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Appraisal Research Group

Philip J. Ryge. MAI 211 South Main Street  Kalispell. MT 59901 (406)752-7000

February 27, 1998

Steve Welch

State of Montana Department of Environmental Quality
1520 E. 6th Avenue

P.O. Box 200901

Helena, Montana 59620-0901

Dear Mr Welch:

In accordance with our agreement of February 4, 1998, [ have prepared and now present the
study which was the subject of that agreement. The stated purpose of that agreement was to

determine "whether the existence of a gravel pit and gravel crushing operation impacts the value
of surrounding real property.”

The subject gravel pits are located approximately sever miles north of Bigfork., Montana on the
east side of Highway 55.

The attached report includes my research, analysis, and conclusion which are consistent with the
terms of our agreement and with the Uniform Standards of Professional Appraisal Practice
promulgated by the Appraisal Institute.

Sales of residenuial properties located within the area of influence --1/2 mile radius of the gravel
pits -- from 1994 to the most recent in October, 1997 were compared to the sales of similar
properties located in areas outside the influence ot a gravel pit. The goal was to determine
whether a price differential between an intluenced property and an uninfluenced property could
be detected and attributed to the influence of the gravel pits.

As a result my investigation of the properties and analysis of the information gathered, and
subject to the assumptions and limiting conditions stated in the report, it is my opinion as of
February 15, 1998, that the subject gravel piis had not adversely affected the value of the
surrounding real property. [f the gravel pit acuvity reverts to the operational level of 1994
through 1996 (prior to the summer of 1997), there s no market evidence to suggest that property
values will be affected in the future.
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Certification

[ certify that, to the best of my 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 my personal, unbiased professional analyses,
opinion, and conclusions.

- [ have no present or prospective interest in the property that is the subject of this report, and
I have no personal interest or bias with respect to the parties involved.

- my compensation is not contingent on an action or event resulting from the analyses.
opinion, or conclusion in, or the use of, this report.

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

- I have made a personal inspection of the property that is the subject of this report.

- no one provided significant professional assistance to the person signing this report.
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QUALIFICATIONS OF THE APPRAISER

COLLEGE EDUCATION

B.A. Economics and Political Science, Concordia College, Moorhead, Minnesota

SPECIALIZED EDUCATION

Appraisal [nstitute

IA1 Real Estate Appraisal Principles

A2 Basic Valuation Principles

IB1  Capitalization Theory and Techniques I, Portland University
1B2  Capitahization Theory and Techniques | I, Portland University
I1B3  Capitahization Theory and Techniques 111, Portland University
2-1 Case Studies in Real Estate Valuation, Indiana University

2-2  Valuation Analysis and Report Writing, Indiana University

Statistical Analysis of the Real Estate Market, Indiana University
Feasibility/Market Analysis, James A. Graaskamp, Al
Subdivision Analysis, Al

Commercial Construction tvaluation, Al

Easement and Right of Way Evaluation. A L

Accrued Depreciation, Al

Applied Sales Comparison Approach, A L

Fair Lending and the Appraiser, Al

Limited Appraisals and Appraisal Reporting Options, A.l
Real Estate Risk Analysis. AL

Standard of Professional Practice, A.l.

Timber Valuation, A1

Americans With Disabilities Act Seminar, A.L

REALTORS Natiopal Meayxeting Institute

CI 101 Fundamentals of Commercial Investment Analysis
CI 102 Market Analysis and Feasibility Studies

CI 103 Advanced Real [=state Taxation

CI 104 Case Studies 1in Commercial Investment Analysis
CI 105 Skill and Technicues »f Effective Communication

Other Courses

Valuation of Business Opportunities, Business Marketing Corporation

PROFESSIONAL DESIGMATIONS
MAL  Member of the Apnraisal Institute
CCIM Certified Commerzial [nvestment Member of the National Assoclation of Realtors
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ASSUMPTIONS AND LIMITING CONDITIONS

I. LIMIT OF LIABILITY: The hability of Appraisal Research Group and Philip J. Rvag and employees
1s hmited 1o the client and to the fee collected. Further, there is no accountability. obligation. or liability
to any third party. [f this report is placed in the hands of anyone other than 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, and legally.

2. COPIES, PUBLICATIONS, 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) remains the property of the Appraiser for the use of the client, the fee being
for the analytical services only

3. CONFIDENTIALITY: This appraisal is to be used only in its entirety and no part is to be used
without the whole report. All conclusions and opinions concerning the analysis set forth in the report
were prepared by the Appraiser whose signature appears in the appraisal report. No change of any item
IN the report shall be made by anyone other than the Appraiser. The Appraiser and firm shall have no
responsibility if any such unauthorized change is made. The Appraiser may not divulge the material
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 Appraisal Institute

as 1t may request in confidence for ethics enforcement, or by a court of law or body with the power of
subpoena.

4. TRADE SECRETS: This appraisal was obtained from Appraisal Research Group and consists of
"trade secrets and commercial or financial information” which is privileged and confidential and
excepted from disclosure under 5 U.S.C. 552 (b) (4). Notify the appraiser signing the report of any
request to reproduce the appraisal in whole or in part.

5. INFORMATION USED: No responsibility 1s assumed for the accuracy of information furnished by
the work of others, the client, his designee, or public records. The Appraiser and firm IS not liable for
such information or for the work of possible subcontractors. Be advised that some of the people
associated with Appraisal Research Group and possibly signing the 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 source thought reasonable and reliable; 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 commitment of funds for subject property.

6. TESTIMONY, CONSULTATION, COMPLETION OF CONTRACT FOR APPRAISAL SERVICES:
The contract for appraisal, consultation or analytical service is fulfilled and the total fee is payable upon
completion of the report. The Appraiser or those assisting in 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 any subpoena, the
client shall be responsible for any additional time, fees, and charges regardless of issuing party.

Page 4



7. 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 any, are included for the same purpmf,(: as of
the date of the photos. Site plans are not surveys unless shown from separate survevor

8. 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 s
rendered as to the title, which is presumed to be good and merchantable. The property is appraised as |f
free and clear, unless othernwvise stated in particular parts of the report

The legal description is assumed to be correct as used in this report 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 chient, lender and/or owner should inspect the property before any disbursement of funds,
further it is likely that the client, lender or owner may wish to require mechanical or structural
inspections by qualified and licensed contractor, civil or structural engineer, architect, or other expert

The Appraiser has inspected as far as possible, by observation, the land and the improvements; however,
it was not possible to personally abserve conditions beneath the soil or hidden structural. or other
components. The Appraiser has not critically inspected mechanical components within the improvements
and no representations are made herein as to these matters unless specifically stated and considered in
the report. The value estimate considers there being no such conditions that would cause a loss of value.
The land or the soil of the area being appraised appears firm however soil conditions in the area are

unknown. The Appraiser does not warrant against this condition or occurrence of problems arising from
soil conditions.

The appraisal is based on there being no hidden, inapparent, or apparent conditions of the property site,
subsoil or structures or toxic materials which would render it more or less valuable. No responsibility is
assumed for any such condifions or for any expertise or engineering to discover them. All mechanical
components are assumed to he in opzrable condition and status standard for properties of the subject
type. Conditions of heating, cooling, ventilating, electrical and plumbing equipment is considered to be
commensurate with the condition of the balance of the improvements unless otherwise stated. No
judgment is made as to adequacy of insulation, type of insulation, or energy efficiency of the
improvements or equipmend which is assumed standard for subject age and type

The Appraiser assumes no responsibiiity for any costs or consequences arising due to the need, or the
lack of need for flood insurance. An agent for the Federal Flood Insurance Program should be contacted
to determine the actual need for flood hazard insurance.

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

10. COMPONENT VALUES: The distribution of the total valuation in this report between land and

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 invahd if so used

I AUXILIARY AND RELATED STUDIES: No environmental or impact studies. special market

study or analysis. highest and best use analysis study or feasibility study has been requested or made
unless otherwise specified in an agreement for services or in the report.

12. DOLLAR VALUES, PURCHASING POWER: The market value estimated, values used, and the
costs used are as of the date of the estimate of value. All dollar amounts are based on the purchasing
power and price of the dollar as of the date of the value estimate.

13. MANAGEMENT OF THE PROPERTY: [t is assumed that the property which is the subject of this

report will be under prudent and competent ownership and management, neither inefficient nor super
efficient.

14. 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. '

15. INSULATION AND TOXIC MATERIALS: Unless otherwise stated in this report. the Appraiser
signing this report has no knowledge concerning the presence or absence of toxic materials and/or
urea-formaldehyde foam insulation in existing improvements; if such is present the value of the property
may be adversely affected and re-appraisal at additional cost necessary to estimate the effects of such.

16. CHANGES AND MODIFICATIONS: The Appraiser reserves the right to alter statements. analysis,
conclusions, or any value estimate in the report if there becomes known to him facts pertinent to the
appraisal process which were unknown when the report was finished. This appraisal report and the
conclusions contained herein are subject to change if physical or legal entity or financing is different
than that envisioned in the report.

ACCEPTANCE OF, AND/OR USE OF THIS APPRAISAL REPORT BY CLIENT OR ANY THIRD
PARTY CONSTITUTES ACCEPTANCE OF THE ABOVE LIMITATIONS AND CONDITIONS.
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Purpose and Use of the Report

The purpose ot this report 1s to determine whether the presence ol an aperaung

gravel pit impacts the value of neighboring properties. This report will be used t«

assist the Deparument ot Environmental Qualitv in administering the opencur
mining permit process

Location and Ownership of the Subject Property

The property that is the subject of this study consists of two opencut mining
operations (gravel pits) that are immed:ately adjacent to each other. They are
located seven miles north of Bigfork, Montana on the east side and adjacent to
Highway 35 at the southeast corner of the intersection of Lindsey Lane. More
specifically, Tracts 7F and 3 A inthe NW 1/4 of Section 26, Township 28N,
Range 20W. The reputed owners of Tract 7F are James J. Clouse and Marti Jo
Clouse. The reputed owners of Tract 3A are Al Schellinger and Arnold A. Mohl.

Subjeat Gravel Pits. View to West



Zoning
The area of the subject gravel pitis currently unzoned. However, an application to
implement zoning has been filed with the Flathead Regional Development Office.
[f enacted, the new zoning ordinance would prohibit commercial development in
the area. Gravel pits would be allowed under conditional use permits which would
be subject to the approval of the Flathead County Commission.

Effective Date of Study
The effective date of this report is February 15, 1998. The study encompassed a
period of time from February 1, 1998 to March S, 1998. The study utilizes sales
data from 1993 to 1998.

Facts to be Considered

The owners of the subject gravel pits have applied to the Montana Department of
Environmental Quality for a permit to expand the size of the pit from 8.5 acres to
33.7 acres. As of the date of this study, and at least for the previous year, the size
of the pits which are the subject of this study, include an area that is at least 40
acres. The permit would require complete reclamation of both pits to a level
suitable for homesites, livestock, and/or wildlife habitats by the year 2008.
In addition, the permit includes the following restrictions and assurances:

l. Neighborhood water quality and quantity will be protected.

2 The pit operation is limited to a gravel crusher, wash plant, cement
batch plant, and pug mill.

3. The hours of operation are restricted to 6 a.m. to 7 p.m. Monday
through Saturday.

4. The size of the open mining area will not exceed 33.7 acres;

3, Fueling areas must be lined and bermed to contain spills.

Problem to be Considered
While in operation, gravel pits create noise, dust, traffic, fumes, and other sensory
stimuli that may be considered unesthetic, damaging, and/or detrimental to
neighborhood homeowners. Citing an increase in the amount of noise, dust,
traffic, and fumes, all of which may result in a devaluation of their property
values, neighborhood property owners are protesting the issuance of this permit
The problem to be considered in this study is whether these stimuli have a
diminutive effect on the value of the neighboring properties; specifically, on
properties located within a one half mile radius of the gravel pit. The scope of this
study is to analyze the effects of the pits as they presently exist. It does not
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anticipate a higher intensity of operation, i.e. more truck traffic. more dust and
noise, etc.

In appraisal terminology, an adverse eftect on value which results from external
forces is called Economic Obsolescence.

"Economic Obsolescence, caused by adverse environmental factors, results in
some degree of market rejection, and the extent of this item of depreciation is
the extent of the loss in market value. Since economic obsolescence is not
inherent in the improvements, its adverse effect on value may affect the land
value, the improvement value, or both." (The Appraisal of Real Estate,

American Institute of Real Estate Appraisers, 430 N. Michigan Ave,
Chicago, IL, Page 258)

Methodology Employed
The methodology employed 1s a sales comparison technique that seeks to develop
a percentage difference between the values of properties influenced by the
presence of the gravel pit versus properties that are not influenced. Actual sales of
properties that are influenced must be compared to similar properties that are not
influenced. For example, a ten year old 2000-square foot house with a double car
garage on a one-acre tract located within the influence of the gravel pit sold for
$80,000, and a similar house -- ten years old, 2000-square feet, double car garage,
one-acre tract -- located in a different, but economically equivalent, neighborhood
without a gravel pit sold for $100,000. One might conclude that the 20% price
differential was due to the adverse influence exerted by the gravel pit. [fthe
properties are not similar and cannot be compared one on one, they must be
adjusted to account for differences. The adjustments are extracted from the market
and include date of sale, size, physical characteristics, age, land value differences,
and others. If there 1s a difference between the price of the influenced property and
the price of the uninfluenced property that cannot be attributed to other causes, it
may be due to the influence wielded by the gravel pit. [fa significant number of
"pairings" demonstrate a reliably uniform trend, one may conclude that the
presence of a gravel pit impacts the value of the surrounding real estate.



Assumptions and Conditions
The conclusions contained in the report are subject to the following assumptions
and conditions:
|. Enforcement by the Montana Department of Environmental Quality of the
permit conditions and restrictions which include but are not limited to those
listed on page 8 of this report.
2. Future pit operation activity to be consistent with 1994 - 1996 levels until
reclamation in year 2008.
3. Reclamation of the subject gravel pit land must be completed no later than
prescribed in the permit application.

Sales Analysis

The following analysis includes two groupings of properties. Pictured and
described are sales of properties located in the neighborhood of the subject gravel
pits. These sales are 1dentified as Subject Sales and as such, are influenced and
affected by their proximity to the gravel pits. The second group includes sales of
properties that are-located outside the influence of any gravel pit. They are
identified as Comp Sales and for reference, given the letter of the corresponding
Subject Sale and an arbitrarily assigned number, e.g. A1, B2, C3, etc.. A brief
description of each comp sale can be found on the Comparable Sales Chart (Page
25). A more complete description is maintained in the appraisers work file.

If the presence of the gravel pits adversely affects the value of the subject sales
and by extension, the rest of the neighborhood, it would manifest in a sales price
that is lower than the price received if the gravel pits were not present. Therefore,
each subject sale is compared to a grouping of comp sales that reflect a high
degree of similarity to the subject sale, but which are located in neighborhoods
without gravel pits. Price differences that cannot be explained by such factors as
age, size, quality, location, etc., may be ascribed to the influence of the subject
gravel pits on the Subject Sale.

Except as otherwise noted, all comp sales are located in unzoned areas of FFlathead
County that, in terms of economic forces, are reasonably similar to the
neighborhood of the subject. Locational and land value dissimilarities, if any, are
noted in the analysis. The Comparable Sales Chart may be serve as a useful
reference while reading the analysis.
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Date of Sale:
Sale Price:

Location:
Lot Size:

Finished SF:

Price per SF
Basement:
Garage:

Outbuilding:

Age:
Style
View:

September 28, 1994

$62 500, $1,000 down, 10% , $657.29/month
Tract 7 26 28 20

5 acres

924 SF (14'X66' 1987 Fleetwood Briarwood)
$67.64

None

None

Numerous storage buildings

/7
Sing
Restricted, primarily of the gravel pit and surrounding
homesites.

years
N

glewide

Comments: This property s located adjacent to the subject gravel pits. The
operation can be seen from this property; notse levels from trucks and gravel
crusher would be high, and with no tree cover, dust from the pit operation would
certainly infiltrate the improvements on this property. A single wide mobile home
on five acres that sold for $62,500 in 1994, this property is compared to mobtle
home properties throughout Flathead Vallev that are reasonably similar in terms of
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size and physical characteristics. The subject property indicates a per square foot
price including land of $67.64. The range provided by the comparable sales is
$74.49 to $89.29, amounts which are substantially higher than that indicated for

the subject. The following analysis seeks to solve for this discrepancy.

Analysis: The land size for each comparable is equal to the land size of the
subject. However, Comp Sale A7 land is located in an area that commands a
higher price per acre than that commanded in the subject area. Comp Sales A1,
A2, A3, A4, and A7 have outbuildings that are superior to the subject's. The AS
mobile home is much newer than the subject and in this respect, superior.
(Comparing A5 with resale A6 it appears that there is some appreciation in value
between April, 1996 and April, 1997, hence AS, the sale closest in time to the
subject, is more reliable.) If one were to allocate $7500 to the shop buildings
included with Al and A2, the resulting per square foot value indications would be
$70.13 and $66.83 respectively. In terms date of sale, location, and physical
similarity, Al and A2 bear the highest degree of similarity to the subject. At
$67.64 per square foot, the subject 1s within the range indicated by the
comparables, hence no economic depreciation is detected.
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Subject Sale B

Date of Sale: June 30, 1995

Sales Price: $100,000, $15,000 down; 8.5% , 10 years
Location: Tract 7E 26 28 20

Lot Size: 2 Acres

Finished SF: 1586 SF (Highland Park mobile home)
Basement: None

Garage: Double Detached (24' X 32")
Outbuildings: None

Age: 2 years

Style Doublewide mobile home

View: The view 15 of the countryside to the west.

Comments: Like Subject Sale A, Subject Sale B 1s located adjacent to the subject
gravel pits. In terms of direct exposure to the effects of the pit operation, this
property is probably influenced to a greater extent than the other subject sale
properties. A double wide mobile home located between Lindsey Lane and the
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subject gravel pits, this subject sale s compared to other double wide mobile
homes that are reasonably similar, but not influenced by a gravel pit operation.
Analysis: The subject sale indicates a per square foot value, including land, of
$63.05. The comparable sales indicate a range of $53.75 to $67.30. All three
comparable sales have a high degree of similarity to the subject. B2, representing
the high end of the bracket, has creek frontage and hence more valuable land. Bl
1s older than the subject which may explain the lower price (per square foot).
Comp Sale B3 1s newer than the subject and in a superior location, yet sold for less
money. Other than basic market imprecision, there appears to be no explanation
for this discrepancy. The subject is well within the bracket and there is no

indication that it may be adversely influenced by the presence of the subject gravel
pits.
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Subject Sale C

Date of Sale: June 1, 1996

Sales Price: $130,000

Location: Tract 7DC 26 28 20

Lot Size: 2.73 Acres

Finished SF: 1460 SF

Basement: None

Garage: Single attached, Double detached.
Qutbuildings: Carport

Age: 18 years

Style Ranch

View: Restricted to trees on site.

Comments: Subject Sale C is located approximately 1/8 mile south of the gravel
pits on the south side of private road that also provides access to Comparable Sale
Al. The area is wooded. Exposure to the subject gravel pits is limited. There 1s
no visual exposure; sound, smell, and dust exposure would be less than that
experienced by Subject Sales A and B.
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Analysis: Comp Sales C1 and C2 are the same property; the first sale occurred in
August 1996 and the second in June, 1997. A difference of 2 percent between
August 1996 and June, 1997 -- 10 months -- is noted, although it is probably
suggestive of market imprecision rather than appreciation. The value range
indicated by the comparable sales is $43.90 to $77.05. The subject sold for
$89.04, well above this range. Comp Sale C1 and C2 (the same property) is
centrally located in the Flathead Valley which is somewhat superior to the location
of the subject; however, the value difference, if any, is probably offset by the
greater size of the comparable sale site -- 2.73 acres versus 2.01 acres. In addition
to the 1,528 square feet on the main floor, the sale has a daylight basement with
1456 finished square feet. The subject was built in 1978 and the comparable in
1984. The comparable has an attached 2 car garage versus the subject's attached
single and detached double car garage. On balance, the comparable sale is superior
to the subject, yet on a per square foot basis, it sold for much less than the subject
-- a difference that is obviously attributable to the finished basement and hence
greater size of the comparable sale. The whole dollar amount of $130,000 for the
subject versus $131,000 for the comp reflects only a $1,000 increase for a much
superior property.

Comp Sale C3 i1s a new home located in a area that 1s locationally similar to the
subject. It has 2.00 acres versus the subject's 2.73 acres, however an adjustment
for 773 acres cannot be discerned in the market. Like the subject, C3 has no
basement. The primary difference between the two properties is the age of the
improvements: the subject is 18 years old and the comparable sale was two years
old at the time of sale. Certainly this could account for the $5000 difference in
price. It represents less than 4 percent over 18 years, which is less than the normal
amount of physical depreciation for this length of time. There is no evidence to
suggest a reduction in subjects’ value due to economic depreciation.

Comp Sale C4 is located in an area that is economically inferior to the subject; it is
farther from schools, employment centers, and shopping. However, in terms of
size, the comparable improvements are larger, by over 1300 square feet, than the
subject improvements, and the subject improvements are four years older than the
comparable improvements. The price difference of $2,500 could surely be
absorbed by the depreciated cost to construct and finish the additional 1300 square
of the comparable sale. There is no evidence to suggest that the value of the
subject property 1s depressed because of economic forces.
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Subject Sale D

Date of Sale: May 30, 1997

Sales Price: $122,500

Location: Tract 2BA 23 28 20
Lot Size: 1.256 Acres
Finished SF: Y752 SF

Basement: Partial Unfinished
Garage: None

Qutbuildings: None

Age: 10 Years

Style Conventional

View: Of the surrounding countryside to the west.

Comments: Subject Sale D is located on U.S. Highway 35 approximately 1/8 mile
north of the subject gravel pits. It has less visual exposure to the pit operation
than Subjects A and B, but more exposure to the truck traffic and accompanying
noise and smell generated by the pit operation. The range of values indicated by
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the comparable sales 1s $120,000 to $150,000 or $47.12 to $84.03 per square foor.
The subject sold for $122,500 or $69.92 per square foot, once again values that are
well within the bracket.

Analysis: The subject first sold in October of 1994 for $104,000 and resold in
May of 1997 for $122,500 demonstrating a price change of almost 18% during
that time period. The gravel pits were active between October 1994 and May 1997
suggesting that regardless of their impact, values were appreciating.

Comp Sale D1 is situated in a location that is superior to the subject -- closer to
schools, employment centers, and shopping. Not only is the comparable sale's land
more valuable, but there are 2.76 acres versus the subjects 1.256 acres. The D1
improvement is nine years older than the subject, hence in terms of depreciation, it
is physically inferior. The comparable has a 3 car garage, [lama stable, hay shed
and a shop; the subject has no outbuildings -- factors which offset the age
inferiority. Comparison of this property which sold for $120,000, to the subject
which sold $122,500 during the same month, suggests that the subject commanded
a premium price regardless of its proximity to the subject gravel pits.

Comp Sale D2 sold for $22,500 more than the subject property. It is locationally
equal to the subject but has 3 acres versus the subject's 1.256 acres, a factor that
would account for some of the price difference. The comparable has a barn, a
24X28 shop, implement shed, and a two car garage, whereas the subject has no
outbuildings, factors that would account for much of the price difference. (The
contributory value of an implement shed and a barn to a 3 acre site is subject to
question. Assuming that the barn and implement shed were used when the
property included farmable land, now with only 3 acre these buildings have less
utility and hence less value. Caution should be exercised when allocating value to
functionally obsolete buildings.) The subject is two years newer and has a partial
basement with 812 square feet which suggests both size and physical superiority.
The subject is located on a busy highway, whereas D2 is located about 3/4 mile
from a busy highway on a paved county road and may command a higher price for
that reason alone. In this pairing of sales, it is impossible to definitively reconcile
the entire $22,500 difference. Some may be attributable to economic pressures
created by the presence of the subject gravel pits.

Comp Sale D3 is six years newer than the subject and sold for $150,000 (the
subject sold for $122,500.) Otherwise it bears a high degree of similarity to the
subject property. It is located in a covenanted neighborhood with restrictions that
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prohibit commercial activity and mobile homes (although a few were
grandfathered into the area), provides architectural standards, and protects against
adverse external influences. Because of the safeguards provided by these
covenants, this sale cannot be directly compared to the subject and therefore is not
used in the analysis. It is included to demonstrate that the protection provided by
neighborhood land use restrictions such as zoning and protective covenants helps
maintain strong real estate values. It 1s my opinion that this comparable sale
outsold the subject by $27,500 because the comparable is located in a subdivision
that is protected from the type of external influences that are commonplace in
unrestricted neighborhoods -- influences that create economic depreciation.
Buyers are willing to pay more for properties that are protected in this manner.

Comp Sale D4 is located in an area, that in terms of distance to schools, jobs, and
shopping, 1s similar to the subject area. From Highway 2 West (of Kalispell), it is
set back about 2 blocks. The comp sale neighborhood includes some low quality
commercial uses and in this respect may be somewhat inferior to the subject
neighborhood. The comparable property is larger than the subject with an
additional 910 finished square feet, a shop building with approximately 2000
square feet, and an additional 2.42 acres. These factors could easily account for
the $2,500 difference in price. Compared to this property, the evidence is

insufficient to suggest that the value of the subject is depressed due to economic
factors.
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Subject Sale E

Date of Sale: August 21, 1997
Sales Price: $185,000
Location: Tract 2AA 23 28 20
Lot Size: 2 Acres

Finished SF: 2900 SF
Basement: None

Garage: Two car Attached
Qutbuildings: None

Age: 1.5 years

Style: Two story

View: None

Comments: Subject Sale E is located on Lindsey Lane one mile east of the subject
gravel pits. [t is on the opposite side of the road in a heavily wooded area.
Exposure to the gravel pit operation is minimal, however, there is increased
congestion at the entrance to Lindsev Lane caused by the trucks using the gravel
pits. The value range 1s $165,000 to $250.000 or $58.41 to $72.80 per square foot.
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The subject sold for $185,000 or $64.42 per square foot, well within the bracket
indicated by the comparables.

Comp Sale E1 sold for $250,000; the subject sold for $185,000. The $65,000
difference is reconciled as follows: Like D3, Comp Sale E1l 1s located in a
covenanted neighborhood that is protected from external economic influences.
The location is superior to the subject. The comp sale has 5 acres versus the

subject's 2 acres. It is larger -- 3,434 square feet on one story versus the subject's
2,872 square feet on two stories.

Comp Sale E2 is located in an area that is similar to the subject neighborhood. The
house 1s older than the subject but was recently redecorated with new carpet, new
paint, a new roof, and a hot tub. Land values in the comp sale neighborhood are
similar to those in the subject neighborhood, but the comp has five acres versus
the subject's two acres. [t is smaller than the subject with 2,586 square feet on two
stories. The subject sold for $185,000 versus the comp at $165,000. The value
difference appears to be attributable to age, size, and land value.

Comp Sale E3 is located in an area that 1s somewhat inferior to the subject
neighborhood. It is farther from jobs, schools, and shopping and only accessible
via 5 miles of dirt road, but it has 4.9 acres to the subject's 2 acres. Otherwise this
property bears a high degree of similarity to the subject. It sold in June of 1997
for $65.93 per square foot and the subject in August of 1997 for $64.42 per square
foot. The comp has 2,700 square feet on two stories and the subject has 2,872 on
two stories. The value difference between the two properties is insignificant.

Comp Sale E4 has a superior location and .5 acres more land than the subject. It 1s
732 square feet larger than the subject and has a three car garage versus the
subject's two car built-in garage. The comparable was built in 1992 and thus is
five years older than the subject. [t sold for $58.41 per square foot in August of
1997 and the subject sold for $64.42 per square foot in the same month. The price
difference could easily be attributed to the difference in ages.

Page 21



Subject Sale F

Date of Sale: October 13, 1997

Sales Price: $89.000

Location: Tract 26 28 20

Lot Size: 2.63 Acres

Finished SF: 1375 SF

Basement: None

Garage: Single Car Detached
Outbuildings: Shed

Age: Old Farm house, partially remodeled
Style [.5 story farmstead
View: Surrounding countryside

Comments: Subject Sale F is located in a cleared area approximately 1/8 mile
south of the subject gravel pits. Exposure to the pit operation is fairly direct. The
operation can be seen; noise levels from trucks and gravel crusher would be
moderate; and with no tree cover, dust from the pit operation would probably
infiltrate the improvements on this property. The value range indicated by the
comparable sales provides a range of $89,900 to $95,000 or $38.27 (1wo stories)
to $73.76. The subject property sold for $89,000 in January of 1997. With 1,375

Page 22



won v 0w

S810Y

suoN Bs  aress

45 921 wed 3og uL  zets
200N 1aa 85098

PSS Bs  cves

SuoN UL ivess

) “aUoN lta  €6'698
- "auoN CTBUoN | igEss
TT 7T AN uviad | 0828
2UON TTigea  zrves

" 4S000zWmmOOUs IO | BUON  ZL'iv$
T sweN lagd  coves
| pous dwi'dous gzxvz weg @@ £8°LLS
" doyg'pas keH'siqmis | UL zvous
2uoN QuoN 9e'65$

ouoN suoN 26'69%

suoN ‘®a esLvs

suoN TTuviea | s0uss

suoN uv1aa L8'¥PS

2UON uviad - 06'Evs

Lodied Jey g uv 16s ¥0'68%

1oy Bog "paus n1g 2UON SLESS
2UON " 1aq 0£'L98

auoN 9g 26°6SS

suoN kg soees

6p1g dous 219 09XZE 6768
ouoN suoN z1'288

auoN uoN 9L'5L8

" weq ofeq T ea  Tesees

199 W4'UE Slod ‘dous L9°E8S
doys Insu oyxaz ur 6v'bLS
dous Orxgz 19Q 95°08S

spaus abesog WON  ¥998
sbuipinginp abeieg 4g5/%

256 4N
9L
82 4N
OCOZ
z081
yzzl

" a0l
“auoN
990}
2zcL
0824 4n
SUoN 1

SuoN

Zigdn

Zigdn
Z6¢t
QuoN
oSyl
oSyl
suou
suoN
SUON
suoN
suoN
QuoN
SUON
suoN
SuoN
SUON
SuoN
SUON
suoN

jwusg

UoIPUGD poob Ul ISy ULEj PiO A g

uoNIPUOD ool Uy asY LLE) pro Jeak ge
uompuea pood U1 asy uued Ais 'L PO
IPoWwas awos c.:ﬂ sy c.w.i.._ LS 5L PO

0r4M A Z 7661
Rs 7 'am sesi

ured mau 'joas mau 1d0 mau ‘NS 7 Lg6L

" 4M "pury Ais1BS 661
Jeo g WM KIS Z 1661
IWSQ PaYSILY UM M 1661
m'Rs gl eesL
K 165 AM 861
Rs sl Am 861
lwsq jeed Yum JM 861
wwsq jeied Y M £861
1UISQ POUSIUY UM UOUBY M 2861
A5 165 *am 661
Wwsg 10 ‘3M a6l
wsg 10 4M re61
wouey KIS 16S " Im 8261
pomIa914 €661

Auadord ruy) HseH SIG0W SPAA 190 LSX8Z
B 19 MIN "M X090 '9PIAL 190 2861

9P 1aQ Wed PUBIYBIH 9961
opiM 165 6961 .
PoOMISSLS OMPEYD S 1A 966 L
opim 190 9661 J
opum 1BS POOMURY | L6L

s6pjq/0 SNOIFWNU Yum SWY |qW €261

joos uuad Ipim 16 02 XPL 0861
yai0d 0gxZ 1 MIpim |BS Juowiag 8961
opim |BS Poomiaald L1961
uonduossag

982!
9Ll
revi
481
2081
aLvi

oSt

vove
9081
Lect
sLl
£98s
YOLl
L)
2521
z681
520
8251
8251
09wl
0894
5161
1Ll
9851
»Z6
%501
501
26
vZ6
086
0zL
v26

48

9661 AON
9661 uer
1661 uer
1661 190
1661 Bny
nm.m.r sunp
1661 sunr
661 uer
1661 By
1661 AON
1661 100
»mm._. aunr
1661 Jew
¥661 PO
1661 Aew
8661 uer
1661 1098
1661 aunr
9661 6ny
9661 sunr
5661 Q94
€661 1998
661 Inf
G664 sunf
9661 AON
166} Jdy
9661 Jdy
5661 uer
661 JEW
661 99
£661 190

661 ‘82 1095

ajeq

00°000'56$

00°000°06

00'006'685

00'000'68%

00°005°01L2S
00'000'8L1S

00000'5914§

000000528

00°000'S81$

00°000°05 1§
00°000'S¥ 1S
00°000°024$
00'000°701$
00'005'Z21LS
00°005'ZE1S
00°000'SCLS
00'002'CELS
00'000'LELS
00°000°0£1§
00°00£'06$
00°000'904$
00°000'€0LS
00°000'001$
00°005'28$
00°000'26$
00°000°08%
00°000°08$
00005228
00000'€L$
00°000'8S$
00005298
aolld

1S9M 2 AmH 5982
1Q yooipeg 012
pY 10 Aswing 5211
S¢ AMH £455
sue ssnied 662
axyeq 51960y §621
peoy Kiax 8104

PY WueY W 0071
sur Aespun §.€
BIY Z AMH G2C0
U Ume ] AUUM 85 L
peoy wed M3 1yZ
peoy bodiry 0852
SE AMH 6585
€ AMH §5€S
dwe) uiew /¢
wINY simAey 0691
PY LEYSIM 099
PY LBUSIM 099
SC AMH £96C
sue eysiat pziL
uiseg [IXSeN £CY
peoy AIaX 519
sue £aspur] Ovl
AU oML ¥SLL
anuq se6nog 06
9AuQ Jebnos 0C6
Py 9872107 59¥
sauQ uewnses 958
PY 114POS4 071
PY 11004 0SBE
SC AMH 6255
uoneson

LHVYHO SFTVS INgVHVdINOD

" €3 sres dwon

T 3 ores dWed

£4 aes dwo)
24 Ares dwod
14 Stes dwod
4 ojes 139fans
yioesdwoy

aEne = A

' 73 ojes dwop

oy T R

3 sjes 1oqng
vQ oeg dwod
£q ofes dwod
2q sres dwod
1Q ores dwod

g sies 199(qns

a stes139(gng
¥0 3tes dwon
€2 ofeg dwo)

20 ojes dwod
12 fes dwo)

2 sjeg 199(qng
¢g ses dwoy
Z8 oes dwo)

18 o(eS dwoy

g ojeg 129[ang
LV des dwod
§v ofeg dwon

"5V fes dwod
" vy oes dwod

£V djes dwod
Zv oes dwo)
1y aeg dwop
v 9(es 139[gng



theoretically it could have been attributed to the effects of economic depreciation
caused by the presence of a gravel pit. In all but one instance, it was possible to
provide a reasonable explanation for price differences between the subject sale and
the corresponding comparable sales. The price differential between D2 and
Subject Sale D was too great to rationalize; therefore, it is possible that the lower
subject value 1s due to the exposure to the subject gravel pits or it could simply be
a market anomaly. These possibilities notwithstanding, the other sales that were
compared to Subject Sale D provided sufficient evidence to discount this notion.

Each subject sale occurred while the gravel pits were active, during 1994 through
1997; although, the level of operation was at a peak during the summer of 1997
when highway 35 was under construction. Subject Sales D, E, and F occurred
during this period of peak activity. The purchasers knew of the grave1 pits,
witnessed the level of activity, and experienced the effects, but were told that the
pit activity level would subside when the highway construction was complete. The
buyers said that they did not anticipate the possibility that the permits could be

extended and the operations expanded and would not have bought had they been
aware of this possibility.

The scope of this study is confined to the market's expectation of the level of pit
activity and length of continued pit operation as of the date each subject
transaction occurred. Underlying the conclusions of this report is the assumption
that the operation of the gravel pits will revert to their 1994 - 1996 level of
activity, that they will not continue to be as active as they were during the
highway construction of 1997. A continuation of this peak level of operation could

eventually erode neighborhood property values, although existing market evidence
is insufficient to validate such a hypothesis.

Given these assumptions and subject to the stated scope of this study, it is my
opinion, that as of February 15, 1998, the presence of the subject gravel pits had
not adversely affected the value of the subject properties and therefore would not
adversely effect other properties in the defined neighborhood. Ifthe gravel pit
activity reverts to the operational level of 1994 through 1996 (prior to the summer
of 1997), there is no market evidence to suggest that property values will be
affected in the future.
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USPAP PROVISIONS

The Uniform Standards of Professional Appraisal Practice detail provisions that
must be met in all appraisal reports.

The ETHICS provisions with respect to conduct, compensation determination
and confidentiality are considered adhered to within the subject report.

The COMPETENCY provision requiring the appraiser to cite any lack of
knowledge specific to the purpose of the report is considered addressed.

No DEPARTURE from binding requirements were made in the subject report.

PURPOSE AND USE OF THE REPORT

The purpose of the report is clearly defined as an analysis of the market
influences of two openpit gravel mining operations located seven miles north of
Bigfork, Montana, on surrounding residential real properties in recent years. In short,
was identifiable ECONOMIC OBSOLESCENCE measurable?

EXTENT OF REVIEW CONDUCTED

The review appraiser has examined the'report for completeness. Six sales of
residentially improved real property, adjacent to or within one-eighth mile of the
subject gravel pits were comparad to twenty-five similar property sales outside of the
environment of subject. The sal2s occurred from 1983 to 1998, during the peak
period of operation of the grave:! pits. Analysis examined the square foot sale prices
of all sales (sale price divided Dy living area) in an effort to determine if sales within
the neighborhood of the pits, exhibited lower per square foot increments compared to
properties considered outside the influence of the gravel pits. This approach is
considered valid, as were the adjustments made to the sales outside the
neighborhood for land size and associated improvements.



CONCLUSION COMMENTS

Mr. Rygg determined that "None (of the sales within the environment of the
gravel pit) were influenced by the presence of an operating gravel pit. "

In the course of responding to valuation challenges of ad valorem tax
appraisals, your reviewer has encountered similar arguments from Missoula County
taxpayers regarding the presumed negative influence of gravel pits, BPA power lines,
neighborhood character change, and traffic and other nuisances. In virtually ALL
cases, negative value impacts were not measurable. Potential purchasers accept
newly created minor nuisances that long-time residents consider value diminishing.

| certify that, to the best of my knowledge and belief:

. the facts and data reported by the review appraiser and used in the review
process are true and correct. ‘
. the analyses, opinions, and conclusions in this review report are limited only by

the assumptions and limiting conditions stated in this review report, and are my
personal, unbiased professional analyses, opinions and conclusions.

. | have no present or prospective interest in the property that is the subject of
this report and | have no personal interest or bias with respect to the parties
involved.

. compensations not contingent on an action or event resulting from the
analyses, opinions, or conclusions in, or the use of, this review report.

. my analyses, opinions, and conclusions were developed and this review report

was prepared in conformity with the Uniform Standards of Professional
appraisal Practice.
. | did not personally inspect the subject properties of the report under review.
. no one provided significant professional assistance to the person signing this
review report.

Scqor A Youbaudls
m. Fairbanks
Certified General Appraiser #335

April 6, 1998



