APPRAISAL OF
Fallon Cabin Site
14.96 Total Deeded Acres
Fallon County, Montana

CLIENT
State of Montana
P. O. Box 201601
Helena, MT 59620

INTENDED USER

State of Montana, Shelley Mackay & Barnet Dean
P. O. Box 201601
Helena, MT 59620

PREPARED BY
ROBERT STROH, APPRAISER TRAINEE
GEORGE LUTHER, JR., ARA
LUTHER APPRAISAL SERVICES, INC.
P. O. BOX 1745
MILES CITY, MT 59301
(406) 234-5201, FAX (406) 234-9730

Effective Date: July 11, 2019
Report Date: August 29, 2019



Luther Appraisal Services, Inc.
Real Estate Appraisal « Consulting « Management

PO. Box 1745 -« Miles City, MT 5930I-1745
(406) 234-520I * FAX (406) 234-9730

August 29, 2019

State of Montana
P. O. Box 201601
Helena, MT 59620

Dear Ms. Motichka

At your request we have completed an inspection and appraisal of the Fallon County Cabin Site
located 16.7 miles south of Plevna, in Fallon County, Montana.

The report transmitted herewith is composed of 25 pages, plus addendum, covering the findings,
facts, and conclusions from the inspection of the property and investigation of market data. The
value of the property is defined as market value and the opinion of value is as of July 11, 2019.
The market value of the fee simple estate subject to easements, encumbrances, restrictions,
reservations, and conveyances of record as of July 11, 2019 is as follows:

As Vacant (Land Only): $ 52,000.00
As Is (Land and Improvements): $151,000.00
Building Improvement Contribution: $ 99,000.00

The main portion of the report details the development of the market value of the subject and the
assumptions and limiting conditions placed on the report by the undersigned. This report has
been prepared and governed by the Code of Ethics of the various professional organizations to
which we ascribe and the Uniform Standards of Professional Appraisal Practice (USPAP).

All market data and other data discussed, presented, utilized, and disclosed in this report
shall not be disclosed by any person(s) or entity reading, utilizing, and/or presenting the
report by any means of communication, including but not limited to verbal, electronic,
written, to any other party or entity without prior written permission of the signatory
appraiser.

The authority for conducting the appraisal was given by Kelly Motichka, Land Section Supervisor,
P. O. Box 201601, Helena, MT 59620-1601. The clients are the State of Montana, the Montana
Board of Land Commissioners (Land Board), and the Department of Natural Resources and
Conservation (DNRC), P. O. Box 201601, Helena, MT 59620-1601. The intended users are the
State of Montana, the Montana Board of Land Commissioners (Land Board), the Department of
Natural Resources and Conservation (DNRC), P. O. Box 201601, Helena, MT 59620-1601, and
the lessees, Shelley Mackay & Barnet Dean.

The appraisal is subject to the following Extraordinary Assumptions and/or Hypothetical
Conditions:
HYPOTHETICAL CONDITIONS:

a) Property Rights: The interest subject to the valuation is that of a fee simple
interest as of the effective date of both land and affixed improvements together
and the land separate.

b) Land: The land, as through vacant, is considered without any of the affixed land
and building improvements.

c) Lease: The existing lease between Shelley Mackay & Barnet Dean and the State
of Montana is considered not to exist on the subject property.

d) Access: It is being assumed that there is legal and physical access to the
property.

George Luther, Jr.
Accredited Rural Appraiser



EXTRAORDINARY ASSUMPTIONS:
a) Subdivision: It is assumed that the subject property complies with state statutes
and rules and regulations governing subdivisions and sanitation.

We trust this report will be found complete and satisfactory for your needs. If any additional
information is needed, please do not hesitate to contact us. Your confidence in allowing us to
serve you is greatly appreciated, and we have considered this work a privilege.

Respectfully submitted,

George Luther, Jr., ARA Robert Stroh

Certified General Real Estate Appraiser Montana Appraiser Trainee Real Estate Appraiser
Montana Certificate #REA-RAG-LIC-188 Montana License #REA-RET-LIC-7472



Summary of Salient Facts

Owner of Record:

Occupant or Lessee:

Property Location:

Property Rights Appraised:

Present Use:

Highest and Best Use (as unimproved):

Highest and Best Use (as improved):

Property Description:

Structural Improvements

Date of Valuation:
Date of Inspection:
Date of Photographs:
Date of Report:

Sales Comparison Approach:

As Vacant (Land Only):

As Is (Land and Improvements):
Building Improvement Contribution:

Opinion of Market Value:

As Vacant (Land Only):

As Is (Land and Improvements):
Building Improvement Contribution:
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071120190742

State of Montana

P. O. Box 201601

Helena, MT 59620

Shelley Mackay & Barnet Dean

16.7 miles south of Plevna

Fee simple estate subject to any encumbrances,
reservations, conveyances, restrictions, and/or
easements of record.

Cabin Site (Farmstead)

Rural Residential

Rural Residential

Acreage:
Land Type Total Acreage
Site 14.96
Total Acres 14.96

Dwelling, Machine Shed, Livestock Shed, Livestock
Barn, Grain Bin

July 11, 2019
July 11, 2019
July 11, 2019
August 29, 2019

$ 52,000.00
$151,000.00
$ 99,000.00

$ 52,000.00
$151,000.00
$ 99,000.00

Miles City, Montana
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Statement of Assumptions and Limiting Conditions

1. LIMIT OF LIABILITY: The liability of Luther Appraisal Services, Inc. and/or subcontractors is
limited to the client and to the fee collected. Further, there is no accountability, obligations, or
liability to any third party. If this report is placed in the hands of anyone other than the client, the
client shall make such party aware of all limiting conditions and assumptions of the assignment
and related discussions. The appraiser assumes no responsibility for any costs incurred to
discover or correct any deficiencies of any type present in the property; physically, financially, or
legally.

2. COPIES, PUBLICATION, DISTRIBUTION, USE OF REPORT: Possession of this report or
any copy thereof does not carry with it the right of publication, nor may it be used for other than its
intended use; the physical report(s) remain the property of the appraiser for the use by the client,
the fee being for analytical services only.

The Bylaws and Regulations of the American Society of Farm Managers and Rural Appraisers
require each Member to control the use and distribution of each appraisal report signed by such
Member; except as hereinafter provided, the client may distribute copies of this appraisal report in
its entirety to such third parties as he or she may select; however, selected portions of this
appraisal report shall not be given to third parties without the prior written consent of the
signatories of the appraisal report. Neither all nor any part of this appraisal report shall be
disseminated to the general public by the use of advertising media, public relations, news sales or
other media for public communications without the prior consent of the appraiser (see last item in
following list for client agreement/consent).

3. CONFIDENTIALITY: This appraisal is to be used only in its entirety. No part or portion thereof
is to be used by any party without the whole report. All conclusions and opinions concerning the
analysis are set forth in the report and were prepared by the appraiser(s) whose signature(s)
appear on the appraisal report. No change of any item in the report shall be made by anyone
other than the appraiser. The appraiser shall have no responsibility if any such unauthorized
change is made.

The appraisers may not divulge the material (evaluation) contents of the report, analytical findings
or conclusions, or give a copy of the report to anyone other than the client or his designee as
specified in writing except as may be required by the American Society of Farm Managers and
Rural Appraisers as they request in confidence for ethics enforcement, or by court of law or body
with the power of subpoena.

The appraiser(s) 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.

4. INFORMATION USED: No responsibility is assumed for accuracy of the information furnished
by work of others, the client, his designee, or public records. We are not liable for such
information or the work of possible subcontractors. Be advised that some of the people
associated with Luther Appraisal Services, Inc. and possibly signing this report are independent
contractors. The comparable data relied upon in this report has been confirmed with one or more
parties familiar with the transaction or from affidavit or other sources thought reasonable; all are
considered appropriate for inclusion to the best of our factual judgment and knowledge. An
impractical and uneconomic expenditure of time would be required in attempting to furnish
unimpeachable verification in all instances, particularly as to engineering and market related
information. It is suggested that the client consider independent verification as a prerequisite to
any transaction involving sale, lease, or other significant commitments of funds or subject

property.
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5. TESTIMONY AND COMPLETION OF CONTRACT FOR APPRAISAL SERVICES: The
contract for appraisal, consultation or analytical service are fulfilled and the total fee payable upon
completion of the report. The appraiser(s) or those assisting in the preparation of the report will
not be asked or required to give testimony in court or hearing because of having made the
appraisal, in full or in part, nor engage in post appraisal consultation with client or third parties
except under separate and special arrangement and at additional fee. If testimony or deposition
is required because of subpoena, the client shall be responsible for any additional time, fees, and
charges regardless of issuing party.

6. EXHIBITS: The sketches and maps in this report are included to assist the reader in visualizing
the property and are not necessarily to scale. Various photos, if included, are included for the
same purpose (as of date of photos). Site plans are not surveys unless shown from separate
surveyor.

7. LEGAL, ENGINEERING, FINANCIAL, STRUCTURAL, OR MECHANICAL NATURE,
HIDDEN COMPONENTS, SOIL: No responsibility is assumed for matters legal in character or
nature, nor matters of survey, nor of any architectural, structural, mechanical, or engineering
nature. No opinion is rendered as to the title, which is presumed to be good and merchantable.
The property is appraised as if free and clear, unless otherwise stated in particular parts of the
report. The legal description is assumed to be correct as furnished by the client, his designee, or
as derived by the appraiser.

Please note that no advice is given regarding mechanical equipment or structural integrity or
adequacy, nor soils and potential for settlement, drainage, and such (seek assistance from
qualified architect and/or engineer) nor matters concerning liens, title status, and legal
marketability (seek legal assistance), and such.

The appraiser has inspected as far as possible, by observation, of the land; however it was not
possible to personally observe conditions beneath the soil, or hidden structural, or other
components. The value opinion considers there being no such conditions that would cause a
loss in value. The land or the soil of the area being appraised appears firm, however subsidence
in the area is unknown. The appraiser(s) do not warrant against this condition or occurrence of
problems arising from soil conditions.

The appraisal is based on there being no hidden, unapparent, or apparent conditions of the
property site, subsoil, or toxic materials which would render it more or less valuable. No
responsibility is assumed for any such conditions or for any expertise or engineering to discover
them.

8. LEGALITY OF USE: The appraisal is based on the premise that, there is full compliance with
all applicable federal, state, and local environmental regulation and unless otherwise stated in the
report; further that all applicable zoning, building, and use regulations and restrictions of all types
have been complied with unless otherwise stated in the report; further, it is assumed that all
required licenses, consents, permits, or other legislative or administrative authority, local state,
federal, and/or private entity or organization have been or can be obtained or renewed for any
use considered in the value opinion.

9. COMPONENT VALUES: The distribution of the total valuation in this report between land and
any improvements applies only under the existing program of utilization. The separate valuations
for land and building must not be used in conjunction with any other appraisal and are invalid if so
used.

10. INCLUSIONS: Furnishings and equipment or personal property or business operations
except as specifically indicated and typically considered as a part of real estate, have been
disregarded with only the real estate being considered in the value opinion unless otherwise
stated. In some property types, business and real estate interests and values are combined.

4 Luther Appraisal Services, Inc.
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11. VALUE CHANGE, MARKET INFLUENCES, ALTERATION OF OPINION BY
APPRAISER(S): The opinion market value, which is defined in the report, is subject to change
with market changes over time; value is highly related to exposure, time, promotional effort,
terms, motivation, and conditions surrounding the offering. The value opinion considers the
productivity and relative attractiveness of the property physically and economically in the
marketplace.

In cases of appraisals involving capitalization of income benefits, the opinion of market value or
investment value or value-in-use is a reflection of such benefits and appraiser’s interpretation of
income, yields, and other factors derived from general and specific client and market information.
Such estimates are limited to the date of the opinion of value; they are thus subject to change as
the market and value are naturally dynamic.

The “Opinion of Market Value” in the appraisal is not based in whole or in part upon the race,
color, or national origin of the present owners or occupants of the properties in the vicinity of the
property appraised.

12. CHANGES AND MODIFICATIONS: Appraisal report and opinion of value are subject to
change if physical, legal entity, or financing different than the envisioned at the time of writing this
report becomes apparent at a later date.

13. MANAGEMENT OF THE PROPERTY: It is assumed that property which is the subject of this
report will be under prudent and competent ownership and management; neither inefficient or
super-efficient.

14. CONTINUING EDUCATION: The American Society of Farm Managers and Rural Appraisers
conduct voluntary programs of continuing education for their designated members: ARA’s who
meet minimum standards of this program are awarded periodic educational certification, and;
designated members signing this report are currently certified under these programs.

15. FEE: The fee for this appraisal or study is for the service rendered and not for the time spent
on the physical report or the physical report itself. The compensation (fee) for the preparation of
this appraisal report has no relation to the final values reported.

16. CHANGES, MODIFICATIONS: The appraisers, reserves the right to alter statements,
analysis, conclusion or any value opinion in the appraisal if there becomes known to us facts
pertinent to the appraisal process which were unknown to us at the time of the report preparation.

17. MINERAL RIGHTS, NOISE, AND ENVIRONMENTAL CONCERNS: Mineral rights, noise,
and environmental factors have not been given segregated consideration except as noted; they
have been treated with the whole.

18. HAZARDOUS MATERIALS: Unless otherwise stated in this report, the existence of
hazardous substances, including without limitation asbestos, polychlorinated biphenyl’s,
petroleum leakage, or agricultural chemicals, which may or may not be present on the property,
or other environmental conditions, were not called to the attention of nor did the appraiser
become aware of such during the appraiser’s inspection. The appraiser has no knowledge of the
existence of such material on or in the property unless otherwise stated. The appraiser, however,
is not qualified to detect such substances or conditions. If the presence of such substances such
as asbestos, urea-formaldehyde foam insulation, or other hazardous substances or
environmental conditions may affect the value of the property, the opinion of value is predicated
on the assumption that there is no such condition on or in the property or in such proximity
thereto that it would cause a loss in value. No responsibility is assumed for any such conditions,
or for any expertise or engineering knowledge required to discover them. The client is urged to
retain an expert in this field, if desired.

Luther Appraisal Services, Inc. 5
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19. HYPOTHETICAL CONDITIONS:

a) Property Rights: The interest subject to the valuation is that of a fee simple
interest as of the effective date of both land and affixed improvements together
and the land separate.

b) Land: The land, as through vacant, is considered without any of the affixed land
and building improvements.

c) Lease: The existing lease between Shelley Mackay & Barnet Dean and the State
of Montana is considered not to exist on the subject property.

d) Access: Itis being assumed that there is legal and physical access to the

property.

20. EXTRAORDINARY ASSUMPTIONS:
a) Subdivision: It is assumed that the subject property complies with state statutes
and rules and regulations governing subdivisions and sanitation.

The appraisers note that the use of the preceding Hypothetical Conditions and Extraordinary
Assumptions may impact the value conclusion as of the effective date of the appraisal. If there
are changes, a new appraisal assignment maybe necessary.

20. ACCEPTANCE OF, AND/OR USE OF, THIS APPRAISAL REPORT BY THE CLIENT(S),
OR ANY THIRD PARTY, CONSTITUTES ACCEPTANCE OF THE ABOVE CONDITIONS.

6 Luther Appraisal Services, Inc.
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Property Identification and Legal Description
The legal description of the subject property is defined as follows:

TOWNSHIP 6 NORTH, RANGE 57 EAST, M.P.M., Fallon County, Montana

Section 36: Tract 1 defined by COS 0104837 containing 14.96 acres in the SWSW, filed under
Book 1P and Page 355 in the office of the Clerk and Recorder, Fallon County Courthouse.
(Ownership title was obtained from Kelly Motichka, Lands Section Supervisor)

Certificate of Survey Map

Luther Appraisal Services, Inc. 7
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Fallon Cabin Site (Shelley Mackay & Barnet Dean)
Effective Date of Valuation: July 11, 2019
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Purpose and Function of Appraisal

The purpose of this appraisal is to provide a credible opinion of MARKET VALUE of the subject
property in conformance with the Uniform Standards of Professional Appraisal Practice (USPAP).
It is our understanding that this appraisal is to be issued for the possible sale of the subject
property through the cabin site sale process of the State of Montana.

Mr. Stroh and Mr. Luther inspected the property on July 11, 2019. The property was inspected by
walking through property. The appraisers were accompanied by Renee Kelley, Real Estate
Specialist, Scott Aye, DNRC Eastern Land Office, Land Program Manager, Chris Pileski, DNRC
Area Manager, and Shelly Mackay and Barnet Dean, lessees. Property data was gathered from
the Fallon County Courthouse, BLM, DNRC-ELO, DNRC-Helena, DOR, property inspection, and
Shelly Mackay and Barnet Dean.

The region was searched for data and sales of rural residential, farmstead, and smaller part-time
tracts with emphasis on units with similar amenities as the subject. Montana is a non-disclosure
state wherein sale transaction prices and/or details are not required to be filed in public. The
appraisers have inspected, photographed, and verified the data with the principals or their agents.
In most cases, financial data or operating data are estimates based on interviews. Use of the
appraisal and report for any other purpose, any other use, and/or any unintended users, could be
misleading. Third parties who may read the appraisal are not intended users.

All market data and other data discussed, presented, utilized, and disclosed in this report
shall not be disclosed by any person(s) or entity reading, utilizing, and/or presenting the
report by any means of communication, including but not limited to verbal, electronic,
written, to any other party or entity without prior written permission of the signatory
appraiser.

The authority for conducting the appraisal was given by Kelly Motichka, Land Section Supervisor,
P. O. Box 201601, Helena, MT 59620-1601. The clients are the State of Montana, the Montana
Board of Land Commissioners (Land Board), and the Department of Natural Resources and
Conservation (DNRC), P. O. Box 201601, Helena, MT 59620-1601. The intended users are the
State of Montana, the Montana Board of Land Commissioners (Land Board), the Department of
Natural Resources and Conservation (DNRC), P. O. Box 201601, Helena, MT 59620-1601, and
the lessees, Shelley Mackay & Barnet Dean.

This appraisal is being reported in an appraisal report format.

Mr. Luther has been appraising real estate in Montana, ldaho, Wyoming, and North and South
Dakota since 1984, and is familiar with the geographical area in which the property is located.

The appraiser also believes that he possesses the knowledge and experience to complete this
assignment competently. The appraiser has not completed a past appraisal on the property.

Mr. Robert Stroh, Appraiser Trainee, completed work (inspection, report development, analysis,
and writing) and comments on the presentation of scope of work, area/regional, subject property
data section, highest and best use, along with completing market analysis and valuation in the
cost, sales comparison and income approaches, where applicable, with the guidance, review,
editing, and concurrence of Mr. Luther. Mr. Stroh has not completed a past appraisal on the

property.
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Appraisal Dates

Date of Value: July 11, 2019
Date of Inspection: July 11, 2019
Date of Photographs: July 11, 2019
Date of Report: August 29, 2019

Property Rights Appraised

The property rights appraised encompass the fee simple estate subject to encumbrances,
easements, conveyances, restrictions, and/or reservations of record. It is noted that the
appraisers are not a title specialist, that a complete search of the title was not completed by the
appraisers or any associate of the appraisers, and that there can be items contained of record or
not of record that the appraisers were not made aware of or has no knowledge of. This report will
be generally confined to a discussion of the surface rights and will not include a separate value
indication for aerial or subsurface interests. The State of Montana will reserve all mineral
interests for the subject property. Typically, sellers retain any (all or a portion) existing
subsurface rights (oil, gas, hydrocarbons, etc.) that they own in this area. Subsurface rights in
this area have normally been severed in the past when a transfer occurs.

Definition of Value
Market Value is defined as applied in the appraisal as:

Market Value. (12 C.F.R. § 34.42 (h)) Market value means the most probably

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

(1) Buyer and seller are typically motivated;

(2) Both parties are well informed or well advised, and acting in what they consider
their own best interests;

(3) Areasonable time is allowed for exposure in the open market;

(4) Payment is made in terms of case in U.S. dollars or in terms of financial
arrangements comparable thereto; and

(5) 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.

State laws guiding authority. (MCA 70-30-313) Current fair market value is the price that
would be agreed to by a willing and informed seller and buyer, taking into consideration, but
not limited to, the following factors:

(1) the highest and best reasonably available use and its value for such use,
provided current use may not be presumed to be the highest and best use;

(2) the machinery, equipment, and fixtures forming part of the real estate taken; and

(3) any other relevant factors as to which evidence is offered.

The definition of market value is in terms of cash or on financing terms equivalent to cash.

Luther Appraisal Services, Inc. 9
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Present Ownership

The State of Montana currently owns the property. Itis currently leased under a cabin site lease
between the State of Montana and Shelley Mackay & Barnet Dean. Under the hypothetical
condition, this lease is not considered in the valuation.

Exposure Time Verses Marketing Time

Current professional appraisal standards require an appraiser to estimate the typical marketing
and exposure time for the property appraised. “Exposure time” is the estimated length of time the
property interest would have been offered in the market prior to the hypothetical consummation
of a sale at market value on the effective date of the appraisal; exposure time is always presumed
to precede the effective date of appraisal. Alternatively, “marketing time” is a consulting term
which relates to that amount of time that would be required to sell the property interest at the
estimated market value during the period after the effective date of the appraisal. An estimate of
marketing is not intended to be a predication of a date of sale. It is inappropriate to assume the
value as of the effective date of appraisal remains stable during a marketing period.

In applying the market value definition to this appraisal, a reasonable exposure time of 3-18
months has been estimated for the subject. Additionally, the appraisers have considered market
factors external to this appraisal report and has concluded that a reasonable marketing time for
the subject is 3-18 months based on similar market sales in the area.

10 Luther Appraisal Services, Inc.
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AREA/REGIONAL ANALYSIS

This area of east central to southeast Montana is predominantly rural with the major regional
trade centers being Billings, MT; Gillette, WY; Williston and Dickinson, ND; and Rapid City, SD.
The sub-regional trade centers for the area are Miles City, Glendive and Sidney, MT; Belle
Fourche, SD. Basic medical services are located in Miles City, Glendive, and Sidney, MT.
Expanded medical and retail centers are located at Billings, MT; Rapid City, SD; and Williston
and Dickinson, ND. Schools are located at Terry, Glendive, Miles City, Circle, and Wibaux.

Baker, the county seat of Fallon County, has an estimated population of 1,741 in 2010 and 1,935
estimated in 2017 or an 11.1% increase for the town and the county was 2,890 in 2010 with an
estimated population of 3,009 in 2017 or about a 4.1% increase.

Ekalaka, the county seat of Carter County, has an estimated population of 332 in 2010 and 358
estimated in 2017 or a 7.8% increase for the town and the county was 1,160 in 2010 with an
estimated population of 1,222 in 2017 or about a 5.3% increase.

Miles City, the sub-regional trade center along with being the county seat of Custer County, has
an estimated population of 8,410 (2010) and the county is estimated at 11,699 (2010), an
increase of 0.9% for the city, and an increase of 0.2% for the county from 2010. The 2017
estimates are at 8,483 for the city and 11,721 for the county.

Predominant land use in the area is for livestock ranches, both grass and combination units, with
areas of concentrated farming. The farming is concentrated in central Dawson County, south
central to northeastern McCone County, northern to southwestern Richland County, and in the
Yellowstone River Valley and the benches along it.

Access to the area is via MT 200 connecting Grass Range to Sidney via Jordan, Circle, and
Richey. Highway 2 provides access along the north side of the Missouri and Milk Rivers over to
Williston. 1-94 provides service along the Yellowstone River valley up to Glendive and over to
Dickinson. State Highway 261 provides access to Sidney to Wibaux. State Highway MT 7
connects Wibaux, Baker, and Ekalaka. U.S. 12 provides service from Bowman, ND to Miles City
via Baker. U.S. Highway 212, runs from Lame Deer and Ashland to Broadus through Alzada to
Belle Fourche, South Dakota. North and south connections are Montana Route 59 from Miles
City to Broadus, State Highway 323 from Ekalaka to Alzada, and Highway 253 from Terry to
Brockway. Several gravel and dirt county roads provide access and service throughout the area.
Cities with airline service are, Glendive, Sidney, and Billings, MT; Williston and Dickinson, ND,
Rapid City, SD, and Gillette, WY.

Recreational uses in the area are mainly big game hunting along with fishing in the Missouri and
Yellowstone Rivers and tributaries.

Trends As Summarized:

o Rural residential sites are more limited outside the immediate area of Baker and Plevna.
Most farmsteads are already associated with an agricultural operation. In the area
surrounding Baker and between Baker and Plevna, there are several subdivisions and
surveyed tracts of land with acreage ranging from a couple of acres to 30 acres in size
with a more limited amount being larger than 30 acres that are rural residential
properties. These properties do not transfer as often as the properties closer to Baker
and Plevna.

e Rural residential and part time tracts are located further out with most being part-time to
rural residential uses and some, on a more limited basis, being as headquarters for
agricultural operations.

¢ Most have good access off U.S. Highway 12 or by county gravel road.

e The market was at a high point in 2013 to late 2014 declining slightly into 2015 with the
reduction in oil and gas field activity. Currently, the market is stable with limited sales.

e There is still a demand for rural residential tracts and part-time properties around Baker
and between Baker and Plevna.

Luther Appraisal Services, Inc. 11
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Fallon Cabin Site (Shelley Mackay & Barnet Dean)
Effective Date of Valuation: July 11, 2019
071120190742

SUBJECT PROPERTY DESCRIPTION

Property Comments

The property is located 16.7 miles south of Plevna. Legal and physical access to the property is
being assumed based on the hypothetical condition listed on page 6. The proposed 30’ private
access easement is to be completed after the closing of the property. The property is accessed
via gravel road on State owned land from the south off of Road E602, county gravel road. The
building improvements are mainly in the northcentral to southwest portions of the property. It has
Rattlesnake Creek running through the west side with property sloping east to west towards the
creek. Schools are located in Baker and Ekalaka (K-12).

The property is served by two wells located to the west on Section 35. Both wells are connected
to one pipeline that supplies the subject property. This pipeline has nine hydrants on it from the
machine shed, dwelling, and into the corrals. There are also three tanks on this pipeline with one
being off the property to the northwest. There is also a well available for emergency use located
in a small shed in the corrals that is reported to get minimal use.

At the client’s request and the hypothetical condition listed on page 6, the current lease on the
property is not included in the valuation. The current lease term is from March 1, 2017 to
February 28, 2032. The annual lease fee is calculated based on 5% of the most recent
Department of Revenue (DOR) land valuation and in no instance will the lease payment be below
$800. The 2015 DOR land valuation was $19,073 with the current lease payment being 5% of
the land valuation or $953.65.

Taxes and Assessments

The land portion of the property is considered an exempt property and does not have any
assessed taxes because it is owned by the State of Montana. Taxes have been estimated by the
appraiser. If subject to taxation, the land would have assessed taxes of about $95.81 based on a
market value of $14,859. The building improvements are assessed and taxed with the lessee’s
other deeded land at $372.83. Assessments for Soil Conservation District are $6.56. Combined
the total taxes for the property with the land, building improvements, and assessments is about
$475.20.

Mineral Rights

Mineral rights have not been assessed for existing rights nor are they included in the valuation of
the property as a separate item. The State of Montana will reserve all mineral interests for the
subject property. Typically, they have been severed from the surface in the past. The property
rights appraised are the surface estate only.

Environmental Considerations

The property is not listed on the State National Priority List or the Federal Superfund List or on
the EPA’s website as of date of valuation. The appraisers have made no investigation of any
environmental or hazardous material considerations on the subject, nor are qualified to complete
such an investigation. It is assumed that the subject property complies with state statutes and
rules and regulations governing subdivisions and sanitation.

12 Luther Appraisal Services, Inc.
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Fallon Cabin Site (Shelley Mackay & Barnet Dean)
Effective Date of Valuation: July 11, 2019

071120190742
Building Site Improvements
Type Size Eff Age Remaining Life Conformity Utility | Condition
Dwelling 2,369 SF | 35 25 A HF F

Modular-double wide, three bedroom on the main floor with two in the basement, three bathrooms (two

on main floor, one in the basement), asphalt shingles, steel siding, hot water heat. Septic and
drainfield reported to be in working condition.

Type

Size

Eff Age

Remaining Life

Conformity

Utility

Condition

Machine Shed

4,840 SF

20

30

A

A

A

Pole construction, built in two parts, dirt floor and foundation, electrical service, metal roof and siding.

Two openings on the south side.

Type

Size

Eff Age

Remaining Life

Conformity

Utility

Condition

Livestock Barn

720 SF

30

20

A

A

HF

Pole construction, dirt floor and foundation, electrical service, metal roof and siding. Sliding and entry

door on the west side.

Type

Size

Eff Age

Remaining Life

Conformity

Utility

Condition

Livestock Shed

1,344 SF

30

20

A

A

HF

Pole construction, dirt floor and foundation, electrical service, metal roof and siding. Two overhead
doors on the south side.

Type

Size

Eff Age

Remaining Life

Conformity

Utility

Condition

Grain Bin

3,000 BU

30

20

A

A

A

The southern bin in the central portion of the property is the only grain bin that contributes to the value

of the property. This bin is circular steel on concrete. Capacity is reported by the lessee.

The split oil tank sheds and bunk house located south of the machine shed are considered
personal property and are not included in the valuation. The other livestock and storage sheds,
and the two grain bins have some utility value, but do not contribute to the value of the property.

An aerial photo of the site is on the next page.

Luther Appraisal Services, Inc.

Miles City, Montana
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Aerial Map (All)
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Location Map
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Fallon Cabin Site (Shelley Mackay & Barnet Dean)
Effective Date of Valuation: July 11, 2019
071120190742

Highest and Best Use

Highest and best use is defined as, "that use which will yield the greatest net return to the land in
the foreseeable future, or that legal use which will yield to the land the highest present value".
The 12th Edition of The Appraisal of Real Estate defines highest and best use as:

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

The definition forms the essence of the highest and best use analysis. The property's
use must be:

(1) legally permissible

(2) physically possible

(3) financially feasible

(4) maximally productive

Consideration is given to trends based upon recent land sales, economic factors, and
strength of the local market. An analysis of the Highest and Best use of the property
forms the basis of valuation for the subject. Highest and Best Use serves as a guide in
the selection of comparables to be used in the analysis of the subject property. In the
case of agricultural valuations, the replacement cost new less physical depreciation of the
building improvements is seldom fully recognized in the area market.

The definition above is applied specifically to the Highest and Best Use of the land. Itis
recognized in cases where a site has existing improvements, the Highest and Best Use
may very well be determined to be different from existing use. The existing use will
continue however, unless and until the land value in its highest and best use exceeds the
total value of the property in its existing use.

Determination of Highest and Best Use results from the appraiser's judgment and
analytical skills according to these definitions. The use determined from analysis
represents an opinion, not a determination of fact. In this analysis consideration must be
given to that range of uses which are appropriate for the subject property in order to
support its highest value. Consideration must be given to alternative uses as well as
existing use, the types of market available in the area and the surrounding land use

types.

“As if” Vacant Analysis:

In considering the use of the subject property, we have given consideration to its current
use, as well as uses to which it is capable of being adapted. Consideration must be
given to the uses recognizing the limitations imposed by governmental regulations, i.e.
zoning regulations, and by attitudes of typical investors of properties of this type, in the
location under study.

Legal Limitations:

There is no zoning on the subject property with the only regulatory oversight being the
county planning board and county commissioners of Fallon County on subdividing land or
surveying/selling individual parcels. The property has been used as a farmstead in
conjunction with a larger unit for agricultural purposes. The current use is not foreseen
as being in conflict with the best use of the site as if vacant.

16 Luther Appraisal Services, Inc.
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Fallon Cabin Site (Shelley Mackay & Barnet Dean)
Effective Date of Valuation: July 11, 2019
071120190742
Physically Possible Uses:
The uses considered for the subject property must be physically possible. The subject
has been used as a farmstead/headquarters tract in the past. Market activity suggests
that rural residential properties are located in the immediate area of Baker and Plevna.
Small tract properties that are further from Baker and Plevna tend to be used with a
larger operation as a headquarters tract or labor dwelling use.

Financially Feasible Use:

The subject in itself, is not supporting the concept that it is financially feasible. Outside
income is needed to operate the property, which is common for the area. The use of the
property would be as a part time rural residential tract with some more limited use as a
headquarters tract for an agricultural operation.

Maximally Productive Use:

The property, as stated above, is not an income producing property given size and
location. It could be utilized as a tract to support an operation for other agricultural lands
or in the alternative, which is more probable as a rural residential/part-time tract with
some limited agricultural influences.

Highest and Best Use “as improved”:

The area properties used for agricultural purposes are improved with dwelling(s),
machinery and livestock work/storage buildings. Smaller improved tracts are used as a
rural residential tracts, part-time tracts, or are part of a larger agricultural operation
(headquarters tract). The subject, if improved, would most likely have a dwelling with
outbuildings and be used as a rural residential tract and/or part-time tract.

Luther Appraisal Services, Inc. 17
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Fallon Cabin Site (Shelley Mackay & Barnet Dean)
Effective Date of Valuation: July 11, 2019
071120190742

THE APPRAISAL PROCESS

When sufficient data and information is available, the final conclusion of value is estimated after
careful correlation of values obtained from the three approaches to value. These include the
cost, sales comparison, and income approaches. However, with some properties it is not
possible or feasible to obtain adequate information and utilize all three approaches. The
appraiser typically applies those which have adequate data to give a reliable value estimate.

All three of the traditionally acceptable approaches to value have been given consideration in this
appraisal. In the final analysis, the appraisal process and its corresponding approaches to value
are predicated largely on the principle of substitution which implies that a prudent or
knowledgeable purchaser will not pay more for a property than he or she could purchase an
equally desirable substitute property. On the other hand, a prudent or knowledgeable seller will
sell for no less than what similar properties are selling for unless under undue duress. The
appraisers have conducted a detailed research for similar market transactions and other related
and relevant market information including an individual analysis of buyers' and sellers' activities
and motivations.

In the COST APPROACH to value, the estimated depreciated reproduction cost of the buildings
and on-site improvements are determined after taking physical depreciation (wear and tear),
functional obsolescence (which is caused by a problem within the structure caused by poor
design or obsolescence), and external obsolescence (loss of value due to factors outside of the

property).

The INCOME CAPITALIZATION APPROACH estimates the anticipated gross income available
to the landlord. From this figure, deductions are made for operating expenses to determine a net
rental income. The anticipated net income is then capitalized into an indicated value from the
demonstrated returns developed from comparable sales.

The SALES COMPARISON APPROACH assumes there are an adequate number of similar
properties which have sold within a reasonable period of time. The appraiser uses the concept of
comparing the subject property with actual market transactions to deduce the amount that the
subject would likely bring if offered for sale on the open market.

Each sale is compared to the subject property for variation of features, and to ascertain market
parameters and characteristics. The following characteristics were considered for potential
elements of comparison: conditions of sale, financing terms, location, land quality and
productivity, size, and other amenities or factors which may have an effect on value.

Use of the matching pairs concept helps to isolate and quantify certain elements of comparison.
A dollar adjustment is then made to the comparable property to make it similar to the subject. If
the comparable is inferior or less desirable in an element of comparison a positive adjustment is
needed to bring the property up to the subject. Conversely, if the comparable is above the
subject, a negative adjustment is needed to bring the property to a similar comparison to the
subject.

The three approaches, if applied properly and when adequate data is available should indicate a
reasonable range of value. After all of the factors are analyzed and weighed by the appraiser a
reconciliation statement will be made to support and justify which approach is the most applicable
in the valuation of this subject property.

18 Luther Appraisal Services, Inc.
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Effective Date of Valuation: July 11, 2019
071120190742
The sales comparison approach is most applicable for the subject and will be the only approach
used in the valuation. The subject will be valued on a per acre basis, which is how the market
has been describing and pricing these kinds of properties. The cost approach is not being used
due to the subject having older building improvements with most being well depreciated. The
income approach is not a reliable approach for the subject given that it is not an income
producing property.

Luther Appraisal Services, Inc. 19
Miles City, Montana



Fallon Cabin Site (Shelley Mackay & Barnet Dean)
Effective Date of Valuation: July 11, 2019
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SALES COMPARISON APPROACH

The sales comparison technique is based upon the premise that a willing buyer will pay no more
for a property than he can purchase an equally desirable substitute, without undue delay. Itis
this competitive atmosphere which maintains real property values.

The value of the subject site is best evidenced by actual market data. In the process of this
valuation a search was made for vacant land sales with characteristics similar to those found on
the subject. This would include size, access, water, zoning, location, and functional utility.
Transactions which have a low degree of comparability, or were not “arms-length” transactions,
were discarded in the analysis.

All market data and other data discussed, presented, utilized, and disclosed in this report
shall not be disclosed by any person(s) or entity reading, utilizing, and/or presenting the
report by any means of communication, including but not limited to verbal, electronic,
written, to any other party or entity without prior written permission of the signatory

appraisers.

There has been a limited number of rural residential tract sales in the area of the subject property
with all of the sales being located in the area surrounding Baker or between Baker and Plevna.
The improved sales (Sales 2 and 4) both have higher quality dwelling with no outbuildings. Due
to the limited amount of comparable sales in the area; a bracketing approach is used for the
valuation of the land.

Sales Summary:

# Date  Acres Overall 5/Ac Imprvt Adjustment  Adjusted 5/ Land Ac
Salel Aug-18 5 g 4,990 g 4,990
Sale2 Aug-18 10 5 26,000 5 (22,500) 5 3,500
Sale3 Sep-16 15 & 3,569 g 3,569
Saled4 QOct-18 15 5 18,519 5 (15,119) 5 3,400

Land Valuation

Sales 1, 3, and 4 are between Baker and Plevna with Sale 2 being located northeast of Baker.
Sales 2 and 4 are adjusted to reflect the building contribution to arrive at an indication for the land
only. Sale 1 is the smallest at 5 acres and the highest at $4,990 per acre. Sales 2, 3, and 4
range from 10 to 15 acres and indicated a tight range from $3,400 to $3,569 per acre. The
market does not appear to show any difference in prices being paid from 10 to 15 acres.

The subject property, as vacant, is most similar to Sales 2, 3, and 4 due to size with Sale 1
supporting higher prices being paid for smaller tracts. The subject is supported within the range
indicated by Sales 2, 3, and 4 from $3,400 to $3,569 per acre, and best supported in the middle
of the range indicated by the three sales at $3,500.

14.96 acres X $3,500/ac = $52,360
Round to: $52,000
20 Luther Appraisal Services, Inc.
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Fallon Cabin Site (Shelley Mackay & Barnet Dean)
Effective Date of Valuation: July 11, 2019
071120190742
Building Improvement Valuation
Building improvement valuation based on other area sales including agricultural sales due to the
limited number of improvements on the smaller tract sales used in the land valuation. The
agricultural sales used are more comparable in terms of building improvements compared to the
rural residential properties in the Baker and Plevna areas. The building improvements are valued
on a per unit basis.

Remaining % Improvement Contribution / % Total
Type Size Unit  Condition Utility Age Life External Contribution Unit Depreciation Acres Date
Dwelling  1,216.00  SF LF LF 55 5 g 7,597 & 6.25 92 3,044 | 12/1/2016
Dwelling  1,120.00  SF F F 40 5 15 3 8,990 5 8.03 91 10,143  11/15/2017
Dwelling  2,480.00  SF F A 35 25 10 5 102,308 § 41.25 63 10,143  11/15/2017
Dwelling  2,040.00 SF HF A 35 25 S 106,259 S 52.09 58 3,044 12/1/2016
Dwelling  1,616.00 SF A A 30 30 5 105,040 5 65.00 50 280 6/21/2019
Dwelling  1,175.00 SF A A 30 30 5 5 89,300 S 76.00 53 3,843 10/9/2015
Dwelling  2,240.00  SF A A 325 35 g 182,923 & 81.66 42 634 8/4/2016|
Remaining % Improvement Contribution % Total
Type Size Unit  Condition Utility Age Life External Contribution / Unit Depreciation Acres Date
Mach Shel 1,568.00  SF F F 50 5 15 3 2,181 & 1.39 92 10,143  11/15/2017|
Mach Shd  2,560.00 SF F HF 40 5 15 S 4,110 S 1.61 91 10,143  11/15/2017
Machine & 1,152.00 SF A HF 20 30 5 6912 5 6.00 40 280 6/21/2019
Mach She:  4,608.00 SF G A 5 40 5 32,768 S 711 11 10,143 | 11/15/2017
Mach She:  3,200.00 SF A A 10 40 5 46,080 5 14.40 20 634 8/4/2016|
Remaining % Improvement Contribution % Total
Type Size Unit  Condition Utility Age Life External Contribution / Unit Depreciation  Acres Date
Lvstk Barn 1,971.00  SF HF A 45 5 15 3 2,513 5 1.28 92 10,143  11/15/2017
Lvstk Barn 648  SF A A 40 10 3 1,296 5 2.00 80 634 8/4/2016|
Lvstk Barn  2,100.00 SF HF A 35 10 S 6993 S 3.323 78 10,143  11/15/2017
Lvstk Barn  2,400.00 SF HF HF 20 25 5 13,334 S 5.56 44 3,044 12/1/2016
Lvstk Shec 4,400.00 SF A A 30 20 5 26,400 S 6.00 60 3,843 10/9/2015
Lvstk Barn  1,800.00 SF A A 30 20 5 11,520 § 6.40 60 634 8/4/2016|
Lvstk Barn 7,280.00  SF A A 325 20 g 43,528 & 6.67 56 10,143  11/15/2017
Lvstk Barn 2,400.00  SF A A 20 25 g 20,002 & 8.33 44 10,143  11/15/2017
Lvstk Barn 2,304.00  SF A A 5 35 5 3 26,813 & 11.64 17 3,843 | 10/9/2015
Remaining % Improvement Contribution % Total
Type Size Unit  Condition Utility Age Life External Contribution / Unit Depreciation Acres Date
Grain Bin  2,000.00 BU HF HF 25 25 5 500 S 0.25 50 3,044 12/1/2016
Grain Bins  9,000.00 BU HF HF 35 15 5 3,375 5 0.38 70 280 6/21/2019
Grain Bins 21,000.00  BU F A 30 15 35 g 10,236 & 0.49 78 1,920 | 7/11/2017
Grain Bns  8,900.00 BU A A 30 20 25 g 6,008 & 0.68 70 3,843 | 10/9/2015
Grain Bins 6,500.00  BU A A 30 20 g 5,850 & 0.90 60 634 8/4/2016|
Grain Bins 7,600.00 BU A A 30 20 3 6,840 5 0.90 60 10,143  11/15/2017]

Dwellings in the general market are contributing from about $6.00 to slightly over $80.00 per
square foot depending on condition of the structure. Dwellings that are fair to high fair in
condition are from about $6.00 to $52.00 per square foot. The subject’s dwelling is supported
within the middle of this range at $25.00 per square foot due to condition.

Machine sheds range from about mid-$1.00 to about mid-$14.00 per square foot with most at
mid-$1.00 to about $7.00 per square foot. The subject’s machine shed, considering size and
condition, is supported within this range at $6.00 per square foot.

The subject has one livestock shed and one livestock barn. The livestock barn is insulated and
built slightly better. Livestock sheds and barn range from low $1.00 to mid-$11.00 with most in
the $3.00 to $6.00 range per square foot. Both the subject’s livestock shed and barn are
supported within this range. The livestock shed is best supported at the bottom of the range at
$3.00 per square foot with the livestock barn at the upper end at $6.00 per square foot.

Grain bins range from $0.25 to $0.90 per bushel. The subject’s grain bin is in average condition
and is similar to the dataset grain bins in the $0.49 to $0.90 range, and is best supported in the
middle of the range at $0.70 per bushel.
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Size Contributory
(SForBu) S/Unit Value

Dwelling 2369 5 25.00 § 59,225
Machine Shed 4840 5 600 5 29,040
Livestock Barn 720 S 6.00 5 4,320
Livestock Shed 1344 5 300 5 4,032
Grain Bin 3000 5 070 5§ 2,100
Total 5 98,717

Rounded  § 99,000

Overall, the building improvement’s individual contribution is listed above and totals $98,717,
rounded to $99,000.
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Reconciliation of Approaches to Value
The valuation approaches used in this appraisal have produced the following indications of
market value:

Sales Comparison Approach:

As Vacant (Land Only): $ 52,000.00
As Is (Land and Improvements): $151,000.00
Building Improvement Contribution: $ 99,000.00

Strengths and weaknesses of each approach must be redressed correlating the final estimate
from the indicated values. It should be noted that an appraisal utilizes all of the data available,
therefore each lends support for the other approaches.

The income approach was not utilized in the valuation of the subject since it is not regarded as an
income producing property.

The cost approach is not necessary in the valuation of the subject property in itself. The sales
comparison contributory value of the improvements is being utilized on a per unit basis instead of
the cost approach.

The land portion of the sales comparison approach utilized sales that were the most similar to the
subject property. The dataset is limited by the amount of comparable sales in the area. A
bracketing approach was used for the land valuation. The building valuation did not utilized the
same sales used in the land valuation due to them having higher quality and newer
improvements. Other agricultural sales were used in the building valuation due to them being
more comparable to the subject’s building improvements.

In the case of the market data and support, the sales comparison approach was the only
approach used of the three approaches.

Therefore, the opinion of market value of the subject property as of July 11, 2019, “As Vacant”
under the hypothetical condition as the land is vacant with no building or other site improvements
is at $52,000; “As Is” of the effective date of the valuation at: $151,000.00; and “As Is” building
contribution only is at: $99,000. All subject to the hypothetical condition of the property having no
lease in place and of the fee simple estate subject to any encumbrances, reservations,
conveyances, restrictions, and/or easements of record.
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CERTIFICATION OF APPRAISER
| certify to that, to the best of my knowledge and belief:

24

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

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

3. 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.

4. We have no bias with respect to the property that is the subject of this report or to the
parties involved with this assignment. (The “estimate of value” in the appraisal report is
not based in whole or in part upon the race, color, or national origin of the present owners
or occupants of the properties in the vicinity of the property appraised.)

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

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

7. Our analyses, opinions, and conclusions were developed, and this report has been
prepared, in conformity with the Uniform Standards of Professional Appraisal Practice,
2018 Edition.

8. We have made a personal inspection of the property that is the subject of this report.

9. No one provided significant real property appraisal assistance to the person signing
this report.

10. This report has been made in conformity with and is subject to the Code of
Professional Ethics and Standards of the American Society of Farm Managers and Rural
Appraisers. To the best of my knowledge and belief, the statements of fact contained in
this report upon which the analysis, opinions, and conclusions expressed are true and
correct.

11. The American Society of Farm Managers and Rural Appraisers conduct voluntary
programs of continuing education for their designated members. ARAs who meet the
minimum standards of these programs are awarded periodic educational certification. As
of the effective date of this report, Mr. Luther has completed the requirements of the
continuing education program.

12. All contingent and limiting conditions are contained herein and no one other than the
undersigned have prepared the analysis, or set forth conclusions and opinions
concerning the real estate that is the subject of this appraisal assignment.

13. Mr. Luther is a General Certified Real Estate Appraiser, Montana Certificate # REA-
RAG-LIC-188 and Mr. Stroh is a Licensed Real Estate Appraiser Trainee # REA-RET-
LIC-7472.
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14. As required by the USPAP Ethics Rule, we hereby notifying the client that we have
not provided a previous service regarding the subject property within the last three years.

The market value on Fallon County (Mackay & Dean) Cabin Site, as of July 11, 2019 is

As Vacant
**Fifty Two Thousand Dollars**
($52,000.00)

As Is
** One Hundred and Fifty One Thousand Dollars**
($151,000.00 )

As Is Building Contribution

**Ninety Nine Thousand Dollars**
($99,000.00)

%/ 8/29/15

George Ldther, ARA [— Date”

Montana Certified General Real Estate Appraiser

Certificate «RAG-LJC-188
7,43\ )

Robert Stroh Date
Appraiser Trainee
License #REA-RET-LIC-7472
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Interior of the west side of the machine shed.

Interior of the east side of the machine shed.
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Fallon County Cabin Site Property Inspection Photos
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South side of the machine shed.
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Above ground fuel tank east of the machine shed.
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Fallon County Cabin Site Property Inspection Photos
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South and east sides of the machine shed.

View from the northeast corner of the survey, looking southwest.
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Portable bunkhouse.

Portable bunkhouse.
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South side of the dwelling.

South side of the dwelling.

Photos by G. Luther 5



Fallon County Cabin Site Property Inspection Photos
7/11/19

North side of the dwelling.

North side of the dwelling.

Photos by G. Luther 6



Fallon County Cabin Site Property Inspection Photos
7/11/19

Old grain bin in the northern portion of the corrals.

Old grain bin in the northern portion of the corrals.

Photos by G. Luther 7



Fallon County Cabin Site Property Inspection Photos
7/11/19

South and east sides of the livestock barn.

Storage shed.

Photos by G. Luther 8



Fallon County Cabin Site Property Inspection Photos
7/11/19

Storage shed.

Storage shed.

Photos by G. Luther 9



Fallon County Cabin Site Property Inspection Photos
7/11/19

Oil tanks that have been cut in half and made into livestock sheds.

- .

The west side of two oil tank sheds in the southeast portion of the corrals.

Photos by G. Luther 10



Fallon County Cabin Site Property Inspection Photos
7/11/19

Grain bin in the southwest portion of the corrals.

Old livestock shed that has burned in the past.

Photos by G. Luther 11



Fallon County Cabin Site Property Inspection Photos
7/11/19

View of oil tank sheds and storage sheds.

Tach shed on the left and livestock barn on the right. View of the west side of the buildings.

Photos by G. Luther 12



Fallon County Cabin Site Property Inspection Photos
7/11/19

Old bunk house on the left and well house on the right.
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Interior of the livestock barn.

Photos by G. Luther 13



Fallon County Cabin Site Property Inspection Photos
7/11/19

Old bunk house.

Lower corral, looking northwest.

Photos by G. Luther 14



Fallon County Cabin Site Property Inspection Photos
7/11/19

Lower corral, looking west.

Well house.

Photos by G. Luther 15



Fallon County Cabin Site Property Inspection Photos
7/11/19

View from west, looking at the chicken coop and tanks.

Grain bins located south of the dwelling, looking south southeast.

Photos by G. Luther 16



Fallon County Cabin Site Property Inspection Photos
7/11/19

Southern bin, looking northeast.

Above ground fuel tanks.

Photos by G. Luther 17



Fallon County Cabin Site Property Inspection Photos
7/11/19

Oil tank sheds west of the two grain bins.

Oil tank shed nd grai bins looking northst.

Photos by G. Luther




Fallon County Cabin Site Property Inspection Photos
7/11/19

Chicken coop and other sheds located to the west of the grain bins.

Small set of wooded corrals south of the main corrals.

Photos by G. Luther 19



Fallon County Cabin Site Property Inspection Photos
7/11/19

Overall view of the dwelling and machine shed.

Overall view of the corrals and buildings.

Photos by G. Luther 20



DNRC TLMD Real Estate Management Bureau

Cabin/Home Site Sale Program

Scope of Work for the Appraisal of Potential Property Sale Through the Cabin/Home Site Sales
Program: 2018 Fallon County Appraisal

CLIENT, INTENDED USERS, PURPOSE AND INTENDED USE:

The clients are the State of Montana, the Montana Board of Land Commissioners (Land Board),
and the Department of Natural Resources and Conservation (DNRC). The intended users are
State of Montana, the Montana Board of Land Commissioners (Land Board), the Department of
Natural Resources and Conservation (DNRC), and Lessees Shelley Mackay & Barnet J. Dean.
The purpose of the appraisal is to provide the clients with a credible opinion of current fair
market value of the appraised subject property and is intended for use in the decision-making
process concerning the potential sale of said subject property.

DEFINITIONS:

Current fair market value. (12 C.F.R. § 34.42 (h)) Market value means the most probably
price which a property should bring in a competitive and open market under all conditions
requisite to a fair sale, the buyer and seller each acting prudently and knowledgeably, and
assuming the price is not affected by undue stimulus. Implicit in this definition is the
consummation of a sale as of a specified date and the passing of title from seller to buyer under
conditions whereby:

(1) Buyer and seller are typically motivated;

(2) Both parties are well informed or well advised, and acting in what they consider their
own best interests;

(3) A reasonable time is allowed for exposure in the open market;

(4) Payment is made in terms of case in U.S. dollars or in terms of financial
arrangements comparable thereto; and

(5) 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.

State laws guiding authority. (MCA 70-30-313) Current fair market value is the price that
would be agreed to by a willing and informed seller and buyer, taking into consideration, but
not limited to, the following factors:

(1) the highest and best reasonably available use and its value for such use, provided
current use may not be presumed to be the highest and best use;

(2) the machinery, equipment, and fixtures forming part of the real estate taken; and

(3) any other relevant factors as to which evidence is offered.

Highest and best use. 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.

PROPERTY RIGHTS APPRAISED:

State of Montana lands are always to be appraised as if they are in private ownership and could
be sold on the open market and are to be appraised in Fee Simple interest. For analysis
purposes, properties that have leases or licenses on them are to be appraised with the
Hypothetical Condition the leases/licenses do not exist.




EFFECTIVE DATE OF VALUATION AND DATE OF INSPECTION:
The latest date of inspection by the appraiser will be the effective date of the valuation.

SUBJECT PROPERTY DESCRIPTION & CHARACTERISTICS:

The legal descriptions and other characteristics of the state’s property that are known by the
state will be provided to the appraiser. However, the appraiser should verify, as best as
possible, any information provided. Further, should any adverse conditions be found by the
appraiser in the course of inspecting the property and neighborhood, or through researching
information about the property, neighborhood, and market, those conditions shall be
communicated to the clients and may change the scope of work required.

The legal descriptions and other characteristics of the Lessee’s property that are known by the
Lessee will be provided to the appraiser. However, the appraiser should verify, as best as
possible, any information provided. Further, should any adverse conditions be found by the
appraiser in the course of inspecting the property, or through researching information about the
property, neighborhood and market, those conditions shall be communicated to the clients and
may change the scope of work required.

ASSIGNMENT CONDITIONS:

The appraiser must be a Montana certified general appraiser and be competent to appraise the
subject property. The appraisal is to conform to the latest edition of USPAP, and the opinion of
value must be credible. The appraiser is to physically inspect the subject properties at a level
that will allow the appraiser to render a credible opinion of value about the properties. The
appraiser must have knowledge of the comparables through either personal inspection or with
use of sources the appraiser deems reliable, and must have at least viewed the comparables.

The appraiser will consider the highest and best use of the subject property. (Note: It may be
possible that because of the characteristics of a subject property or market, there may be
different highest and best uses for different components of the property. Again, that will depend
on the individual characteristics of the subject property and correlating market. The appraiser
must look at what a typical buyer for the property would consider.)

Along with using the sales comparison approach to value in this appraisal (using comparable
sales of like properties in the subject’s market or similar markets), the appraiser will also
consider the cost and income approaches to value. The appraiser will use those approaches, as
applicable, in order to provide a credible opinion of value. Any approaches not used are to be
noted, along with a reasonable explanation as to why the approach or approaches were not
applicable.

The appraisal will be an Appraisal Report, as per USPAP, that will describe adequately the
information analyzed, appraisal methods, and techniques employed, and reasoning that support
the analyses, opinions, and conclusions. All hypothetical conditions and extraordinary
assumptions must be noted. The appraiser will provide one appraisal report that includes
analysis and appraised values of the one (1) home sites identified in the Supplemental
Appraisal Instructions.

The subject property must be valued with the actual or hypothetical condition that the cabin site
or home site has legal access.

All appraisals are to describe the market value trends, and provide a rate of change, for the
markets of the subject property. Comparable sales used should preferably be most recent sales



available or be adjusted for market trends if appropriate. The comparable sales must be in
reasonable proximity to the subject, preferably within the same county or a neighboring county.
Use comparable sales of like properties.

The home site (land) should be valued under the hypothetical condition that it is vacant raw
land, without any site improvements, utilities, or buildings.

The appraisal report must list all real property improvements that were considered when arriving
at the appraised value for the improvements. Improvements means a home or residence,
outbuildings and structures, sleeping cabins, utilities, water systems, septic systems, docks,
landscaping or any other improvements to the raw land.

The appraised value of state-owned land added to the allocated market value of the non-state-
owned improvements value will not be greater than total market value of the property, with the
hypothetical condition that land and improvements are in fee simple ownership, with one owner.

APPRAISED VALUES REQUIRED:
The appraisal for each home site must:

1. Include a total market value of the property, with the hypothetical condition that land and
improvements are in fee simple ownership, with one owner.

2. Include a separate market value for the state-owned home site (land), under the
hypothetical condition of it being vacant raw land exclusive of real property
improvements.

3. Allocate a separate market value for the non-state-owned improvements, from the total
market value derived in 1 above.

4. Valuation of the improvements must account for all forms of obsolescence.




DNRC TLMD Real Estate Management Bureau
Cabin/Home Site Sale Program
Supplemental Appraisal Instructions: 2018 Fallon County Appraisals

This Scope of Work and Supplemental Appraisal Instructions are to be included in the
appraiser’s addendum.

Subject Properties:

Sale # Acres Legal Description
SW4SW4
948 14.96+ T6N-R57E, Sec. 36
Fallon County

DNRC Contact Information:

Kelly Motichka, Lands Section Supervisor
PO Box 201601

Helena, MT 59620-1601

Phone: (406) 444-4165
kmotichka@mt.gov

Lessees:

Sale 948

Shelley Mackay & Barnet J. Dean

(see DNRC contact for lessee information)

The following will be located in the body of the contract:

The appraisal report will be one document containing the parcel data and the analysis, opinions,
and conclusions of value(s) for the parcel. If deemed necessary by the contractor rather than
including the specific market data in the appraisal report, a separate addendum may be
submitted containing the specific market data as a stand-alone document, which must be
reviewed and accepted along with the appraisal, and will be returned to the appraiser for
retention in his/her files. The appraiser must submit an electronic copy as well as a printed copy
of the appraisal report.

The definition of market value is that as defined in 70-30-313, MCA.

The DNRC will provide access to the state parcel record, as maintained by the land office,
including but not limited to aerial photos, land improvements, property issues, surveys (if any),
and production history. The local land office will provide contact information to the appraiser, if
necessary, in order for the appraiser to obtain access to the property.


mailto:kmotichka@mt.gov

FALLON COUNTY SALE
Unsurveyed lot in SW4SW4, T6N-R57E, Sec. 36, Fallon County

#948
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July 22, 2019 Page 1 of 1
421 18056-00 General Abstract

STATE OF MONTANA
DEPARTMENT OF NATURAL RESOURCES AND CONSERVATI ON
1424 9TH AVENUE P.0.BOX 201601 HELENA, MONTANA 59620-1601

GENERAL ABSTRACT

Water Right Number: 421 18056-00 STATEMENT OF CLAIM
Version: 1 -- ORIGINAL RIGHT

Version Status: ACTIVE

Owners. MONTANA, STATE OF BOARD OF LAND COMMISSIONERS
TRUST LAND MANAGEMENT DIVISION
PO BOX 201601
HELENA, MT 59620-1601

Priority Date: OCTOBER 1, 1947

Enforceable Priority Date:  OCTOBER 1, 1947
Typeof Historical Right: FILED

Purpose (use): STOCK
Maximum Flow Rate: 7.00 GPM
Maximum Volume: THIS WATER RIGHT INCLUDES THE AMOUNT OF WATER CONSUMPTIVELY USED

FOR STOCKWATERING PURPOSES AT THE RATE OF 30 GALLONS PER DAY PER
ANIMAL UNIT. ANIMAL UNITS SHALL BE BASED ON REASONABLE CARRYING
CAPACITY AND HISTORICAL USE OF THE AREA SERVICED BY THIS WATER

SOURCE.
Source Name: GROUNDWATER
Source Type: GROUNDWATER
Point of Diversion and M eans of Diversion:
ID Govt Lot QtrSec Sec Twp Rge County
1 NWSWSW 36 6N 57E FALLON

Period of Diversion: JANUARY 1 TO DECEMBER 31
Diversion Means. WELL

Period of Use: JANUARY 1 to DECEMBER 31
Place of Use:
ID Acres Govt Lot OtrSec Sec Twp Rge County

=

NWSWSW 36 6N 57E FALLON

Remarks:



July 22, 2019
421 18125-00

STATE OF MONTANA
DEPARTMENT OF NATURAL RESOURCES AND CONSERVATI ON
1424 9TH AVENUE P.0.BOX 201601 HELENA, MONTANA 59620-1601

GENERAL ABSTRACT

Water Right Number: 421 18125-00 STATEMENT OF CLAIM
Version: 1 -- ORIGINAL RIGHT

Version Status: ACTIVE

Owners:. MONTANA, STATE OF BOARD OF LAND COMMISSIONERS
TRUST LAND MANAGEMENT DIVISION
PO BOX 201601
HELENA, MT 59620-1601

Priority Date: OCTOBER 1, 1947

Enforceable Priority Date:  OCTOBER 1, 1947
Typeof Historical Right: FILED

Purpose (use): DOMESTIC
Maximum Flow Rate: 7.00 GPM
Maximum Volume: 1.50 AC-FT
Households: 1

Maximum Acres: 0.25
Source Name: GROUNDWATER

Source Type: GROUNDWATER
Point of Diversion and M eans of Diversion:

ID Govt Lot QtrSec Sec Twp Rge County
1 NWSWSW 36 6N 57E FALLON

Period of Diversion: JANUARY 1 TO DECEMBER 31
Diverson Means. WELL

Period of Use: JANUARY 1 to DECEMBER 31
Place of Use:
ID Acres Govt Lot QtrSec Sec Twp Rge County
1 0.25 NWSwWsSw 36 6N 57E FALLON
Total: 0.25

Page 1 of 1
General Abstract

Remarks:


























































































Qualifications of the Appraiser

George Luther, Jr., ARA

PROFESSIONAL AFFILIATIONS

Member:

Certified:

Committees/Officer:

Licensed:
EDUCATION
Degree:

Appraisal Courses:

Accredited Rural Appraiser (ARA); ARA Certificate #989
American Society of Farm Managers and Rural Appraisers (ASFMRA)
Member, Montana Chapter of the ASFMRA

Certified General Real Estate Appraiser, State of Montana Certificate #REA-RAG-
LIC-188, Wyoming Certified General Real Estate Appraiser Permit #246, State of
North Dakota #CG-21366, State of South Dakota #1094CG

Member, Montana Board of Real Estate Appraisers; Past District Vice President,
ASFMRA, District VI (MT, WY, ND, SD, & NE); Past Member UAAR (Uniform
Agricultural Appraisal Report) Committee; Past Member, ASFMRA, Past District
Review Committee Member; Past member of Appraisal Review, Accrediting,
Appraisal Education, and Professional Advancement National Committees, and
Montana Chapter ASFMRA Appraisal Review Committee; Past President and Vice
President Montana Chapter ASFMRA; Past Member ASFMRA Governance Task
Force and By-Laws Committee, Task Force Chair: Ethics and Standards

Real Estate Sales Person, License # RRE-RBS-LIC-64628

BS: Ag. Education, Broadfield Option; Montana State University, June, 1983

Advanced Rural Valuation Case Studies 1 and Grain Facility Valuation, January,
2015

Wind Powered Electric Generators and Their Impact on Land

Ownership, February 2013

Valuation of Intangible and Non-Financial Assets, Income Approach, February 2017
Natural Resource Valuation, February 2013

GIS for Real Estate and Appraisal, February 2012

MT Access & Easement Law, February 2012

Sales Comparison Approach, February 2011

Cost Estimating, February 2010

Valuation of Wind Energy, October, 2009

Uniform Appraisal Standards for Federal Land Acquisitions, October 2017
Requirements of UASFLA — The “Yellow Book”, October 2008

Valuation of Conservation Easements, January 2008

Appraising Ag. Land in Transition, September, 2005, March 2006

Scope of Work, March 2006

Conservation Easements, January 2001

Eminent Domain, January 1998

Advanced Resource Valuation, March 1995 (Minerals, Water, & Timber)
Advanced Technical Appraisal Review, July 1994

Uniformed Standards of Professional Appraisal Practice, February 1997, January
2000, February 2003, January 2005, October 2006, February 2008, February 2010,
February 2012, February 2014, February 2016, January 2018

Mentor/Trainee Class, February 2015

Highest and Best Use, January, 2002

Income Capitalization: Leveraged, January 1994

Instructor Workshop, January 1994, November 1995, October 1997
Capitalization Theory and Techniques, June 1992

Advanced Rural Appraisal, July 1988

Principals of Rural Appraisal, January 1988

Fundamentals of Appraisal, August 1987



Instructor:

Boards, Other
Memberships:

Various Appraisal Seminars on right of way and conservation easements, oil and gas
in Montana, title report issues, estate planning and appraisals, ranch, subdivision,
access easements, AFO/CAFO, riverbed title issues, water rights, and CRP valuation
by ASFMRA, IRWA and Appraisal Institute

American Society of Farm Managers and Rural Appraisers; Past Instructor on
Advanced Appraisal Review, Highest and Best Use, ASFMRA Standard and Ethics,
and USPAP. Course developer, presentation, and instructor on Fractional Interests:
Undivided Interests seminars. Instructed courses in 1995, 1996, 1997, 1998, and
2000 in MT, OR, ND, SD, TN, CO, and LA.

Commissioner, T & Y Irrigation District

Citizens Advisory Council, MTFWP Region 7; Citizens Advisory Council, Colstrip
Electrical Generating Plants; Past President and member, Miles City — Custer
County Planning Board; Past-Chairman and member, Miles City Zoning
Commission; Past member, Society for Range Management, Past NREMT (88-06)

WORK EXPERIENCE/EMPLOYMENT

Luther Appraisal
Services, Inc.

Northwest FCS,
Interstate FLBA/PCA

Interstate FLBA/PCA

FLB of Spokane

FDIC, USDA

October, 1994 to present; self-employed in real estate appraisals, consulting, and
management. Appraisal clients include B & S Livestock, Inc.; Crowley, Haughey,
Hanson, Toole, & Dietrich (Crowley-Fleck); Lucas & Tonn, P.C.; Brown & Huss;
Ragain Christensen Fulton & Filz, PLLC; Moulton-Bellingham; Rocky Mountain Oll
Co.; Rural Economic & Community Development and FSA, USDA; NRCS, USDA;
Whiteside Livestock; Nefsy Estate; WL Ranch Co.; J B Grierson Co.; Hunt Oil
Company; Prairie County Cooperative State Grazing District; Fallon County;
Rosebud County; Stockman Bank; U.S. Bank; Wells Fargo; Rabobank; Community
First Federal Credit Union; Summit National Bank; Farm Credit Services; Garfield
County Bank; First Interstate Bank; AgStar Financial Services, ACA; Western Ag.
Financial; First State Bank; Wesco Resources; Tongue River Railroad Co.; DME
RR; Montco LLP; P&M Coal Mining Co.; GNP, LP; Arch Coal Co., Ark Land
Company, Westmoreland Coal Co. State of Montana Department of
Transportation, Department of Fish, Wildlife and Parks, and Department of Natural
Resources and Conservation; Rocky Mountain Elk Foundation; US Fish & Wildlife
Service, USDI, BLM, U. S. Forest Service, ASD, USDOI; BOR; The Conservation
Fund, American Prairie Reserve, Burlington Oil and Gas, and various surface
owners in right of way and damage issues. References are available upon
request.

January, 2001 to present: Management of and consulting on use of the surface
estate of slightly over 200,000 acres located in the State of Montana owned by
Great Northern Properties, LP and WPP LLC.

Consulting on Family Corporation splits, Property partitioning, Access and surface
use negotiations, Land use issues, Energy development issues with local
landowners and area entities, and Special Master and Receiver for State District
Courts

Senior Appraiser from 1987 to September 1994. Responsibilities included
supervision and management of Appraisal Department for 42 counties in Montana
and eight staff. Completed appraisals on farm, ranch, and residential properties for
mortgage financing, loan servicing actions, and litigation work.

Credit Officer/Appraiser from 1984 to 1987. Responsibilities included appraisal of
farm and ranch property, writing new loans, and servicing non-performing assets
through work-outs, collection, and restructures.

Farm Credit Assistant with appraisal and loan origination responsibilities in
Montana and Idaho during 1983 to 1984.

Summers, 1980 to 1983. Loss Adjuster/Investigator for determination of crop
losses involved with crop insurance.

Raised on family cattle and farming operations near Hardin and Rosebud, Montana

The American Society of Farm Managers and Rural Appraisers conducts a mandatory program of continuing
education. | am current with the requirements of the program.



Qualifications of Appraiser-Trainee
Robert Stroh

Education:
University Of Wyoming, Laramie Wyoming. Graduated with a B.A. in Business Administration, Minored in
Decision Science

Licenses:
Montana Appraiser Trainee Real Estate Appraiser, REA-RET-LIC-7472

Professional Societies
American Society of Farm Managers and Rural Appraisers, Montana Chapter

Appraisal Courses:

Basic Appraisal Principles (July 2015)

Basic Appraisal Procedures (July 2015)

National Uniform Standards and Professional Appraisal Practices (July 2015)
General Market Analysis and Highest & Best Use (October 2015)

Sales Comparison Approach (March 2016)

Update of Uniform Standards of Professional Appraisal Practice (February 2016, January 2018)
Cost Approach (April 2016)

Income Approach (May 2016)

Eminent Domain (March 2017)

Integrated Approaches to Value (March 2017)

Real Estate Finance, Statistics, and Valuation Modeling (October 2018)
General Appraiser Income Approach Part [l (November 2018)

Report Writing and Case Studies (January 2019)

Continuing Education:

Ag Lenders Range School (June 2016)

Valuation of Intangible and Non-Financial Assets (February 2017)
Income Approach applications Seminar (February 2017)

Report Writing Seminar (January 2018)

Work Experience and Employment:

Luther Appraisal Services, Inc. (November 2015 to Present). Responsibilities including appraisals on
farm, ranch, and commercial properties for mortgage financing, estate tax reporting, and financial
planning.
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