherwise specifically noted in the appraisal report CBRE has no reason to believe that any of the data

furnished contain any material error Information and data referred to in this paragraph include without being limited

to numerical street addresses lot and block numbers Assessors Parcel Numbers land dimensions square footage

area of the land dimensions of the improvements gross building areas net rentable areas usable areas unit count

room count rent schedules income data historical operating expenses budgets and related data Any material error

in any of the above data could have substantial impact on the conclusions reported Thus CBRE reserves the right to

amend conclusions reported if made aware of any such error Accordingly the client-addressee should carefully review

all assumptions data relevant calculations and conclusions within 30 days after the date of delivery of this report and

should immediately notify CBRE of any questions or errors
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The dafe of value to which any of the conclusions and opinions expressed in this report apply is set forth in the Letter of

Transmittal Further that the dollar amount of any value opinion herein rendered is based upon the purchasing power

of the American Dollar on that date This appraisal is based on market conditions existing as of the date of this

appraisal Under the terms of the engagement we will have no obligation to revise this report to reflect events or

conditions which occur subsequent to the date of the appraisal However CBRE will be available to discuss the

necessity for revision resulting from changes in economic or market factors affecting the subject

CBRE assumes no private deed restrictions limiting
the use of the subject in any way

Unless otherwise noted in the body of the report it is assumed that there are no mineral deposit or subsurface rights of

value involved in this appraisal whether they be gas liquid or solid Nor are the rights associated with extraction or

exploration of such elements considered unless otherwise stated in this appraisal report Unless otherwise stated it is

also assumed that there are no air or development rights
of value that may be transferred

CBRE is not aware of any contemplated public initiatives governmental development controls or rent controls that

would significantly affect the value of the subject

10 The estimate of Market Value which may be defined within the body of this report is subject to change with market

fluctuations over time Market value is highly related to exposure time promotion effort terms motivation and

conclusions surrounding the offering The value estimates consider the productivity and relative attractiveness of the

property both physically and economically on the open market

11 Any cash flows included in the analysis are forecasts of estimated future operating characteristics are predicated on the

information and assumptions contained within the report Any projections of income expenses and economic

conditions utilized in this report are not predictions of the future Rather they are estimates of current market

expectations of future income and expenses The achievement of the financial projections will be affected by fluctuating

economic conditions and is dependent upon other future occurrences that cannot be assured Actual results may vary

from the projections considered herein CBRE does not warrant these forecasts will occur Projections may be affected

by circumstances beyond the current realm of knowledge or control of CBRE

12 Unless specifically set forth in the body of the report nothing contained herein shall be construed to represent any direct

or indirect recommendation of CBRE to buy sell or hold the properties at the value stated Such decisions involve

substantial investment strategy questions and must be specifically addressed in consultation form

13 Also unless otherwise noted in the body of this report it is assumed that no changes in the present zoning ordinances or

regulations governing use density or shape are being considered The property is appraised assuming that all required

licenses certificates of occupancy consents or other
legislative or administrative authority from any local state nor

national government or private entity or organization have been or can be obtained or renewed for any use on which

the value estimates contained in this report is based unless otherwise stated

14 This study may not be duplicated in whole or in part without the specific written consent of CBRE nor may this report or

copies hereof be transmitted to third parties without said consent which consent CBRE reserves the
right to deny

Exempt from this restriction is duplication for the internal use of the client-addressee and/or transmission to attorneys

accountants or advisors of the client-addressee Also exempt from this restriction is transmission of the report to any

court governmental authority or regulatory agency having jurisdiction over the party/parties for whom this appraisal

was prepared provided that this report and/or its contents shall not be published in whole or in part in any public

document without the express written consent of CBRE which consent CBRE reserves the right to deny Finally this

report shall not be advertised to the public or otherwise used to induce third party to purchase the property or to make

sale or offer for sale of any security as such terms are defined and used in the Securities Act of 1933 as

amended Any third party not covered by the exemptions herein who may possess this report is advised that they

should rely on their own independently secured advice for any decision in connection with this property CBRE shall

have no accountability or responsibility to any such third party

15 Any value estimate provided in the report applies to the entire property and any pro ration or division of the title into

fractional interests will invalidate the value estimate unless such pro ration or division of interests has been set forth in

the report

16 The distribution of the total valuation in this report between land and improvements applies only under the
existing

program
of utilization Component values for land and/or buildings are not intended to be used in conjunction with

any other property or appraisal and are invalid if so used

The maps plots sketches graphs photographs and exhibits included in this report are for illustration purposes only and

are to be utilized only to assist in visualizing matters discussed within this report Except as specifically stated data

relative to size or area of the subject and comparable properties has been obtained from sources deemed accurate and

reliable None of the exhibits are to be removed reproduced or used apart from this report

18 No opinion is intended to be expressed on matters which may require legal expertise or specialized investigation or

knowledge beyond that customarily employed by real estate appraisers Values and opinions expressed presume that
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environmental and other governmental restrictions/conditions by applicable agencies have been met including but not

limited to seismic hazards flight patterns decibel levels/noise envelopes fire hazards hillside ordinances density

allowable uses building codes permits licenses etc No survey engineering study or architectural analysis has been

made known to CBRE unless otherwise stated within the body of this report If the Consultant has not been supplied

with termite inspection survey or occupancy permit no responsibility or representation is assumed or made for any

costs associated with obtaining same or for any deficiencies discovered before or after they are obtained No

representation or warranty is made concerning obtaining these items CBRE assumes no responsibility for any costs or

consequences arising due to the need or the lack of need for flood hazard insurance An agent for the Federal Flood

Insurance Program should be contacted to determine the actual need for Flood Hazard Insurance

19 Acceptance and/or use of this report constitutes full acceptance of the Contingent and Limiting Conditions and special

assumptions set forth in this report It is the responsibility of the Client or clients designees to read in full comprehend

and thus become aware of the aforementioned contingencies and limiting conditions Neither the Appraiser nor CBRE

assumes responsibility for any situation arising out of the Clients failure to become familiar with and understand the

same The Client is advised to retain experts in areas that fall outside the scope of the real estate appraisal/consulting

profession if so desired

20 CBRE assumes that the subject analyzed herein will be under prudent and competent management and ownership

neither inefficient or super-efficient

21 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

22 No survey of the boundaries of the property was undertaken All areas and dimensions furnished are presumed to be

correct It is further assumed that no encroachments to the realty exist

23 The Americans with Disabilities Act ADA became effective January 26 1992 Notwithstanding any discussion of

possible readily achievable barrier removal construction items in this report CBRE has not made specific compliance

survey and analysis of this property to determine whether it is in conformance with the various detailed requirements of

the ADA It is possible that compliance survey of the property together with 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 ADA If so this

fact could have negative effect on the value estimated herein Since CBRE has no specific information relating to this

issue nor is CBRE qualified to make such an assessment the effect of any possible non-compliance with the

requirements of the ADA was not considered in estimating the value of the subject

24 Client shall not indemnify Appraiser or hold Appraiser harmless unless and only to the extent that the Client

misrepresents distorts or provides incomplete or inaccurate appraisal results to others which ads of the Client

approximately result in damage to Appraiser Notwithstanding the foregoing Appraiser shall have no obligation under

this Section with respect to any loss that is caused solely by the active negligence or willful misconduct of Client and is

not contributed to by any act or omission including any failure to perform any duty imposed by law by Appraiser

Client shall indemnify and hold Appraiser harmless from any claims expenses judgments or other items or costs arising

as result of the Clients failure or the failure of any of the Clients agents to provide complete copy of the appraisal

report to any third party In the event of any litigation
between the parties the prevailing party to such

litigation shall be

entitled to recover from the other reasonable attorney fees and costs

25 The report is for the sole use of the client however client may provide only complete final copies of the appraisal

report in its entirety but not component parts to third parties who shall review such reports in connection with loan

underwriting or securitization efforts Appraiser is not required to explain or testify as to appraisal results other than to

respond to the client for routine and customary questions Please note that our consent to allow an appraisal report

prepared by CBRE or portions of such report to become part of or be referenced in any public offering the granting of

such consent will be at our sole discretion and if given will be on condition that we will be provided with an

Indemnification Agreement and/or Non-Reliance letter in form and content satisfactory to us by party satisfactory to

us We do consent to your submission of the reports to rating agencies loan participants or your auditors in its entirety

but not component parts without the need to provide us with an Indemnification Agreement and/or Non-Reliance

letter

26 As part of the clients requested scope of work an estimate of insurable value is provided herein CBRE has followed

traditional appraisal standards to develop reasonable calculation based upon industry practices and industry accepted

publications such as the Marshal Valuation Service handbook The methodology employed is derivation of the cost

approach which is primarily used as an academic exercise to help support the market value estimate and therefore is

not reliable for Insurable Value estimates Actual construction costs and related estimates can vary greatly from this

estimate

This analysis should not be relied upon to determine
proper insurance coverage which can only be properly estimated

by consultants considered experts in cost estimation and insurance underwriting It is provided to aid the

client/reader/user as part of their overall decision making process and no representations or warranties are made by
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CBRE regarding the accuracy of this estimate and it is strongly recommend that other sources be utilized to develop any

estimate of insurable value
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assessed value Assessed value applies in ad valorem

taxation and refers to the value of property according to

the tax rolls Assessed value may not conform to market

value but it is usually calculated in relation to market

value base

cash equivalency The procedure in which the sale

prices of comparable properties sold with atypical

fnancing are adjusted to reflect typical market terms

contract rent The actual rental income specified in

lease

disposition value The most probable price which

specified interest in real property is likely to bring under

all of the following conditions Consummation of

sale will occur within limited future marketing period

specified by the client The actual market conditions

currently prevailing are those to which the appraised

property interest is subject The buyer and seller is

each acting prudently and knowledgeably The seller

is under compulsion to sell The buyer is typically

motivated Both parties are acting in what they

consider their best interests An adequate marketing

effort will be made in the limited time allowed for the

completion of sale Payment will be made in cash in

U.S dollars or in terms of financial arrangements

comparable thereto and The price represents the

normal consideration for the property sold unaffected by

special or creative financing or sales concessions granted

by anyone associated with the sale.N

effective rent The rental rate net of financial concessions

such as periods of no rent during the lease term may be

calculated on discounted basis reflecting the time value

of money or on simple straight-line basis

excess land In regard to an improved site the land not

needed to serve or support the existing improvement In

regard to vacant site or site considered as though

vacant the land not needed to accommodate the sites

primary highest and best use Such land may be

separated from the larger site and have its own highest

and best use or it may allow for future expansion of the

existing or anticipated improvement See also surplus

land.t

extraordinary assumption An assumption directly

related to specific assignment which if found to be

false could alter the appraisers opinions or conclusions

Extraordinary assumptions presume as fact otherwise

uncertain information about physical legal or economic

characteristics of the subject property or about conditions

external to the property such as market conditions or

trends or about the
integrity

of data used in an analysis

See a/so hypothetical condition

fee simple estate 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

floor area ratio FAR The relationship between the

above-ground floor area of building as described by

the building code and the area of the plot on which it

stands in planning and zoning often expressed as

decimal e.g ratio of 2.0 indicates that the permissible

floor area of building is twice the total land area also

called building-to-land ratio

full service lease lease in which rent covers all

operating expenses Typically full service leases are

combined with an expense stop the expense level

covered by the contract lease payment Increases in

expenses above the expense stop level are passed

through to the tenant and are known as expense pass

throughs

going concern value Going concern value is the value

of proven property operation It includes the

incremental value associated with the business concern

which is distinct from the value of the real estate only

Going concern value includes an intangible enhancement

of the value of an operating business enterprise which is

produced by the assemblage of the land building labor

equipment and marketing operation This process

creates an economically viable business that is expected

to continue Going concern value refers to the total value

of property including both real property and intangible

personal property attributed to the business value

gross building area GBA The total floor area of

building including below-grade space but excluding

unenclosed areas measured from the exterior of the

walls Gross building area for office buildings is

computed by measuring to the outside finished surface of

permanent outer building walls without any deductions

All enclosed floors of the building including basements

mechanical equipment floors penthouses and the like

ore included in the measurement Parking spaces and

parking garages are excluded

hypothetical condition That which is contrary to what

exists but is supposed for the purpose of analysis

Hypothetical conditions assume conditions contrary to

known facts about physical legal or economic

characteristics of the subject property or about conditions

external to the property such as market conditions or

trends or about the
integrity

of data used in an analysis

See also extraordinary assumption

investment value Investment value is the value of an

investment to particular investor based on his or her

investment requirements In contrast to market value

investment value is value to an individual not value in the

marketplace Investment value reflects the subjective

relationship between particular investor and given

investment When measured in dollars investment value

is the price an investor would pay for an investment in

light of its perceived capacity to satisfy his or her desires
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needs or investment goals To estimate investment value

specific investment criteria must be known Criteria to

evaluate real estate investment are not necessarily set

down by the individual investor they may be established

by an expert on real estate and its value that is an

appraiser

leased fee

See leased Tee estate

leased fee estate An ownership interest held by

landlord with the right of use and occupancy conveyed by

lease to others The rights of the lessor the leased fee

owner and the leased fee are specified by contract terms

contained within the Iease

leasehold

See leasehold estate

leasehold estate The interest held by the lessee the

tenant or renter through lease conveying the
rights

of

use and occupancy for stated term under certain

conditions

liquidation value The most probable price which

specified interest in real property is likely to bring under

all of the following conditions Consummation of

sale will occur within severely limited future marketing

period specified by the client The actual market

conditions currently prevailing are those to which the

appraised property interest is subject The buyer is

acting prudently and knowledgeably The seller is

under extreme compulsion to sell The buyer is typically

motivated The buyer is acting in what he or she

considers his or her best interests limited marketing

effort and time will be allowed for the completion of

sale Payment will be made in cash in U.S dollars or in

terms of financial arrangements comparable thereto and

The price represents the normal consideration for the

property sold unaffected by special or creative financing

or sales concessions granted by anyone associated with

the sale

market rent The most probable rent that property

should bring in competitive and open market reflecting

all conditions and restrictions of the specified lease

agreement including term rental adjustment and

revaluation permitted uses use restrictions and expense

obligations the lessee and lessor each acting prudently

and knowledgeably and assuming consummation of

lease contract as of specified date and the passing of

the leasehold from lessor to lessee under conditions

whereby lessee and lessor are typically motivated

both parties are well informed or well advised and acting

in what they consider their best interests reasonable

time is allowed for exposure in the open market the

rent payment is made in terms of cash in U.S dollars and

is expressed as an amount per time period consistent with

the payment schedule of the lease contract and the

rental amount represents the normal consideration for the

property leased unaffected by special fees or concessions

granted by anyone associated with the transaction

market value Market value is one of the central

concepts of the appraisal practice Market value is

differentiated from other types of value in that
it is created

by the collective patterns of the market Market value

means the most probable price which property should

bring in competitive and open market under all

conditions requisite to fair sale the buyer and seller

each acting prudently and knowledgeably and assuming

the price is not affected by undue stimulus Implicit in this

definition is the consummation of sale as of specified

date and the passing of title from seller to buyer under

conditions whereby reasonable time is allowed for

exposure in the open market Both parties are well

informed or well advised and acting in what they

consider their own best interests Buyer and seller are

typically motivated Payment is made in terms of cash

in U.S dollars or in terms of financial arrangements

comparable thereto and The price represents the

normal consideration for the property sold unaffected by

special or creative financing or sales concessions granted

by anyone associated with the sale.N

marketing period The time it takes an interest in real

property to sell on the market subsequent to the date of

an appraisal

net lease Lease in which all or some of the operating

expenses are paid directly by the tenant The landlord

never takes possession of the expense payment In

Triple Net Lease all operating expenses are the

responsibility of the tenant including property taxes

insurance interior maintenance and other miscellaneous

expenses However management fees and exterior

maintenance are often the responsibility of the lessor in

triple net lease modified net lease is one in which

some expenses are paid separately by the tenant and

some are included in the rent

net rentable area NRA The area on which rent is

computed The Rentable Area of floor shall be

computed by measuring to the inside finished surface of

the dominant portion of the permanent outer building

walls excluding any major vertical penetrations of the

floor No deductions shall be made for columns and

projections necessary to the building Include space such

as mechanical room janitorial room restrooms and

lobby of the floor

occupancy rate The relationship or ratio between the

income received from the rented units in property and

the income that would be received if all the units were

occupied.A

prospective value opinion forecast of the value

expected at specified future date prospective value

opinion is most frequently sought in connection with real

estate projects that are proposed under construction or

under conversion to new us or those that have not
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achieved sellout or stabilized level of long-term

occupancy at the time the appraisal report is written

reasonable exposure time The estimated length of

time the property interest being appraised would have

been offered on the market prior to the hypothetical

consummation of sale at market value on the effedive

date of the appraisal retrospective opinion based upon

an analysis of past events assuming competitive and

open market tt

rent

See

full service lease

net lease

market rent

contract coupon face or nominal rent

effective rent

shell rent The typical rent paid for retail office or

industrial tenant space based on minimal shell interior

finishes called plain vanilla finish in some areas Usually

the landlord delivers the main building shell space or

some minimum level of interior build-out and the tenant

completes the interior finish which can include wall

ceiling and floor finishes mechanical systems interior

electric and plumbing Typically these are long-term

leases with tenants paying all or most property expenses

surplus land Land not necessary to support the highest

and best use of the existing improvement but because of

physical limitations building placement or neighborhood

norms cannot be sold off separately Such land may or

may not contribute positively to value and may or may not

accommodate future expansion of an existing or

anticipated improvement See also excess land

usable area The area actually used by individual

tenants The Usable Area of an office building is

computed by measuring to the finished surface of the

office side of corridor and other permanent walls to the

center of partitions that separate the office from adjoining

usable areas and to the inside finished surface of the

dominant portion of the permanent outer building walls

Excludes areas such as mechanical rooms janitorial

room restrooms lobby and any major vertical

penetrations of multi-tenant floor

use value Use value is concept based on the

productivity of an economic good Use value is the value

specific property has for specific use Use value

focuses on the value the real estate contributes to the

enterprise of which it is part without regard to the

propertys highest and best use or the monetary amount

that might be realized upon its sale

value indication An opinion of value derived through

application of the appraisal process

The Appraisal of Real Estate Thirteenth Edition Appraisal

Institute 2008

The Dictionaiy of Real Estate Appraisal Fourth Edition

Appraisal Institute 2002

Office of Comptroller of the Currency 0CC 12 CFR Part

34 Subpart Appraisals 34.42 Office of Thrift

Supervision OTS 12 CFR 564.2
Appraisal

Institute

The Dictionay of Real Estate Appraisal 4h ed Chicago

Appraisal Institute 2002 177-178 This is also compatible

with the RTC FDIC FRS and NCUA definitions of market

value as well as the example referenced in the Uniform

Standards of Professional Appraisal Practice USPAP

2000 BOMA Experience Exchange Report

Income/Expense Analysis for Office Buildings Building

Owners and Managers Association 2000

Statement on Appraisal Standard No Appraisal

Standards Board of The Appraisal Foundation September
16 1993 revised June 15 2004
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BEA Development Site BK Trustee Sale

PLANNED DEVELOPMENT LAND SALE No

Sale Data

Transaction Type

Date

Marketing Time

Grantor

Grantee

Document No
Sale Price

Financing

Cash Eq.Price

Onsite/Offsite Costs

Adj Sale Price

Verification

Sale

2/2010

N/A

Chicago Title

San Jose CA 2347 1st St

20620054

$50000000

Not Available

$50000000

$0

$50000000

Costar/NCD Data.com Deed

This comparable represents the sale of the 43.01 gross acre 1873516 SF 39.81 net acre 1734124 SF tract of vacant

commercial land located at 2347 North First Street in the City of San Jose At the time of sale this comparable was entitled for

development with 2800000 rentable square feet of office space representing an allowable floor area ratio FAR of 1.64

The 2010 sale was transferred via trustees deed The amount of unpaid debt was $89424525 but the property transferred for

reported $50M

çBRE

Location Data

Location 2347 North First Street

San JoseCA 95131

County Santa Clara

Assessors Parcel No 101-02-011

Atlas Ref N/A

Physical Data

Type Planned Development

Land Area Gross Usable

Acres 43.0100 39.8100

Square Feet 1873516 1734124

Topography Level At Street Grade

Shape shape

Utilities All to site

Zoning IP PD Industrial Park Planne

Allowable Bldg Area 2800000
Floor Area Ratio 1.49

No of units N/A

Max FAR

Frontage 679 feet North First Street 2048
feet Orchard Parkway

Analysis

Use At Sale

Proposed Use or Dev

Price Per Acre

Price Per SF of Land

Price Per Unit

Price Per SF of Bldg

Comments

Vacant

2800000 SF of office

$1255965

$28.83

N/A

$17.86



Proposed Target Site

RETAJL/COMMERCIAL LAND SALE No.2

Use At Sale

Proposed Use or Dev

Price Per Acre

Price Per SF of Land

Price Per Unit

Price Per SF of Bldg

Comments

Sale Data

Transaction Type

Date

Marketing Time

Grantor

Grantee

Document No
Sale Price

Financing

Cash Eq.Price

OnsitelOffsite Costs

Adj Sale Price

Verification

Sale

12/2009

12 months

TSA at First LLC

Target Corporation

20540288

$13000000

Cash to Seller

$13000000

$0

$13000000

Confidential

The site is zoned for industrial use but has general plan of Combined Industrial/Commercial and retail use is allowed on the site

The seller indicated the entitlements for development were in place in September 2009

The site was sold to Target Corporation which plans to develop big box retail store on the site The seller will deliver finished

site with all utilities to the site and parking lot for the building Target will then develop new store with either an October 2010 or

March 2011 opening date The site improvements are paid for out of separate accxunt and the purchase price represents raw land

only

The purchase price for the property was reportedly established in June of 2009

Location Data

Location First Street and Holger Way

San JoseCA 95134

County Santa Clara

Assessors Parcel No 097-14-094 095 portion

Atlas Ref N/A

Physical Data

Type Retail/Commercial

Land Area Gross Usable

Acres 10.5000 10.5000

Square Feet 457380 457380

Topography Generally Level

Shape Irregular

Utilities All to site

Zoning lP Industrial Park

Allowable Bldg Area N/A

Floor Area Ratio N/A

No of units N/A

Max FAR N/A

Frontage 400 on North First Street 1381 on

Highway 237

Analysis

Vacant

Target Store

$1238095

$28.42

N/A

N/A

BRE



Retail Development Site

RETAIL/COMMERCIAL LAND SALE No

Use At Sale

Proposed Use or Dev

Price Per Acre

Price Per SF of Land

Price Per Unit

Price Per SF of Bldg

Comments

Sale Data

Transaction Type

Date

Marketing Time

Grantor

Grantee

Document No
Sale Price

Financing

Cash Eq.Price

Onsite/Offsite Costs

Adj Sale Price

Verification

Sale

10/2009

months

Coliseum Associates LLC

City of Oakland Redevelopment

345845

$13875000

Cash to Seller

$13875000

$1 50000

$14025000

Broker Deed Records

Property was formerly developed with /-180000 SF home improvement discount store known as Home Base Property had been

partially demolished although site was still improved with concrete slab and demolition costs were estimated at $150000
Purchase price was arrived at via an appraisal The property was purchased for eventual retail redevelopment Property is situated

in the Coliseum Redevelopment District and is designated central business district in Oaklands comprehensive plan

Location Data

Location 633 Hegenberger Road

OaklandCA 94621

County Alameda

Assessors Parcel No 042-4328-001-16

Atlas Ref N/A

Physical Data

Type Retail/Commercial

Land Area Gross Usable

Acres 12.3700 12.3700

Square Feet 538837 538837

Topography Level At Street Grade

Shape Rectangular

Utilities All Available

Zoning C-36/S4 CBD District

Allowable Bldg Area N/A

Floor Area Ratio N/A

No of units N/A

Max FAR

Frontage 940 feet

Analysis

__.v

Concrete slab Former Retail

Retail Development

$1133791

$26.03

N/A

N/A

CBRE



Kato Business Park

INDUSTRIAL LAND SALE No.4

Sale Data

Transaction Type

Date

Marketing Time

Grantor

Grantee

Document No
Sale Price

Financing

Cash Eq.Price

Onsite/Offsite Costs

Adj Sale Price

Verification

Sale

7/2009

N/A

LDFI LLC McMorgan

Solyndra

N/A

$32700000

Not Available

$32700000

$0

$32700000

Seller

The comparable is the transcation of 30.01 acre industrial site The site is located adjacent to the TransContinental printing facility

on Kato Road in Frernont The buyer Solyndra plans to build 609000 square foot solar cell manufacturing facility on the site

Solyndra received $535 million loan guarantee from the Department of Energy in March of 2009 to cover large portion of the

construction costs for the project Reportedly the buyer was willing to pay an above market price for the site because of the

financial benefit from the loan guarantee

The site is not encumbered with assessment bonds

Location Data

Location 47422 Kato Road

FremontCA 94538

County Alameda

Assessors Parcel No 519-1742-002 portion

Atlas Ref N/A

Physical Data

Type Industrial

Land Area Gross Usable

Acres 30.01 00 30.01 00

Square Feet 1307236 1307236

Topography Level At Street Grade

Shape Rectangular

Utilities Available

Zoning l-R Restricted Industrial

Allowable Bldg Area 609000

Floor Area Ratio 0.47

No of units N/A

Max FAR

Frontage 950 Kato Road

Analysis

Use At Sale

Proposed Use or Dev

Price Per Acre

Price Per SF of Land

Price Per Unit

Price Per SF of Bldg

Comments

Vacant land

609000 SF Mfg Facility

$1089636

$25.01

N/A

$53.69

CBRE



RETAIL/COMMERCIAL LAND SALE No

SWC Hesperian Blvd and Industrial Blvd

Sale Data

Transaction Type

Date

Marketing Time

Grantor

Grantee

Document No
Sale Price

Financing

Cash Eq.Price

Onsite/Offsite Costs

Adj Sale Price

Verification

Sale

6/2009

N/A

Eden Shores Associates II LLC

Costco Wholesale

206114

$15660000

Cash to Seller

$15660000

$0

$15660000

Confidential

This comparable is the June 2009 sale of 16.32 acre site located in Hayward that sold for $15660000 or $22.03 per square foot

The buyer is Costco who plans to construct 160000 SF Costco store on the property The comparable is located at the

southwest corner of Hesperian Boulevard and Industrial Boulevard The $15660000 sale price assumed the buyer was not

responsible for assessment bonds The seller paid off the assessment bonds The comparable originally went into contract to the

same buyer in 2006 at higher price which was not disdosed

This comparable is identified as Assessors Parcel Numbers 456-0097-013 and 014 and is portion of Assessors Parcel Numbers

456-0097-007 008 011 012 and 015

Location Data

Location SWC Hesperian Blvd and Industrial

HaywardCA

County Alameda

Assessors Parcel No See Comments

Atlas Ref N/A

Physical Data

Type Retail/Commercial

Land Area Gross Usable

Acres 16.3200 16.3200

Square Feet 710899 710899

Topography Generally Level

Shape Irregular

Utilities To Site

Zoning CR Regional Commercial

Allowable Bldg Area 160000

Floor Area Ratio 0.23

No of units N/A

Max FAR N/A

Frontage N/A

Analysis

Use At Sale

Proposed Use or Dev

Price Per Acre

Price Per SF of Land

Price Per Unit

Price Per SF of Bldg

Comments

Vacant

Retail

$959558

$22.03

N/A

$97.88

CBRE



Sutter Health Land

LAND SALE No

Use At Sale

Proposed Use or Dev

Price Per Acre

Price Per SF of Land

Price Per Unit

Price Per SF of Bldg

Comments

Vacant

Hold for future medical use

$877777

$20.15

Sale Data

Transaction Type

Date

Marketing Time

Grantor

Grantee

Document No
Sale Price

Financing

Cash Eq.Price

Onsite/Offsite Costs

Adj Sale Price

Verification

Sale

10/2008

N/A

Sutter Health

KLA-Tencor Corporation

305173

$39500000

Not Available

$39500000

$0

$39500000

Costar Brokers confirmed Costar

data is correct

This is the sale of two adjoining parcels totaling 45 acres Sutter Health purchased the site for the future development of health

care facility The property was not on the market at the time of sale the buyer approached seller.The location near major highway
and proposed new interchange drove the decision

Location Data

Location Portola Avenue at Shea Drive

LivermoreCA 94550

County Alameda

Assessors Parcel No Multiple

Atlas Ref N/A

Physical Data

Type

Land Area Gross Usable

Acres 45.0000 45.0000

Square Feet 1960200 1960200

Topography Level At Street Grade

Shape Irregular

Utilities At Site

Zoning Planned Development

Allowable Bldg Area N/A

Floor Area Ratio N/A

No of units N/A

Max FAR

Frontage Shea Center Drive Portola

Parkway

Analysis

N/A

N/A

CBRE
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VALUATION ADVISORY SERVICES

CBRE
CB RICHARD ELLIS

VIA E-MAIL TRANSMITTAL Rocco LisciomideveIoDments.com
CB Richard Ellis Inc

350 Sonsorne Street

Suite 840

San Francisco CA 94104-1313

July 13 2010
925-938-4391

925-938-4016

timothy.orepncbre.com

Mr Rocco Liscio

Executive Vice President Chief Financial Officer

MI Developments Inc

455 Magna Drive

Aurora ON L4G7A9

Canada

905.726.7507

905.726.6332

RE Appraisal Update Agreement

CBRE File No 10-231SF-0575

Golden Gate Racetrack Site

1100 East Shore Highway

Albany and Berkeley CA

Dear Mr Liscio

We are pleased to submit this proposal and our Terms and Conditions for the appraisal of the

referenced real estate

PROPOSAL SPECIFICATIONS

Purpose To estimate the hypothetical market value of the land assuming it is

available to be developed in accordance with its highest and best use

Premise Hypothetical value of the land as vacant as of May 18 2010 No

valuation of the existing improvements or the racetrack as going

concern will be provided

Rights Appraised Fee simple estate

Intended Use Asset valuation relating to proposed corporate transaction The

appraisal report may be distributed to and relied upon by the Clients

professional advisors including its auditors The report can also be

included in securities commission filing in accordance with terms and

conditions 18
Appraisal Appraisal employing the

Process sales comparison approach

Appraisal Uniform Standards of Professional Appraisal Practice USPAP and

Standards Code of Professional Ethics and the Standards of Professional Appraisal

Practice of the Appraisal Institute

Report Type Summary format

Report Copies hard copies and PDF final

2010 CB Richard E/lis Inc



Mr Rocco Liscio Executive Vice President Chief Financial Officer

Ml Developments Inc

Golden Gate Racetrack Site Albery and Berkeley CA
July 13 2010

Page

Fee $1500

Expenses Fee quoted includes all expenses

The retainer of $1500 is required in advance payable to CBRE
Valuation Advisory Services Please reference property address on

retainer check or wire transaction for prompt identification and send

retainer check to the attention of Marie Chan at 350 Sansome Street

Suite 840 San Francisco CA 94104

Start Date The appraisal process will start upon receipt of your signed agreement
retainer and the property specific data

Delivery Date week after the start date

Acceptance Date This proposal is subject to withdrawal and the delivery date is subject to

modification if the Start Date is not within business days

Payment Terms Payment is not contingent upon any loan closing Final payment is due

and payable upon delivery of the final report or within thirty 30 days of

your receipt of our draft report whichever is sooner If draft report is

requested the fee is considered earned upon delivery of our draft report

The attached Terms and Conditions and Specific Property Data Request are deemed part of

this agreement as though set forth in full herein

We appreciate this opportunity to be of service to you on this assignment If you have additional

questions please contact us

Sincerely

CB RICHARD ELLIS INC
VALUATION ADVISORY SERVICES

Elizabeth Champagne MAI MRICS Tim ORegan MAI
Senior Managing Director Senior Real Estate Analyst
California Certification No AG025144 California Certification No AG018055
Phone 415 986-7395 Phone 925 938-4391

Fax 415 986-6862 Fax 925 938-4016

E-mail elizabeth.chamDagneäcbrecom E-mail timothy.oreqanªcbre.com

Retainer

20/0 CB Richard Ellis Inc



Mr Rocco Liscio Executive Vice President Chief Financial Officer

Ml Developments Inc

Golden Gate Racetrack Site Albery and Berkeley CA

July 13 2010

Page

AGREED AND ACCEPTED

Signatur

OCCO Ar iCtU
Nme

tY3.7ZL0
Phone Number

T_-4 i/id
Date

EFo
Title

r73
Fax Number

ioci i3rrn \opmecs
E-Mail Address

2010 CB Richard Ellis Inc



Mr Rocco Liscio Executive Vice President Chief Financial Officer

MI Developments Inc

Golden Gate Racetrack Site Albery and Berkeley CA

July 13 2010

Page

SPECIFIC PROPERTY DATA REQUEST

In order to complete this assignment in the timely manner requested CB Richard Ellis Inc
Valuation Advisory Services will require the following applicable specific information for the

property

recent title policy or report

Legal descriptions

Copy of the most recent tax bill

Site and floor plans

Building area calculations and surveys

Pro forma and cost estimates

list of major repairs which have recently been made or are scheduled to

be made in the next 18 months

Name and phone numbers of on-site superintendents or local

management firm or trustee for physical inspection

Copies of any toxic engineering reports dealing with underground tanks

PCBs asbestos or chemical spills if available

Soils/hazards/structural reports etc

Copy of Ground Lease if Leasehold

Acurrentrentroll

Notice of any pending changes to the rent roll or pertinent information

regarding the current status of the tenants

Copy of leases or abstracts

Copies of all leases or detailed rent roll including all pertinent deal points

three year income and expense history

Current year expense to date

Expense reimbursements on tenant by tenant basis

copy of the current budget

copy of the next fiscal years budget if available

Escrow instructions/purchase documents if the property transferred within

the past three years

Copies of any bona fide offers to purchase the property listing agreements
or option agreements covering the last three years

Other recent appraisals or market studies etc

Any other information which you feel is necessary for proper valuation of

the property

2010 C8 Rchard El/is Inc



TERMS AND CONDITIONS

These Terms and Conditions between CB Richard Ellis lnc.-Valuation Services Appraiser and the Client for

whom the referenced appraisal service will be performed shall be deemed part of such Agreement as though
set forth in full therein The Agreement shall be governed by the laws of the state of the CB Richard Ellis Inc
office shown on the Agreement

Client is defined as the party signing the Agreement and shall be responsible for payment of the fees stipulated

in the Agreement Payment of the appraisal fee is not contingent upon any predetermined value or on an action

or event resulting from the analyses opinions conclusions or use of the appraisal report

Final payment is due and payable upon delivery of the final report or within
thirty 30 days of your receipt of our

draft report whichever is sooner If draft report is requested the fee is considered earned upon delivery of our
draft report

If we are requested to give court testimony an additional fee will be charged on an hourly basis at our then-

prevailing hourly rate The hourly billings pertain to court preparation waiting and travel time document review

and preparation excludes appraisal report and all meetings related to court testimony

In the event Client requests additional services beyond the purpose stated in the Agreement Client agrees to

pay an additional charge for such services plus reimbursement of expenses whether or not the completed
report has been delivered to Client at the time of the request

It is understood that the Client has the right to cancel this assignment at any time prior to delivery of the

completed report In such event the Client is obligated only for the pro rated share of the fee based upon the

work completed and expenses incurred with minimum charge of $500

Additional copies of the appraisal reports are available at cost of $250 per original color copy and $100 per
photocopy black and white plus shipping costs

In the event Client fails to make payments when due and payable then from the date due and payable until paid

the amount due and payable shall bear interest at the maximum rate permitted in the state in which the office of

Appraiser executing the Agreement is located If Appraiser is required to institute legal action against Client

relating to the Agreement Appraiser shall be entitled to recover reasonable attorneys fees and costs from Client

Appraiser assumes that there are no major or significant items that would require the expertise of professional

building contractor or engineer If such items need to be considered in Appraisers studies such services are to

be provided by others at cost which is not part of the fee proposal

10 In the event of any dispute between Client and Appraiser relating to this Agreement or Appraisers or Clients

performance hereunder Appraiser and Client agree that such dispute shall be resolved by means of binding

arbitration in accordance with the commercial arbitration rules of the American Arbitration Association and

judgment upon the award rendered by the arbitrators may be entered in any court of competent jurisdiction

Depositions may be taken and other discovery obtained during such arbitration proceedings to the same extent

as authorized in civil judicial proceedings in the state where the office of Appraiser executing this Agreement is

located The arbitrators shall be limited to awarding compensatory damages and shall have no authority to

award punitive exemplary or similar type damages The prevailing party in the arbitration proceeding shall be
entitied to recover from the losing party its expenses including the costs of arbitration proceeding and
reasonable attorneys fees

11 Client acknowledges that Appraiser is being retained hereunder as an independent contractor to perform the

services described herein and nothing in this Agreement shall be deemed to create any other relationship

between Client and Appraiser This assignment shall be deemed concluded and the services hereunder

completed upon delivery to Client of the appraisal report discussed herein

12 All statements of fact in the report which are used as the basis of the Appraisers analyses opinions and
conclusions will be true and correct to the best of the Appraisers knowledge and belief The Appraiser may rely

upon the accuracy of information and material furnished to Appraiser by Client

13 Appraiser shall have no responsibility for legal matters questions of survey or title soil or subsoil conditions

engineering or other similar technical matters The report will not constitute survey of the property analyzed

14 Client shall provide Appraiser with such materials with respect to the Assignment as are requested by Appraiser
and in the possession or under the control of Client Client shall provide Appraiser with sufficient access to the

real property to be analyzed and hereby grants permission for entry unless discussed in advance to the

contrary

15 The data gathered in the course of the Assignment except data furnished by Client and the report prepared
pursuant to the Agreement are and will remain the property of Appraiser With respect to data provided by
Client Appraiser shall not violate the confidential nature of the appraiser-client relationship by improperly

disclosing any confidential information furnished to Appraiser Notwithstanding the foregoing Appraiser is

authorized by Client to disclose all or any portion of the report and the related data to appropriate representatives

Poge5of6
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of the Appraisal Institute if such disclosure is required to enable Appraiser to comply with the Bylaws and

Regulations of such Institute as now or hereafter in effect

16 Unless specifically noted in the appraisal we will not be taking into consideration the possibility of the existence

of asbestos PCB transformers or other toxic hazardous or contaminated substances and/or underground

storage tanks hazardous material or the cost of encapsulation or removal thereof Further Appraiser
understands that there is no major or significant deferred maintenance in the property which would require the

expertise of professional cost estimator or contractor If such repairs are needed the estimates are to be

prepared by others and are not part of this fee proposal

17 Client shall not indemnify Appraiser or hold Appraiser harmless unless and only to the extent that the Client

misrepresents distorts or provides incomplete or inaccurate appraisal results to others which acts of the Client

approximately result in damage to Appraiser Client shall indemnify and hold Appraiser harmless from any
claims expenses judgments or other items or costs arising as result of the Clients failure or the failure of any
of the Clients agents to provide complete copy of the appraisal report to any third party In the event of any

litigation
between the parties the prevailing party to such

litigation
shall be entitled to recover from the other

reasonable attorney fees and costs

18 The report is for the sole use of the client however client may provide only complete final copies of the

appraisal report in its entirety but not component parts to third parties who shall review such reports in

connection with loan underwriting or securitization efforts Appraiser is not required to explain or testify as to

appraisal results other than to respond to the client for routine and customary questions Please note that our
consent to allow an appraisal report prepared by CB Richard Ellis Inc or portions of such report to become part

of or be referenced in any public offering the granting of such consent will be at our sole discretion and if given
will be on condition that we will be provided with an Indemnification Agreement anWor Non-Reliance letter in

form and content satisfactory to us by party satisfactory to us We do consent to your submission of the

reports to rating agencies loan participants or your auditors in its entirety but not component parts without the

need to provide us with an Indemnification Agreement and/or Non-Reliance letter

Pageóofó
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QUALIFICATIONS OF

TIMOTHY OREGAN MAI

Senior Real Estate Analyst

CB Richard Ellis Inc Valuation Advisory Services

350 Sansome Street Suite 840

San Francisco California 94104

415 986-7255

Timothy.OReQanäcbre.com

EDUCATIONAL

Master of Business Administration Finance West Coast University Orange California

Bachelor of Arts Marketing California State University Fullerton California

Appraisal Institute

1A1 Real Estate Appraisal Principles

1A2 Basic Valuation Procedures

BA Capitalization Theory and Techniques Part

BB Capitalization Theory and Techniques Part

SPP Standard of Professional Practice Part

SPP Standard of Professional Practice Part

540 Report Writing Valuation Analysis

11550 Advanced Application

LICENSES/CERTIFICATIONS

Certified Real Estate Appraiser State of California AG018055 April 2009

PROFESSIONAL

Appraisal Institute

Designated Member Appraisal Institute MAt

Associate Member

EMPLOYMENT EXPERIENCE

1997-Present

1993-1997

1990-1992

1987-1990

1980-1987

CB Richard Ellis Inc

Cushman Wakefield of Oregon Inc

Diversified Realty Appraisal

Merrill Lynch

Pacific Bell

San Francisco CA
Portland OR

Newport Beach CA
Walnut Creek CA
San Francisco Los Angeles CA

2010 CO Richard F//is Inc
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APPRAISAL OF REAL PROPERTY

Bowie Race Track Land

7300 Race Track Road

Bowie Prince Georges County MD 20715

IN RESTRICTED USE APPRAISAL REPORT

As of December 14 2009

Prepared For

Special Committee of the Board of Directors of Ml

Developments Inc Mid HEENAN BLAIKIE

P0 Box 185 Royal Bank Plaza-South Tower Suite 2600

Toronto State M5J2J4

Prepared By

Cushman Wakefield of Washington D.C Inc

Valuation Advisory Services

1717 Pennsylvania Avenue NW Suite 500

Washington DC 20006

CW File ID 09-26001-9944-1

CUSH MAN
WAKEFIELD

Iatss Sooes

hotograph of

As matter of environmental
responsibility CW has adopted corporate-wide program to prnt our appraisal reports double-sided



CUSHMAN
WAKEFIELD

CUSIIMAN WAKEFIELD OF WASHINGTON D.C. INC

1717 PENNSYLVANIA AVENUE NW SUffE 500

WASHINGTON DC 20006

December 23 2009

Mr Kevin Rooney

Chairman

Special Committee of the Board of Directors of MI Developments Inc Mid HEENAN BLAIKIE
P0 Box 185 Royal Bank Plaza-South Tower Suite 2600

Toronto State M5J2J4

Re Appraisal of Real Property

In Restricted Use Report

Bowie Race Track Land

7300 Race Track Road

Bowie Prince Georges County MD 20715

CW File ID 09-26001-9944-1

Dear Mr Rooney

In fulfillment of our agreement as outlined in the Letter of Engagement we are pleased to transmit our appraisal

of the above property in Restricted Use Report which is intended to comply with the reporting requirements set

forth under Standards Rule 2-2c of the Uniform Standards of Professional Appraisal Practice USPAP In

accordance with USPAP the use of this report is restricted to the client only

The report presents limited discussions of the data reasoning and analyses used in the appraisal process to

develop the appraisers opinion of value It may not be understood without additional information in the

appraisers work file The depth of discussion contained in this report is specific to the needs of the client and for

the intended use stated in the following pages

Client Mr Kevin Rooney

Special Committee of the Board of Directors of MI Developments Inc

Mid HEENAN BLAIKIE

P0 Box 185 Royal Bank Plaza-South Tower Suite 2600

Toronto State M5J2J4

Intended User In compliance with USPAP the Client is the only Intended User

Intended Use Client use only for internal valuation



MR KEVIN ROONEY
CUSHMAN WAKEFIELD OF WASHINGTON D.C INC

SPECIAL COMMITTEE OF THE BOARD OF DIRECTORS OF MI

DEVELOPMENTS INC CMID HEENAN BLNKIE
DECEMBER 23 2009

PAGE

Identification of the Real Estate Bowie Race Track Land

7300 Race Track Road

Bowie MD 20715

Current Use The subject the former Bowie Race Track consists of 162 acre

residentially zoned tract The subject fronts along both sides of Race

Track Road about midway between Route 50 and the Baltimore

Washington Parkway This location is deemed average The property

had been used as horse training facility

Highest and Best Use It is our opinion that the Highest and Best Use of the subject site as if

As If Vacant vacant is residential single family development as dictated by market

conditions

Highest and Best Use
it is our opinion that the Highest and Best Use of the subject property

As improved as improved is redevelopment into residential subdivision as dictated

by market conditions

Type of Value Market Value defined later in this report

Real Property Interest Valued Fee Simple

Sales History To the best of our knowledge the
property has not transferred within

the past three years

Date of inspection 12/14/09

Effective Date of Value 12/14/2009

Date of Report 12/23/2009

Extraordinary Assumptions We assumed the data supplied and representations made by

ownership accurately reflect the characteristics of this property

Nothing in our research suggested otherwise We conlcuded that the

improvements do not add to the value of the underlying land This

appraisal does not employ any other extraordinary assumptions

Hypothetical Conditions This appraisal does not employ any hypothetical conditions

Opinion of Value $1950000 Mamet Value As-Is on December 14 2009

Exposure Time 12 months

MARKET VALUE DEFINITION
The most probable price which property should bring in competitive and open market under all conditions

requisite to fair sale the buyer and seller each acting prudently and knowledgeably and assuming the price is

not affected by undue stimulus Implicit in this definition is the consummation of sale as of specified date and

the passing of title from seller to buyer under conditions whereby



MR KEVIN ROONEY CUSIIMAN WAKEFIELD OF WASHINGTON D.C INC
SPECIAL COIIIlflEE OF THE BOARD OF DIRECTORS OF MI

DEVELOPMENTS INC MID HEENAN BLAIKJE

DECEMBER 23 2009

PAGE

Buyer and seller are typically motivated

Both parties are well informed or well advised and acting in what they consider their best interests

reasonable time is allowed for exposure in the open market

Payment is made in terms of cash in United States dollars or in terms of financial arrangements comparable
thereto and

The price represents the normal consideration for the property sold unaffected by special or creative financing

or sales concessions granted by anyone associated with the sale

Source 12 C.F.R Part 34.42g Federal Register 34696 August 24 1990 as amended at 57 Federal Register 12202 April

1992 59 Federal Register 29499 June 1994

SCOPE OF WORK
We prepared this independent and impartial appraisal of the property in conformance with the requirements of

USPAP The report includes only the appraisers conclusion and cannot be properly understood without reference

to the appraisers file which is maintained within our work file The level of detail and depth of the analysis is

considered to be commensurate with the complexity of the property type and market conditions

Cushnian Wakefield of Washington D.C Inc has an internal Quality Control Oversight Program This Program
mandates second read of all appraisals Assignments prepared and signed solely by designated members
MAIs are read by another MAI who is not participating in the assignment Assignments prepared in whole or in

part by non-designated appraisers require MAI participation Quality Control Oversight and signature

For this assignment Quality Control Oversight was provided by Neal Eaton MAI MRICS

As part of this appraisal number of independent investigations and analyses were required The agreed upon

Scope of Work included the following

Inspected the subject property and analyzed comparable data

Collected primary and secondary data related to the subject

Investigated the general trends in the regional economy and local area

Investigated sales in the subjects market

Used generally accepted market-derived methods and procedures appropriate to the assignment

Set forth all assumptions arid limiting conditions that affect the analyses opinion and conclusions as stated in

this report

Provided signed certification in accordance with Standards Rule 2-3 of USPAP

Sufficient data due diligence and analysis are combined in this valuation to produce reliable market value

conclusion that serves the needs of the client

APPRAISAL METHODOLOGY
There are three generally accepted approaches to developing an opinion of value Cost Sales Comparison and

Income Capitalization In appraisal practice an approach to value is included or eliminated based on its

applicability to the property type being valued and the quality of information available The reliability of each

approach depends on the availability and comparability of market data as well as the motivation and thinking of

purchasers
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The methods and techniques used to prepare this appraisal are the most likely to be used in typical practice and
result in reliable indication of value The agreed upon scope of work includes only the application of the Sales

Comparison Approach
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ASSUMPTIONS AND LIMITING CONDITIONS
Report means the appraisal or consulting report and conclusions stated therein to which these Assumptions and Limiting
Conditions are annexed

Property means the subject of the Report

CW means Cushman Wakefield Inc or its subsidiary that issued the Report

Appraisers means the employees of CW who prepared and signed the Report

The Report has been made subject to the following assumptions and limiting conditions

No opinion is intended to be expressed and no responsibility is assumed for the legal description or for any matters that

are legal in nature or require legal expertise or specialized knowledge beyond that of real estate appraiser Title to the
Property is assumed to be good and marketable and the Property is assumed to be free and clear of all liens unless
otherwise stated No survey of the Property was undertaken

The information contained In the Report or upon which the Report is based has been gathered from sources the Appraiser
assumes to be reliable and accurate The owner of the Property may have provided some of such information Neither the
Appraiser nor CW shall be responsible for the accuracy or completeness of such information including the correctness
of estimates opinions dimensions sketches exhibits and factual matters Any authorized user of the Report is obligated
to bring to the attention of CW any inaccuracies or errors that it believes are contained in the Report

The opinions are only as of the date stated in the Report Changes since that date in external and market factors or in the

Property itself can significantly affect the conclusions in the Report

The Report is to be used in whole and not in part No part of the Report shall be used in conjunction with any other
analyses Publication of the Report or any portion thereof without the prior written consent of CW is prohibited
Reference to the Appraisal Institute or to the MAI designation is prohibited Except as may be otherwise stated in the
letter of engagement the Report may not be used by any persons other than the partyQes to whom it is addressed or
for purposes other than that for which it was prepared No part of the Report shall be conveyed to the public through
advertising or used in any sales promotion offering or SEC material without CWs prior written consent Any authorized
users of this Report who provides copy to or permits reliance thereon by any person or entity not authorized by CW
in writing to use or rely thereon hereby agrees to indemnify and hold CW its affiliates and their respective shareholders
directors officers and employees harmless from and against all damages expenses claims and costs including

attorneys fees incurred in investigating and defending any claim arising from or in any way connected to the use of or

reliance upon the Report by any such unauthorized persons or entityies

Except as may be otherwise stated in the letter of engagement the Appraiser shall not be required to give testimony in

any court or administrative proceeding relating to the Property or the Appraisal

The Report assumes responsible ownership and competent management of the Property there are no hidden or

unapparent conditions of the Property subsoil or structures that render the Property more or less valuable no
responsibility is assumed for such conditions or for arranging for engineering studies that may be required to discover

them full compliance with all applicable federal state and local zoning and environmental regulations and laws
unless noncompliance is stated defined and considered in the Report and all required licenses certificates of

occupancy and other governmental consents have been or can be obtained and renewed for any use on which the value
opinion contained in the Report is based

The physical condition of the improvements considered by the Report is based on visual inspection by the Appraiser or
other person identified in the Report CW assumes no responsibility for the soundness of structural components or for

the condition of mechanical equipment plumbing or electrical components

The forecasted potential gross income referred to in the Report may be based on lease summaries provided by the owner
or third parties The Report assumes no responsibility for the authenticity or completeness of lease information provided
by others CW recommends that legal advice be obtained regarding the interpretation of lease provisions and the

contractual rights of parties

VALUATION SERViCES
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The forecasts of income and expenses are not predictions of the future Rather they are the Appraisers best opinions of

current market thinking on future income and expenses The Appraiser and CW make no warranty or representation that

these forecasts will materialize The real estate market is constantly fluctuating and changing It is not the Appraisers task

to predict or in any way warrant the conditions of future real estate market the Appraiser can only reflect what the

investment community as of the date of the Report envisages for the future in terms of rental rates expenses and

supply and demand

Unless otherwise stated in the Report the existence of potentially hazardous or toxic materials that may have been used

in the construction or maintenance of the improvements or may be located at or about the Property was not considered in

amving at the opinion of value These materials such as formaldehyde foam insulation asbestos insulation and other

potentially hazardous materials may adversely affect the value of the Property The Appraisers are not qualilied to detect

such substances CW recommends that an environmental expert be employed to determine the impact of these matters

on the opinion of value

Unless otherwise stated in the Report compliance with the requirements of the Americans with Disabilities Act of 1990

ADA has not been considered in arriving at the opinion of value Failure to comply with the requirements of the ADA may

adversely affect the value of the Property CW recommends that an expert in this field be employed to determine the

compliance of the Property with the requirements of the ADA and the impact of these matters on the opinion of value

If the Report is submitted to lender or investor with the prior approval of CW such party should consider this Report as

only one factor together with its independent investment considerations and underwriting criteria in its overall investment

decision Such lender or investor is specifically cautioned to understand all Extraordinary Assumptions and Hypothetical

Conditions and the Assumptions and Limiting Conditions incorporated in this Report

In the event of claim against CW or its affiliates or their respective officers or employees or the Appraisers in

connection with or in any way relating to this Report or this engagement the maximum damages recoverable shall be the

amount of the monies actually collected by CW or its affiliates for this Report and under no circumstances shall any

claim for consequential damages be made

If the Report is referred to or included in any offering material or prospectus the Report shall be deemed referred to or

included for informational purposes only and CW its employees and the Appraiser have no liability
to such recipients

CW disclaims any and all
liability to any party other than the party that retained CW to prepare the Report

Any estimate of insurable value if included within the agreed upon scope of work and presented within this report is

based upon figures derived from national cost estimating service and is developed consistent with industry practices

However actual local and regional construction costs may vary significantly from our estimate and individual insurance

policies and underwriters have varied specifications exclusions and non-insurable items As such we strongly

recommend that the Client obtain estimates from professionals experienced in establishing insurance coverage for

replacing any structure This analysis should not be relied upon to determine insurance coverage Furthermore we make

no warranties regarding the accuracy of this estimate

By use of this Report each party that uses this Report agrees to be bound by all of the Assumptions and Limiting

Conditions Hypothetical Conditions and Extraordinary Assumptions stated herein

VALUATION SERVICES
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CERTIFICATION OF APPRAISAL
We certify that to the best of our knowledge and belief

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

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

We have no present or prospective interest in the property that is the subject of this report and no personal interest with

respect to the parties involved

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

assignment

Our engagement in this assignment was not contingent upon developing or reporting predetermined results

Our compensation for completing this assignment is not contingent upon the development or reporting of predetermined
value or direction in value that favors the cause of the client the amount of the value opinion the attainment of

stipulated result or the occurrence of subsequent event directly related to the intended use of this appraisal

The reported analyses opinions and conclusions were developed and this report has been prepared in conformity with

the requirements of the Code of Professional Ethics Standards of Professional Appraisal Practice of the Appraisal
Institute which include the Uniform Standards of Professional Appraisal Practice

The use of this report is subject to the requirements of the Appraisal Institute relating to review by its duly authorized
representatives

Neal Eaton MAI MRICS did make personal inspection of the property that is the subject of this report Steven
Halbert J.D MAI MRICS did not make personal inspection of the property that is the subject of this report

No one provided significant real property appraisal assistance to the persons signing this report

As of the date of this report Steven Halbert J.D MAI MRICS and Neal Eaton MAI MRICS have completed the

continuing education program of the Appraisal Institute

Steven Halbert J.D MAI MRICS

Senior Director

DC Certified General Appraiser

License No GA 10262

steve.halbert@cushwake.com

202 739-0869 Office Direct

202 223-8963 Fax

Steven Halbert

J.D MAI MRICS

Neal Eaton MAI MRICS

Senior Director

MD Certified General Appraiser

License No 456

neal.eaton@cushwake.com

202 739-0867 Office Direct

202 223-8963 Fax

Digiully sgiw by Slswn H..n ID. MM MACS
DI cSsswn Ht ID. MM CSoCuihman

Wakad oW iigD.C ouS.nöor Dlrctercvthwcc
Da1 2.23 5125 -OCO
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CLIENT SATISFACTION SURVEY
As part of our new quality monitoring campaign attached is short survey pertaining to this appraisal report and
the service that you received Would you please take few minutes to complete the survey to help us identify the

things you liked and did not like

Each of your responses will be catalogued and reviewed by members of our national Quality Control Committee
and appropriate actions will be taken where necessary Your feedback is ciltical to our effort to continuously
improve our service to you and is sincerely appreciated

To access the questionnaire please click on the link here

htto//w$uryrnonkeycofsx 2bZtJxclDl ilDWi6n 2fswhl KQ 3d 3dc09-26001-9944-j

The survey is hosted by Surveymonkey.com an experienced survey software provider Alternatively simply print

out the survey attached in the Addenda of this report and fax it to 716 852-0890

Given the scope and complexity of the assignment please rate the development of the appraisal relative to the

adequacy and relevance of the data the appropriateness of the techniques used and the reasonableness of the

analyses opinions and condusions

Excellent

Good

Average

Below Average

Poor

Comments

Please rate the appraisal report on clarity attention to detail and the extent to which it was presentable to your
internal/external users without revisions

Excellent

Good

Average

Below Average

Poor

Comments

VALUATION SERViCES
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The appraiser communicated
effectively by listening to your concerns showed sense of urgency in

responding and provided convincing support of his/her conclusions

Not Applicable Excellent

Good

Average

Below Average

Poor

Comments

The report was on time as agreed or was received within an acceptable time frame if unforeseen factors

occurred after the engagement

Yes

No

Please rate your overall satisfaction relative to cost timing and quality

Excellent

Good

Average

Below Average

Poor

Comments_______________________

Any additional comments or suggestions

VALUATION SERVICES
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Would YOU like representative of Cushman Wakefields National Quality Control Committee to contact you

Yes

No

Your Name

Your Telephone Number

Contact Information Scott Schafer

Managing Director National Quality Control

716 852-7500 ext 121

VALUATION SERVICES
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CUSHMAN
WAKIFIELD

Cta.us W-i--f ii4atiD.C kic
1717 Pawi.j Aws $s 510V.n D.C 30005

202.730.1111

207.2235053 rat

SeccL CoMuiTTu THI Roao or Dc1os DvvILoPvuns bc MID
c/c Mr Kevin Roonsy

I-IEENAN BLAIKIE

POBoxlO5

Royal Bank Plaza-South Tower

Su 2600

Toronto Ontario M5J 2J4

Canada

Re cwls Macs Track Land

7300 Macs Track Road

Bawl Prince G.ctss County MI 20710

Dear Mr Roonsy

Thank you for requesting our proposal for appraisal services This proposal Istlar wth become upon your

acceptance our Istlar of engagement to provid the services outlined hiram

PROBLIM INTlFlCATION

TMM$ OP tNoAoIMmrr

The Parss This Ar.ement

kdsnd.d Use

intended

Typ of OpMisn and gkis
Appraised

Dstss Of Valui

The undersigned Cushman AIeed afkatsd company and

SPcLL COii.viiu OP Thi BOA OP DmlcTon$ or MI

DEvIL0PMIWTS inc laD herein times referred to as

Client

The appraisal will be prepared for the Special ConwvIbse of the

Board of Directors of MID and is intended only for ita specified

use Th report Ii intended for no other users

Board management andyls

Mar$cot vie of the Ltrtd Pes hit

Date of 3nion

$uWsct of the Aselgiwesat and The prop$y to be appraiesd is kviom as the Bcwl Rac
Relevant Charaststistles Track Land 162 acre paloel Iccatsd In Bowls MO

The assignment is based upon th folkming assignment

condWoor 5upsmerei Siderde

EdreontIny Asaur$oee-Nons edsd
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II ANflCPATD COP OF WORIC

U$PAP CompUan. The uniersigned Cushrnwi k.fl.kl alfihated company
anWor dseignd ahsls or subsidiary herein at tnss

CW wil develop an praisaI accordance with USPAP
th CodS 0f ethics and Csrktlcabon Stendards of the Appraisal

Instiile
and applicable Suppismental Standards

G.neral Scop of Work Profisrty nspscfion to the extent necessary to adequately

lythreal estate

Reserdn relevant market data in terms of quankty quality

and geograpkic comparabty to the extent necessary to

ble pppsal

Con$der develop those approsthss relevant and

apcakls to the appraisal problem Dased on our

dssctiion with th Ciisnt we anacipaSs developing Ins

vaahan appresthes

Sales Comparison Ap

tin IPOTING AltO DISC L0$UD

Stop of Work Disclosure The acbjl Scope of dc wili be reported within the r.port

R.pordng option The appialsal will be comnunicMsd in R.sided Use report

$7000 perells upon deiary of the draft report AM kwoicss

are due upon recst Tine Cknt sinai be soisiy responsible for

CWs ss dsmst of this obligabon is made by Ins

to this srsemsr by an authorized

AddN.nel Expenses Fee quoted Is kiduthe of .xp.nses related to the pcspaabon

oftherepot

retainer of 50% is required ter this assignment in order to

commsnc wo
The final reports wil be divsed in electronic format

start Dais The
appaisal_pioc.ss

will initiati upon receipt of signed

agrssmei$ apcabl rsti.r and In receipt of tins property

apk dM

M.eptesr.s Dais Tb propmi is ubjs to wiIndrI it Ins engagement litter

is not onsutad by Pie Client within four businses ds
thin 14 business days of receipt of signed litter of

sngagammnt and tin sp.dkd rulinir

CIt Is Ageet Tb Idsrity of the Client intended users or intended use th

dais of vus type of valirs or interest appraisert or property

appraisedlcamnat be chsngsd without new aseme.t
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Conflicte of Inlsrest CW adheres to stvict kiWmal con$ict of interest policy If we
discover in the prspwalion of our apawaisal conSct with tils

assi9nmnt we rsssrs the rgM to withaw from thewo
Fwthe Conditions of Engagaewat The Conditions of Enpgemsnt athsd hereto are

mcorporIsd herein and ar pat of this Isttsr of .ngagsmsnt

Thank you culing on us to nder theas services and we ioo foiward to working with you

Sincerely

CU1NN KLPIELD OF WAHP4GTON s.CINC

Steven HalbertJLA W4...DLou-Sss4otOVec%o

MAI MRICS
Stevan Ilath.d J.D MA MRtCS
Snior DWc$or

AGRUD
CLI1N
$PCIM COTU OF THI BOARD OP DIRCTO$ OF MI DIVtLOPMINT$ INC MID

By -_ Date

1is rmam cixof the Board of Directors of MID

E-rneil MdrssPhons Fax No.
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We have aW.ady r.csEv.d lb inIormaon ns.dsd
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The CIsr aid any kMndsd Users idsn4lsd her.ii should axisidsr the praissl se only on tador kigsthsr wlh its

indspendsv invensnt conidsra.ons and
unds.wiIhng

ulleris in 41 overa4 ssbasnl decision The appraisal cannot

be used by any pefly or for any p.sposs other than sp.cill.d this .ngspsmsr Isllsr

Federal bsnldnq rous r.Vs banks and siwngi and loan aocsiais lo employ apprassri ire FRREA
comerg pp must be used connection wi mofigep k.is or other flnseons NwoMng isdsraIy regulated

lending Niecra including mosve bsnksrs/b4obsns B.caas of that r.quiwmsnt his apprai ii ordered

iidspsnienl of Inaicisl liatNulon or agent may ld be aocsptsd by federally riInandal Nisution The
açpraesl WI be prepared in accudeice with his Uniorm $SaidWIs of esiani Appraisal Practios of The Appraisal
Foundedon his Standards of esionel Practice lid the Cods 0$ Ethics of his Appraisal InutiMs

The appraisal report wit be subpld to ow standard A$4anptions end Limiting Coons which WI be Nioorpratsd into

the appraisal users of the appraisal report we sedca.y aisloned to uncsWid any Eacrdlnsry Assumptions
and lypocal Conditions which may be employed by his appcaiw aid iicuporatsd into the appraisal

The appraisal report or our nsme may not be used any otisring memorands or char iwsalmsrd material without the

poor wnlllari consent of CW wild may be given the sole cliscion 0$ CW My wdi consist it geren shat be

conditioned upon our receipt of an idsnini%can ag.ein.va from p.iy sa.sfedsry to us and in lom authsf.ctoiy to

us Fttarmers Chest a.ss to pay the fees 0$ Cts Isgel courni for his review of the material which the siect
of is rec-- omsent it the appraisal is referred or induded in any osiq materiel or rospsdeis the appraisal

shad be deemed referred to indudad for irdonnstiopal purposes only and CIW 41 employees and the appraiser have

no habitty to such recipisrU C4W disclaims any and alt habisy to any party other then Vie party ich retained CW to

prap his appraisal

In Pie event the Client provides copy of this
appraiaI to or permits reisnce thereon by any person or sully not an

ideralted $ntsnded Uw at the time 0$ the assignmert and aralionized by CW in writing to use or rely thereon Chest

hereby apses to indsnwiity and hold CW Is aflihatss arid his rsspes slarelioldsrs directors olcers aid

employees harmless k.o and against at damages pxp.nsss claims and costs kiduding attorneys fee Nicuvrd in

inveadig and defending any dden arising from or in any way connected to the use of or radenos upon the appraisal

by any such unsulionzed person or entity

The balance of the fee for Vie appraisal wit be due upon delivery of the report Payment of the foe is not contiing.nt on

the apprised vakie outcome of the coosultelion r.pcrtak.n doingorany other prearranged condlion Mdltional

fees WI be charged on an houly basis for any work which riceeds his scope ci hue proposal including performing

additional vsustion scenenos additional rsesarcu and conference caPs or rnssdugs witi any party which exceed the

time allolled by CIW for an asaigiviarut of this njre If we we requested to atop working on Vile assignvneuit for any

reason prior to out completion of hi appraisal CW WI be auhued to his Client for the time espended to date at

CWs hourly rates for his persormel iwoived

If CIW or any of its ahlhatu or any ci hair rsep.di employees receives subyicens or other judlcld command to

produce documents or to prIde leadmony kwolvkig Pile assignment in comedian with lawsuit or p.oding CIW
wit use reasonable stiods to

notify
the Client of our rscejt ci saws However it CIW or of 41 alUdel we not

party to these proceedings Chest apses to compsnlals CIW or its aihlats for his professional iws aid reimburse

CIW or its for the actia senes Vial it house hi responding to arty such au$eena or judicial commend

including attorneys fees if any as they as inoued CIW or Its JII.ts wit be cvmpensatsd at Pie then prevading

hourly rates 0$ his personnel responding to Pus subposfls or command for Issitnony

By signing his agreement Chard .irpreasly apses Vial it sole and exdusivs nameuly for any aid at tosses or damages

relating to his agreement or the appraisal shah be Smiled to his amortut of the appraisal foe paid by Pus Chit In his

event that the Cbunt or arty other party sullied to do so maPes claim spinal CIW or any 0141 Vlan or any of

their reepeadwe oloers or employees in connection with ciii arty wey rs$ilap to Pie engagement or hue appraisal hue

rnexlinurw damages recoverable from CIW or any of Es or hush respsdirs oess or .nuployees shall be hue

amount of his rosniss actoslly oodsd by CIW or any 0$ its afthlatas for Vile aasipumar and under no circumalsnoa

shah
arty

dish for consequsidel damages be made

It is adunowledged huM any opinions and conclualons tprsieed by his prisesioneli of CIW Ci its alhlatss during this

assignment we repra.Matoas made as employees aid not hiats CIWs or allahs reepamibuhty is

limited to tile CIsnh aid use ci our piodud by third pares shall be solely at the flab 0$ the Chard andlat third paWs

10 Ths foss and eenses shah be due CIW as agreed Vile leder If it becoross neoweay is place oslhsclsn of his fees

and sxpsnsee due CIW In Vie hands of colisadon $gsat anWsr an attorney wh em riot legal action Is lied

Chard agrees to pay at less arid expenses hiduding attwnsys foes incurred by CIW in ceumsadon WIt his colisadon or

cem1 thwe
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PROFESSIONAL QuALIFIcATIoNs

Steven Halbert J.D MA MRICS
Senior Direclo Valuation Advisoy Seruices

Mr Halbert entered the real estate business in 1978 as an investor syndicator

Employed concurrently
in 1981 and 1982 as faculty associate at Arizona State University

Tempe AZ and from 1981 to 1987 as corporate counsel of James Stewart Company Phoenix
AZ

Employed from 1987 to 1990 as Vice President of Western Savings Loan Phoenix AZ
Employed during 1990 as Asset Specialist of the Resolution Trust Corporation eventually
absorbed by FDIC Phoenix AZ
Employed 1990 to 1991 as Senior Vice President of Cimarron Federal Savings Loan
Muskogee OK
Employed from April 1991 to August 1992 as Senior Appraiser of Ralph Brekan

Associates Scottsdale AZ
From 1992 to the present employed with Cushman Wakefield Inc as Senior Director in

Valuation Advisory Services

Expe
Actively involved in the

analysis and appraisal of commercial real estate since 1978

National experience analyzing wide
variety of property types including office buildings

shopping centers apartment buildings regional malls hospitality industrial and mixed-use

projects

Experience includes evaluation for mortgage origination asset managing and reporting

condemnations tax assessment appeals acquisition disposition and marketing

Most recent experience involves analysis of Metropolitan Washington office buildings ranging
from trophy assets to Class redevelopment opportunities from institutional office buildings

to major mixed-use developments

The primary market area of concentration is Washingtons CBD where over 400 office

buildings have been appraised

Notable office
building assignments except as noted all in DC indude the following

The Warner National Press Building

1299 Pennsylvania Aye NW 529 14th St NW
Washington Harbour Franklin Square

3000-3O5OKStNW 1301 KStNW
LEnfant Plaza Lincoln Square

470-490 955 LEnfant Plaza SW llSt NW
1001 Pennsylvania Aye NW 2099 Pennsylvania Aye NW
The Executive Tower Investment Building

1399 NewYorkAveNW 1501 KStNW
The Washington Building U.S Chamber of Commerce

1440 New York Aye NW 1615 St NW



The Portals

1201 1250 Maryland Ave 409 12th St SW
1700 KStNW
Southeast Federal Center

1200 New
Jersey Aye SE

Southern Railway Building

1500 St NW
Independence Square Two
NASA Headquarters

300 St SW
US Coast Guard Headquarters

2100 St SW
Terrell Place

St NW
Potomac Center North South

50055012th5tSW

1875 Pennsylvania Aye NW
I8O1KStNW
The Bond Building

1400 New York Aye NW
Station Place II III

100 St 600 St 700 2nd St NE
One Metro Center

701 13th St NW

The Homer Building

601 13th St NW
6OIKStNW
Union Station

40 Massachusetts Aye NE
USX Headquarters

600 Grant St Pittsburgh PA

Independence Square One

0CC Headquarters

250 EStSW
International Square

1825 1875 Eye St 1850 St NW
Metro Center

700l3thStNW

PBGC Headquarters

1200KStNW
1999 Pennsylvania Aye NW
1701 Pennsylvania Aye NW
Newseuni

555 Pennsylvania Aye NW
Lafayette Tower

801 17th St NW
Watergate Office Building

2600
Virginia Aye NW

Education

Bachelor of Arts cum laude Economics English German 1975

Brigham Young University Provo Utah

Juris Doctor cia laude Law 1978

Brigham Young University Provo Utah

Apptaisal Education

Extensive coursework beyond the Appraisal Institute requirements for the MAI designation

Certified in the Appraisals Institutes voluntary program of continuing education for its

designated members

Mcmbezships Licensea and Prokaaional Affihitions

Appraisal Institute Designation MAI 95342
Metropolitan Washington D.C Chapter

Member Royal Institution of Chartered Surveyors MRICS Designation 1228422
Certified General Real Estate Appraiser

4001 001971 Virginia

10252 Maryland

GA 10262 District of Columbia



PROFESSIONAL JALIFICAT1oNS

Neal Eaton MA
Diiaor Wasbi D.C Vaisiathi Serczs dusory Gittq

Director Cushman Wakefield Inc November2003 to Present

Senior Appraiser uishman Wakefield of Washington D.C Inc Washington D.C
Valuation Advisor Services full service real estate organization specializing in

appraisal and
consultation April 1998 to November 2003

Collateral Analyst Federal Home Loan Mortgage Corporation Freddie Mac McLean Virginia
Risk Management Department Multi-FamilyDivision October 1995 to April 1998
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Chapter 11 of Title 11 of the US Bankruptcy Code in the United States Bankruptcy Court of the

District of Delaware On April 20 2009 the bankruptcy court granted final approval authorizing

debtors to enter into debtor In possession financing facility from subsidiary of MID the

majority shareholder of MEC The terms of the financing contemplated that substantially alt of

MECs assets be sold through an auction process and MEC use the proceeds from asset sales to

repay creditors financial advisor and investment banker conducted marketing and sale process

for MECs assets No purchaser for XpressBets business was identified and no sate of the

Company took place On February 18 2010 MiD announced that MEC had filed the plan and

disclosure statement in connection with the MEC Chapter 11 proceedings which provided for

among other things the remaining assets of MEC after certain asset sales be transferred to MID

including XpressBet On April 26 2010 MiD announced that the Plan was confirmed by order of

the Court and on April 30 2010 the closing conditions of the Plan were satisfied or waived and

the Plan became effective following the close of business on April 30 2010 The transferred assets

were exchanged for variety of payments and assets under the Plan

MiD requires the fair value of the intangible assets of XpressBet be determined to assist It in

applying the accounting provisions of the Statement of FinanoalAaowatingSwndawls No 141R ASC

805 Bvsiness Combinations SPAS 141W which establishes standards for the recognition

measurement and disclosure of business combinations According to SPAS 141R the acquirer

shall recognize as of the acquisition date the Identifiable assets acquired and liabilities assumed in

any noncontrolling interest in an acquiree i.e Xptess8et at their acquisition date Sir values An
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intangible asset is identified if it meets one of either two crIteria it is separable that is capable

of being separated or divided from the entity and sold transferred licensed rented or exchanged

either individually or together with related contract Identifiable asset or liability regardless of

whether the entity intends to do so or ii if it arises from contractual or other legal rights

regardless of whether those Tights are transferable or separable from the entity or from other rights

and obligations Goodwill is an asset representing the future economic benefits arising from other

assets acquired in business combination that are not individually identifiable arid separately

recognized

SFAS 141R defines lair value to be the price that would be received to sell an asset or paid to

transfrr liability in an orderly transaction between market participants at the measurement date

Scope of Work

Based on he above objectives and information the scope of the engagement included

interviews and discussions with key management personnel at XpresaBet Including its

PreMdent Controller Vice President of Marketing and Managing Director of the

Companys uursourced IT and web applications solutions provider concerning the

Company its historic operations identifiable assets and future trends and prospects for

growth as of the valuation date

review of unaudited audited financial Information was nor available XpressBet financial

statements for the fiscal years ending 2005 through 2009 and the four month period ended
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April 30 2010 in the case of Statement of Operations and the historic balance sheets as at

December 31 2008 December 31 2009 and April 30 2010 The results of GlobaL

Wagering Solutions LW 0GWSa proviçler of domestic and international simulcasting

and wagering solutions were combined with Xpressliet OWS rewnues and EBITDA were

less than 1% of the amounts of the combined operations

confidentiaL information memoranda dated April 2009 prepared for infbrmationai

purposes to prospective investors lenders and buyers considering an interest in XpressBet

Departmental Finance Packages of XpressBet dated December 2009 and April 2010 that

provided unaudired financial information summarizing handle customer information and

other operational statistics for fiscals 2008 and 2009 and the our month period ended

April 30 2010

selected publicly avaiLable Information on Magna Entertainment Corp rMEcl MiD the

ADW industry and Xpressbers competitors including TwinSpires YouBet and TVC

descriptions of and Information on XpressBets software the estimated effort develop

the wagering web and customer manager and support software products and related

obsolescence tors

stock market-based information on XpressBets market participants in the gaming industry

as well as market results for stocks bonds bills and inflation as reported by Morningstar In

the Ibbotson SBBI 2010 Valuation Yearbook
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licensing royalty information summarized and provided by ktMINE an intellectual

property database that provides royalty rate inftwmation km trademark and software

intangibles

valuation analysis of die selected intangible assets of Xpressflet considering the income

cost arid market approaches as applicable

such other information documentation analyses and discussions that were considered

relevant in the circumstances and

preparation of this narrative report presenting the value estimates and indications the

rntthcdologles employed and assumptions utilized in the analysis

lrior to the issuance of this valuation conclusion draft of the valuation report and exhibits was

rtviewecl with you and XpressBer management and it is understood that you are satisfied with the

valuation analysis noted herein
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Conclusion

Based on the analysis performed the fair value rounded of XpressBers idenritied intangible

assets listed below as of April 30 2010 as expressed in U.S dollars is estimated to be as follows

ASSET VALUE ROUNDED

Customer InrangLbk Exhibit US$5.1 million

rademark intangible Exhibit 4.1 million

Software intangible -- Exhibit 9.0 mdhoii

The fiiir value analysis and valuation conclusions were based on historical and prospective

information and financial data by MiD and XpressBet Ott Assoc has nor

independently investigated or otherwise verified the data provided and does not express an

oimion oIler any form of assurance regarding the accuracy or completeness of the prospective

information It is understood that any prospective financial information provided is based on

expectatiofls of competitive and economic environments as they may impact the future operations

of the Ccmpany and that management of MiD and XpressBet have consistently applied key

assumptions during the estimation period and has not omitted any factors that may be relevant

In addition the Company and MID understand that any such omissions or misstatements may

materially affect the valuation analysis arid conclusion
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Ott Assoc reserves the right without any obligation to make revisions to this memorandum

rid cakukitions contained herein should it become aware of facts existing at the valuation date

which were nor known as at the date of this report This report is also subject to the hmiring

condriuns that appear at the end of this document

If you have any questions about the attached analysis or report please do not hesitate to contact

Best regards

Ip

ji

Peter Ott OA CBV

905 471-3145

End
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XpressBet Overview

Xpresshet including OWS is leading horse racing advanced deposit wagering ADWY service

provider with customers in the United States and Europe it offers pari-mutuel1 wagering on

thoroughbred quaner horse and harness racing events either online or by telephone It is

headquartered in Washington Pennsylvania and is currently licensed as muttijurisdictional

wagering hub in Oregon With access to some racerracks hroughout North America Europe

South Africa Australia and Dubai XpressBet through its technology enables experienced and

novice cusomers to wager on events Wagers are delivered electronically and co-mingled with host

track pools and winning wagers ate paid in full track odds Exotic wagers such as Trifecta

Superfecta Pick Pick Pick and Pick are also offered

At April 30 2010 Xpresshet empkiyed 81 people most of who were employed in call centre and

customer service teller and information technology roles In addition to accepting wagers

XpressBet offers real-time information services such as live racing streams current track

conditions race updates current odds and pool totals With an estimated 14% market share

among the major providers management indicates that XpressBer is one of the four largest

ADW is form ol wagering in which individuals deposit money into an account with an entity authorized to

conduct wagering then uses the aecounr funds to pay for wagers made in person by telephone or through

eornmuntcamion by other electronic means ADW customers are not allowed to wager more than the pretunded

amount

Pari-rnumel wagerIng is type of wager which players bet against each other rather than against the Irnuse

Ac such the odds for each wager are cakuhied using the total pari1nLniel pool The larger the poo the more

atiracuve the bet becomes for handicapper pati.muruel better because chances are bigger pools have more

accurate reflection of acwal odds
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racing wagering service providers in the U.S At April 30 2010 the Company had approximately

14700 active customers defined as accounts where at least one wager was placed in the last 12

months These accounts are categorized into VIP and non-ViP groupings depending upon assets

wagered The VIP program is bonus program for account holders who wager 8O00 or more per

month for three coI.lsecutive months or wager $9ô000 in single year i.e Xpresshets most

valuable customers As VII member players have dedicated account managers receive wagering

discounts snd earn ponr that can later be redeemed mr every dollar wagered no queue phone

response and certain no fee services

The Company has developed marketing programs centered on new customer acquisition

customer retention and customer winbacks Although XpressBets growth has slowed somewhat in

recent months the Company has strong ADW market position and has been considered to he

the fastest growing national online AD\X provider in the U.S The Company has been consistently

profitable

Over the last six years
the Company has developed through an IT contract service provider

technology platform that provides customized product offerings ii an improved Web offering

and overall user experience iii muki.language and rnulticurrency capabilities iv strong security

and fraud controls the capability to diversif and scale into other online sports betting

activifles vi wireless solutions that provide the ability to place on track wagers from the Xpressf3et

account using mobile devices such as Blackberry

Peter Ott Associates inc
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Industry Overview

XpressBet accepts pari-mutuel wagering from customers residing in certain States to establish and

fund an account from which they may place wagers via telephone mobile device or through the

Internet at xpresshet.com XpressBet also offers its customers Strearrung video of live horse races

along with race replays and an assortment of racing and handicapping inkrmation Industry

studies have indicated that A.DW is the fastest-growing segment of the pari-muruet wagering

business

Ilorse racing was once one of the most popular leisure activities however its popularity began to

wane in the 1960s as public interest in other sports and other forms of gaming began to grow with

the rise of television National anendance at racetracks declined in 1967 for the first lime since

World War II and other sports most notably baseball were able to capitalize on Vs ability to

reach fans and generate interest in the sport through commentary By the early 1970s racing was

struggling to compete with the appeal that other sporus such as football and baseball had been

able to generate To respond the racing industry began to focus on growing its handle base

through operational expansion In 1970 and 1973 New York and Connecticut respectively

passed legislation that allowed bets to be placed without the bettor actually being physically present

at the host racing track This legislative movement eventually led to the creation of New York Off

Track Bertig Company NYCOTB In 1978 the Interstate Horse Racing Act was passed into law

that allowed off-track wagering seMces to customers within that particular State and also allowed
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ncing signals to be sent to other Staies As long as oil-track wagering was also legal in the State

where the bets were being placed customers in that State could also place wagers on those

respective races Throughout the 1990s the racing industry began to realize the opportunity to

capitalize on the ability to expand its customer base through allowing customers in other States to

place Inter-State wagers In 1997 the National Thoroughbred Racing Association NTRA was

formed to he the single voice of the racing industry and to advocate for the opening up of key

markets and off-track betting began to eXpand to other States and today off-track betting drives the

mnajonty of the parimutuel wagering activity Both interstate and intrastate simulcast networks

link together tracks and allow for horserace broadcasts to reach larger audience than on-track

wagering Tracks import outside racing signals that allow them to diversit their race schedule

without actually hosting the race or export their signal allowing them to reach additional markets

In 2000 the United States Congress amended the interstate Hork Racing Act of 1978 to ciari the

legalir of wagering across State lines by telephone or other eiectronic media and the ccmingling

of par-rnutuel wagering pools Late in 2006 Congress also passed the Unlawful Interncr Gambling

Enforccmem Act of 2006 to maintain the status quo with respect to wagering activities covered

under the lnterswre orse Racing Act This Act specifically excluded from the definition of unlawful

Internet gambling any activity that is allowed under the interstate Horse Racing Act of 1978 The

Preiuudy the Federal Irites State Wire Act of 1961 had ptevenred this

Xprest management indicates that alter number ot ckIerrats the ULGEA provisions came into force in the

summer ol 2010 Immediately issues arose with the processing of some credit catd tiamsactions for wsgenng

acrtvtue that were speciiically permitted under the act that had negative impact on handle processed and

revenues The irnpaci ol this change was considered to be of onetirne nature and was not expected have

long-term negative impact on the Lomparrys cash flows or growth oppcrruntries

Peter Ott Associates Inc
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share of the total L.S thoroughbred pari-niutud racing industry handle amThuted to remote

wagering has increased from 15% in 1986 to 88% in 2006

By the end of 2007 parimutue1 wagering was authorized in 43 States in the U.S Puerto Rico all

Provinces in Canada and ipproximately 6.5 other countries around the world The North

American pari-mutud market for all forms of pari-inuruel wagering has been estimated to be

approximately $i9 billion in 2006 down from approximately $20 billion in 2000 This decline is

attributed primarily to competition from other gaming activities such as casinos lotteries and

on-hrie gambling and ii other forms oI individual and family entertainment such as movies

restaurants and the Internet

According to the Jockey Club which is the l.reed registry for all thoroughbred horses in North

America1 total US handle on thoroughbred racing the most popular type of horse racing was

estimated to he approximately $12.3 billion in 2009 of which 89% represented wagers made away

from the host track such as at OTBs other tracks or via Internet and telephone wagering The

AD\X/ segment has outpaced overall pari-inuruel industry growth in recent years and the largest

volume oIADW wagers in the US were processed through the licence as multi-jurisdictional ADW

vagenng hubs

The horse racing industry is subject to seasonal iluctuations in demand associated with
racing

schedules The first and fourth quarters of the calendar year traditionally comprise the weakest

seasons for pan-muted wagering As result of inclement weather during the winter months
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number of racerracks do not operate and those that do operate often experience missing race days

This adversely affects the amount wagered and the corresponding service revenues

Horse racing remains highly regulated industry in the US where individual States control the

operations of racetracks located withn the respective jurisdictions with the intent of among other

things protecting the public from unfair and illegal gambling practices generating va revenue

licensing racerracks and operators and preventing organized crime from being involvel in the

industry Although the specific form may vary States that regulate horse racing generally do so

through horse racing commission or other gambling regulatory authority Horse owners trainers

okey di tver ctewirds iudgts and hakrretch perconnd ire all subjer to licenin

governmental authorities State regulation of horse races extends to virtually every aspect
of racing

and usually extends to details such as the presence and placement of specific race officials

including timers placing judges starters and patrol judges Some State laws require that an ADW

business have an agreement in place with the race track located in Stare before it can accept

wagers from residents of that State For example California requires that an ADW business must

have an agreement with racetrack in California as condition ot accepting wagers from residents

of Cai.iiorn
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Competition

XprcssBet faces competition for both customer and racing content from other AlY service

providers .uch as Youbet acquired by Churchill Downs in 2010 for $137 millionTVO acquired

by Berfair for $50 million in January 2009 and TwinSpires also owned by Churchill Downs as

well as several regional ADW prov.ders XpressBet also competes with online gaming sites and

other non-U.S.-based gaming webites

Youbet

In its 2009 financia statements Youbet reported ADW segment revenues of $90.7 million and

income from opetations of $7.6 miflion Youbets total assets from its ADW segment were $34.3

million Between January 2004 and December 31 2009 Youbet indicates that it has processed

over $3.1 billion in wagers targeting the horse racing enthusiast through variety of media

channek coninng pi innrily of onhne markerirna and search engine opumizrion supported

tactical
print and radio advertising and hmnd placement through track partners media and

promotions channels Youhet indicates that it has number of competitive advantages including

sophist icared data mining software detailed customer segmentation analysis based on variables

such as wagering propensities and preferences enabling it to tailor special offers contests antI

promotions to specific customer segments and ii scalable technology infrastrucntre and

automated and telephonic wagering platform providing significant operating leverage Youber

indicates that typically they operate at less than 33% of system capacity ensuring that significantly

greater wagering volumes can be processed at low incremental cost Youhet has indicated that it
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intends to build on the strength of its brand by developing highqualiry wagering products ii

seeking access to both domestic and international conrent for customers ro view and wager on

currently less than 5% of its handle is derived from races outside North America iii expanding

its geographic jresericc to leverage its technology platform and diversify its revenue streams

content and custo net base and iv assisting and supporting track operators interested in

accepting ADW wagers Youbcr spends between $4.2 million and $4.5 million on research and

development aonuall/

TVG

TVG
accepts wagers from customers in 16 states and runs 24 hour national horseracing channel

broadcast ever cable and satellite In January 2009 Betthir Group Ltd gaming company based

in the United Kingdom purchased TVG Betfair indicates that it is the largest online sports

betting operator in Europe with 2009 revenues of approximately $470 million and EPdTDA of

$J50 mifliotv Betfair says it processes more than million transactions day from million

registered customers generating rev2nue trom sports betting1 online casino and poker games

News sources report that Betfair is moving closer to London IPO listing in September 2010 that

would value the firm at approximately $24 billion

TwinSpires

Doing business as TwinSpire Churchill Downs Technology Initiatives Company accepts pan

mutuel wagering via telephone mobile device or through the internet and offers customers

streaming video of live horse races along with race replays and an assortment racing
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handicapping information It also oilers all of its customers the ability to automatically qualify for

award programs The company is headquartered in Mountain View California and was launched

in May 2007 In hine 2007 TwinSpires purchased ATAB ADW and BRIS to develop full

service ADW business under single brand The company accepts wagers in the State of Oregon

where it operates wider multijurisdictional simulcasting and interactive wagering totalisator

licence issued by the Oregon Racing Commission It also holds ADW licences in other States

including California Illinois Idaho Maryland Virginia and Washington TwinSpires also owns

an information service data business that sells handicapping and pedigree information to wagering

customers and horsemen in the industry service that competes with companies such as

Equibase and the Daily Racing Form TwinSpires indicates that this information provides

competitive advantage as they are able to provide more promotional products to ADW customers

TwinSpires reported revenues in 2009 the online business segment of Churchill Downs of $70.9

million an increase torn $54 million in 2008 and EBITDA of $13.9 million for 2009 versus $6.4

million in 2008

Horse racing and related activities are similar to other leisure activities in that they represent

discretionary expenditures likely to decline during economic downturns The industry is highly

competitive with large number of participants It also faces competition from variety of other

sources for discretionary consumer spending including spectator sports and other entertainment

arid gaming options Competitive gaming activities include traditional and Native American

casinos video lottery terminals Statesponsored lotteries and other forms of legalized gaming in
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the kJ.S and other jurisdictions While web-based gaming and wagering is growing rapidly

competition is expected to continue to grow because of the ease of entt to the industry

Peter Ott Associates Inc
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XpressBets Management Team

XpressBers senior leadership management team is eonsidered to be very experienced possessing

decades of background and knowledge in the AUW industry Its members include

Table XpressBers Management Team

Employee Name Role Irevious Roles

Ron Luniewski lreident President Youber corn

hif Executive Officer You betcom

Jeff Franklin Corporate Strategy Preidcnr Online Services ubet.com

and Senior Manager VI Product Manager Youbet.com

Racing Manager and Jockeys Agent

Vice Preideni Production Stone-Parkinson Oil

ompany
Elaine Matthews Managing Partner Ventures Etc LLC

Łchnology VP Tecimology Affinity Inc

Director Operations Youbet.com

Director National Operations LOS

Bcverh jochynek Director of Racetrack National Account Manager Black Box

Developmen Corporation

Ucne Chabrier Director of Dir of Customer Operations XprcssBet

Regulatory Affirs Billing Manager Autoinatic Data Processing

ustomer Srvite Manager ATT/ill of PA

lanicl Newman Controller Tra.k Controller The Meadows Racetrack

Senior Manage Ernst Young

Virginia Barefoot Manager 0f Manager Inside Sa1e Comcast

Customer raining and Development US Airways

perations Manager Service US Airways

Kerry Carl4on Vice-President VP Marketing Magna Entertainment Corp

Marketing Chief Marketing Officer West Point

Thoroughhreds Inc

XpressBets Historic Financial Results

The historic financial statements of XpressBet provide an understanding of the Companys past

performance and operating trends Adjusted unaudired financial statements for the two fiscal
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years
ended Lecember 31 2008 and December 31 2009 and the four month period ending April

30 2010 are summaied below

Table 2- Historic Adjusted Summary Balance Sheets IJS$000s
April 30 2010 December December 31

___________
2009 2008

AETS

Cash 6161 4191 4078

Accounts ReeibIe 565 678 361

Other Current 285 .266 829

TotICurrenrAs3er.c 8012 61.36 5268

hxed Aets 3061 3208 3170

Other NonCurrenr 23.926
________

2258S

11.073 3.3269 31023

LIABILITIES EQUITY

Acount tayable 3502 2821 1995

Other Current liabilIties 5896 9582 8o46

ToralCurreni Uahitiries 9398 12102 10641

Other NonCurrent liabIlities 566 2599

Toral Liabilities 9398 14968 13240

IotalEqun u1 18 301
______

173
lotal tabknes Fqturt 11 073 31 023

Sourcr XpresaBer unaudited tinancial tatemenrc Some totals may not add due to rounding

Xpressl3ers assets comprise both current and fixed assets At April 30 2010 current assets were

$8.0 million made up predominantly of cash $6 million $3.0 miRion of this was considered

excess cash to the ornpanys OperatKflS accounts receivable $06 million and other $1.3

million Fixed assets represent primarily property plant and equipment specifically computer

hardware and software leasehold improvements and machinery and equipment including

telephone equipment and sysTems Trade payahles and accrued liabilities at April 30 2010

amounted to $3.5 riillion and other current lIabilities e.g customer deposits and deferred
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income taxes totalled $5.9 million Various adjusting entries were made to eliminate inten

company receivables and payables that would offset and were no longer considered to be due

XpressI3ets primary source of revenue 89% in 2009 is account wagering either through

telephone or Internet Other revenues are earned from providing track teller and other AD\Xl

related services

Table Adjusted Summary Income Statement US$OO0s
Lrn1e 31 Drnhr Irnh 31 Dc nthr brnbu 31 Otmbir II

2010 2009 2008 2007 2005 2005

48275 4595 42.434 76592 0746 302t6

crOoJ8ki 3067 27530
________

24731 10524 17814 185311o
______________

659
___________

703 ItOSS 93

1355 15618 l1b 10 547 442 655

Op nl otis

__________
4090 5/ 335 5879 2490 4080

_________ ______ ___________ ______JLZ __________
80

io0thne he 2985 1587 449 5102 1609 2800

licwt bxc 070 1475 798 2.041 644 120

Athnet1 Ntt lncon 915 2212 1598 305 85 1680

Source XprsBets unwdred finnciaI zt Soot totals may not add du to roondmn

Between 2005 and 2009 telephone account wagering has declined from $9.3 million in 2005 to

$5.7 million per year in 2009 Internet service wagering during this period has grown by 19% p.a

from $17.5 miUton in 2005 to $35.2 million in 2009 and is projected to grow to $38.8 mdiion for

the 2010 fiscal year

During the period between 2005 and 2009
gross margins have ranged between 43.9% 2007 and

38.7% 2005 though are projected to he 36.6% for fiscal 2010 Higher off track simulcast lees and

account wagering costs have increased cost of services in 2010

Peter Ott Associates Inc



21

Expressed as percentage of revenue race track operating marketing other racetrack salaries and

wages and general and administration costs have ranged as follows

Table XpressBer Adjusted Operating Expenses asa Percentage of Revenues

Expense 2010 2000 2008 2007 2006 2005

categor ProjeCted

Ract Track 7% 5.0% 4% 6.0% 6.2%

Operating

Marketing .2 8.7 .4 7.2 4.7

Other 7.6 9.j 7.8

Racetrack

Sa1ark 2.0 3.6

General 4.1 -L3 4.5 4.0 7.6 3.7

Adrnii

mial 28.1% Q.% 20.1% 27.8% 140% 25.1%

Operating profits before depreciaton expense have ranged between 8.1% 2006 and 13.5%

2005 oí revenues tnd in 2009 was 10.4% Depreciation costs have varied between 1.9% 2008

and 34% 2005 of revenues
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Intangible Asset General Valuation Methodology

Based on discussions with XpressBet management three intangible assets were separately

identifiabk from the XpressBet acqcisirion transfer price namely customer contracts software and

trademark intangible Three different valuation approaches were considered in determining the

fair value of each asset cc cost income and market approaches \XIhile each of these approaches

was considered the nature and characteristic of the subject asset indicated the approach or

approaches that would be applicable

Cost Approach

The cost approach is based on the premise that prudent investor wouki pay no more for an asset

than Its replacement or reproduction cost The cost to replace the asset would include the cost of

constructing similar asset ci equwalent utility at prices applicable at the time of the appraisal

Ic arrive at an estimate of lair value using the cost approach the replacement cost new is

determined and reduced for depreciation of the assets In this context depreciation has three

components physical deterioration ii functional obsolescence and iii economic

obsolescence Physical deterioration is an impairment to the condition of the asset brought about

by the wear and tear disintegration use in service and/or the action of the elements

Functional obsolescence the impairment in the efficiency of the asset brought about by such

factors as over capacity inadequacy or changes in technology that affect the asset Economic

obsolescence is the impairment in the desirability of the asset arising from external forces

legislative enactment or changes in supply and demand relationships
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income Approach

The ncotne approach focuses on the incmproducing capobitiry of the asset The underlying

premise of this approach is that the value of an asset can be measured by the present worth of the

net economic henefir cash receipts less cash outlays to be received over the life of the asset The

steps Jollowed in apiying this approach include estimating the expected cash floWS attTburabe to

the asset over its lil and converting these cash flows to present value through discounrmg The

discounting process uses rate of return that accounts for the time value of money and investment

risk factors Finally the present values of the cash tiows over the life of the asset are summed to

arrive at total indication of value the asset

Market Approach

The market approact measures value based on what other purchasers in the market have paid for

assets which can be considered reasonably similar to those being analyzed When the market

approach is utilized data is collected on the jrices and muirioles paid for reasonably comparable

assets Adustments are made to the values of similar asset to compensate for differences between

reasonably similar assets and the asset being valued In the case oI equipment for example

adjustments might be made for capacity accuracy or output per unit of time Application of the

market approach results in an estimate of the price reasonably expected to be realized from the sale

of the subject asset
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Customer intangtble Valuation Analysis income Approach

Overview

Customer contracts and relationships represent portIon of Xpressl3ets total business enterprise

value and are intangible assets and have
separate and distinct value apart from the tangible and

other assets and goodwi of the Company

As disclosed previously there are three generally accepted approaches market income and cost to

value intangible assets Due to the lack of data to conduct cost and market analysis the analysis of

XpressBets customer contracts was approached using form of the income valuation

methodology namely the multi-penod excess earning valuation method Thts approach seeks

isolate the excess stream of earnings that can be attributed to the customer contract intangible

asset The approach begins with cash flow forecast for the contracts in question Once the

forecast operating earnings are calculated the returns for other enabling assets are estimated and

deducted from rhoe cash flows so that once the process is complete the only cash flows that

remain are those that are attributable to the subject asset in this case the customer intangible The

enabling asset returns are referred to as contributory asset charges and must be identified and

calculated for each enabling asset whether it is tangible or intangible see Exhibit 5.0 Exhibit .0

summarizes the results of the multi-period excess earnings calculations for XpressBets contract

intangibles
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Customer Intangible Valuation Income Approach

XpressBet customers were segregated mto two groups VIP and ii non-VIP based on the

amount of handle wagered

VIP Customers

\IP customers vage $8000 or more per month for three consecutive months or $96000 in

single year As descnbed earlier the VIP customers receive preferred services including account

management support by phone or email ii wagering credits iii free teller service iv bonus

handicapping information iv no-fee Fed-Ex delivery of withdrawal cheques no hmit

audio/visual race streaming and vi no queue phone response

XpressBet segregates
its VIP customers into sub-groups and Table provides the ViP statistics for

these subgroups
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Table 2009 VIP Statistics
_______________ _________________________________

.usrorner Total Handle VU Handle As Total Wagering Credits Ac

Average Percentage of Credits Percentage of

Total Handle Wagering

Jlandk

VIP Group up 255 22776 10.7% 157

to $96000 per

year

ViP Group up 42 .3 39% 95 1.14%

to $180000 per

year

VIP Group up QS57 4.5% 129 1.35%

to $300OcO per

year

ViP Group up Sn 2.5% 158 294%

to $600.OCO per

year

VIP group over L234 53% 46 3.07%

$600000 per year

Total 340 57318 2b.% 885

source XpressBet rIat 1111

eased on XpressBet DeprtrneniaI Finatce Pa kages dated December 31 2009 and April .30

2010 the
average active VIP customers inc reaseti froni 2Th December .31 2008 to .301 on

April 30 2010 however the average per Cap Handle decreased from $18156 per month to

$15164 per month clecitne in \IP handle has been experienced from December 2008 through

lune 2009 though levelled nfl for the balance of the year VIP handle has continued to decline in

2010 note the Kentucky Derby rhr took place on May and April 2010s results excluded the

results of this major horseracd
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Chart ViP Handle and Customers
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To indicate VIP revenues April 2010s per cap handle amount of $15164 per active VIP customer

was considered to remain constant during the forecast period The attrition of active VIP

customers was indicated based on discussions with XpressBet managcrnenr and 40% loss of

beginning period customers and 10% win back of prior ar customer losses was considered

appropriate to reflect XpressBets VIP customer attrition The attrition pattern
of the number of

\IIP customers is depicted in Chart below
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Peter Ott Associates Inc

Chart ViP Attrition Pattern
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Based on the
average handle trarsacted and the number of VIP customers VIP handle during the

forecast period was calculated This amount was multiplied by the percentage of VIP handle to

revenue dollar of L4% to determne VIP customer revenues Cost of sales for VIP customers

wet indicated based cost of sales percentage 1r 2010 This Dercentage has increased from prior

years due to higher State and other regulatory costs that are expected to he experienced by

companies in the gaming industry The gross profit margin for VIP customers was indicated to he

approximately 37% during the forecast period
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NonVLP Customers

Based on the remaining handle processed by XpressBet and the number of non-VIP customers

average per cap handle information was calculated for non-VIP customers see Chart below

Chart Non-VIP Handle and Customers
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To indicate non-VIP revenues the per cap handle amount as at April 2010 of $840 per active

customer was selected for use during the remaining forecast period The attrition of active non

VIP customers was again indicated based on discussions with XpressBet management and

somewhat slower compared to VIP customers 30% loss of beginning period customers and

10% win back of prior year customer losses was considered appropriate The number of customers

used to indicate the non-\11P customer revenue is depicted in Chart below
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Chart Non-VIP Attrition Pattern
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Racetrack Marketiig Salaries and Wages and Gen and Administration Costs

Operating expenses were based on adjusted historic cost ratios expressed as percentage of

revenues and were for both VIP and non-VIP accounts 5.4% of revenues for race track costs

fl 4.4% of ViP revenues for marketing costs includes VIP rebates and 2% of non-VIP revenues

iii 6.3% of VIP and non-VIP revenues for race track operating costs 75% of average prior period

costs are considered to be applicable to existing accounts iv 2.7% of VIP and non-VIP revenues

for salaries and wages 90% considered applicable to existing accounts 2.2% of VIP and non-

VIP revenues for general and administration 50% considered applicable to existing accounts

After applying the following costs the operating margin for existing accounts was estimated to be

Peter Ott Associates Inc
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approximately 57% of revenues for VIP customers and 18.1% of revenues for non-VIP

customers these raPos were considered appropriate by XpressBet management

Lacome Taxes

Income tax expense was estimated using XpressBets effective tax rate of 40% which reflects the

Companys combined Federal and State tax rates

Balance Sheet Assumptions

Balance sheet assumptions are used to calculate charges for the use of contributory assets

applicabte to Xpresshers contributory assets discussed betow

Debt-free Net Working Capital

Based on XpressBers estimated working capital reqwrernents debt-free net working capita was

estimated to range between 22i% and -22.8% reflecting the upfront acceptance of wagering

deposits and funds by Xpress3et During the estimation period rate of -23.2% of projected

revenues was selected

capital Expenditures

Xpresshet estimated their annual capital expenditure during the period of analysis to he

$1.2 million annually during the projection period reflecting managements view of normal capital

additions expected to be required by the Company
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Valuation Assumptions

ha ryes for the Use of Contribulosy Assets

Charges for the use of contributory assets employed to deliver XpressBets customer contract

intangible include charges for the usc of net working capital ii fixed assets iii software

intangible iv assembled vorkforce and trademark These contributory asset charges are based

on normalized levels of these assets over the period under analysis multiplied by the required

on and return of the individual asset categories

Table summarizes the contributory assets utilized in dic support of customer contracts ii

the aftertax rate required for the use of these assets and iii the resulting contributory asset

charge expressed as percentage of aggregare XpressBet revenues and to be applied to its existing

customer VIP and nowVIP contract income streams Exhibit 5.0 provides details ol these

calculations

Table Contributory Asset Charge Customer intangible Tncome Approach

Contributory Asset Charge After.tax rate Normalized Average Charge

Net workiu capital 1%

Fixed sets 6.0 .6

Software iitiangible ló

Trademark 160

Ascrnbld 03

Total

Peter Ott Associates Inc



33

Discount rate

discount rare of .O% was used to discount the debtfree cash flows available for distribution

from customer contracts XpressIkts after-tax weighted average cost of capital WACC

developed in the valuation was calculated to he .5.7% small additional prerruum was added to

this WACC to arrwc at the discount rate applicable to the customer intangible tssets This small

premium accounts fr the add itiona risk customer contract intangibles possess when compared to

the enterprise asa whole

Amortizaon of Tax Benefit

An amount addressing the amortization cf tax bne1its was calculated based on the following

assumptions 100% of the estjmacd asset value would he amortized for tax purposes over 15

veer pertoci ii the tax rate is assumed to be 40% and iii the tax benefit is discounted to present

value using the 16% discount Tate The sum of this calculated value was then included as

component XpressBets customer contract value
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Indicated Customer Contract Vaue Income Approach

Based on he calculation described abovc and detailed in bxhibit 1.1 and 1.2 the resulting fir

values for XpressBets customer contract intangible are $5.1 million

The reconinwnded fair value of Xpress3ets customer contract intangible at April 30 2010 is

reasonable estimated as

FIVE MILLION ONE HUNDRED THOUSAND US DOLLARS

$5I0000O

Peter Ott Associates Inc
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Valuation Analysis -Trademark Intangible

Trademarks and trade names are intangible assets that rake the form of sign name symbol Logo

design or any comhination thereof They are intended to identify products or services of the entity

to differentiate them from those of competitors Technically trademarks are used to identi

goods anc products and trade name is the name of he business association or other

organization used to identify it

According to XpressBers records the ibilowing trademarks have heen registered related to the

Company

Table XpressBet Trademarks
___________________________________________ ______________

Mark Serial Registration Country Status

umber/Application Number

Numbrr

Xpres43et .63S8 12 804067 ISA Registered

XpreasBet 7635S815 2804068 USA Kegistired

XpressBet 635581 2244Cit USA RegistereJ

Aiwtime.. roxfl

Anywhere

XpressBot 701 2391 tnt registered USA Live

MagnaBer 6602031 not USA Live

XprevVay 59 not registered USA Live

Xpressl3ct 123891 ThA6596 canath Registered

XpresJ3et 1124712 ThIA 656711 Canada Regitercl

XpressI3et TMA Sti0 nath Rcgbterei

Anytime.. From

Amwherc

Anvtimv.. From LI 24770 ilviA 651097 Uiiada Registere

Anywhere IDesign

MagiiBet 3i5 Noi rirrtd Canada allowed

Stuc XpressRet ibting of IF sets

In addition to the above trademarks XpressBet owns many domain names related to its ADW

wae1 ing services e.g XpresBet.com
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Ju discussions with the Companys Vice Preside Fit Marketing the following chara teristics were

identified elated to XpressBets brand attributes

Table XpressBet Brand Attributes

Attributes Comments

Brand Awareness Ike Xpressher Brand has high awareness among the business

participants in horseracing

Racctrnck industry organizations and the media are aware of Xpressl3et

Awareness among consumers is moderate with the brand being

mentioned often fourth in industry/ADW reporting

The biand wi itripacreci by MECs bankruptcy and related press

coerage

Brand Relevance Xpressbcts Brand ielevance is slmIar to its wareness level

In the business of racing XpressBet is ver relevant brand with an

imnoriant role in the sport

With consnmets XpressBet is fouith among ADWs and is not

unbid red as re lea ut as the competition

Brand Associations Brand associations inJude the
sport

of horseracing gambling/onhru

gamhling Magna Frank Stronach

Such associations all
ctrry both positive and negative connotations For

exampc the American public has mixed emotions ahout Frank

StronaLh but internationally the connection to Magna and the Stronach

nanie is poittve

In the case of horseracing and oudine gaming both industries carry

inure the uIcgarivt sentiment due to social implications such as

gambling addiction and negative press received by horseracing

Brand Loyalty Among custumers brand loyalty is indicated to he very high While the

cornpun experiences churn and turnover it has many long-standing

customer relationships

Within the industry on business-to-business perspective Xpiessflet has

ctrOng relationships and loyalty is high

Brand Perception The general market sentiment suggests that XpressBet is capable ADW
and continues to do business

c.ustomerc tend to like the company and recognize/appred4te the

efforts put forth to keep them satisf arid on4çcr busiqess fark

Source XpressBets VP Marketing
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To estunate the value associated with XpressBets trademark and trade name re1ief-frm-royalty

valUatiOn approach was used The reIie1irorn-royaky method involves valuation of the asset based

on incremental after-tax cash flows accruing to the owner of the brand by vtrtue of i-he fact that the

owner does not need to pay royaky to someone cisc for use of the asset Exhibit 20 indicates the

details oi the relieffrom-royaity trademark valuation calculation

Trademark Valuation Analysis Income Approach

Revenue XpressBet indicated revenue projections employed in the relief-from-royalty valuation

calculation are

month stub period ended December 31 2010 $32.4 mdlion

12 months ended December 312011 53.0 million

12 months ended December 31 201 57.0 million

12 months ended December 31 2013 59.9 million

12 months ended December 31 2014 62.9 million

12 months ended December 31 2015 645 million

12 months ended December 31 2016 66 million

months ended December 31 2017 67.8 million

12 months ended December 31 2018 69.5 million

Royalty Rate Applicable royalty rates were based on trademark and trade name research

performed for Xpressi3et management on trademark licensing transactions compiled by krMINE

third-parry information service Trademark licensing royalty rates were selected from total of

1705 licensing transactions as summarized in Tables and TO below
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Table Trademark Licensing Rates Based on Gross Sales

Lwense Grss Saks

Anatyss Pcuus Mn Meiri Max

ximu in

Third Quartile
__________ __________ _____________

Median

Iiist aik
N4inirnurn

Mean
______

ta uda rd 1evia inn

01 Obervition

100.00% 100.00% 100.00%

8.00% 10.00% 10.00%

5.00% 5.00% 5.00%

1.50% 2.00% 200%

0.00% 0.10% 010%

7.0.3% 8.24% 977%

10.00 1107 13.76

338 3.38 338

Table 10 Trademark Licensing Rates Based on Gross Sales

License Net Sales

Anayts Points Miii Mean Max

Maxirnuni

JJ Ud ia rule

Median

Frsr Quartile

Minimum

Mean

Standard Devia tio ii

tNO olObservations

Source ktMINE

100.00%

8.00%

5.00%

2.00%

0.00%

7.58%

10.55

1367

100.00%

10.00%

5.69%

3.50%

0.00%

996%

2.04

.367

100.00%

1200%

7.00%

5.00%

0.00%

1.98%

1689

1367

Based on the above and discussions with marketing management market derived royalty rate of

2% was selected to calculate the trademark rntangible values for XpressBet

Applying the above royalty rates to the projected revenues the resultant trademark royalty streams

were calculated An estimated cos of $75000 was indicated to be required to manage the

XpressBet Brand on an annual basis This amount and income tax expense were deducted from

the projected annual royalty stream Because of the duration of the cash flows considered no

terminal amount was calculated iii arriving at the present
vake of the aftertax cash flow stream

Peter Ott Associates Inc
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Present value factors were calculated using discount rate of 16% determination of the discount

rate is destrihed later in this report The
average capitalized royalty amounts were summed arid

this amounted to $34 million

Present Value of Tax Benefit

he amorrzation of the tax benefit calculated based on the ftillowing assumptions 100% of

the estimated intangible asset value will he amortized for tax purposes over IS year period the

tax rate is assumed to he 40% and the tax benefit is discounted to present value using the

applicable discount rate This calculated amount is added to the sum oI the present value cash

flows

tndicated Fair Value Trademark intangible

Exhibit 20 summarizes the details the trademark intangible valuation calculations Based on

the calculations described above the resukiog value for XpressBets trademark intangible using

ccintcd myi Pry income approach was stimhd ro be $4 million

The recommend fair value of XpressBets trademark intangible as at April .30 2010 is reasonably

estimated all

FOUR MILLION ONE HUNDRED THOUSAND US DOLLARS

$4100000
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Valuation Analysis -XpressBets Software Technology

XpressBets software technology has been developed continuously since 2002 Software can be

broken into three main components including wagering and associated products web and

customer management associated products and support and data products Each one of these

component is comprised of number of modules that are primarily developed using free open

source software technologies based on Linux operating sstcm Apache HITP Server used

extensively among websires MySQL database software relational database management system

and PHP Hypertext Pre-processor scripting language used in dynamic WebPages Ventures Etc

LLC Ventures has been and continues to he the primary information technology consulting

firm responsible or developing and maintaining XpressBcis software application and has been

involved in all aspects of the software development Ventures is led by Elaine Matthews

Managing Partner The XpressBet IT infrastructure connects to and works with AmTots

Spectrum Wagering System

Description XpressBets ADW Software

XpressBet IT management provided listing of solrware modules grouped and into major Product

groups including wagering associated products ii web and customer management associated

products uric1 iii support and data products Most of these applications have been internally

developed and are proprietary to XpressBet within the context of its open source licence

requirements The following describes XpressBets software assets
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Wagering Associated Products

XpressBets wagering associated products have been under development and in continuous use

since 2004 These modules mclude

Table 11 Description of XpressBets \Vagering Associated Product.s

Module Description Software nguages

XBOAC/Contest Ptoprietarv race day management application NIP CSS SQL XML JavaScript

Manager/Proprietary wagering oIds and RLA Iced management Also HT.fl lAMP and

Sesion and User inchides Con rest Manaper pi oprierary

Management handk apping contest application

fliis module is very important piece oi

technology and remdes behind the wagering

application and is an administrative interface that

coorrois thf tracks that people can or are

restricted from betting at whether track shows

video what the oil tuOCs are on the what

time zone the track is iii what aea.son the track

runs in and card parsing i.e mamnptmlatitsa an

XMl or lIt Me from the data provider such that

data lot evemy horse lot every race on every riack

can be displayed as race card his enables

bettor to oIta in program on hich they can

iiace wagers

PC Proprietary promotions tnanaenwnt application PHP javaScript CSS

BBWagtr Proprietary Blackberry wagering application Java HTh41 XML XSD
Windows Server MSBiiild scripts ASP.NET DOS

Includes RiMs libraries that cannot be pulled out Batch

of lines of code estimates

Ii also includes the download and upgrade

that are automated actions

PMG Proprieramv Rebate nunagement system Included in code coun for CRsl

and www.xpressberonline.com

ProShop Piopriemary mob i-language tnt lri urrency PH RIM JavaScri Pt

Shoppmn cait XPB arid OWS
Twitter RctuI Service Proriet-.sr application lot publishing race results PHI

lpcbued for new Twitter API that ha recently

been released

SQCML Proprietary changes feed PHP

GWSDS Pmpriemt nice Jnta and update fetd PHP lavaScript CSS HTML
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Module Descrtptinn Software Languages

Linear Channel Pi prletarv riie video schedulin application PH lanSct pt t.SS

OWS Totebuard and hot r.acthi data .nd Si .ib sd application for PUP JavaSctipt ITML
GWSDS CUent busincis iii for MWS MI

Th inodule L4 noT UI ttflleflt ne
Cache Manger Prprnrarv server caching apphc.mn PT lavaScript t.SS flMI

This application has had to be rebuilt several

limes hcnc the bsvlest.ene lcror

Statement Arihiver Peciprieran data afthiving retrieval and display PUP

sottware

-insdered old code md nor in cui rent use

BFik.s ParsinWTrite File Pwprietaiv xml/flat bIlk paising P1 IP MySQJ PHP Bourne Shell Rourne Again

Parsing based lote file parsing is proIuetan shell

Ami cite/SI lilt br senkuients patsiiw

These are largely scripts hot trarc i.ode and

ich data ekrucnr sceeral hundred ha it own

stript although th scripts are largely the same

with name changes

Siurtt Venwres Mtnagmg flirectcr

Approxiinitely c$O project months of effort are estimated to have gone mto the development of

the wagering ashciciated produci in total ihe estimated size of these modules is approximately

O00 linc of code and with the exception of the cache manager statement archiver and Blues

Parsing/ etc File Parsing all modules arc considered to he fts active and continued use

Web and Customer Management Associated Products

The wagering and customer management modules have been under development in some cases

since 2002 and represent XpressBets customer facing products in some cases XpressBet has white

labelled its web and customer management product for use iii conjunction with other tracks e.g

www.delmarbets.com
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Table 12 Description of \Veb and Customer Management Associated Products
--_________________________

Module Description Software Languages

Survey Propiietarv cuiaomer suvvt PHP JavaScript CSS

CRM Piopriet.ary uiswiner service nianagenient PHP l1TM lavaScript CSS ScL
application Bourne Shell X_\41

Punding viodUJe/Ff\VS Frtiprieoiiy tunding riik Ir.ind applic.irinn PHP JavaSeript XSD SS
FMXML

www.xpressbet.com Proprieian web site PHI FTv1 255 lavaScript Perl

www.xprebetonluie.com Proprietary wel sit JavaScripr PHI CSS HTML Borne

Again Shell

wwiv.xpressbet nline.com/pi Proprietary wagering application IaaScnpt HTML PH CS
www.rnagnabet.com Proprietary wagering wcbsitc and tpplication 21 LP lavaScript 255 HTML XML

wnv.delinarbets.eorn ltirietary wageriio appli.ation opreseIt in PHI USS

chire label version of the prcpi tetary veLsite

appuca non

ww .oaktreebeis.cozn Propi etary wagering applk.uion PUP 2SS

DOCMAN Proprienirv uciiiiienr srorajc and managenirni P1 IP HTML CSS

ppii. tini

CMS pioprietarv CMS ysIeiuIs xpresbet.cum PUP Javaript CSS

ressI ton linc.cot ii ztiinbet.coin

Systcns Proprienir \/IP rnanigenient and rewards Code included in CRM
tCIR/PO rIet.i ry AMP nd LDAP base ww.xpi esbei.t on

dtffcrcnt tron ViP Rewards system www.xpressbetunbnecorn and

www.xpressber.com/pro P1 IP XMl

Nevsletter ManageriLrnail Proprktary Nwskrter mimi inic rions PH ITMI

Tracking application Proprietary mail activity tracking

corrccticm anJ cporting appl iation

Source Ventures Managing DLI ecot

.According to XprcssBet iT management almost 1400 project months of effort have gone into the

development of rh web and customer management associated products Some applications have

been rewritten number of times and as result the development effort associated with the

current product would be less The estimated size of these modules is approximately 850000 lines

of code The Xpressl3et.cona and XpressBec onlinecom proprietary websites alone represent some

330000 lines of code
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Support and Data Products

These applications are used to assist XpressBet in the management of its operations such as race

day scheduling workforce and troube ticket management etc

Table 13 Description of Support and Data Product.c

Module Dcscripiion Software Languages

NCCApp Pwprietan er.ctkm workiorce and PHP HTML JavaScnpi Bourne

comrnunieaflonc ma rilgenteiu application Shell CSS SQL Per

OL1tP/Microsoft Reporting Seukacent system proprtPtaiy senknwnts system ASP U.SS Pi-IP

Ser-vues P1l Wcridow Server US P1 IP and MySOI

SAA Scheduer Proprietary rare day scheduling ajipikailon PHP JivaScripr CSS

NOCMON Pcoi.netary nflUUO appltcauou HTML PH jw.iSc_i ipt X.d

SQL Bouuce ShvU Per Python

AVS Pruprtay\VS ervLce appbcation PFIP ASP.Net HTML cSS

JavaScript

SAP liisaiess hecr purchast-l software PH

Mantk Open source txckering software customized PHP HTML SQL JavaScrtpt CSS

Sc ui .c Vintures Mancgcng Dreioi

The OLAPReporiing and NOGMON applicarionc arc kcy reporting and monitoring applications

ued within XpressBers operations he NOCMON application is proprietary monitoring

.tppiication and
reports ott over 400 separate items within XpressBets operation Other

applications e.g SAA Scheduler are no longer used by the Company and as result all of the

associated evelopnwnt effort would he considered obsolete
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Software Valuation Analysis RetiefFroinRoya1ty Approach

To calcuiate the fair value associated with XpressBets software intangible reief-fromroyaky

valuation approach was employed The re1ief-frorn-royalt method involves valuation of the asset

based on incremental cash flows accruing to the owner of the software technology by virtue of the

fact that the owner does not have to pay royalty to someone else for use of the asset Exhibit

ummarizes the relief-from-royalty calculation as it relates to the software assets and indicates the

detaii of the vakiation calculation

Revenue XpressBet management indicates that the Companys wagering web and content

management and support software is expected to contribute to the Companys overall projected

revenues that would be applicable to its current software and have fotecasted the following

iii on fltS

Table 14 Projected Revenues Applicable to XpressBets Software millions

lcriod 2010 201.1 2012 2013 2014 2015 2016

months

Projected $53.0 $57.0 S59.9 $61.4 $ôi.O

Revenues
______________________________________

Royalty rate app able royalty rates were based ofrware royalty research emplo lug die

ktMINE intellectual property database that summarizes royahy rates actual ikence agreements

and detailed agreement summaries provided from puhlic available soure such as the SEt and

Fhe Lr\1 INF dattja rtn suc_ry one OOt U- Iience agIcrnent
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ii white label agreement entered into by Xpresl3et related to Ddmarbers.corn and the

associated royalty rates implied in that agreement

Tables 1$ and 16 below summarize the observations of 628 licensing transactions related to

software technologies from the ktMINE database based on licensed gross and net sales revenues

and provide distribution of applicable royalty rates

Table 15 Software Royalty Rates Based on Licence Gross Saks

Anaysis Points

vlax iron

Ihird Qua ilk

Mrd ia

First Quartile

Mrimu ni

Standard Deviation

No oI Olservations

License Groa Sales

MilL Mn Max

66.66% 66.66% 70.00%

15.00% 21.25% 35.00%

5000% 10.00% 10.00%

2.50% 4.60% 5.00%

0.00% 0.00% 0.00%

li45%t 15.87% 21.22%

13.87 14.52 19.74

125 125

Source kiMINE Dat4base

Analysis Points

Mnxirnunri

fluid Quaruk

Median

First Quanik

initnum

Mean

Standard Deviation

No of Observations

Soure ktMJNE Databast

Peter Ott Associates Inc

Table 16 Software Royalty Rates Based on Licence Net Sales

License Net Sales

Mm Mean Max

100.00% 100.00% 100.00%

25.00% 31.86% 40.30%

10.00% 18.05% 2030%

5.00% 7.50% 10.30%

0.00% 0.00% 0.00%

17.07% 21.48% 26.57%

16.30 17.17 21.71

503 503 50.3
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Civen the nature of XpressBeis software and the relative margins earned by the Company

licensing royalty rates in the first quartile distribution were considered most applicable or between

4.t% of licence gross sales or 7.5% of licence net sales

XpressBer whte Labels or licenses its software technology in joint venture arrangement with

Del Mar Thoroughbred Club called Del Mar Betscom The settlement
report related to the Del

Mar Bets arrangement for the period of July 2010 an active period for the site was reviewed and

after appropriate adjustments were made an indication of the technology royalty rate could be

inferred Expressed as percentage of handle associated gross wagering revenue was 20.1% ol

handle anc after payment of direct costs e.g host marker access tote interlace and TV rights

fees net wagering revenues were 28 1% of
gross revenue or 56% of handle Contractually this

amount was split 5G-50 between Del Mar and XpressBet leaving the Company with 14% of net

wagerwg revenues 2.8% of handle Certain Xpressbet costs were required to earn this revenue

and were a.located and the pretax proiit estimated to be earned on the Del Mar Bets arrangement

was approximately 6% of gross wagering revenue 1.2% of handle Exhibit 3.2 provides derails of

thb calculation and the inferred royalty rate calculation from the arrangement

Based on the above information the market-derived royalty rate of 6% was selected as appropriate

for XpressBets software intangible in order to calculate the projected royalty costs that the

XpTessBet has similar arrangement with the Oak Tree Racing Associaiion that has shorter duration and has

been excluded from this anatysi
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Conipany does not incur by virtue of the fct that it is the owner of the technology This royalty

stream was estimated to he incurred until 2016 i.e the approximate life of XpressF3et software

technology

According to XpressBet management the support costs associated with maintaining the XpressBet

software were approximately 15% of the indicated royalty revenues or approximately $S0O000 per

year This amount was deducted from the projected annual royalty revenues in order to estimate

the projected cash flow income tax expenses were also calculated employing .XpressBers US tax

rate of 40% After4ax royalties were estimated and discounted to present value using discount

rate of 16% Information on the selection of the discount rate is provided later in this report

Present value of tax benefit the amortization of the tax benefit is based on the following

assumptions 100% of the estimated intangible value will be amortized for tax purposes over

15 year period ii the tax rate is assumed to he 40% and iii the tax benefit is discounted to

present value using the applicable discount rare for the software intangible This amount is added

to the sum of the cash flow present values calculated above

Exhibits 3.1 and 3.2 indicate the details of the software intangible valuation calculation employing

the reiief-frorn-royaky income rnethcKl and
specific derails of the royalty determination The fiir

value of the software intangible under this valuation approach was indicated to he $9.0 million
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Software Valuation Analysis Cost Approach

The cost approach esttrnates the amount that would have to be spent to recreate the existing

software programs of the same functional utility in applying the cost approach estimates of

person months required to reconstruct software system o1 equivalent functional utility were

multiplied by the current loaded cost per person month to create the softwars replacement cost

While few companies maintain detailed records of their software personnels involvement in

various computer software development projects XpressBet was able to indicate by software

ruoduk the estimated effort involved in developing the technology This was partly made possible

by the tact that much of XpressBers technology has been developed recently and because Ventures

is an outsou reed IT service provider to XpressBet and maintains tracking systems that capture work

effort Ehihit 3.4 indicates the estimated devekpmenr effort involved in the Xpresshet ofrware

The amount of time one person spends working on ottware development project fo one month The number

ot yrsor.hours pet person-month has nominal value of 154 hours per person-month which exclude time

vpicaIly dev.red hIklavs 5nl vactnns
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fable 17 XpressBet Software Indicated Person Months to Develop

Software Product Name Number of Modules indicated Project Indicated Project

Months Months Adjusted

for Obsolescence

Wagering Associated 13 651 633

Products

Web and cutomcr 13 39 649

management associated

products

Support and data 47 245

products

Total 33 2522 1527
Soun \/en ur Managli

Th resulrHg indicated development time was then adjusted ft2r obsolescence In discussions with

\Tentures Managing Direitor each software module was reviewed and an indicated level of

functional rechtxicd or economic obsolescence was assessed

According to Ventures Managing Director the average blended cost of web programmers is

approximately US$65 per hour based on 154 hour work month XpressBet indicated that an

overhead burden of 20% would he appropriate resulting in the average cost per month for an

XpressBet IT development employee to be approximately $12000 per month This labour cost

per person per month was multiplied by the estimated number of person months indicated above

resulting in the calculated
pre-rax cost to develop the software components of $18.3 million From

this pre-rax cost income tax expense was deducted to arrive at an after-tax replacement cost of

approximately $11.0 million
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An adjustment for the Hmorrizarion of tax benefit was added to this amount to arrive at an

indicated value of ipproximately $13.0 million Exhibit 3.3 indicates the calculations involved to

indcare the depreciated replacement cost of software intangible

Excluded from the above analysis of cost is the economic benefit foregone or opportunity cost

experienced by XpressBer during the development process As owner of the software the

Company able to benefir from
positive cash flows from operations that it would not be available

during the softwares development process This cost was not considered because the value under

the replacement cost was greater than the result using the Wscounted revenue royalty mcorne

method md including the cost would make this difference even greater

Estimated Software Fair Value

Based on the calculations described above employing both the relieffromroyalty and depreciated

replacement cost approaches and documented in Exhibits 3.0 through 34 the lower amount of

the two vakies was selected to he the fir value far XpressBers software mtangible The fair value

for XpiessBers software technology intangible was estimated to be

NINE MILLION US DOLLARS or

$9000000
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Valuation Analysis Assembled Workforce

Overview Assembled Workforce

Employees possess expertise and knowledge specific to company and are important in sustaining

the profitability and continued growth of the company In the ADW pari-mutuel and sports book

wagering tridustry the existence of experienced executive sales software development and other

customer service and serice operation employees are important assets An assembled workforce

involves cost to locate screen hire and train Considerable expenditures are made to retain

employees and reduce turnover in addition the more specialized the employees the
greater the

cost of their assembly and the greater their potential value to the enterprise

Assembled Workiorce Cost Approach

The valuation analysis of the assembled workforce estimates value by determining on

replacement basis the cost to locate and train new employees in their new positions The fair

value estimate of the assembled workforce is represented by the assemblage cost avoided

Assumptions

According to XpressBet management 81 employees continue in the employ of XpressBet post

transaction For the purposes of this analysis employees were classified as executive general and

administration call centre managers tellers customer service service operations marketing and

information technology
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In performing the valuation analysis Xpressbet management exdusively provided data on its

workforce The analysis was premised on 40 hour work week and 52 week work year ii

search costs were based on percentage of average annual salary for executive general and

administration and information technology while call centre managers tellers and customer

service and service operations personnel were expected to have lower search costs that range

between $500 and $5000 per employee iii interview costs were assumed to be $5000 for the

executive category $5000 for general and administration and marketing $3000 for information

technology and between $500 and $1000 per employee for sU other staff groups iv training

costs assuming onthejob training on hatftime basis and the number of training weeks by

employee category were based on an assumed period of between two weeks and 12 weeks

depending on employee group The numbers of training weeks were multiplied by the costs per

week and the percent rime spent training to calculate the estimated total training costs Explicit

training costs of$ 1000 per employee were also expected to he incurred

The costs associated with searching for and training Xpressbet employees were summed ra arrive at

an indication of total cost per employee The costs for each employee category were then

muiriplied by the corresponding number of employees in the respective category to arrive at the

total cost per category From these prerax costs income tax expense was deducted and an

amortization tax benefit similar to the customer contract intangible was added
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indicated Assernhed Work Force Value Cost Approach

The resulting indicated value for acsernb1ed workforce using the cost approach on replacement

basis was cakulated to be $900000 Exhibits 40 through 42 provide details of these calcuations

The recommended fair value of XpressBers assembled workforce as of April 30 2010 wn

estimated to be

NINE HUNDRED THOUSAND US DOLLARS

$900000
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Discount Rate

The magnitude of the ciiscount rare sretatrd to the percetved nsk of the investment The concept

of risk invoves an investment situation which lies between complete certainty of monetary return

no risk and complete uncertainty of monetary return infinite risk When an investor

contemplates two investments each having the same expected monetary return an investor would

prefer the investment bearing the least risk Therefore the higher the risk the higher the expected

retu in

To evaluate the risk associated with the expected cash flows of XpressBers customer contracts

tr tIemrk %nd so1t re ut inuble cer the wughted er ot of ipttl WLL of

XpressBer was determined

The WACC measures compans cost of debt and equity financing weighted by the percentage of

debt and percentage of equity in companys target capiml structure Arithmetically the formula

for calculating the aftentax WACU 15

Aiterrax WACC IT D/DE E/DE

where

kd Cost of debt Iinancing

Cost of equity financing

Estimated market value or book value of debt

Estimated market value ofequay

Assumed tax rate
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Cost of Equity

To esutuaw the cost of equity fiuaciiig art adjusted version of the aprra Asset Pricing Model

CAPM was used The CAPM measures the return required by investors given the companys

risk profile This model as adjusted is expressed arithmetically by the following equation

ke

where

Cost of equity financing

Risk-free rate of return

Beta measure of the level oi non-diversiIiahlc risk associated with guideline company

returns

rp arker qti iry riak jlrPrn itirn

Small stock equity nsk premium

Unsystematic company-specific risk tactor

Risk-Free Rate of Return

The yield maturity on 10-year Treasury bond was used to approximate the risk-free rare At

Api ii 30 2010 the yield to maturity on 10yeat Treasury constant maturity bond was 3.69%

Beta

Beta was developed from study of the stock betas of the guideline companies The stock betas for

each of the guideline companies were reported by Thomson Reuters Knowledge database and

were calculated using year monthly returns from 2005 to 2009 In order to adjust for the effect

of financial leverage on each companys beta the stock betas were first unlevered based on the

guideline companys debt-to-equity ratio and then relevered based on the
target capital structure

5Source Federal Reserve board as provided by hVR
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Based on these data and analyses rekvered beta of 1.27 was considered reasonable for use in

the XpressBer anilysis Exhibit indicates the kvered and unlevered beta calculations of the

peer companies

Market Equity Risk Premium

The expected return of the market in excess of the riskfree rate was esrirnated based on studies of

actual historicat stock market returns Mormngsrar Inc reports that the Iong.term 1936 to 2009

U.S dollar equity risk premium is 6.7%

Small Stock Equity Risk Premium

The Ibborson SUB study idenofies small stock premium based on an analysis of low

capitalization stocks This premium recognizes that equity holders demand higher return from

companies that arc smaller in size and total capitalization The Ibborson study calculates size

premium by deci1e The micro-cap 10th deci.le represents
the smallest companies in the

NYSE/AMEX/NASDAQ and the return in excess of CAPM is 6.28% as reported in the 2010

SUBI Yearbook

Unsystematic Company-Specific Risk Factor

The unsystematic risk factor is intended to reflect additional risk that is not already captured in the

small stock and industry risk premium No unsystematic company-specific risk tctor was

considered appropriate mr XpressBet

The sum of the risk-free rate ii the product of the hera coefficient and
equity

risk premium

and iii the small stock risk premium resulted in an after-tax cost of equity of 18.5%
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Cost of Debt

The pre-nix cost of deli was esthuated iased on discussions with XpressBer management it

currently does not have any third-party debt facilities and an average interest rate of was

tnthcated for the Company as an appropriate pre-tax cost of debt Since interest expense is rax

deductible the pre-tax cost of debt was converted to an after.tax rate using total marginal tax rate

of 40% Therefore the after-tax cost of debt was estimated at

Estimated Weighted Average Cost of Capital

The assumed proportion of debt and equfty financing is art important component of the WACC

calculation In the analysis the estimated target industry capral structure was arrived at through

an analysis of comparable companies capital srrucn.jres and the likely borrowing constraints of

XpressBet Both factors were considered in estimating the
target capita structure to be 80% equity

and 20% deht The chosen capital structure was then used to weight the cost of debt and equity

financing as described above to arrive at the estimated WACC of approximately 157%

detailed caIculaton of the WACC fer XpressBet is presented in Exhibit 60
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Discounted Cash Flow

Table below summarizes XpressBets financial projection prepared by management that has

been used to estimate the Companys debt-free net cash flow

Table IS Summary of Projected Income Statement VS$000s

Pro Fornu

Projtctd Yr Priycted tr iroectd Yr Projted Year

Stemn 2011 2012 2013 2014

4S75 53038 57016 59899 61417

of Joods Sold 30617 33449 35583 3737 3556.3

Gio ProI 17659 19559 21143 22263 22854

Opriçhpn 13 68 13990 14 j49 J45137 1l

erautig tof 4090 5599 6694 7366 7525

Other 1ocom/Expene 3105 1520 0920 1200 1200
lorrieBelorTax 2985 4078 4774 6166 6325

1070 1631 L909 2466 2530

4e
______________

2W b64 1700 3795

Memo hems

Intert Expense 100 100 iOO

1imo Amoroation 06 1420 1820 1100 1200

Table 19 below calculates XpressBets net free cash flow for the eight month pedod ended

December 31 2010 and the four fiscal years ending December 31 2014
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The sum 0f the present value of the cash flows and the terminal cash flow assuming 2.5%

growth rate resulted in an indication of the unadjusted business enterprise value To this amount

adjustments were made for excess assets liabilities of nonoperating nature of $3.0 million

made up of redundant cash The sum of these amounts was $3L7 million or approximately $32

miflion see Table 20 below

Peter Ott Associates Inc

Table t9 After-Tax Cash Flow Calculation US$000s
1roected Year ed Year Pjed lear ected Year

2010 201 2012 2013

Mor.hs

I72

66

1.039

655
933

_______
683

1971

Prerx Earrong

Add 1ntcre

tcomc ixe

Aerrix Earrtn

Add Dcprcanou

Clng in

Acccnno ceivthk

Oihe Cir rert A..se

Acouim Fay.tbk

O6ier Cirrrni 1bite

C9pod Expmdirures

Nt Free Cih Flow

4078

100

4178

2507

1420

3927

16
129
276

590

721

1200

479
3448

4774

100

4874

1949
2924

1820

4744

44
$1.3

284

519

646

1200

554
4.190

Pojected Year

4014

ü325

6325

25301

3795

1.200

4.995

17
49
108

__________
.3

414

1200
786

4209

6166

6166

2496
3700

1200

4900

31
92
205

420

502

cl200

698
4201

600
800
87



Table 20 Detailed Ctkuntion of Xpressfiets Fair Value US$000s

PV Using

Forecast Net Free 15.74% Discounted

Period Cash Flow Discount Rate Cash Flow

2010.8Mths 87 09521 29
20H 3448 0.8226 2837

2012 4lO 0fl04 2977

2013 4201 0.638 2579

2014 4209 0.5303 2232

fxent Value of lrtminal Value 17277

78731

Adjusted Balance Sheet

ubrotal 28731

Exces/NouOperartng Assets reciundam cash at Xpteasbe 3000

Indicated Equity Value 1731

sElECTED EQUITY \ALI 32000

Benetit Stream In Last Year 2014 4209

TerniinalOrowth Rate 2.50%

Terminal Benetit Suram 43 15

Terminal Discount Rate

rernukat Growth Rate 250%

Gapitakzatkn Rate 13.24%

Terminal Value in Last Year 2014 32580

Terminal Discount Rate 1574%

rese1u Value ot Tet tninal Value 4.34 Years 0.53032

Present Value olTerntnal Value 17277

Mid Year Conve uon is used
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Attachment Assumptions and Statement of Limiting Conditions

This valuation estimate is sub jeer to the following assumptions and limiting conditions

The purchase/selling price of business or its assets is set by the parties involved based on

eac partys respective evaluation of all relevant factors Such factors include hut are not

limited tO the particular assumptions underlying the appraisal of the subject company

or asset ii the degree of urgency attached to the sale or acquisition of the subject

company or asset iii any significant tax benefits or habilities and iv any potetnial

synergies unique to the proposed transaction The estimate in this report should not be

used as basis to set market place and no responsibility is assumed for the owners

inability to obtain purchaser at the values reported herein

Ott Assoc does not have financial interest in the Company and the fee for the

preparation of this report is not contingent upon the values reported herein

informanon estimates and opinions contained in this
report are obtained from others

primarily management The management of the Company have read this
report and

believe the information supplied was complete and accirate to the best of their knowledge

and that the financial statement information reflects the Companys results of operations

and financial condftion Information snpplied by management has been accepred as

correct without ftirther verification by Ott Assoc and no opinion on that information is

expressed or liability assumed on such information
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Possession of this report or copy thereof does not carry with it the right of publication of

all or part of it nor may ft used ior any purpose by anyone without the previcus written

cor.sent of On Assoc Neither all nor part of the contents of this report shall be copied

or dsseminated through public relations news securities commission disclosure

documents or any other public or private media without the express written approval of

Ott Assoc in each individual circumstance

Ry issuing this report Ott Assoc shall not be required by reason of this
report to give

testimony or appear in court or other proceedings or he in attendance during any hearings

or depositions unless specific arrangements in advance have been made

The values presented in this report apply to this valuation only and may not be used out of

the context presented herein This valuation memorandum has been prepared solely for

the purposes stared and should not be used for any other purpose

The value conclusions reached in this report assume that the company will continue to

operate as going concern and that the character of its present business will remain intact

The values in this
report contemplate facts and conditions existing as of the valuation date

Events arid conditions occurring after the date have not been considered and On Assoc

has rio obligation to update these calculations for such events and conditions

Ott Assoc has assumed that there is full compliance with all applicable federal

provincial state and local regulations and laws No responsibility is assumed for matters of

legal nature
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10 The Company had no coritingem liabilities unusual contractual obligations substantial

commitments other than in the ordInary course of business or litigation pending or

threatened

IL There were no material changes in the tinancial position of the Company its operating

results or the state of and outlook for the business between the stated valuation dare and

the date of this report

12 Federal state and provincial income tax laws prevailing at the valuation date will continue

to prevail in the foreseeable future No responsibility is assumed for any financtal tax

reporting judgments which are appropriatel those of management and they accept the

responsibility lot any financial statement and tax reporting issues

13 The estimates of earnings/cash flow data provided by the Company and included herein

are solely for use in the valuation calculations and not intended for use as forecasts or

projections of future company operation Ott Assoc has not performed an examination

or compilation ol the Companys earnings/cash flow data in accordance with standards

prescribed by the Canadian institute of Chartered Accountants and accordingly does not

express an opinion or offer any other form of assurance on the Company earnings/cash

flow data or their underlying assumptions Furthermore there will usually be differences

between estimated and acw.l results because events and circumstances generaly do nor

occur as expected and those differences may he material
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MI Developments Inc Exhibit 1.0

XpressBet Inc

Ctxtanier Contract 1ntangb1e Summary

US ooe

12 irorh 12 fl1t rnnnh

Surnir Conrr Fxi it 2OO Rriu 23Q 2filO iu ..Iii

1W irirrar Vi1ue Fhiht l25i2 12.45S

Nn1Ti oiii VIur hhtt 12 2766c I44tS 1IY

40227 43904 15J12

Indkued Fair Va1ui of Coniriit 1ntiniibk

Peter Ott Associates Inc



Ml Des.dm44nts Inc
E.hibi4 LI

X1441iBe 1ic

A-o.b VIP Cuooo
944 66011

444 4L54t4448 46464 941%
7780 68 4440449 .0

144.444644 84 47

V14

4.4486 18
14 364 4471 4564 441 44 394 tM 8186.4 1394 894 464 3494 4344 34

11 01 770144 64 04% 773% 446 8% 444 0884 146% 8% 0444 4464

44 3$ 31144 194 16 48 5544 3144 34.61.3 14 54.4 4.344 49344 44 34 64

444 14 46 94 4.5 414 44

54 44.4 144 84.446464 45144 44 494144 33644 644 l674 45745 354 414 186444 4j54l 141 84 6144 144 442618 48 6446 461 744

146% 414 144 3464 813 7449 714$ .7464 14% 144 44 4449 4464 431 44 7443 444 4414 .441S 44.44 5884 448 %.3 4188 3614 4464 5414 34 443 4314 44%

44.94 84$% 444% 4% 30 445 4443 445 4443 44 45
4873 543 37 41 3143

14

174 441 34.1 l6 446 SS 414 4941 53

16% 338% l464 4.44% 44% 144 134% 3bt%36444.14% 514444 4464 649 84949

44 134 163 44 44 41 68
43

II

4% 68 61 44 14 87

4.3% 1444 493 448 144 3149 44 444 44 34

3% 64 494
.4.1 44 61 44 3% 44

64 414 II 44 40 51
51

4334 3017 334 54.4 .335 341 43
484

5377 43 41 44 19

149% 134949 96 194% 649 %4.6 49 .1644 4414 2449 1488S 0% 769%

834 6811 441 3M 26 61 04 .1 .6

311 11%
49 19 45164 61 31 33 64 34

4044 1371 414 198 85 313 43 414 449 44 5883 334 313

4.7 4.4 43 146 49 494 .1 44 44

144% 644.4 14% 44% 44% 4344 444 4449 4444 444 645 449 3416 1449

4% 444 In 3884 41 493 494 13
49 494

314% 844 613 18 44
73

4.9 IS 77 44 33
14

18% 53 .3

53% .9 45 46
34

540 75 89 30 11 13

34.4 03 44 38

144l4 64414 044414 14494.4 444.3 164 3417 44 474 04134 61 9546 4404 41446

744 84
1.3 11 41

034

041

Peter Ott Associates Inc

34. 08934481.4414.1438

i414444.3.o64.54.ol 46o.
.l144 f.99446 991.4644

.pCo 44.14

Sr..4 464I3

34847.

444446 coo

988.14.1464

664

4944 1444

C.%sol.on16.r

28844.44

81

14% 461% 414%

1% 0% 67476 4%
15% 4% 444 3%
64 .064 5564 10%

10% 4194 4164 464



.U1 spiDoss 3O

33 44 43 .fl .33 43.V P3 338 33

1.37 irv 4--43I38

.3
43

It OS 11 434 .4 4% 34 14%

4038. II 43313 410 4o41 4441 43 544.43 4$.4 5443 C4 4449 934 43344

4.3 1_.17 54389

474 JP41V94 43

34 943 94 441 444 9447 14 4444 45
39.443

114

133 444 14 II 543 34 4.4 ________o. ______JL.

71 03 444 433 .7 CC 34%

44 .1 43

tl 04 443 33 .3 .3 449 943

31 43 143 431 94 904 411 03. .84 0143

35 33
III

3411 437 493 .9 3114 III 1134 1141 81. 33333

4334 394 4449 SçI 135 41.133 8.434 7.5431 4C 340 441.3 301 .3343

01 35 9443 34 143 33331 944 43 43 301 433

94 44 10 344 0334 43333 555 4443 39411 3944 196 481 43 543% 14313

43 41 4.4 444 81
44

443 4431 13445 34 .11 .3 333 .44 4.1 44 434 4339
.4 .434 3843 441 44 44 .833 144

53444 %4 133 4433 4144 43.4.3 4.33 4493
33

331 538 43 44.44

43 94 33-45 .1 .4 II 1.9 9135 441 471 .o 345 9.I

44 94 45 4533 441 541 lh 44 .14 4.s

.4 34 015 334 44 34 83

443 44 9443 554 4344 43 44 437 .3943 7444 444

SI OS 93 .4 .4 71 ct 01 .9 83
II .4 43 3333 III 90 .97 .t4 43 .0 Iq

4415

3.1

339

bIt 91 583

44431 133 4444 594

414 441 34
44 3933 45 444

443 .34 444 43443

fr011 551

.3

34I 4s s/34 51394 .493 53 3403 41.3 49 495 4.4 44433 41531

333 33I 4.19 sI 4.. 5443 4414 944 .445 03 954
IC44 .473 .1 483

44131
41 4.. .944 43 443403 41 4133 44444%

3% sIt .9 533 4345
44

404
33

1431 3303
41 84

9.4 33 44
343 9.4 418 514 9.43 331 III

133 5.43 4444

t143 139 383 .44035 5394355 14 .3 443 4Ws 43 1344341% 4413344 .4444131 .31.3 .470 4445333 3339 .3444 44 90344 41 434 .3113.41
Ill

4344
4344 391 4l 454 114 41434 71 441 343 14.3 11 1433 394 .41 413 .42043

913 444 317 91 45 94 04 33 043 333 3433
4433

.45
3443

13 .5 4.03 1344 3349 4.03 434 4440 441 31 443 433 4.89

43 s4 04 9134 .39 74 4435 443 443 343 113 05 45 43 3313

15.44114 1W 71j449

33503I

.4f5 0339l494.33lt43

433383 133831344434 4541443

93t3Z34I3 1141444
3314133.3 48333 .344

5334483444 4.i033..3.083.4

3131 1V I4_ 947

54.11

diA I44V 1In41t

353j i8.0d44

Uj 33U3U.4dO133Q 1P



Tncnrnz UtCmrr.t flits

MI Developments Inc

Xprs13et Inc
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MI Developments Inc

XpressBet Inc

Software Intangible Summary

US $QOO

Exhibit 3.0

Sunrnarv Softwar huanglk

Sctiware Intangbk Dscunted Rvenut Rcvalry

Income Methtd

Sofwrc lntangibk Rpkcemem Cost Apptcach

kcteJ Sfwrt Intngthk Fui Averagc

Exhibit

Fxhtbu
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MI Developments inc

XpressBet nc
Software Intangible Discounted Revenue Royaky Income ethod

US$0OO

Exhibit 3J
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MI Developments Inc

Xprel3et Inc

software Intangb1e-Diounted Rvnue Royalty thcome Method
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MI Developments inc

XpressBet Inc

Software Intangible Replacement oct Approach

US $O0Osl

EXh 3.3

Replacement Cast

bstimted Dee opmen Effort Sased on Devekpmettt Hours

\tatrnig vf5ttj Ptirt

Weh sitd Ctrotrcr iv1atagei ctared PmJuttc

tpot iiJ Data PtoJut

Averat Rate pee

hour

120

l57

1o.ctYr Te 4%

va1u

7143
014

2214

Sirt Xpr%lr al 4t1 n1atsa.trnnr Sm totals notv not add dit ro ndtng See Sta -nr of imttttg ndrsw

Period of Developmetst

leg tqt

Eetnnated Size

PmtaI Lrnea ed LOgical Lines of

Code Code

2004

2002

200

Code as cd

Total 10e4

2010

2010

2010

Arag Cost of Peve optuent Per Person Month

ISLS tTOt month

lndktd Proea

otal

Months to Devel0p

Adjusted br

Oko1esccrwe

Sl 635

l3S s4l

47 245

s277l

f149N9

l7449

Hours per Month

I4

But-den

21t

527

Peter Ott Associates Inc



Ml Developrnenrc Inc Exhibit L4

XprssBt Inc
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Ml Developments Inc

Xprefr.sBet Inc

Rcpictt Cost Apprtch rw ln1angibk

1S $tV1

Exhibit 3.4
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Ml Developments Inc
_____

Exhibit 3.4
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Ml Developments Inc Exhibit 4.0

XpressBet Inc

Cost ApproachAssembled Work Force

US

Pre Cost pr EmIovee

total lotal

kcquiirton Number of Pretax

Seanh 1niervew Triinirig Cost Employees Cost

72000 5000 27538 104538 20077
General aid Admuuatrarion 25000 51100 .308 3906

Call Ceiur Manaer 5000 1000 O55
Tteni 500 500 l412 2467 IS 44.308

Customer Serve 500 300 1442 2442 Ps 44 308

Service Oprnirn 1000 1000 144 3462 20 749

Marketing 5.000 5.000 19000 4000 147000

lnormation Techrslogy 10000 3000 7Q23 2QQ2 18

81 L226l5

k.s swome sX epet 004sY

lcl569

Preeir value ol seIi 12.745

900314

alcuated value rounded OOCOO

C1cuLsti .n 1aed tv 1csslatson ot the drs olvshueion See report or mote deuiils

Source Xpr et and vD meemem Son otd rn.y nut dd die to rouneling Sec Stterucn Ltmnsn Condstsn

Peter Ott Associates Inc



MI Developments Inc Exhibit 4.1

XpressBet Inc

Cost Approach-Assernhkd Vork ltrcc

US

Salar flta

average

Annual

Ntmhtr of Burden alarv Salary

Catgry Fmpkyee w/ huidn Rate burden wJ hurdtn

31500 20% 45OC
rerd and Alrreniranun 60000 20% 12.000

Ci3 Cenrt nter 000 20% 000 1269

Tdk 20.000 20% 000 462

Citomr rvrre 20000 20% 24000 462

Semee Oprarirn 20.000 20% 24000 462

Makennç 130000 20% 156000 000

lnimiuon TechnoIoy 0QQ0 20% 60000 1154

ouce Xpceet and Md nanmgemenr Sm coala may nnr add dtc toundg Se Srareineni of ntio Condtion

Peter Ott Associates inc



Ml Developments Inc Exhibit 4.1

XpressBet inc

Coct ApproachAssembled Work Force

US$

Salary Data

Average Average iver.ige

Annual Annual Weekly

Number of Salary Burden Salary

Cairgury Empes lw/c burdeft Rate 1%

287500 20% 345000 6tii35

General and Adrnnunatic.n 60000

Call Cu Mmnage 55000 20X 06000

lelkr 00Ci 20% 24000 402

LUtfl1e Seivjce 40000 20% 24 000 42
Sen tee Operatton 70000 0% 24000 402

110000 20% 150000 3000

lnfermalonTecl.n4ogy 50000 20% 00000 154

81

Sourer ePtt and Mrt nagcmnt Sr.me rak riy trot add due to rounding Sr Statcmr or Lvuinng Condtion

Peter Ott Associates inc



Ml Developments Inc Exhibit 4.2

XpresBet Inc

Cot ApproaLhAssemhkd Work Force

US$

lrarnuig Data

Ckubted Trainmg Cct

Percent Explicit oI
Search 1nt.rs4w Veek ol Tune Scnt Iraniri Traiwn Trwwn

Cost Cct TralniAg rarnlng _______________ ______________

Eecute 7O0C cooo 50% 265Th 000 77 c38

urai and Adnimuant.n 75000 i0OC 12 S03 1600

Call Centc Mnaget 500 000 5N 25Th 1000

Teller 500 500 50% 42 1000

Ctiornsr 5eivi 500 500 50% 4o2 1000 l4
Scre Opranrni l0O0 CO0 5O4 462 1000 142

Makeg 25000 5000 12 5Cfl$ 8.000 1.000

10000 5% bl77 1000

ioinot

urte XpreBer aud Mu nemct tal4 may nn add du rônd1r See Sarenii ol rnnnr ndarns

Peter Ott Associates Inc



Mi Developments Inc Exhibit 5.0

XpressBet inc

Charge for the Use of Contributory Assets

US$OOOs

1-r th twlv mri pnod ending ernbee
Asset 2011 2014

Net working capital

Charge 1iteT-ta rate 4.8% 15
percentage Itotal revenue 1% 1% 1% -1.1%

NornvdLwrlkvd
______

Fid 1.et

Chair atter-tax rate 941 941

percentage of total revenue 1.77% 1i5% 57 34
Nornulizecl level 1.6%

Software intngibk

Charge aftcr-tai rare 1440 1.440 440 1440

petentage of total revenue 27% 2.5% 24% 1%

Normatrzed level

Trademark intangible

Tiirge after-tax rate 05i 56
percentage of total revenue 1.2% 2% 1.1 1.1%

Normalized kvel 2%

Assembled workforce

Charge after-tax rate 153 153 151

percenrae of total reven 0% 0.3% 3%

F.tiwtc

Source XrreBei and Mi2 nianacemPrr Sawic als may not add die roundri See Sratezurnt ot Limiting conduion

Peter Ott Associates Inc



MI Developments Inc Exhibit 6.0

Weighted Average Cost of Capital

Xpressflet Inc

Book alue Market lue ffetse ievcred Unleered

of debt ofequny ta rate beta Beta

Selected data fr subject company 20 0% 0% 400%

Alter-Tas Cost of Equity

Relevered beta using selected data fur subJU ompany

Fqutt risk premiwn 10%

Compas risk premium

add Risk tsee rate return on long-term Treacurv bonds 69%

tnadjustcd allet-tax cost of equity 12 1%
add Small company risk premtum Ic ci 28%

add nytemau ritk factor 000%

Subtotal afler-tax cast of equity 45%

After-Tax Cost of Debt

Pretax coSt of debt Ic 00%

Ftimated effective ta rate 40 00%

Subtotal after-tax cost of debt S0%

Weighted Average Cost of Capital

Type of After-lax crcJited

Finaucing of loffil Cost Cott

Equity 800% l5 45% 14 76%

200% go% 096%

100% 15 72%

NoIs Roundd 15.10%

Source Ibbotson SDHI 2010 Yearbook

Snuox 10-year trerury constant snann1y as of April 30 2010

Source 1bboton S1381 2010 Ycarbook 10th decile excess CAPM

Qualitative adustanent based on company-rpecifi/fiature pcrforrnarce estimate factors

Source m1 ok manaaement as of April 30 10

Snurc Some totals ma not add due to rounding Sc Statement of Limiting Conditions

Peter Ott Associates inc



Mt Developments Inc Exhibit 6.1

Weighted Average Cost of Capital

XpressBet1 Inc

USS in 000s

Market Total Total Book Market

a1ue of intereSt invested value value Effective Levered Unlevered

Guideline Com_panies equity bearing debt capital of debt of equity tax rate beta beta

BALLY TECHNOLOGIES INC $2543841 185296 $2729137 68% 93.2% 34.8% 18 1.7

CANThREURY PARK HOLDING 32.391 32391 0.0% 100.0% NMF 0.5 0.5

CHURCFIILL DOWNS INC 527957 11904l 64998 184% 81.6% 48.8% 1.2 1.1

ELIXIR GAMiNG TECHNOLOGIF 32.180 10069 42249 238% 76.2% NMF 28 2.1

ENTERNA11ONALGAMETECII 6.279732 2449400 8.729132 28.1% 71.9% 34% 1.7 1.4

MIJLTIMEDIAGAMESINC 124804 59625 184429 32.3% 677% NMF 14 11

MTRGAMINGGROUP 55775 390540 446315 87.5% 12.5% NMF 0.4

PENN NATIONAL GAMING 245 1327 2302.254 4.753581 48.4% 51 6% NMF
SCiENTIFIC GAMES 1384137 1353.757 2717894 49.4% 50.6% NMF 1.9 1.2

WMS INDUSTRIES 2.901160 9.900 2.911.060 0.3% 99.7% 34.3% 1.7 17

Average 29.5% 70.5% 38.8% 12

Median 25.9% 74 1% 36.1% 1.1

Data selected for subject company 20.0% 81L0% 40.0% 1.1

Notes

Stock price as of April 30 2010

nibined effeLtive tax rate of 40% was utilized in the event the tax rate was not meaningful

Source Thomson Reuters Knowledge database selected year monthly beta

Source Some totals may not add due to rounding See Statement of Limiting Conditions

Peter Ott Associates Inc



MI Developments Inc

Weighted Average Cost of Capital

Xpressl3et Inc

Calculation of WACC for Guideline Companies

Exhibit 6.2

SOLUCC Some totals ma not add due to onrndrng See Statement of Ltmumg Coudjuon

Beta

Eqwty nsk

pretmtim subtotal

176 67% 118%

051 7% 4%

120 7% 80%
277 67% 186%

172 67% 115%

139 67% 93%
14 67% 123%

162 6% 109%

101 67% 12S%

173 67% llo%

Gwdeline Companies

BALLY TECHNOl OGIFS INC

CAN1ER13UR\ PARK 1101 DING

CHURCHiLL DOWNS INC

FLIXIR GAMING ECHNOIfGIF

IN FFRNATIONAI GAMF IF CH

MU TIMEIMA GAMES INC

MTR GAMING GROUP
PENN NATIONAL GAMING
SCIENTIFIC GAMES
WMS IND TRiES

Guideline Companies

I3ALLY TECHNOLOGIES INC

CANTERBURY PARK HOLDING

CHURCHILL DOWNS INC

ELIXIR GAMING TECI INOLOGIF

INTERNAflONAL GAME TECH

MULTIMEDIA GAMES INC

MTR GAMING GROUP

PENN NATIONAL GAMING
SCIENTiFIC GAMES
WMS INDUSTRIES

add RisI

free rate

7%

7%

37%
7%

7%

7%

7%

37%

After-ta ist

oIdeht

49%
6%

12%

7%

7%

9%

1%

400

3%

naJusted

aftcriax

coct ot egtht

5%

70%
11 7%

22 2%

15 2%

0%
160%

145%

16 5%

l3ook vIue

ol debt

percentage

8%

1%

184%

23 8%

1%

32 3%

87 5%

484%

494%

3%

Unadjusted

aftei.tax

CosI ole.quitv

IS

70%
117%

222%

152%

130%

160%

14 5%

165%

15 3%

Market Vilue

ofequity

432%

1000%

81 6%

762%

71 0%

67

51 6%

506%

997%

Weighted

cost

14 4%

0%

6%

16 9%

lii 9%

8%

0%

5%

3%

15 2%

Weighted

co-cl

03%

00%

2%

1%

11%

6%

2%

6%

200

00%

cighted

aeiage coet

of C4pItal

148%

0%

8%

181%

12 0%

10

3%

1%

103%

15 2%

Peter Ott Associates inc
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Peter Ott Associates Inc

PRIVATE AND coNflD1nmu

itbtb .Ljseio

Exeqitiv Vice Presdent tnl Qilef Financial Officer

.41 Th Ilopnienrs

44SjiDse
AuwraO
Cariarbi

DearMrJbci

ftez Intangthle Valuation Analysis AmTote Inttnialional Inc

At your rçquest Peter Ott Associates Inc COtr Moe ba valued the identified intangible

assets of AmTote lnternationa1 inc Amtot ar the 41Cmpany as at April 3O 2010

AniTote has two wholly owned subsidiaries AinTote Canada mc an Ontario Canada

corporation
and AmTote Australaski Pty Lt4 New South Wales Austrak tampa AmTote iS

lead
ing provider of teralisator sejvice tci tb Nprth America pail ittutuel thdustcy arid was part

ala serte of asetsr transferred to Ml Developptertts Inc Md aa part of globaL settlement arid

plan Plan completed by Magra Entertatotnant Cotp 9AEC9 pursuant to Chapter ii of the

Bankruptcy Code effective after the dose of business on April 30 2010 On March 2009

ivIEC together with certain of its subsidianes including AniTote but not its svhollowned

subsidiaries med voluntary petitions reorganization under Chttpter 11 of Title 11 of the US

Bankruptcy Code in the United States Bankruptcy Court of the District of Delaware The filmg of

16 Dewitt Court Markham Ontario C.afldaL3P3Y3
Tel c9O54.713145 9O547fl47
e.tnait perer@peterdtt.ca



Chapter Li petitions constituted an event of default under AinTotes debt obligations and those

debt obligations became automatically and immediately due and payable subject to an automatic

stay of any aqioj-i to cq1lect assert or cover -a claim againt the Company and the application p1

appikable bankruptcy 11w On April 20 2009 the baAkruptt cçUrt granted final approval

authorizing debtors to enter into debtor possession financing facility from sirbsidiary of

MID the maqriy -shareholder of M-EC The terms -of the financing wntemplared that

substantially aU of ME.Cs assets be sold through an auction process -and MEC use thç proceeds.

from asset saks tc repay creditors financial advisor rind investment banker conducted

marketing and asle process for MECs assets No purchaser for ArnTtaes business was identified

and no saleM the Company rook place On February J. 2010 M-iDannounced .thatMBC had

filed the plan iiud disclosure -statement in connection with the MEC Chapter ii proceedings

which provided for among other things the assets Of BC remaining after certain assets sales to

be transferred to MiD including AmTote On April 26 2010 MIQ announced that the Plan was

confirmed by order of the Court ami on April 30 2010 the closing conditions of rbe lint wete

satisfied -or.waivedand the Plan became effecHve following the close dbttsiriess on April 30 2010

The transferrc4 assets were exchanged for--a variety of payments..and assets under- the Plan

MiD requires the fa4r value of the intangible -assetz of AmTote be determined rn assist It in

applying the accounting provisions of the Statement pf.Financial Accounting Standarth No 141k ASC

805 Business Combinations SPAS 141V -which establishes standarek fpr the recognition

meaurement and disclosure of business combinations According to- SPAS lAIR the acquirer

PJ Peter Ott Associates inc



.3

sha1 reeognize as of the .a the idntifiabe sets .cqtred adabiites ii

any non-connollin interest rn cqtnree1 AmTote at their acqixtsitot late fak vahies An

iitsngihe isser is idenie4 Lf it meets one of ether two erzjeia ttis sep abk that capabe

of being separated or ivded from the ennty and sotd tiasfeed ticened texted or ehaged

either uidi iduafly or together with telared contract identifiable asset or liability regrdles of

whether the entity intetida tc do so or zi it arises from contractual or other legal rights

regatdless of whether thobe nghts are tranfeaile çr separable fron the etittyor from other nglt5

and obligations OodwiI1 is at asset represeiting th future eonomie benefita arising from other

asts acquired in biness ombiatroi that nor individually idenctflable and separat4y

recogiiIzed

SFAS 141R defkeb far vaLue to be 1the pre thr woukl be received sell ali asset or paid tQ

ttansfer habLhy tn titdety rasadon bet-ween market participants at the measurement diite

Scope Of Work

Based an the above bjectvea and nf toti the cope of the engaemnr included

ew and discuons wtth key matagement personnel at AnTote including its

xesident Vite PresLdent TchnicaL OperatioAs Director $Qftwa1e Engineering Okector

of Fmance Director of Erittieenng concermng the Company its hIstoic operatiois

identifiable assets and future trends and prospet br growth as of the valuation date

ftPeterQ.tt Associates



review of audited and unaudited AnTote consolidated financial tarenIents for the period

ended April 30 2010 and for the hIstoric years endIng December 31 2005 through

December 31 2009

confdentid ntormition memoranda dated October1 209 prepared for informational

purposes to prospective investors lenders and buyers considering an interest in AmTote

unauthred AmTote financial information provided by managmein sumrtiarizing for the

years ending December 31 20O7 2008 and 2009 track service and ITW fees rebe

product sales and professional seice revenues and associated eke product and

expenses customer track facility These track.were grouped into common customer

tradt groupings described as Tier Tier Tier Dog Intetiiajona1

and Australia

sekcred publicly available information on Magna Etitertinment Cotp MEC MiD the

totalfsarion industry and AmT.ores competitors wctudthg United Tote Company

Ui-ited Tote Scientific Games Obrporatio.n SGc and Ls Vegas Disseminatipn

Corn pny 4LVDCY

ii.ferrnation on AmTotes software developnenr environment and history including the

nwnber of lines of code in the Spectrum Shell Sport Racetech and Term4nal interlace

Subsystem sorware modules

Peter Ott Associates Inc



stock marketbased information on AmTotes market participants in the gaming industry as

well as mar.kt results for stocks1 bonds bills and inflation as reported by Morningstar in

the Ibbotson SBBJ 2010 Valuation Yearbook

iicensing royalty information summarized and provided by ktMJ.NE an interactive

intellectual property database that provides royalty rate information for trademark and

software i.nrangib1e

excerpts
of totalisator service agreements executed between AmTore and racing arid gaming

facilities .a well as listing of key service contracts indicating track contract expiration

date and relevant-coinments

cikulations ofArnfote projeted income tax expense for its three jurlsdictins including

the ijrdted Canada arid Australia as prepared by MiDts Vice President Taxation1

valuation analysis of the selected intimgibk assets of AmTote considering the income cost

and market .approdis .pplicable1

such other iniormation documcntatin analyses and discussions that were ccrtsidered

relevantn the circunistances1 and

preparation of this narrative report presenting the v3Iue estimates .nd ndicarons1 the

methodobgies employed nd assumptions utilized in the analysis.

jI
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Prior to the issuatce of this valuation conclusion draft of the valuation report and exhibits was

reviewed with you and AmTote management and it is undrstood that you are satisfied with the

valuation analysis noted herein

Conclusion

Based on the analysis performed h.e fair value rounded of AmTores identified intaxigible assets

listed below as of April 30 2010 as pressed in U.s dollars is estimated to be as follows

ASSET VALUE ROUNDED

Customer intangibk Fhibiç $7.1 million

SoItwate inuingfble Ethibt $4.0 million

Wagering.equipmenr Eiibir5 $7.5 million

Th fair value analysis and valuation conclusions were based on historical and prospective

information and financial data provided by MID and AmTote Ott Assoc has not

independently Investigated or otherwise verified the data provided and does nor express an

opinion or offer any form of assurance regarding the accuracy or tomplete ness of the ptospecrive

infonuati.on It is understeod that any prospective financial information provided .baed on

pectatios of compctitive nd economic environments as they may impact the uwre operations

of the Company and that management of MID and .AmTote have consistently .ap.plid key

assumptions during the estimation period and hs not omitted any factors that may be relevant

Hi
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In addition the Ocropany and MID understand that an such omissions or misstatements may

materially affect the vaLuation analysis and conclusion

Ott Assoc reserves the right without any obligajion to make revisions to this memoxanduem

and caku contained herein should it become aware of facts existing at the valuation date

which were not kncam as at the date of thi report This report is also subject to the limiting

conditions that appear at the end of this document

if .u have any questions about the ached anatwis or report please do not hesitate to contact

Peter Ott CA CBV

t905 471-3145

EncL

11111
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AmTote OVervilew

AmTotŁ is U.S based supplier of pari-muruel wagerng.servkce including cmpu hardware

oftwre and programming ervkes.priraUy..in North merLca Sales of AmTote equIpment have

also been made to Australia Europe South America and South Africa The Company is

headquartcrd in Hunt Valley Maryand and has oufkos located in Canada and Ausrralia

ArnTots Autralia .operaUon provide primarily equipment assernblyactivities with gnffIcat

cyclical cOntracts from major tote nterprise ArnTot provides front-end customer ftterace

wagering devices .ncluding attended and self-service tote machines and wircles wagering

terminals and ii back-eud systems that Tecord wagers calculate dds transmit data1 and

determine final payoffs and settlementi ArnTotes 30O- employees serve more than 115

.ustome.rs niany rnlovces have over 30
years experienet in the pari-muruel wagering indisny

Soiie of the Companys software and harclwar engibeers have 15 ya-rS ezperiersce developg

and maintaining wagering applications AmTote estimates that it currerldy.3exyes roughly a.thrd

of t1e North American tOte market

ArnTote was origically founded jrt 927 by engInee/inntor Har Srraus Th Coripny

invented the toralicator or rote system and continues to be highlyrespected nd provn

Pari.mutuel wageringis type wager tn which playe betagainsrach other rather- than againsrrhe house

such the odds fr each wager are calculated usiog the rota Ipari1nutuelw pool The Larger the pool the more

attractive the btr coines .for handkapper lparI.imrnidbenar because ehnces art bigger puols have more

accuraiC reflection ifaetual odds

computerized system that runs ari.munjeL beuIng calculating payoff odds displaying them and produirg

tickers ba8ed on incoming bets

hIj Peter Ott Associates Inc



technology platform in the pari-mutuel wagering industry AmTote has designed developed and

implemented wagei ing products for every segment of the pari-mutuel industry ArnTares

technology and service offerings have tecently been selected by new custoners inchiding

and AmTote nianagement ittdkts that it has.ben

migrating its portfolio of multi-year long-terrii customer contracts iwth some contrac not

expiring imril after 2017 from handle-based ra.e fbed fee and capital reimbursement

structure The Company developed new wagering products providing future revenue

opporrunities .lndudthg Homel3et FGbased accÆunt wagering all.owin custOmers to access

wagering from anywhere via the Internet or private neotk ii YokeBet so1utin employing

voice recognition technology that captures customers bet and Ciii Ins ntB.âcing pari-rnutuel

wagering on racing similar to Iive.or simulcast racing bur in an electronic format featuring many

of th sights and sowids typically asociathd with elctroe Jot mtchine ArnTQtes wagering

terminals incorporate leading hardware and sôftare technoLogies and are engineered to withstand

high-volume wagering transaction
activity

Handle racing industry term fr dollars wagered in essence it is the total racCmwk on-track or off amount

wagere rhr can be linked to host raeezack

lsarant Racing machinesare currently ersting in ôdyoric ste Arkansashur efsts are ongoing to.exand

operations thcoughour the US sub jØct to legislative ippravaL.
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New York and Connecticut respectively passed legislation that allowed bets to be placed without

the bettor actually being physically present at the hoar racing track This legislative movement

eventually led to the creation of New York Off Track Befflog Company NYCOTBD in 1978

the Inrnstare Horse Racing Act was passed into law that allowed off-track wagering services to

customers within that particular State and also allowed racing signals to be sent other States

As long as off-track wagering was also legal in the State where the bets were being placed

customers in that State could also place wagers on those respective races Throughout the l990s

the racing industry began to realize the opportunity to capitalize on the ability to expand its

customer base through allowing customers in ther States to place inter-State wagers In 1997 the

National Thoroughbred Racing Association CNTRA was formed to be tht single vQice of the

racing industry and to advocate fOr the opening up of key markets and off-track betting began to

expand to other States Today offtrack betting drives the majority of the I1ri-rnuwel wagering

activity Both interstate arid intrastate simulcast networks link together tracks anti allow for

horserace broadcasts to teach larger audience than on-track wagering Tracks import outside

racing signals that Allow thetn to diversify their race schedule without acruftily hosting rhe race or

expott their signal allowing them to reach additional markets The share of the total U.S

thoroughbred pari-rnuruel racing industry handle attributed to remote wagering has increased

from 15% itt 1986 to 88% in 2006

According to the Jockey Club which is the breed regis-try for all thoroughbred horses in North

America total US handle en thoroughbred racing the tuost popular type of horse racing was
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etirnated to be approximateLy $12.3 hLlliQn in .009 of which 89% represented wagers made away

æom the host track such as at OTBs other tracks or via Internet and telephone wering The

advance deposit wagering ADW segment has outpaced.overall paii-rrtutul industry growth in

recent years and the largest volume of.ADW wagers in the US were processed through the licence

at multi..jurisdictionul ADW Wageting hubs In 2000 the United States Congress amended the

Inccyccue 1-hrse Raciig Acc of 1978 to clarifr the legality of wagering across State lines by telephone

or other electronic media and the co-rningling of pati-mutuet wagering pools Late ht 2006

Gongress passed the UnlLLwfül Irueræt OarnbLirt Enforcement Act of 2006 to maintain the status quo

with respect to wgering.activities coveted under the lntersiare Horse RadngAcr ThisAcr specifically

excluded from the d.finkion of unlawful Internet gambling any activity that is aIlowd under the

hiteswte Höise Radng Mt of 1978

By the end of 2007 pari-muruel wagering was authorized in 43 States in the US Puerto Rico all

Provinces iii Canada and approximately 65 other countries around the world The North

American parimutuel nwrket for all forms of pari-mutuel wagering has been estimated to be

approximately $19 billion in 2006 down from approdmateiy US$20 billion in .2000 This decline

is attributed primarily to compeunon fron other ginning activities such as casinos lotteries arl

on-line gambling arid iO other forms of Individual and family entertainment such as movies

restaurants and the Lrernct

ADW form of wgexiing in whidi an individua deposits money into an accounr with at entity aurnorized

conduct wnering cben uses the account funds to pay for waRers made in person by telephone or throgk

communicatiOn by other eletfonic means
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Competition

ArnTote is one of four industry tote providers United Tote.ompanyUnid TQtc owned

YouBet.com Scientific Games Eorpotation owner of Autqrote Eaterprie Inc Mtotore1and

Las Vegas Dissemkatiori Company 1LV.DC Competition outside North America is more

fragmented with competition being provided by several interrtationI and regional companies

Scientific Games Corporation SGC1

SOC originally named Autococe Corporation was incorporiited in 1984 SOC indicates that they

re leading worldwide provider of high-volum real-time transaction processing parl-mutue

wagering ssterns to horse and greyhound racetiacks QTAs casinos Jai-Alai fontons tlephoæ

and huernet ccoint wagering operators and other establishments where patt-mttttel wageting is

permittd. In th United States Oerman Sand lrelnd SOC .provids the necessary equimerl

software and maintenance services under long-term facilities management contracts that typically

have minimum terms of five years and are paid fees equal percentage of the amount wagered

particular event SOC also charges fees for extra equipment and services particularly for new

terminal rQdls nd equipment levels or srvice that eccd those oiigial contracted for

Internationally they seU pari.mutuel wagering systems licensed operators and may provide

ongoing fee.based support services tinder long-term contracts SGC pa.rirnut.uel systems utilize

proprietary technology that facilitate .seure high-speed procesairjg of wagers rnade on partleular

event and the calculation and display ofbeing odds particular event In 2006 SOC started

to migrate the.ce systems intO two new specia1purpose enterrse-level corputing data centis one
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iocated ifl Sacramento OA and the other in Mount Laurel3 NJ Separate systems remain in

Catiada and Puerto Rico

SOC runs the nft-rack pari-muttiel wagenng operations in Connecticut The Connecticut

operations had total wagers of approximately $202 million tn 2009 coqsisting 12 0Th faciljties

including idco simulcasting at nil locations and telephone account wagering for customers in 11

States sac also holds live flTB licences within rht Stare of Maine They also ar the exclusive

licence operator for pari.muruel wagering In the Netherlands estimated to be approximately $40

million in Z009 oririnating from four racetracks and 20 OtBs under licence that expires June

SOCs Diversified Gaming segment represents approximately $204 million in total revenues in

2009 decrease from $240 million in 200$ attributed to softness in the acing arid venue

management businesses resulting from lower handle and negative foreign ekchange impacts

On January 27 2010 SOC entered into an agreement to sell its racing and venue management

businesses to Sportech for nggrçgare consideration of $75 miliipn comprised of approximately $30

millior arciosing $32 mithoh in stock and $10 mitliort in deferred cash coflsideration payable in

September 2013

United Tote

United Tote was founded in 1959 and designs manufactures and operates pari-mutuel gering

systems for more than 100 tracks and other facilities such as OTB parlors casinos and Jai Alai
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frontons Many of United Totes colnncts prtvide that it will receive percenge of the pan

mutnel wagers for which it provides tctalisttoi services As the amount of pari-muruel Wagering

change United Totes revenues increase or decrease correspondingly according to the contracted

agreement majority of United Tores revenues are derived from .sezice.contract principally for

the installation and operation of pari-mutnel wagering networks i.e accenting wagrs performing

odds and payouts calculations and calculating payouts United Tore charges tracks for rhese

erciccs either by transaction coum or by dollar volume United Tote has indicated that its sUccess

depends on new product development and technological advanements including the

development of more advanced wagering terminals Unire4 Tote has ndictcd that the continuing

credit crisis increasing unemployment ind stock market- declines have i.pucted the ability of

contract mets to continue operations at current levels

Youbet.com acquired United Tote in February 2006 for considertion yalued at 3L9 million

plus the assumption of approximately $14.7 million of debt primarily rehited to the financing of

equipment placed at United otes track customers At the time it processed more than $7 biUion

in handle annually on global basis approximately 90% of which is North American pati-muniel

based It supplied pari-rnutuel tote services to approximately 100 tachng Iircilittes in North Ameiica

and additional facilities in number of foreign tnarkets as well as providing technology.arid pari

mutuel horse racing content for consumers through internet ad telephone platforms lt February

2009 Youber.com concluded that the carrying yakic of United Tote was impaired arid recorded an

impairment charge of $11.2 million as at December 31 2008 which Included the etiinaon of
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$.9 million in goodwill and reduction in the carrying values of computer quipent and

intangible assets

LVDC

LVDC was founded in 1988 and ts privately owned corporarkn that provde package of race

inrwarin pari-rnutuel omrningling satellite racing signals accounting and banking services to

Nevada and non-Nevada customers LVDC the exclusive pari-nuuuel service provider for

Nevadas gaming industry and major outot-state casinos such as Atlantis Paradise island Casino

bahamas Oicie oi Gold New Mexico Elite Turf Club curacac Foxwoods Resort Oasino

Connecticinl Meswkwaki Casino Upwa and The Stbles.Oklahoina LVDC indicates that jt is

Nevadas only licensed tem operator for pari-mutuel wagering and holds three non-restricted

Nevada gathig licences as disserninatot live broadcast diseminaror and pari-mutuel systems

operator
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MEG however most of this amount was written off
part of the bnkruptcy proceeding Deferred

income taxes Bmounted to $4.0 rnllion
representing prrnarily the tac affected timing differences

on investments in capital asscfs

Tabk Adjusted Summary Income Statement US$s
December31 December31 Deccmber 31 December 31

2009 2008 2007 2006

Revenue 38448.379 33727732 40624317 46627523

oOoodsSod 24.901696 21006040 26750106 33604216

Gross Po8t 13546.683 272l .692 138742.11 13023307

peiaungExpense.s 8831.695 10.75543 .11241774 6138792

Opera gProflt 47J498S 1965257 2632.47 6884.515

Othei lncorne/xpense 4362710 4964503 456Q294 2-528257

Income BeoreTkxes 3-52278 2999246 1921857 4.3156258

1ricoiiieTces 119775
_______________

1481l2

Adjusted Werlncome .232503 2999246 1927.85 2875130

Souice AnfVot atidked finandaF sarennr Some totals my nor add due to rounding

AinTote has two primary sources of revenue earned prindpnæy from racetracks sales of products

Hnd professional services $9.8 millioi for 2009 arid serviCes revenues $27.8 mithon for 2009

Between 2007 arid 200 ArnTot7s revenues declined compound average of .-L8% annually

largely the rcsult of fluctuations ln the level of product sa1e DuTing the three year period between

2007 and 2009 gross margins have tanged between 34.2% 2007 nd 37.7% 2008 of revenues

while operating expenses on nrmaiized basis and xc1udfrig depreciation ranged between

22.9% and 31.9% of revenues Operarng profits before depreciation expense have ranged

between 5.8% and 12.3% of revenues Depreciation cos have varied between 10.7% and 13.7%

oi revenues
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Intangible Asset General Valuation Methodology

Based on diciisiort with AmTote mrnngement two intangible assets were separately dentifiabIe

from the AniTute acquisiron lair value namely software and customer contracts Three differeii

valuation approaches were consLocred in determining the fair vakic of each
asset3

i.e cost income and market approaches Whik each of these approaches was considered the

nature and characteristic of the subject asset indicated the .appToach or approaches thatwould be

appLicable

Cost Approach

The cost approa Ii is based on the premise that prudent irwesror would pay no nore fo .nasset

than irs replacement or reproduction cost The cost to relce the asset would include the cost

consrrucrLng similar asset of cquivaknt utility at prices applicable at the thr fthe appraisaL

T0 arrive at an e.tirnate of ftir value using th approach the replacement cost new is

detennined and ieduced for depreciation of the assets Jo this context depreciation has ihte

components physical deterioration ii functional obsolescence and ili economic

obsolescence Physical deterioration is an impairment to the condition of the asset brought about

by the wear and treat disintegration use in service and/or the action of the elements

lurictional obsolescence is the impairment in the efficiency of the asset brought about by such

factors as over capacity inadequacy or changes technology that affect the asset Economic

obsolescence is the impairment in the desirability of the assc arising from external forces

legislative enactment or changes in supply and demand relationships
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Income Approach

The income approach focuses on the income-producing capability of the assct lie underlying

premise of rhi approach is that the value of an asset can be measured by the present worth of the

net economic benefit cash receipts less cash outlays to be received over the life of the asset The

steps followed in applying this approach include estimating the expected cash flows attrihurnble to

the asset over its life and converting these cash flows to present iau through discounting Th

discounting process uses rate of return that accounts for the time value of money and investment

risk factors Finally the present values of tl- cash flows over the life of th asset are summed to

arrive at total indication of value of the asset

Market Approach

The market approach measures value based on what- other putchasers in the market have paid for

asse whic1 can be considered reasonably snnilar to those being analyzed When the market

approach is utiJized data is collected on the prices and multiples paid tor reasonably comparable

assets Adjustnient are made to the values of similar assets to compensate for differences betweer

reasonably similar asets and the asset- heing valued In the case of equipment for exarnple

adjisrments might he made for capaci accuracy or output per unit of time Application of the

market approach resitlt in an estimate of the price reasonably expected to be realized from the sak

of the subject asser
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Valuation Analysis AmTotes Spectrum Software Technology

The AmTote Spectrum Wagering System provides to the racetrack and reiated gaming industry

cost effIcient nenvork/hubbased totalisator solution that is based on combination of mostly

propdeiy and some commerciallY available software and hardware technologies .AinTore

management believes that the Spectrum solution is able to provide the most reliable industry

availability or up time executLn 23 hour race day The software is cpcible of processing over

12000 transactions per
second and to dare ha operated for more thri .2 million racing hours

with an up rime of 99.99998% AiTote Spectrum system is sclaNe enabling additional racing

associatio.s or regions to be added onto single hub Thth offers savings to customers primarily

through 1ower.telecomrpuicarion and labour cosr

The Spectrum Systen sewers are locatd at AraTores Uut Valley1 Marytand location as well as

outsourced data centres in Ontario Q9 Networks and Oregon Via West AniTores setvers are

designed to operate reliably with two duplexedservers and hot-hack-up or secondary systems

ArnTotes Communications Interface System cIS connects Spectrums reotc rrminals and

deyices located ai the various sporting or wae.ring fai1iiies to its hub location CIS

designed fr maximum reliabilay supporting connectivity to all local or rerrote equipment and

peripherals

The Spectrum software works with riety of wagering terminals tliit employ AmToi-es

propriery terminal application .sofrwate Each terminal used in the to.te system is built by

AmTote based on an Enrel processor and Ivticrosoft Windows operating system These terminals

Peter Ott Associates Inc



arc debigned to be extremely fast and -easy-tuse thereby increasing the self-service usage and

lowering teller involvement at the track Individual wireless technologies can also be employed by

the Spectrum system by both tellers and rac patrons using the same interfaces employed by the

wagering terminals Based on Microsos Windows CE platform the terminals are designed to

take advantage of newer technologies as they become available

Telephone account betting can be accowjuoclated through Spectrums Telephone Bening

Terminal this service offers an automated accom.tnt wagering front end through an account

wagering call centre VoiceBet is voice recognition account wagering system employed at

number of on-track and off-track betting facilities According to AmTore management VoiceBet

provides near teller performance at fraction of the cost and can streamline customer service

operation by providing automated odds race results scratch ninners and account deposits

withdrawals VoiceBet is in operation at variety of facilities including Philadelphia Park

NYCOTB and -Seabtoolc

AmTotes Spectrum system also enables race enthusiasts to bet from home using 1-lomeBet -a PC

application available through the Internet or via prMte network

AmTores TrackBase/Playct Tracking system provides racecourse management with Teporting atd

player incefltive programs TrackBase is relatioywl reporting -package that allows for moment to

moment financial reportimig e.g providing yesterdays or last -years race results or handle statistics

Spectrums Playet Tracking analis -and demographic reporting packages assist tracks or wagering

facilities to determine which race products are attractive to the public TrackBase supports
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customizable settlement reporting pplictions allowing asociation.s to perform inter.rrack

wagering eLtJernents as sponsored drough the Thoroughbred Racing Association and pari.mutucl

industry in general TrackSase also stores all IRS/WZG data wth associated ticket cashing

inforwation that ctn be used for actual IRS filing purposes

AnTote has developed the ability to extend the capabilities of the Spectrum applicatiou to third

party applications through real ti.ne Web Services Oatway and through.a real-time Qperatiopal

Data Store ODS The Web Services Gateway allows third-pat applicatio to initiate

tTansatons On the tote and the 015 bets
thirçl-party systems to incorporate thar data into their

tmnsactjons

Description Spectrum Wagering Software

AxnTote management believes the Spectrum System provides all the basic functionality required by

the totalisator industry with few limitations to end users The iciliowng descripron of the

Spectrwn software was developed from information provided AmTore management and is

divided into three software component the transaction shelL ii the transacti apllmti

and itO the operating tern

Transaction Shell

The transaction shell component was developed by AznTote to preserve strict database integrity

rnaintait applicton independence from the operating system and achieve high throughput rate

required by the wagering industry The transaction shell specifies the nteratiort of the rekirne

processer
associated with Lransaction processing without inrerferir with cipplication specific
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processing This design substantially reduces the operating system overhead requirements of each

transacdon and provides the application program the ability tO use the full furtcUons of the

operating system for non real4ime critical opeirion

Transaction Application

The transaction application component is the Part of the system chat pnderstands the specific

requirements needed to support customer needs The application validates whether the

incoming message is bet ii validates components of the messge against the application

database iii updates the pari-mutuI pool and iv logs the bet wager for later retrieval The

application also configures the facility racing day and provides repor and other information

needed by the customer

Each process is designed to segregate applicatiob independent modules from application

dependent modules cixcilat buffer resIding in memory called the sync buffer is shared
by all

processes and provides the mechanim for sequentially processing each rrasaction process

All rransattions as they flow through ArriTotes Spectrum Wageting system follow similar path

that invQlves an input process where transactions are received and qutued for validation against

the racing database e.g. each bet is chedced to determine th the terminl ks alloed to make the

wager ii the iequsted program race and poe1 defined are open for betting and iii the

requested bet value is allowed for the pool Invalid tran$actions are returned to their origin with

an appropriate error message

II Peter Ott Associates Inc
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FoHcwing validation the rransactions are placed in the sync buffer The software updates the kn

cor dahase and figs the transaction so that secondary transactIon shell knows it able to be

processed No response is sent to the wagering terminal until the secondary processes have been

ontpkted ud the pi imary syeui Irns received an acknowledgment from the secondary system.

This design concept in on-line transaction processing system mitigates the risk of lost dra that has

been processed ticket is not printed untiE all database updates have been properly recorded

The output process is the last process which passes the formaed response to the communication

network

Commands are used to control acid configure the proprietary applicat.ioti database e.g creAte

racing program start the price calculation add tellers create terminal configuration etc ach

command and report involves separate process and commands re executed asynchronously from

transactions arid are also stored in the syric_ buffer for piocessing in restart

Th
processing day is dvidd into rwc parrs the on-line tratiaction processing and ii dayend

cleanup During the day.nd cleanup phase no Tanactions are able to bç proessed AxriTote

indicates that it requires two minutes to be set aside For this process

Operating System

AnTotes application software operates on Microsoft Windows 2003 Server opeatmg system

Microsoft Windows 2003 Is relied upon for system management utUties rape backup utilities

Peter Ott Associates Inc1



computer-operator comTnuaication file management utilities ob scheduling print spooling and

other program development fcflities

Tç maintain the financial
integrity within thc.Spectrurn System wagering rrtnsactions are posted

to several different areas of th database thereby enabling cross validation Additionally part of the

normal day-end procidures recreate and compare various components oI the database to their real

time counterparts thereby providing both manual and automatic data integrI check

AinTote has developed betting and system usage monitoring system based on che.ODS and

Microsoft Share Point .A series of rules have been developed that could signify irregular betting

paterns fraudulent use of the system or possible irregularities with the undedying pari-rntuet

event Should one of these rnk be triggered the event is logged on SharePoint Web portal and

emal notification is sent

Programming Language

AmTores.Specrrum software is completely coded in ANSI with strong emphasis on modular

and paramerer-drivn approaches to .mctional design AmTotes TrackBase -system tson SQL

server and the yste.rns primary reporting package employs Microsoft Access

Peter Ott Associates Inc
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Software Valuation Analysis Relief-From-Royalty Approach

Ic calculate the fair vaiue associated with ArnTotes software intangible relief-from-royalty

vluatiori approach was employed The 1-elief-from-rQyaky method invoves valuation of the asset

based on incremental cash flows accruing to the owner cf the software technology by virtue of the

fact that the owner does not have to pay royalty to someone else for use of the asset hibit

summarizes the relief-from-royalty calculation and indicates the details of the valuation calculation

Revenue ArnTote management indicates that the Spectrum software is expected to contribute to

all of the companys projected revenues that would he applicable to it current software and have

forecastec the following amounts

Table 6- Projected Revenues Applicable to AmTotes Software millions

Period 2010-8 201 201Z 2013 2014 2015 2016

Royalty rate applicable roygky rates were based on software royalty research employing the

kdvllNE intellectual property database5 that aurmnarizes royalty rates actual licence agreements

and detaiLed agreement summartesptovided from publicly available sources such as the SEC and

ii actua licensing agreements entered into by ArnTote predominantly with incernttional

cwtOmet.s and th royalty rates impited in those iigreemeflts

The ktMINI database hs repository of some 12000 12 licence agreements

Peter Ott Associates Inc
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Tabes md sumnarize the observanons of 628 kexsing trnsacrkn related to sofrwre

techno1ogie from the kIMINE dttbase 1ased oi liehsed
gross and it sales ryernies nd

provi4a 4jor ofapplica14e royalty rat

Thw QaiL

.Mn

Thle 8- $ôftware RyaJty Raxes lased Oi Licence et Sales

axunii
Thttd Quartile

1dian

No fob

Gwex the xatUt of AmTotes softwaie arid the relattvely iargins earned by the Company

licensing royalty rates th first Quartile ibutionwere consider most applicable

ILAssoCates hit..

Table Software Royalty Rates Based on Licence Gross Sales

Max

66% 66% 7000%

IS00% 2125% 3500%

5P0G%

o% oç%

11 45% iS 7% 21 22%

.87
125 125

NetSA1e--
10000% 1O00G 1t00%

.500% 40O

T.1i8.O$%

5.0% 70% 1000%

..

17J7% 2t4B% 267%
7j7

5O3 03



AmTote 1uenses ts software technology irtternationally w1re ir is pd vatiaNe royalty rate

based on penentage of handle lndisussioris with AmTc anentertt wa deterunned that

a- inferred royaltye could be cfeterrruried frorr these transaqoi by es naring copanys

issociated revexwe Expressed as- pcrcentage of 1nd1e these associated facthty tevenues we

indicated by AmTote rnanagrnent to be approximately 10% of handle Table below provides the

sbutin of the inferred yytea thA- Totsternationat cutornrs that

Spectrum softwaze technoloes on imiited basts Ar owner of th oftwae techrnoogLes

AinTote hab the abilIty to cntrl and license its oftwar techn1ogre broadly and Ii suit

bgber royalty rate withrn the range of royalne wod be considere4 iipproprtate.

Table 9- AmTote-based Software 1oyRtes

VwabteRoSiky

ewnues tite4yatr

030% 10% 3.00%

045% 10% 4O%

Q40% 10%

041% 10% 4O%
027% 10% 270%

op% 10% 500%

1% Biented rate 091k O%

Based on the above rnformation rnatket-derived royalty rgte of $% was eltctedar aprcpate

lot AmTotes software Intangible in order caleuIate the projectcL royalty ots that Am1ot does

tU .Pter .Ott As- dates Inc



not necd to incur by virtue of the fact that it is the owner of the technology This royalty stream

was estimated to be incurred until 2016 i.e the esrimated life of AmThtes software technology

Acc.ordirg to AmTot mttnagemtht three FTs are emloyed in managing and airitaining the

software intangibte for its internarinal customers and thir cost was estimated to he 15% of royalty

re.vCnues and wa deducred front ihe projected annual royalty rewnues in order tQ estimate the

jrojected cash flow.

Income tax expenses were calctilated employing AmTotes US tax rate of 4Q% A1teiax rovlri

were calculated and discounted to present value using discount rare of 23%. lnformatioa on

the selection of the discounr rate is provided Later in this report

Present value of tax benfir the amortization of the tax bneiI is based on the following

aumpvion 100% of the estimated intangible value will be amortized for tax purposes over ra

15 year period li the ta rate assumed to be 40% and iiO the tax benefit is dicouttecl to

Oreselit vahe using the applicable discount rate for he software intangthle This amount is added

to the sum cf the cash flow
pre.ertt values..calculated ahov

Exhibits 2.1 and 2.2 indicate the details of the software intangible valuation caLculation .emp1oyth

the relief.-.from-royalt-y income ntethod and specific details of th royalty detminatlon The air

value of the .software intangible under this valuation a.pp.rQch was indicated to be $.8 million

Peter Ott Associates Inc



33

Software Valuation Analysis CostApproach

The cost approach estimates the amount dnit would have to be spent to recreate the e.xistng

software programs of the same functional utility itt applying the cost approach esrimtes of

persor mQnths reqtfred to reconrrucr software system of equivalent Iunctiorl utility were

multiplied by the current loaded cost per person
month to create the softwares replacement cost

Few companies maintain deraied records of their software personnels involvement in vatious

cowputer software development pwjects As result several software cost estimation rnodels.have

been developed to convert software size estimates to person hour estimates The most vid1y

accepted of these models is the Constructive Cost Model COCOMO which was developed in

1981 in 2000 an update to the model was released cafled COCOMO that adjiird the model

for feedback received imi improvement.9 since the model was initially relejised

The COCOMO 11 effort estimation model is described mathematically as follows

PM Ax Sizet EM

Where 0.01 I15.SF1

and

PM Person Months

.90 .7ó for COCOMO 11.2000 business applications hased on paper presented

hy Brad Clark and Don Reifer to the 22nd International Forum on OOCOMO an

Th amount of trne one person spends working on software development project for one month The number

of person-hours rem peron-inonth h55 nuimnal value of 152 hours per person-mouth whith excludes rime

tvpicall- devoted ro holidays arid vacations

Peter Ott Associates Inc
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According to ArnTors reaords the aveag env dee1oper is sppro tately US5i pet hoih

based on 173 bout work naonth AritT detetmtbedthe overhead burdeta to beO% resulttnf

iii the average cost per month fot an AnTote rr ydoment yee to be 2ppronxni1tely

1U52O per montE This labottt cost pt person per month was tnu1tipIied by the esthuated

number OFperson rnonth rnved at using the COCOMO II model resulting In the usicutated pxe

tax emt to develp the software cn.mponeots Front this prrax cost income ta expense was

deducted to arrivC at Cn afterrax replacement coat ofpproxhnatety $39 mWiorr

An edusrrnent for the athortizatinn of tax bedefit was added to this amount to errive an

indicated va1u ofapproximn.ately$43 toillion Exhibit 23 indicates the caieulaeiram Involvtd in

applying the depreciated rpIaeem Ot of sofnm value anedyis

Estimated Software Value Cost Approach

Based on the caIculationn dascribei aboveernp1oyaig both the effronnroyàbr nd depreciated

reptacentena ost approaohc and doctmepred in Exhthit ZC throuh the reautting value fr

Amn.Totes Spe Irum okwaxe intangthle ranid bctweet $38 milinthi an.d $4 nlinTh fair

value 1w AntTots Speptrum Softare Tebn.otogy uangibh was estimaie4 to be

FOUR flLtON US DOLLARS ot

4OOOOOO

Peter Ott Associates Inc
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verag0

expected to

accounts The

Msteilce SIOC

contract livc hr rang

hough some lines are on in single year rcntract

extensions Sunda to Tier ccounn Am Tote

management believes that it would be costly

ndertahin for tra ks to replact their It ta isator

seivce mc wrier by evei shorter cc ntract rms are

expected ut future

Urog fiscal 2009 average revehue tgures

manageme it coirsideied
per

track mae we of

$320000 to be consetvariw and no growth or

decline itt reverts es has been aseunred clu itag
he

forecast penod Gross art operating profit margins

art lowet than the her cusrome at approxunately

54% and 21% respecttvely and are line with

management cape ctations

ao mtr

Nsa

Managerne nt Comrrtents
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ii enscd Because of the hardware nature of thrt

buinoss ni softwai onrrrbuiory asset aigr

ap lied to Austriha sak

lieu SeUmg nnerd and Administration costs

til lln era irninisnancucoats hr 2008 2009 nO the It

10 2t 10 it notarized see Exhiba 13 Indirect call ecnrc and hub

it ii live vice revi flues for thc 2008 and 2009 fiscal years were
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Amortization of Tax Benefit

An anount ddresing rhe arnortitior of tat benefits was calculated based on the fo11oitg

assuinprions 100% of the estimated asset wlue woLid be arnortize for tax purposes over.a 1.5

year period ii the tax tate Is issimd obe 40% and iiithe tax heiefit is dikoun.Ød to presett

value using the 23% rate inferred from the transaction The Um ofThis.cajcutatcd value was then

included as component of AmTores customer contract value

Indicated usto.mer contract Value Income Approach

Based on the calculation described above and detailed in Ethibits through 1.12 and the

r.su1ving fair values for AmTotescustome contract intangible aTe $7.1 rni.thon

rlie recommended fair vdue of AnTotes customer contract intaiibk at April 30 2010 .i

reasonable stirnated as

SEVEN MILLiON ONE HUNDRED ThOUSAND US DOLLARS

$7.jOO0Q

Peter Ott Associates inc



Valuation Analysis Assembled Workforce

Overview Assembled Workiorce

Employees possess eperise and knowledge specific to company and are important ustairiig

the profitability and continued growth of the company In the pari.mutuel and sports hook

wagenng indusvr the existence ol experienced executive sales software deveIpment and other

tiela empOyees are important tssets An ssemnbled workfore involves cost .o loCit screen

hirt and train considctahl expenditure is made to rtüt employees and rduc ruræcve In

addition the more specialized the employees the greater the cost of their assemh.ly and the greater

thci potential value to the cnterprie

Assembled Workforce Cost Approach

The valuation analysis of the assemhkcl workfotce estimates value by determining on

replaernent basis the cost to locate and train new employees in- their new posirfons The fair

v4lue simate of the assembled workforce is epi-esented by the assemblage cost ayoided

Assumptions

Accoiding to AniTote management 306 employees continue in the employ iI AinTOtt .pos

transaction For the purposes this analysli employees were classifted as executive

admimsrration programming and erigineering purchasing and mnanufacwring field support field

raff permanent fi1d st at and huh. Canadian employees were separaIv

considered under field support field permanent and hub

1I Peter Ott Associates Inc
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in performing the valuation analysis AmTotc management exduivcly provided data its

workforce The analysis wa premised on 40 hour work week 2nd 52 week woth year ii

seath costs were based on percentage of average annual saltiry fQr executi administration

program/engineering stall and field support in Canada and estimated to he 20% of
average annual

salary to enlist the services of search finn for other staff positions cost of $500 was assumed to

advertise the vacant position iii interview costs were assumed to be $2500 for the executive

category $1000 for program engineers $500 for administration and WO for all other staff

groups iv training costs assuming training ott half-time basis and the number of training

weeks by cmploye ategory were hasd on an assumed week
training period for each emplQyee

group The nuinbers.of training weeks were multiplied by the costs per
week ad rhe percent

spent training to calculate the estimated total training costs Consideration of the above variables

provided the basis with which to indicate values for each employee category

The costs associated with searching for and training AmTotc employees were sumn.Ød to arrive at

an indication of total cost per employee The costs for each employee category were then

multiplied by the corresponding number of employees ii the respective category to arrive at the

total cost per category From these pre-tax costs income tax expense was deducted and an

amortization tax benefit similar to the customer contract intangthle was added

Peter Ott Associates Inc
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1udicatd Assembled Work Force Value -- Cost Approach

The reu1ing indicated value for assembled workforcc uIng the cost approach on replacement

bails was cakulated to be $2300Q0O Exhtbts 3.0 through 3.2 provide details of these

lcuIator

The recouunended ía ii value of ArriTotes assembled workforce as of Apri 30 201.0 was estimated

to be

TWO MILLION THREE HUNDRED ThOUSAND US DOLLARS

$2300000

Peter Ott Associates Inc



Wagering Equipment

Oerew otWagering Equipment

nTot owns gerig equipnwnt and tote boards used at tracks and other facilities to which they

pjovidt 5evices This Łquipnent wk4ch Ia ri facvwedby AinTote Includes wagering terminals

that ne dsslgned to be user friendly and comprise Inteifac screens in icroproeessors memory and

ptrphtal controUers thermal printers optical raders and power suphes The terminals may

aho have fllacceptt that emibksrhe custQmCr to use any combnadou of wixmipg ticker credit

veucher nt teoey to place

There amthree generalUi recognized approaches to rh deterrnurntion of equipment values CO5t

ilaakstoxnparism and iiiincome The uxpproach isbasedon the principle of substitution1

prpduet bnyØrsw pay ho tuore f.ot property than the os of aequirirag substitpe propecry of

equivalent utility lJidn the saies eonipatisn approach malthine prices ate adjusted compared

to he prices paid lot assets comparable die equipment being appraised Recent saics of assets

dentical to rle subject tetminl that provide comparahle or equivMenr utility would be considered

audth the cue ufAinTte djrect match to art identical aaset sale was dvloped

AmTtes wagØirig equipment is recorded nd identifiØd Iry tracl or facility arid this

was surrmaried Exhibit 5Q suinmarire AruTrezs erall wagering equipment In use at

customer nack facilhiis or located in its inventory Exhibit also provides comments made by

dti the cunent 5tCi of the eqnipnent nd the equipments estimated fair value

This infoqnation mrs reyIwed with Mn Wilbur kirmeman AmTote Engineering and Ms Deb

Page MTote Administrtion who ate directly involved in the management the Companys

Peter Ott Associates Inc
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Iv 5k bb iumsrrzes their comments so tie status of the vanous

.3

Jh Peter Ott Associates Inc

ci ef ssmodeL

Value ci lenin sal and Wagering Equipment

ommenes

ry

pit ei tly veI ped 5111 of materials indicar cost of

ii 341 adeioect shout hours of labour tuasseroble 43

$40 pci it it $2 \sscn bled con is $36 16

ci aRies die P3000 at $5200

cost late iv hnolopy tate of sit tend to move to

muSk iw tobi with gulations this will Ic .trouti fo

vi in cc Ic teccuack

nicd epSon is it sob Is $361 pet unit

pr cd plac to inc assuming 30% deprceiatto ctor
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Bquipment

dedicated ielfsernce te al and use

Amlote does not bwld new equtpment is replaced the

terminal technologically

North American ttacks prefer se1fservic terminals due to lower

human resource cosm International tdcs with lower labour

costs prefer more service and use more serviced terminals

Ieases approximately 50 P3000 terminals for which

AcaTote earns $60/wmk per terminal and is the only location

outside the US where this equipment is sold

Existing equipment inventOry is used to mainmin the North

American tracics and is created as spare parts Some equipment is

becoining obsolete and difficult to find Most frequent repai

issues involved with the LCD rouchpad that requires frequent

replacement ch iudicated cost of new rouchpad is $510 Ticktt

readers are $700 and Nil acceptors $500 though these may

become obsolete because of changes in the design of the US$100

bdl

fair v.due of $100 assigned to P3000 and V3000 to represent

value of spare parts i.e to keep existing terminals at ttacks in

use and functioning

Due to the extensive use of the equtpinent within existing tracks

an mdicated fair value of $220 was selected for this equipment

Indicated Pair

Peter Ott Associates IrIc

Comments
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the in ts ol internationally

is es it ks purchase handheid no directly

Hi re purchas Cd Sir isnn Qi that cost approx mately $750 per

an cdl

un 01 ly nc Ii ted 1ogy usually magnenc

ii bin ablea player nun bets require

if ttf itit CU 15 cally required to pit rct the

rrC dhelds are subject to wear and tear

pairS 114 ackaa soar

Peter Ott Associates Inc

iii liii

vii oni betting

it ii ar limited in range due it regub cry

vi Ii yal iv juirt mci 15 to plict is at eke track

cPu
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Station Nd demand for bet statiQns conidcred furictiouUy stkt

Limited va1se iii spare parts aod not sold wrernarionatly

Bet Stations arc located in limited number of customer Locations

buc nor bem used extensively and considered obsolete

indicated fair value of Bet Stations to be $0 per unir

The product of the wagcring equipment in use and the estimated fair market value of the

terminals were summed to indicate the fair value of the wagering eqüipnient see Exhibit 5.0

This amount was $7468444 or approximately $7 million

Indicated Wagering Equipment Value Sales and Cost Comparisot Approach

Based on the calculations in Exhibit the indicated fair value of AmTores wagering equipment

arid related fixed assets in use at track and other wagering facilities is estimate to be

SEVEN MILLION FIVE HUNDRED THOUSAND US DOLLARS

$7..SOOO0O

Equipment Comments

Model ___ _____
icated fair value of handhelds to be $OO per unit

indicated Thdx

Peter Ott Associates Jnc
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Cost ofEqufly

To istiitte he cGat quy fin Lng ar adjusted verskn the Czpitl Asaet Pricing MdeI

cAPM as tised The CAJM measures the return required by irwestota given the companys

oak prffi Thia rpodd as adjusted is prssed arlthmetcaUy by the following eqijatiom

where

Cost of equity 1inneng

if Rizinfree rate o1renirn

rieasu of the leveL of uoidivemiflab1c risk associated web gu deline ompiny

Maiket eutiy rIkpreipiurn

Small stock equityrisk reeiitai

iXzuystematllconrpeny$peeiflcthk factor

EUskFree Rate tRetUræ

The yield to ruaturhy on i0yea Treasury bond was used to approximate the risk-free rate At

Apr 30 010 the Ie1d to maturity an l0-year Treasury constant maturity bond was 369%

I3eta

Beta was dev.eToped ftàrn srudV of the stock betas 0f the guIdelIne companies The stock betas for

each of the uideIbre companies were reported by- Thomsoc Renters rrowledge database and

were calculate4 1srg yar nionthtyrtuns from 2005 to 2009 In order to addst lot the effect

of financial leveffige on each ccthipaiys beta the stock betas.ware fint unlevered based the

widline coinpany1s deht-to-quity orb and then rCIevetedh based on the capital structure

Source Federal Reservc Iloiatd ptevkied by BVfb

Peter Ot Associates Inc



Bead on dccc data nci 4nalyaes 4relevcred beta at wa

Ic hi5 alya Ehbrt 6d nthcuiea the Peered and onitacreal beta

cftFp aiiip its

WarletfqultyRiskPreninmr

tii ry It en of rho rlskfree rate was nU oared based on flu Pea of

ku tart in Mcn itr rai Inc rcpirtc that Be Ioi gacim 1935 1003

qu uk nit nra 96

kfl 11 kP Conklin

513 ti idenoPes sir all stock premium basad or an ana%S of law

aura pram on ecag sea that equity hd is demand higher terumn from

al me canirabsahon Tha Ibbutson study calerdarca sire

ih IF to cc p0 dec iN repa esent the sin Ultra comup inks in the

X/N/ It or iht riom in eXcess of AIM is 28% as mcported in the 201

If

ii omp nySpe mitt Bisk3 aloe

it en Nd to meflear addmrior al risk that 1% not akeady pturd in iF

Ic try ask Pt loir ha lort uhich were cohaidered in the actor non of an

isk lictor 26% nc drd the risk assotiart lwath the leon of cc opetnen in

it Andu cs twit neic nd he ronc61mdaUom that ma it derway within ta

iii itt thi he North Amnriu marketplace experiaccd rho

lii Peter Ott Asociatcs Inc
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rime of thecqpisition iii th change the teckrnological ecivir nmenundeway in the gamLng

indsuy and the ritytfAmTots nftwgre tehoo

The sum o6 the iisMree rate the thuduct of the bet ceftient at4 qu3ty.risk premiom

III zh small stock T1Sl premIum and lv the comnypedfk iic factor reu1td aftertsx

Cost of equity nf2LU%

Cost of Debt

The pretax cost of debt was estimatd based on discussiOns with managenwut nd the Companys

iverage interest TStes of 86 as the pre4a cost of dtht Suice Interest expense is tuiodedpctib1e the

pre-tay cost of d1t was converted to an ftr-tax sate rising tolal marginal tax rate of 4O%

Therefow th after-rac cost of debt as esthriatedst 48%

Estimated Weigthd Average Cost of Capital

The asurned proporrIcm debt and equity firiencthg is an important component vi the WACC

cakulartcm In th analysis the estlniated target ndwtry apitaI trcture was arriye4 at thcpugh

an analyi of the compamble companiescaptra1 struttur.es rind the likely borrowing constraints of

AmToi l3oth fctora were consideted In
estiffiadn the target eapitajsrructur to be 75%equiti

and 25% dbt Theehosen apitai structure was thentrsd to weight the coat of dbt and equity

ftnancing as escdbed above to arrive at the estimated WACC of appromatel 172%

detailtd calculation Of the WACO for AmTote Is presented in EhibIt6O

hLi
Peter Ott Associates Inc
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ipproxiniately $484000 in 2014 or .a piesent value of $243000 This amount was treated ai an

excess asset providing future tax shield to the Company

Table 14 below calculates AmTotes net free cash flow for the eight month period ended

Peember 312010 arid the four fiscal years ending December31 2014

In Wo Inng Op1i1

Atceun ibie

fltCTV

OhtT rntAea

AcsouPwdk
Otht Cunea Ppb1t

In Ncr Wothng Cpk4

IrceQeh FInw

4579
18836

3406ri

_________
1724582

153415 970114

The awn of the present value of the cash flows and the tenninal cash flow assuming 20%

growth rate resulted in an indication of the unadjusted business enterprise value From thia

value the remaining book value of debt oweU to MC çCanada only of $42J 93 was subtracted

to umvc at an indicated fair value of AmTotes operations of $1 million To tIllo rnourfl

Peter Ott Associates Inc

Table 14 AfterTax Cash Flow Calculatioi

Projected Year Projected Yeir

2010 Stub Period 2011

Pro jectrd Year Projtcted1car Projecteri Ycar

2012 2013 2014

37502 1290348 L185632 1985045 300307IlPrcjecre-I Prciax Eartang

Add Inereir Eapente

XYcdure keerest lnwnw

Adl Drabon
EBITbA

3a Doeanon tCA

Ta1jIc ipccrna fraTaaes

tncbmeTa

AfterTac EdIrgr

Dcduct Tha Dpeirot CCA
Leae CapSal Ependiturct

15208

35909
213P248

2414IJS

248a840

420

10125

2489840

784000

534

30000

43 5464

380856
7944961

855455

523948

331607

Z94496l

3522500

245932

30000 30040

400 51600
3304812 24127378

5825 5954553

CL20654 1319639

3431603 444351

1433808 1721930f

2191705 7915537

t726654 1310834

880i56 89164
37364203

30000

116001

3475524

5062556

2542994

2519463

1232470

12137096

2542090

830625

2999461

149550

ioóocio

3536
109322

232408

27377353

50541
soondo

65812

306043
409228

3473431

200000

187543

1028621

235527

8534
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AmTotes exccss non-oerating assets liabilities comprise the following amounts listed in

Table 16

Table 1$ Excess Non-Qperaing.Assets Liabilitle

H1 Peter Ott Associates Inc

Total $4 182174
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Possession ot this report or copy thereof does not cany with it the right of publication of

till or part of it nor may it be used for any purpoe by arrvne without the
previous written

consent of Ott Assoc Neither all nor part of the contçnts of this report shall be copied

or disseminated through public relaupns news securities commission disclosure

documents oi any other public or private medza without the
express written approval qf

OtrAsoc in eachindivjduaitjrcarnstgntt

By issuing this tepor Ott Assoc shall not be required by rcspn of this
report to give

testimony or appear in court or other proceechng çç be itt atrendince dunrig any hearings

or depositions unlcss specific arrangements ui a.dvauce have been made

The values piesented in this report apply -to tins valuanori only nd rçrny not be used putof

the context presented herein This valuation mernoranduiw has been prepared solely for

the puiposes stated arid should not be i.ised kit any other purpc

The value conclusions reached sri thia report assunte that the company will continue to

operate as agoftg concern

The valuet in this report contemplate facts and conthrions existing as of the vaLuation date

Events and conditions occirnng after the date have nofbee considered and Ott Assoc

has -no obligation to .uptethese cAl ftonsfhrsuck.eyeptj and conditjorw.

Ott Asso has issutned that there is Liii compliance with all applicable federal

provincial state anti local regulations and laws No responsibility is asurned for matters of

legal nanre

ij Peter Ott Associates Inc
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10 The cn had no contingent labllies urtusual .coiaI Ugtio .sibtaitiat

commitments other th in rn the ordrnary course of ljusness or lkxgatiin pek ir

threatened

11 There were no material changem 1n the financial pos1ticn Of the ipny it operating

results or the state of and outlook for the business between the stated valuation date and

the date of this report

12 FederaL State and ProvinLial income tax laws prevulttig at the yaluatqn date will continue

to prewul in the foreseeable future No responsibility .is asunted for any financial tax

reporting udgrnents which are appropriately those rrianagerent and tiet accept the

responsibility for any financial Stat ent r4 ta Teporting i$stis

13 The estimates of eun ings/cash flow data provided by the Coinpaiy and meluded herein

are solely for use ft the vatution ..lctil.at.ioris arid nOt iptidd fomuse as foreasts.or

projectipns of future cornpany opetatkin Ott As oreyfornedari

coinpilalion of the Companys eanings/cash flow data In accordance with standards

prescribed by te Canadian instttut of Chartered Aocouxitants and ncenrdngty does n01

eqxres an ornion or offer any other form of assurance on the Company earnings/cash

flowdata or their underlying assumptkns irt môretere tsuly Jx diffiençe

between estinated and actual Tesuks because events and circumstances generaliy do not

occur as expected and those differences may be matetal

.Ji.Pter Ott Associates Tne
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AmTote International inc

Cus user ço7.traçt intangible Summary

13$ 9.9007

l2manth
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0ia
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I08Cp.en4JilS
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TIir3.tonaØiVaJüe Bhibit .1 543 5442 .$315 31 .3 tsn
.ADonas6-CoarraVaIa $b4 .4 67L .3686 3722 ysrs

C0r rYobic ExIrbiriS 323 2439 3433 Ssen 905

DaTmcbtaaxornea.C2nrnVIrae Eii$t .8 3.7W 3.45 308 19 tens

irrp ousri wrote V.6 Sohib3o i223 1337 I597 50 Isa 35400
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Summary of Filed Appraisals

The following appraisals and valuations have been filed with the business acquisition report of

MI Developments Inc MID dated December 21 2010 collectively the Appraisals in

connection with the acquisition of the applicable assets the Transferred Assets

Appraisal of Pimlico Racecourse Land Only dated July 21 2010 of CB Richard

Ellis Inc

Appraisal of Golden Gate Fields Land As If Vacant dated July 2010 of CB
Richard Ellis Inc

Appraisal of Santa Anita Racetrack Site and Excess Land dated July 26 2010 of

CB Richard Ellis Inc

Appraisal of MID Properties Around Gulfstream Park dated August 12 2010 of

Cushman Wakefield of Florida Inc

Appraisal of Laurel Park Land dated July 19 2010 of Cushman Wakefield of

Washington D.C Inc

Appraisal of Bowie Race Track Land dated December 23 2009 of Cushman

Wakefield of Washington D.C Inc

Appraisal of Palm Meadows dated July 14 2010 of Cushman Wakefield of

Florida Inc

Intangible Valuation Analysis of XpressBet Inc dated August 10 2010 of Peter

Ott Associates Inc and

Intangible Valuation Analysis of Amtote International Inc dated August 10
2010 of Peter Ott Associates Inc

The appraisals referred to in through above are referred to herein as the Real Property

Appraisals and the valuations referred to in and above are referred to herein as the

Intangible Valuations

The Real Property Appraisals and the Intangible Valuations were prepared for the sole use of

MID The following portions of the Real Property Valuations and the Intangible Valuations

have been marked to be unreadable

individual tenant names suite numbers square footage and building percentage

share of individual tenants base rents for individual tenants rent adjustment

amounts for individual tenants and operating expense reimbursements for

individual tenants in the Appraisal of MID Properties Around Gulfstream Park

dated August 12 2010

Tor 2601270.3
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number of acres or percentage of site assumed to be dedicated for public use in

the Appraisal of Santa Anita Racetrack Site and Excess land dated July 26 2010
and

names of specific customers in the Intangible Valuation Analysis of Amtote

International Inc dated August 10 2010

MID reasonably believes that disclosure of such portions would be seriously prejudicial to the

interests of MID in dealing with the applicable property or asset or would violate confidentiality

provisions and that such portions are not material to MID shareholders understanding of

applicable appraisals

Set out below is summary of the aggregate of the appraised values in the Real Property

Appraisals and the adjustment made to such aggregate value for purposes of the real estate

properties amount in the preliminary allocation of the fair value of assets acquired and liabilities

assumed as reported in note 3c to the amended and restated interim consolidated financial

statements of MID for the period ended September 30 2010 and the aggregate of the appraised

values in the Intangible Valuations

US$ in thousands

Aggregate of appraised values of real estate properties in Real Property Appraisals $392876

excluding joint venture interest

Adjustments in respect of costs associated with conversion to use of properties 19.554

contemplated in Real Property Appraisals

$373322

Other fair value not subject to appraisal reports 2622

Real estate properties as reported in note 3c to the amended and restated interim 375944
consolidated financial statements of MID for the period ended September 30 2010

Aggregate of appraised values in Intangible Valuations same amount as he intangible S29.200

assets amount as reported in note 3c to the amended and restated interim consolidated

financial statements of MID for the period ended September 30 2010

Tor 2601270.3
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To the Directors of

Ml Developments Inc

We have audited the accompanying Schedule of Allocation of Purchase Price Consideration to

Transferred Assets of Ml Developments Inc.s the Company as at April 30 2010 This financial

information is the responsibility of the Companys management Our responsibility is to express an

opinion on this financial information based on our audit

We conducted our audit in accordance with Canadian generally accepted auditing standards Those

standards require that we plan and perform an audit to obtain reasonable assurance whether the

financial information is free of material misstatement An audit includes examining on test basis

evidence supporting the amounts and disclosures in the financial information An audit also includes

assessing the accounting principles used and significant estimates made by management as well as

evaluating the overall presentation of the financial information

In our opinion this schedule presents fairly in all material respects the Allocation of Purchase Price

Consideration to Transferred Assets of the Company as at April 30 2010 in conformity with U.S

generally accepted accounting principles

Is Ernst Young LLP

Toronto Canada Chartered Accountants

December 14 2010 Licensed Public Accountants



Ml Developments Inc

Schedule of Allocation of Purchase Price Consideration to Transferred Assets

Refer to note Basis of Presentation and Acquisition

U.S dollars in thousands

As at April 30 2010

ASSETS ACQUIRED

Current assets

Restricted cash 10190
Accounts receivable 62924
Income taxes receivable 1634

Receivable from Reorganized MEC note 1b 68252

Inventories 4584
Prepaid expenses and other 13671

161255

Real estate properties note 375944
Fixed assets note 17517
Other assets note 32355

Intangible assets note 29200
Goodwill note 44977
Future tax assets note 7a 7630

Total assets acquired 668878

LIABILITIES ASSUMED

Current liabilities

Bank indebtedness note 8a 41910
Accounts payable and accrued liabilities note 111307
Income taxes payable 1452

Long-term debt due within one year note 8b 74039
Deferred revenue 5328

234036

Other long-term liabilities 4346
Future tax liabilities note 7b 35264

Total liabilities assumed 273646

Total Purchase Price Consideration net of $39980 of transferred or acquired cash note 1b 395232

Contingencies note 10

See accompanying notes



Notes to the Schedule of Allocation of Purchase Price Consideration to

Transferred Assets
A/I amounts in U.S dollars and all tabular amounts in thousands unless otherwise noted

All amounts as at April 30 2010

BASIS OF PRESENTATION AND ACQUISITION

Basis of Presentation

On March 2009 the Petition Date Magna Entertainment Corp MEC and certain of its subsidiaries collectively the

Debtors filed voluntary petitions for reorganization under Chapter 11 of Title 11 of the United States Code the Bankruptcy

Code in the United States Bankruptcy Court for the District of Delaware the Court and were granted recognition of the

Chapter 11 proceedings from the Ontario Superior Court of Justice under section 18.6 of the Companies Creditors Arrangement

Act in Canada On February 18 2010 Ml Developments Inc MID or the Company announced that MEC had filed the Joint

Plan of Affiliated Debtors the Official Committee of Unsecured Creditors the Creditors Committee MID and MI Developments
US Financing Inc pursuant to the Bankruptcy Code as amended the Plan and related Disclosure Statement the Disclosure

Statement in connection with the MEC Chapter 11 proceedings which provided for among other things the assets of MEC
remaining after certain asset sales to be transferred to MID including amonother assets Santa Anita Park Golden Gate Fields

Gulfstream Park including MECs interest in The Village at Gulfstream Park VGP joint venture between MEC and Forest

City Enterprises Inc Forest City Portland Meadows Amlote International Inc Amlote and XpressBet Inc XpressBet
On March 23 2010 the Plan was amended to include the transfer of The Maryland Jockey Club MJC to MID together with the

assets referred to in the preceding sentence the Transferred Assets On April 30 2010 the closing conditions of the Plan were

satisfied or waived and the Plan became effective following the close of business on April 30 2010

This schedule has been prepared following United States generally accepted accounting principles Accounting Standards

Codification ASC 805 Business Combinations

Acquisition of Transferred Assets

The Company accounted for the transfer of the Transferred Assets in satisfaction of MIDs claims relating to non-revolving bridge

loan
facility 2007 MEC Bridge Loan non-revolving facility associated with reorganization proposal 2008 MEC Loan and

project financing facilities to Gulfstream Park Racing Assodation Inc and Remington Park Inc MEC Project Financings with

an estimated fair value of $344.7 million less $40.0 million of cash acquired at April 30 2010 and the cash payment of $89.0 million

to the unsecured creditors of MEC plus $1.5 million as reimbursement for certain expenses incurred in connection with the action

commenced by the Creditors Committee under the acquisition method of accounting Accordingly the fair value of the

consideration was allocated to the net assets acquired and liabilities assumed based on the determination of fair values at April 30

2010 Determination of fair value required the use of significant assumptions and estimates including future expected cash flows

and applicable discount rates and the use of third-party valuations The purchase consideration and related allocations are

preliminary due to certain estimates made relating to amounts recoverable from the Reorganized MEC pre-petition accounts

receivable on account of track wagering insurance recoveries MID is seeking to receive as compensation from MECs directors

and officers insurers the completion of bankruptcy proceedings related to expected allowed administrative priority and other

claims to be paid by the Company under the Plan the finalization of litigation proceedings including litigation proceedings against

PA Meadows LLC note 10b and Cushion Track Footing USA LLC note 10a and the determination of future tax balances

associated with differences between estimated fair value and the tax bases of assets acquired and liabilities assumed The

purchase price is preliminary and will be completed within one year of the acquisition

Goodwill arose from the acquisition of XpressBet MJC and Amlote Goodwill arising from the acquisition of XpressBet of $11.6

million is deductible for tax purposes and the remainder arising from the acquisition of MJC and AmTote in the aggregate amount
of $33.4 million is not deductible for tax purposes note

The fair values of the assets of the racing businesses were assessed based on the underlying real estate as this was determined

to be the highest and best use in accordance with ASC 820 Fair Value Measurements and Disclosures The fair values of the

real estate were determined based on external real estate appraisals on market approach using estimated prices at which

comparable assets could be purchased and adjusted in respect of costs associated with conversion to use the properties

contemplated in the real estate appraisal In the case of MJC the fair values were established based on the sale transaction with

Penn National Gaming Inc Penn On May 2010 the Company through an indirect wholly owned subsidiary entered into an

agreement with wholly owned subsidiary of Penn providing for joint ventures to own and operate the MJC real estate and racing

operations and the right to pursue gaming opportunities at MJC properties On July 2010 all closing conditions relating to this

transaction were completed The agreement stipulates that MJCs real estate and racing operations the Real Estate and

Racing Venture will be owned by joint venture to be 51% owned and managed by MID and ii the right to develop and operate



any future gaming opportunities other than racing at the MJC properties the Gaming Venture would be owned by joint venture

to be 51% owned and managed by Penn Penn paid MID $26.3 million for Penns interest in the Real Estate and Racing Venture

and the Gaming Venture on closing which included working capital adjustment and the reimbursement of certain expenses of

approximately $0.3 million MID and Penn have agreed to ensure adequate operating capital at MJC pursuant to an operating

plan as mutually determined by MID and Penn and approved by the Maryland Racing Commission until December 31 2011 The

operating plan has yet to be approved Effective July 2010 the Company deconsolidated the accounts of MJC from its

consolidated financial statements and recorded the investments in these joint ventures using the equity method of accounting

The fair values of fixed assets which include machinery and equipment and furniture and fixtures were determined based on

market approach using current prices at which comparable assets could be purchased under similar circumstances

Intangible assets include customer contracts software technology and trademark The fair values of the intangible assets were

determined in consultation with an external valuator The fair value of the customer contracts was determined using discounted

cash flow analysis under the income valuation methodology The income approach required estimating number of factors

including projected revenue growth customer attrition rates profit margin and the discount rate Projected revenue growth

customer attrition rates and profit margin were based upon past experience and managements best estimate of future operating

results The discount rate represents the respective entitys weighted average cost of capital including risk premium where

warranted Customer contracts of $12.1 million are amortized over the term of the contracts which range from to years The

fair value of the software technology was based on the relief-from-royalty valuation methodology which estimates the incremental

cash flows accruing to the owner of the software technology by virtue of the fact that the owner does not have to pay royalty to

another party for use of the asset The incremental cash flows were derived from applying royalty rate to estimates of the entitys

projected revenues The royalty rate was determined by comparing third-party licensing transactions to the entitys operations

The discount rate applied was based upon the respective entitys weighted average cost of capital including risk premium where

warranted Software technology of $13.0 million is amortized on straight-line basis over years The trademark was also

determined based on the relief-from-royalty valuation methodology using similar inputs described above The trademark of

$4.1 million which is active and relates to corporate identification has an indefinite life and therefore is not amortized

Other assets primarily represent 50% joint venture interest in VGP Fair value of VGP was determined based on an external real

estate appraisal using discounted cash flow analysis under the income valuation method

Due to the short period to maturity the carrying values of bank indebtedness and long-term debt due within one year approximate

fair value

Other long-term liabilities relate primarily to pension liabilities The Company in consultation with actuaries determined the

assumptions used in assessing the fair value of the pension liabilities relating to the two pension plans as follows

the assumed discount rate for each pension plan reflects market rates for high quality fixed income investments currently

available whose cash flows match the timing and amount of expected benefit payments

the expected long-term rate of return on plan assets was determined by considering the plans current investment mix and the

historical and expected future performance of these investment categories and

the average rate of increase in compensation levels was determined based on past salary history and expectations on salary

progression

The remaining identifiable assets and liabilities were primarily cash and cash equivalents restricted cash accounts receivable

income taxes receivable inventories prepaid expenses and other accounts payable and accrued liabilities income taxes payable

and deferred revenue for which carrying value approximates fair value Receivable from Reorganized MEC relates to insurance

recovery proceeds of $21.4 million as well as the proceeds from the sale of Thistledown of $19.9 million received subsequent to

the date the Transferred Assets were transferred to MID under the Plan and the expected proceeds from the sale of Lone Star LP

of $27.0 million Due to the short-term nature of these amounts the book value approximates fair value The proceeds from

insurance recoveries were received in July 2010 September 2010 and October 2010 and proceeds from the sale of Thistledown

were received in July 2010 The proceeds from the sale of Lone Star LP are expected to be received in the first quarter of 2011

summary of the changes made to the initial allocation of the purchase price consideration to the assets acquired and liabilities

assumed is as follows

Increase in insurance recoveries from MECs directors and officers insurers 8400

Decrease in expected allowed administrative priority and other claims from bankruptcy proceedings 8152

Decrease in future tax liabilities associated with differences in estimated fair value and the tax bases

of assets acquired and liabilities assumed 1352

Increase in litigation proceedings accruals 850
Other items 460
Increase in goodwill associated with certain changes described above 2.104

Net increase to purchase price consideration 18698



REAL ESTATE PROPERTIES

Real estate properties consist of

April 30
Asat 2010

Land and improvements 348362
Buildings parking lots and roadways 27582

375944

FIXED ASSETS

Fixed assets consist of

April 30
Asat 2010

Machinery and equipment 13888
Furniture and fixtures 3629

17517

OTHER ASSETS

Other assets consist of

April 30
Asat 2010

Investments in unconsolidated joint ventures 32268
Other 87

32355

The Companys ownership percentages and carrying values of its investments in unconsolidated joint ventures are as follows

April 30
Ownership 2010

The Village at Gulfstream Park LLC 50% 31524
HRTV LLC 50% 744

TrackNet Media Group LLC 50%

32268

The Village at Gulfstream Park LLC is an outdoor shopping and entertainment centre located adjacent to Gulfstream Park The assets
and liabilities of VGP are primarily comprised of accounts receivable real estate properties other assets accounts payable and
accrued liabilities current portion of long-term debt and long-term debt HRTV LLC owns Horse Racing TV television network

focused on horse racing The assets and liabilities of HRTV LLC are primarily comprised of cash and cash equivalents accounts

receivable prepaid expenses and other and accounts payable and accrued liabilities TrackNet Media Group LLC buys and sells

horse racing content and promotes the availability of horse racing signals to customers worldwide However this joint venture is in the

process of being dissolved



INTANGIBLE ASSETS

Intangible assets consist of

April 30
Asat 2010

Customer contracts 12100

Software technology 13000

Trademark 4100

29200

Amortization expense for each of the following five years is estimated to be as follows

2011 6240
2012 6240

2013 6240

2014 3374

2015 2823

24917

GOODWILL

Goodwill represents the excess of the purchase price over the fair value of net assets acquired Goodwill consists of

April 30
Asat 2010

The Maryland Jockey Club note 1b 29187

XpressBet 11637

AmTote 4153

44977

FUTURE INCOME TAXES

Future tax assets of $7630 are primarily comprised of tax values in excess of book values on depreciable property

Future tax liabilities of $35264 are primarily comprised of book values in excess of tax values on land and intangible assets

BANK INDEBTEDNESS AND LONG-TERM DEBT

Bank Indebtedness

Bank indebtedness consists of

As at

April 30
2010

Senior secured revolving credit facility 37991

RevoIvin loan facility 3919

41910



The Transferred Assets included $40.0 million senior secured revolving credit facility with Canadian financial institution

which was scheduled to mature on March 16 2009 However the revolving credit facility was due on demand as result of

MEC filing Chapter 11 petitions on March 2009 Loans under the revolving credit facility were secured by first charge on

the assets of Golden Gate Fields and second charge on the assets of Santa Anita Park and were guaranteed by certain

subsidiaries of MEC The loans under the revolving credit facility bore interest at the U.S base rate plus 5.0% or the London

Interbank Offered Rate LIBOR plus 6.0%

The Transferred Assets included $7.5 million revolving loan facility with U.S financial institution that required that the

aggregate outstanding principal be fully repaid for period of 60 consecutive days during each year The revolving loan

facility was scheduled to mature on October 31 2012 However the facility was due on demand as result of MEC
filing

Chapter 11 petitions on March 2009 The revolving loan
facility was secured by first deed of trust on Santa Anita Park and

the surrounding real property Borrowings under the revolving loan facility bore interest at the U.S prime rate

Long-term Debt

Long-term debt which is classified as current liability consists of

As at

April 30
2010

Term loan facility 61125
Term loan facility 5620

Revolving term loan facility 4500
Term loan facility 2770

Eciuiment loan 24

74039

The Transferred Assets included $61.1 million fully drawn term loan facility The term loan
facility was repayable in monthly

principal payments of $375 thousand until maturity The term loan facility was scheduled to mature on October 31 2012

However the
facility was due on demand as result of MEC filing Chapter 11 petitions on March 2009 The term loan bore

interest at LIBOR plus 2.0% per annum and was collateralized by first deed of trust on Santa Anita Park and the surrounding

real property

The Transferred Assets included $5.6 million term loan facility The term loan
facility had maturity date of December

2013 and was repayable in escalating quarterly principal and interest payments until December 2013 However the
facility

was due on demand as result of MEC filing for Chapter 11 petitions on March 2009 The term loan bore interest at LIBOR

plus 2.6% per annum and was secured by deeds of trust on land buildings and improvements and security interests in all

other assets of certain affiliates of MJC

The Transferred Assets included $4.5 million fully drawn revolving term loan facility The revolving term loan
facility

had

maturity date of December 2013 However the facility was due on demand as result of MEC filing Chapter 11 petitions on

March 2009 The revolving term loan facility bore interest at LIBOR plus 2.6% per annum and was secured by deeds of

trust on land buildings and improvements and security interests in all other assets of certain affiliates of MJC

The Transferred Assets included $2.8 million term loan facility The term loan facility had maturity date of June 2017

and was repayable in escalating quarterly principal and interest payments until maturity However the facility was due on

demand as result of MEC
filing Chapter 11 petitions on March 2009 The term loan bore interest at 7.7% per annum and

was secured by deeds of trust on land buildings and improvements and security interests in all other assets of certain affiliates

of MJC

The Transferred Assets included $24 thousand equipment loan which bears interest at 4.9% per annum and matures in

November 2010



ACCOUNTS PAYABLE AND ACCRUED LIABILITIES

Accounts payable and accrued liabilities consist of

April 30
Asat 2010

Accounts payable 24134

Allowed administrative priority and other claims 17769

Accrued salaries and wages 8262

Horsemen payable 6381

Accrued interest payable 2601

Other accrued liabilities 52160

111307

The settlement of allowed administrative priority and other claims which the Company assumed under the Plan is ongoing and subject

to Bankruptcy Court approval The Company makes estimates of such settlements based on claims that have been resolved continue

to be objected to and/or negotiated and claims which are still pending Bankruptcy Court approval As result the Company may revise

the estimates relating to expected allowed administrative priority and other claims assumed by the Company under the Plan

10 CONTINGENCIES

On May 2008 the Los Angeles Turf Club Incorporated LATC commenced civil
litigation

in the District Court in Los Angeles
for breach of contract It is seeking damages in excess of $8.4 million from Cushion Track Footing USA LLC and other defendants

for failure to install racing surface at Santa Anita Park suitable for the purpose for which it was intended The defendants were

served with the complaint and filed motion to dismiss the action for lack of personal jurisdiction On October 20 2008 the

presiding judge denied the defendants motions The defendants have filed answers and cross complaints against all other

vendors who participated in the removal and construction of the track In addition the defendants filed counter-claim against

LATC which was dismissed court-ordered mediation was held on December 2010 and the mediator has requested the

defendants to provide additional documents by December 24 2010

On November 14 2006 MEC completed the sale to PA Meadows LLC of all the outstanding shares of Washington Trotting

Association Inc Mountain Laurel Racing Inc and MEC Pennsylvania Racing Inc collectively The Meadows through which

MEC owned and operated The Meadows standardbred racetrack in Pennsylvania On closing MEC received cash

consideration and holdback agreement The Meadows Holdback Agreement under which $25.0 million was payable to MEC
over five-year period subject to the offset for certain indemnification obligations In April 2009 MEC estimated $10.0 million

less certain offsets was payable based upon certain triggering events in The Meadows Holdback Agreement however payment

was not made by PA Meadows LLC Accordingly MEC commenced litigation proceedings for collection of the $10.0 million

proceeds plus interest In addition in February 2010 an additional $5.0 million less certain offsets was considered owing under

the terms of The Meadows Holdback Agreement again however payment was not made As part of the acquisition of the

Transferred Assets MID received the right to receive any payments under The Meadows Holdback Agreement currently pending in

the Court decision by the Court concerning the motions for summary judgments made by the parties with respect to whether

any amounts are owed to MID under The Meadows Holdback Agreement is expected prior to the end of 2010

The California Regional Water Quality Control Board the Control Board requires that Santa Anita Park apply for and keep in

force wastewater discharge permit which governs and regulates the amount of contaminated water that may be discharged into

the storm drain and water table as result of maintenance of the horse population on site With the issuance of the permit in 2006
there were certain compliance efforts the Control Board requested that management address over the five-year permit period The

Control Board did not give deadlines for immediate compliance nor is Santa Anita Parks current permit at risk for non-compliance

Citations are not expected unless Santa Anita Park does not make an effort to comply Santa Anita Park is in continual discussions

with the Control Board regarding the nature of the compliance requests and the planning process as to how these requirements will

be addressed number of these requirements have been or are expected to be addressed through planned capital projects
Given the fact that number of these remediation requirements would be better addressed through capital projects rather than

merely repair or fix of existing facilities the ultimate cost of remediation will be impacted by the decision on how to best address

the remediation requirement This process will span several years as Santa Anita Park addresses each of these requirements
The exact scope cost and timing of the remediation efforts have not been finalized and compliance plan has not been agreed

upon with the Control Board It has been concluded that no accrual is required at April 30 2010 since the Control Board had

granted permit for five-year period there were no manifestations by the Control Board for immediate compliance and Santa

Anita Park had not finalized compliance plan with the Control Board

In the ordinary course of business activities the Company may be contingently liable for
litigation

and claims with among others

customers suppliers and former employees related to the Transferred Assets Management believes that adequate provisions

have been recorded in the accounts where required Although it is not possible to accurately estimate the extent of potential costs

and losses if any management believes but can provide no assurance that the ultimate resolution of such contingencies would

not have material adverse effect on the financial position of the Transferred Assets



Item 31 attached



MI Developments Inc MID does not adopt the attached monthly operating report for the

period of April 2010 to April 30 2010 the Monthly Operating Report of Magna
Entertainment Corp MECH and is providing this Monthly Operating Report as required filing

with this Business Acquisition Report in connection with an order granted by the Ontario

Securities Commission as principal regulator and on behalf of the Canadian securities

regulatory authorities from the requirements of section 8.4 of National Instrument 51-102

Continuous Disclosure Obligations to include financial statements in this Business Acquisition

Report

The Monthly Operating Report is limited in scope covers limited time period and has been

prepared solely for the purposes of MECs compliance with the monthly reporting requirements

of the U.S Bankruptcy Court for the District of Delaware in re Magna Entertainment Corp et

al Chapter 11 Case No 09-10720 The financial information in the Monthly Operating Report

was not audited or reviewed by independent accountants and has not been subject to all

procedures that would typically be applied to financial information presented in accordance with

accounting principles generally accepted in the United States of America GAAP and

therefore may exclude items required by GAAP such as certain reclassifications eliminations

accruals and disclosure items

Readers are cautioned not to place undue reliance upon the Monthly Operating Report There can

be no assurance that such information is complete The Monthly Operating Report may be

subject to future adjustment and reconciliation The Monthly Operating Report is in format

required by the U.S Bankruptcy Code and should not be used for investment purposes The

information in the Monthly Operating Report should not be viewed as indicative of future

results

Tor 2628737.3
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Item 8.01 Other Events

On May 31 2010 the Registrant and several other direct and indirect U.S subsidiaries of the Regisirant collectively the U.S

Debtors filed their financial statennts included in the Monthly Operating Report for the period from April 52010 to April 30

2010 with the United States Bankruptcy Court for the District of Delaware U.S Bankruptcy Court In re Magna Entertainment

Corp et al Chapter Il Case No 09-10720 copy of themonthly operating report
is attached Exhibit 99.1 to this Current Report

on Form 8-K and is incorporated by refnence herein

The Monthly Operating Report is limited in scope covers limited time period and has been prepared solely
for the purpose of the

U.S Debtors compliance with the monthly reporting requirements of the U.S Bankruptcy Court The Financial information in the

Monthly Operating Report was not audited or reviewed by inpcndent accountants and has not been
subject to all procedures that

would
typically

be applied to financial information presented in accordance with accounting principles generally accepted in the

United States of America GAAP and therefore may exclude items required by GAAP such as certain reclassifications

eliminations accruals and disclosure items The Registrant caations readers not to place undue reliance upon the Monthly Operating

Report There can be no assurance that such information is complete The Monthly Operating Report may be subject to future

adjustment and reconciliation The Monthly Operating Report is in format required by the U.S Bankruptcy Code and should not be

used for investment purposes The information in the Monthly Operating Report should not be viewed as indicative of Ibture results

Item 9.01 Financial Statements and Exhibits

Exhibits

Exhibit 99.1 Monthly Operating Report for the period April 2010 to April 30 2010

SIGNATURES

Pursuant to the requirements of the Securities Exchange Act of 1934 the Registrant has duly caused this
report to be signed on its

behalf by the undersigned thereunto duly authorized

MACNA ENTERTAINMENT CORP
Registrant

August 102010 by Is/William Ford

William Ford

Plan Administrator



Exhibit 99.1

UNITED STATES BANKRUPTCY COURT
DISTRICT OF DELAWARE

In re Magna Entertainment Corp Case No 09-10720

Reporting Period April 5April 30 2010

MONTHLY OPERATING REPORT
File with Court and sutmit copy to United States Trustee within 20 days afterend of month

Submit copy of
report to any official committee appointed in the case

Affidavit

Document Explanation Supplement

REQUIRED DOCUMENTS Form No Attached Attached Attached

Schedule of Cash Receipts and Disbursements MOR-I Yes

Bank Reconciliation or copies of debtors bank MOR-la Yes

reconciliations

Schedule of Professional Fees Paid MOR-Ib Yes

Copies of bank statements No

Cash disbursements journals No
Statement of Operations MOR-2 Yes

Balance Sheet MOR-3 Yes

Status of Post-petition Taxes MOR-4 Yes

Copies of IRS Form 6123 orpayment receipt N/A

Copies of tax returns filed durir reporting period N/A

Summary of Unpaid Post-petition Debts MOR-4 Yes

Listing of aged accounts payable MOR-4 Yes

Accounts Receivable Reconciliation and Aging MOR-5 Yes

Debtor Questionnaire MOR-5 Yes

declare under penalty of peijury 28 U.S.C Section 1746 tlt this report and the attached documents are true and correct to the best

of my knowledge and belief

Signature of Debtor Date

Signature of Joint Debtor Date

Is William Ford May 312010

Signature of Authorized lndividual Date

William Ford Plan Administrator

Printed Name of Authorized Individual Title of Authurizcd Individual

aAuthorized individual must be an officer director or shareholder if debtor is corporation partner
if debtor is partnership

manager or member if debtor is limited liability company



In re Magna Entertainment Corp Case No 09-10720

Reporting Period April 5April30 2010

SCHEDULE OF CASH RECEIPTS AND DISBURSEMENTS

Amounts reported shod be
per

the debtors books not the bank statement The beginning cash should be the ending cash from the

prior month or if this is the first report the amount should be the balance on the date the petition was filled The amounts reported in

the CURRENT MONTH ACTUAL column must equal the sum of the four bank account columns The amounts reported in the

PROJECTED columns should be taken fmm the SMALL BUSINESS INITIAL REPORT FORM IR- Attach copies of the bank

statements and the cash disbursements journal The total disbursements listed in the disbursements joumal must equal the total

disbursements
reported on this page bank reconciliation must be attached for each account MOR-l CONT

CUMULATIVE
BANK ACCOUNTS CURRENT MONTH FILING TO DATE

OPER PAYROLL TAX OTHER ACTUAL PROJECTED ACTUAL PROJECTED
CASH BEGINNING OF

MONTH 1204679 52652244 53856923 80t229
RECEIPTS

CASH SALES

ACCOUNTS RECEIVABLE 90752
LOANS AND ADVANCES
SALE OF ASSETS 88320438

OTHER ATTACH LIST 4433278 53 4433331 44969597
TRANSFERS FROM DtP

ACCTS 3500000 _________ _________
6.6t7 3506.6t7

_____________
7t.053.974 _____________

TOTAL RECEIPTS 7.933278
__________ __________

6.670 7939948
______________

20443476
______________

NETPAYROLL 28t.270 281270 3467355
PAYROLL TAXES 280977 280977 2291681

SALES USE OTHER TAXES

tNVENTORY PURCHASES

SECURED RENTAL/LEASES 17265 7265 86431

INSURANCE 792030 792030 13496218
ADMtNtSTRATIVE 254606 6617 26t223 6326820
SELLING

OTHER ATTACH LIST 1852709 51.010136 52862845 130293781

OWNER DRAW
TRANSFERS TO DIP ACCTS 1656617 1656617 20577502

PROFESSIONAL FEES 3048156 3048156 26033325
U.S TRUSTEE QUARTERLY

FEES 54.912 54912 121301

COURT COSTS

TOTAL DISBURSEMENTS 8238542
__________ __________

31016753 59255.295
______________

202694414
______________

NET CASH FLOW 305264 51.010083 51315347 1740347

RECEIPTS LESS

DISBURSEMENTS

CASH END OF MONTH 899415 1642161 2541576 2541576

COMPENSATION TO SOLE PROPRIETORS FOR SERVICES RENDERED TO BANKRUPTCY ESTATE

THE FOLLOWING SECTION MUST BE COMPLETED

DISBURSEMENTS FOR CALCULATING U.S TRUSTEE QUARTERLY FEES FROM CURRENT MONTH ACTUAL

COLUMN

TOTAL DISBURSEMENTS LESS TRANSFERS TO OTHER ACCOUNTS 59255295
LESS TRANSFERS TO DEBTOR IN POSSESSION ACCOUNTS 1656617
PLUS ESTATE DISBURSEMENTS MADE BY OUTSIDE SOURCES i.e from escrow accounts

TOTAL DISBURSEMENTS FOR CALCULATING U.S TRUSTEE QUARTERLY FEES 57598678



In rc Magna Entertainment Corp Case No 09-10720

Reporting Period April April 30 2010

BANK RECONCILIATIONS

Continuation Sheet for MOR-I

bank reconciliation must be included for asch bank account The debtors bank reconciliation may be substituted for this page

Operating Payroll Tax Other

BALANCE PER BOOKS ______

BANK BALANCE
DEPOStTS IN TRANStT AFrACH LIST

OUTSTANDING CHECKS ATI7ACH LtST

OTHER AVrACH EXPLANATION
ADJUSTED BANK BALANCE

nAdjusted bank balance must equal batance
per

books

DEPOSITS IN TRANSIT Date Amount Date Amount Date Amount Date Amount

______________________________________________
Ck Amount Cli Amount Ck Amount Ck Amount

OTHER RECEIPTS
Foreign Exchange Revatuation 21606
Funding from various business units 4t22060

ATM Revenue net of fees 6238

Various cash receipts 22059

Nevada Setttement t64l 90

Return Aviva Cash Collateral 45185

EAP International refund 25638

Gulfstream Park reimbursement of Sunshine Millions

horse transportation 52500

Basic COBRA Credit refund l70t4

Earned Interest 53

OTHER DISBURSEMENTS
401K payments/advances 5527

Employee Travel Expenses 34329

Payment of DIP Loan interest conmitntent fee and

arrangement
fee tt59486

BMO interest payment 257611

Contributions to Forest City Joint Ventare 76.45

Forest City shared costs 245659

Directors Fees 73.641

Principal repayment on DIP Loan 33000.000

Pnncipat repayment on Remington Loan t80l0.136



In re Magna Entertainment Corp Case No 09-10720

Reporting Period April 5April30 2010

SCHEDULE OF PROFESSIONAL FEES AND EXPENSES PAID

This schedule is to include all rained professional payments from case inception to current month

Period Amount Check Amount Paid Year-To-Date

Payee Covered Covered Payor Number Date Fees Expenses Fees Expenses

Fit Apr 1- t88t58 MagnaEntertainment WirePaymcnt 04/06/2010 165000 23158

Coenutting Apr 30 2010 Corp

Inc

Fit SuccessFee t.000000 MagnaEntertainment WircPayment 04/30/20t0 1000.000 3.3tt375 220866

Consutting Corp

Inc

KramerLevin Feb 152103 MagnaEntertainment Wire Payment 04/30/2010 t44640 7463 2831425 150628

Naftalis Feb2820t0 Corp

Frankel LU
Richards Jan 139807 Magna Entertainment Wire Payment 04/30/20t0 t28463 tt424 6096t2 60705

Layton Feb 28 20t0 Corp

Finger PA
Welt Sotshat Dec I- 433271 MagnaEntessainment WirePayment 04/30/2010 420307 12964 5974143 170412

Mangen Dec3t2009 Corp

LU
Miller Jan 120.760 Magna Entertainment Wire Payment 04/30/2010 t20000 760 2.343145 68953

Buckfire Jan3l2010 Corp

Co LLC

OslerHoskin Dec 12009 39189 MognaEntentainment Wiee Payment 04/t6/20t0 38977 212 1097459 25343

Harcourt Feb282010 Corp

LU
ASs Partners 195.774 46.249

LLC

Btackstone Dec 12009 24t442 MagnaEnteetainmrnt WirePayment 04/30/2010 240000 1442 1553199 44968

Advisory ian3l2010 Corp

Services LP
Kurlznsan Jan 56031 Magna Entertainment t4083 04/08/2010 32744 23287

Carson Jan3l2010 Corp

Consultants

LLC



in re Magna Entertainment Corp Case No 09-10720

Reporting Period
April 5April30 2010

SCHEDULE OF PROFESSIONAL FEES AND EXPENSES PAID

This schedule is to include all rained professional payments from case inception to current month

Period Amount Check Amount Paid Year-To-Date

Payee Covered Covered Payor Number Date Fees Enpenses Fees Espenses

Kartzman Feb 640140 MagnaEntatainmees WirePayment 64/30/2010 190028 450t12 1368474 596636

Carson Mar3t2010 Corp

Coenuttantu

LLC

Fasken tot442 2tsO

Martrneau

DuMoulin

LU
TheGarden

t6t03 t44

City

Group Inc

MayerBrown Feb 37t75 Magna Entertainment 4087 04/08/20t0 37175 269454 5341

LLP Feb 28 2010 Corp

Young 67323 7944

Conaway

Slargati

Taylor Lii

Sidtey Austin 4076966 239609

LLP

Davies Ward
150202 5204

Phillips

Vinrbg LIP

Shearman 8683

Sterling LLP

ttlumina 100280 989

Partners Inc

Drinker 16198 712

Biddle

Reath LU
Pachulski tt2700 22485

Slang

Ziehi Jones

LIP



In re Magna Entertainment Corp Case No 09-10720

Reporting Period April 5April 30 2010

STATEMENT OF OPERATIONS

Income Statement

The Statement of Operations is to be prepared on an accrual basis The accrual basis of accounting recognizes revenue when it is

realized and expenses when they are incurred regardless of when cash is actually received or paid

Cumulative Filing

Month to Date

REVENUES
Gross Revenues

Less Returns and Allowances

Net Revenue

COST OF GOODS SOLD

Beginning Inventory

Add Purchases

Add Cost of Labor

Add Other Costs attach schedule

Less Ending Inventory

Cost of Goods Sold

Gross Profit

OPERATING EXPENSES

Advertising 4252 172558

Auto and Truck Expense

Bad Debts 3354
Contributions

Employee Benefits Prugrams 26805 249263
Insider Compensation 942093 2471035
Insurance 855 1886106

Management Fees/Bonuses 718111 12255773
Office Expense 2114 33861
Pension Profit-Sharing Plans

Repairs and Maintenance 18325 303373
Rent and Lease Expense 47985 400288

Salaries/Commissions/Fees 391771 3601478

Supplies

Taxes Payroll

Taxes Real Estate

Taxes Other

Travel and Entertainment 16245 645788
Utilities

Other attach schedule 167285 3378024
Total Operating Expenses Before Depreciation 899619 390829

Depreciation/Depletion/Amortization 1470303 12446146

Net Profit Loss Before Reorganization Items 2369922 12836975
OTHER INCOME AND EXPENSES
Other Income attach schedule 5096 933632
Interest Expense 2674730 36370861

Other Expense attach schedule 124983 3225485
Net Profit Loss Before Reorganization Items 516453c 51499689
REORGANIZATION ITEMS
Professioml Fees 12984642 35530294
U.S Trustee Quarterly Fees 82825

Interest Earned on Accumulated Cash from Chapter II see continuation sheet

Gain Loss from Sale of Remington Park 50377 54424919
Other Reorganization Expenses attach schedule 70 142782
Total Reorganization Expenses 12934335 18669018
Income Taxes

____________ 4621440
Net Profit Loss 18098874 37452111

Insider is defined in II U.S.C Section 10131



In re Magna Entertainment Corp Case No 09-10720

Reporting Period April 5April30 2010

STATEMENT OF OPERATIONS continuation sheet

Cumulative Filing

BREAKDOWN OF OTHER CATEGORY Month to Date

Other Expenses

Write Off of Deferred costs 1812839

TVG Litigation costs 124983 1412646

Other Operational Expenses

Other Income

ATM Revenues 6253 324629
Other Miscellanceous 1157 5894
Millenium Holdback 158918

Recovery of HRTV Contribution 404191

Sponsorship Revenue 40000

Other Operating Expenses

Memberships Subscriptions 8035 71401
Audit Fees 98410
Tax Fees 46321 813567

Legal Expenses 2192 421008

Consulting Fees 22042 304476
Shareholder Info 1245 118103

Trademarks Logos 308 12863

Filing Lobbying 14838 171674
MS1 Intercompany Fees 14951 588988
Bank Service Charges 16987 315595

Recruiting 60000

Foreign Exchange Gain Loss 40366 598759
Other Reorganization Expenses

Air and Ground Travel 70 3752
Meals 155

Office Expense 35

Insurance Service Fees 24840
EY Bankruptcy Retenticii Fees 59000

Property Appraisal valuation Fees 55000

Reorganization Items Interest Earned on Accumulated Cash from Chapter II

Interest earned on cash accumulated during the chapter II case which would not have been earned but for the bankruptcy proceeding

should be reported as reorganization
item



In re Magna Entertainment Corp

BALANCE SHEET

Case No 09-10720

Reporting Period April 5April30 2010

The Balance Sheet is to be completed on an accrual basis only Pre-petition
liabilities must be classified

separately
from

postpetition

obligations

ASSETS

CURRENT ASSETS

Unrestricted Cash and Equivalents

Restricted Cash and Cash Equivalents see continuation sheet

Accounts Receivable Net
Notes Receivable

Inventories

Prepaid Expemes

Professional Retainers

Other Current Assets attach schedule

TOTAL CURRENT ASSETS

PROPERTY AND EQUIPMENT
Real Property and Improvements

Machinery and Equipment

Furniture Fixtures and Office Equipment

Leasehold Improvements

Vehicles

Less Accumulated Depreciation

TOTAL PROPERTY EQUIPMENT
OTHER ASSETS
Loans to Insiders

Other Assets attach schedule

TOTAL OTHER ASSETS

TOTAL ASSETS

BOOK VALUE AT END OF
CURRENT REPORTING MONTH

903998

1642161

580986

1310256

4437401

10988926

960893C

1379996

1034828013

1034828013

1040645410

BOOK VALUE ON
PETITION DATE

806435

539865

4201995

5548295

10972271

929997
1672293

1023855318

1023855318

l03l07590

LIABILtTIES AND OWNER EQUITY
LIABILITIES NOT SUBJECT TO COMPROMISE

Accounts Payable

Taxes Payable refer to FORM MOR-4

Wages Payable

Notes Payable

Rent/Leases Building/Equipment

Secured Debt/Adequate Protection Payments

Professioml Fees

Amounts Due to lnsicrs

Other
Postpetition Liabilities attach schedule

TOTAL POSTPETITION LIABILITIES

LIABILITIES SUBJECT TO COMPROMISE Pre-Petidon

Secured Debt

Priority
Debt

Unsecured Debt

TOTAL PRE-PETITIONLIABILITIES

TOTAL LIABILITIES

OWNER EQUITY
Capital Stock

Additional Paid-In Capital

Partners
Capital

Accouti

Owners Equity Account

Retained Earnings Pre-Petition

Retained Earnings Postpetition

Adjustments to Owner Equity attach hedule
NET OWNER EQUITY

TOTAL LIABILITIES AND OWNERS EQUITY

BOOK VALUE AT END OF
CURRENT REPORTING MONTH

1860988

20934867

22795855

243731963

228424606

472156569

494952424

701630421

4149000

122634324

37452111

545692986

1040645410

BOOK VALUE ON
PETITION DATE

6269666

6269666

216123174

225537969

441661143

447930809

701630421

4149000

122634324

583145097

1031075906

Insider is defined in 11 U.S.C Section 10131



In re Magna Entertainment Corp Case No 09-10720

Reporting Period April April 30 2010

BALANCE SHEET continuation sheet

BOOK VALUE AT END OF BOOK VALUE ON
ASSETS CURRENT REPORTING MONTH PETITION DATE
Other Current Assets

Other Assets

Investments in subsidiaries 513952336 523543.107

Income Taxes Receivable
11164208 13110591

Deferred taxes Receivable 89794850 89781850
Other Assets 10107230 8178857
Intercompany Receivable from MEC Holdings USA Inc 2741516 3769683
Intercompany Payable to MEC Holdings Canada Inc 448118 358867
Intercompany Receivable from MEC Dixon Inc 12403729 15335309

Intercompany Receivable from Magna Racino 509170 484635

Intercompany Receivable from Santa Anita Co Inc 70619407 72999028
Intercompany Payable to San Luis Rey Downs 691 953C 71 0652
Intercompany Payable to Pacific Racing 1074398 1406389
Intercompany Payable to Bay Meadows 23809872 23818104
Intercompany Receivable from Lone Star Park 6383824 1909994
Intercompany Receivable fiim Gulfstream Park 103470144 105212712
Intercompany Receivable from GPRA Training Center 79897420 79655973
Intercompany Receivable from GPRA Commercial Enterprises Inc 32916832 17930982
Intercompany Payable to Sunshine Meadows Racing 1602019 458456
Intercompany Receivable from MJC Laurel Park 37205248 34313644
Intercompany Rrceivable from MJC Pimlico 21625364 13486004
Intercompany Receivable from MJC Bowie 794054 789365

Intercompany Receivable from Remington Park 18010136 20986871
Intercompany Receivable from Thistledown 16079762 12843147
Intercompany Payable to MEC Racing Pennsylvania Inc 2661709 2814367
Intercompany Receivable from Pennsylvania Racing Services Inc 2844183 3403680
Intercompany Receivable from MEC Oregon Racing 14132295 13004877

Intercompany Receivable fmm Multnomah 800822 800822
Intercompany Receivable from MI Racing Inc 18513468 18541298
Intercompany Receivable from DLR Inc 1001180 1001081

Intercompany Receivable fmm OTL Inc 115662 115552
Intercompany Payable to MGE 21245061 20780578
Intercompany Receivable fiom MI Developments 458486 983490
Intercompany Receivable from 1180482 Ontario Inc 2169 2169
Intercompany Receivable from MEC Bedding 10295642 10273706
Intercompany Receivable from MEC Land Holdings 8940621 8940621
Intercompany Payable to Palm Meadows Residential 1920119 1920119
Intercompany Payable to XpressBet 21715833 22065651
Intercompany Receivable from HRTV 35908662 3675997
Intercompany Payable to Fontana Housing 26353665 27682115
Intercompany Receivable from SBI 230300 230300

Intercompany Receivable from MEC Maryland Investment Inc 18027915 18027915
Intercompany Receivable from MEC NY Acquisitions Inc 6230 9330

Intercompany Receivable from Amtote 9108504 5839929



In re Magna Entertainment Corp Case No 09-10720

Reporting Period
April 5April30 2010

BALANCE SHEET continuation sheet

BOOK VALUE AT END OF BOOK VALUE ON
LIABILITIES AND OWNER EQUITY CURRENT REPORTING MONTH PETITION DATE

Other Postpetition Liabilities

Audit Accrual 471172

Tax Accrual 346667 269166

Group RSP 26800 38183

Due to Magna International Inc 938162 1109176
Interest Accrual on Convertible Debentures 4058333 3855417

Interest Accrual on BMO Loan

Estimated IBNR 7000 7000

NTRA Dues 69041

Severance Accrual 842254 162619

Legal Accrual 204483 79500
FSA Employee Deductions 769 275

ATM Settlement for the Tracks 7344

Consulting Fees 4952 9814
Zurich Claim service fee 50000
Directors Fees 10000 210000

Bankruptcy Prufessional Fees Accrual 13426406
Fex Straw Sale Proceeds 1000000

Adjustments to Owner Equity

Postpetition Contributions Distributions Draws

Restricted Cash is cash that is restricted for specific use and not available to fund orations Typically restricted cash is segregated

into
separate account such as an escrow account



In re Magna Entertainment Corp Case No 09-10720

Reporting Period April April30 2010

STATUS OF POSTPETITION TAXES

The beginning tax liability should be the ending liability from the prior month or if this is the first report the amount should be zero

Attach photocopies of IRS Form 6123 or payment receipt to verif payment or deposit of federal payroll taxes

Attach photocopies of any tax returns filed duringthe reporting period

Amount

Beginning Tax Withheld or Check No Ending Tax

Federal Liability Accrued Amount Paid Date Paid Liability

Withholding

FICA-Employee

FICA-Employer

Unemployment

Income

Other
_______________

Total Federal Taxes
___________ _________ _________ _________ _________ _________

State and Local

Withholding

Sales

Excise

Unemployment

Real Property

Personal Property

Othet _________ ________ ________ ________ ________ ________
Total State and Local

______________ ____________ ____________
Total Taxes

SUMMARY OF UNPAID POSTPETITION DEBTS

Attach aged listing of accounts payable

Number of Days Past Due

Current 0-30 31-60 61-90 Over 90 Total

Accounts Payable 236910 23756 387660 1212662 1860988

Wages Payable

Taxes Payable

Rent/Leases-Building

Rent/Leases-Equipment

Secured Debt/Adequate Protection Payments

Professiomi Fees

Amounts Due to lnsicrs

Other Accrued Liabilities 20934867 20934867
Other

____________ __________ __________ __________ ___________
Total Postpetition Debts 21171777

_________
23756 387660 1212662 22795855

Explain how and when the Debtor intends to pay any past-due postpetition debts

Insider is defined in II U.S.C Section 10 131



In re Magna Entertainment Corp Case No 09-10720

Reporting Period
April 5April 30 2010

ACCOUNTS RECEIVABLE RECONCILIATION AND AGING

Accounts Receivable Reconciliation

Total Accounts Receivable at the beginning of the reporting period 597175

Amounts billed during the period 49208

Amounts collected during the period 65397
Total Accounts Receivable at the end of the reporting period 580986

Accounts Receivable Aging

-30 days old 49208
31 -60 days old 74894
61 -90daysold 113163

91 days old 343721

Total Accounts Receivable 580986
Amount considered uecollectible Bad Debt ____________
Accounts Receivable Net 580986

DEBTOR QUESTIONNAIRE

Must be completed each month Yes No

Have any assets been seid or transferrel outside the norn1 course of business this reporting

period If yes provide an explanation below

Have any funds been disbursed from any account other than debtor in possession account this

reporting period If yes provide an explanation below

Have all postpetition tax returns been timely filed If no provide an explanation below

Are workers compensation general liability and other necessary insurance coverages in effect

If no provide an explanation below

Has any bank account been opened during the reporting period If yes provide documentation

identifying the opened accounts If an investment account has been opened provide the

required documentation pursuant to the Delaware Local Rule 4001-3


