Appraisal of:

The Pearl Building
1401 Newcastle Street,
Brunswick, GA 31523

For

Ms Holly Black and Mr. Abraham Quesada
QuesadaBlack LLC

1401 New Castle Street
Brunswick, GA 31523

Effective, August 25, 2010

Page1




Gary Beaver

1105 Blythe Is land Drive
Brunswick, GA 31523
912-264 -3606, 912 -258 -0850
gh31522@gmail.com

August 28, 2010

Ms. Holly Black and Mr. Abraham Quasada
QuesadaBlack LLC

1401 New Castle Street

Brunswick, GA 31523

Dear Ms. Black and Mr. Quesada:
Re: 1401 Newcastle StreetBrunswick, GA 31523

This transmittal describes the noted property; viable alternative properties in the
marketplace; and the market conditions considered applicable to them. The attached
appraisal report details the valuation approaches and techniques utilized and the
concluded value estimates. The appraisal purpose is to estimate the market value of the
noted property; its function is for evaluation purposes.

Market conditions impact the marketability and therefore the market values of real
estate. Ths type information is typically included in most appraisal reports and is
sometimes more generic than specific. However, this report makes an extensive effort
to identify those geographic, economic, historic, and cultural factors that influence this
market and therefore the value estimates for these properties. Appraisals under all
circumstances need accurate market definition. The influences (economic, geographic,
history and culture) forming a specific market indicate the risks and potential returns o f
involvement (whether as a buyer, seller, lender, or investor) over another. Correct
identification and understanding of these factors may dictate the success of any venture.

The detailed economic, geographic, historic and cultural observations noted in the
report support the following opinions for the regional and local market area.

- Jobs provided by its major employers (the military, federal and state government,
GA Port Authority, and manufacturing) are not tied to market changes.

- Its economic base should be consistent under most economic conditions due to
its geography, history and culture.
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Ms. Black and Mr. Quesada, page 2

- The prospects of longterm job growth in the market area exceeds those of the
region overall.

- The vulnerability of this area to hurricanes has been lower than in other coastal
areas due to its geology and geography.

- Evacuation from this area in the event on a hurricane threat should be relatively
efficient since the location permits traffic flows to the nor th, west, or south.

- Hurricane safety and evacuation are particularly relevant issues for coastal areas
since almost 60% of the current US population resides in coastal counties. As
these counties grow, those with lower hurricane impacts and superior evacuation
capabilities are likely to be the most marketable.

- The market area history enhances the area appeal; it is extensive with events that
have significantly affected present-day life in the area.

- Business and social conduct in this area maybe more prudent and reflect sound
principles than that found in new and transitional areas.

The local market area is particularly non-transitional with numerous prominent
local families having ancestries longer than 100 years in the area. Most times
these elder generations set successful business and social examples. Many
influences of family and community traditions and decorum established over
time tend continue. People with strong roots in this area are often taught to
consider the effects of their actions (whether in personal or business matters) on
the family reputation and on other family members.

- The overall Aqgual ity of l'ifeo (which
densities, commute times, job availability, weather, climate, availability of
services and conveniences, crime incidence and natural resources) in this area is
particularly desirable (per statistics provided in the report).

Due to these collective influences, involvement in this market area appears to be
preferable to other similar areas; however, readers/users of this report should satisfy
themselves as to the accuracy of the above observations and opinions as well as any
guestions concerning the market area, the appraised property, or any comments or
observations made herein.
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Ms. Black and Mr. Quesada, page 3

The "Appraisal Assumptions and Limiting Conditions" and "Certification", are
customary for this type of assignment, and are included in the report. The final value
estimate is subject to these items, which readers/users of this report should read and
understand prior to reliance on its content. This transmittal letter is not, in and of itself,

an appraisal; rather it precedes the "Narrative Appraisal Report-Co mp |l et e Appr
that describes the value gproaches utilized and the conclusions derived by their
application. The attached report contains the pertinent data, reasoning, and opinions
leading to the value estimates. Use of this report is restricted to the named client and for

the stated purposes aly. Any other use renders it void.

This appraisal basis is the captioned building in its present condition as a 2,790 square
foot premium commercial space used as a restaurant on the % floor and as a 2,790
square foot residential flat on the 2nd floor (about 5,580 total habitable square feet).
Based on the data presented, the opinion of estimated fi a s markeb value for the
subject on the appraisal effective date, August25, 2010, is:

One Million Nine  Hundred Fifty Thousand Dollars

1,950 ,000.00

The value estimate and all comments made in this report are expressed appraisal
opinions. These opinions result from the analysis of observed market activities; they
consider all pertinent appraisal factors; however, their specifics, including the suggested
results, may not occur in part, or at all, and do not represent a fact of any kind. The
appraisal was developed and prepared according to the Uniform Standards of
Professional Appraisal Practice. This report intends compliance with the applicable

federal regulations as furnished to and published by the major Professional Appraisal
Groups, as of the effective appraisal date.

Respectfully submitted,
7
Py
% gH
Gary Beaver

Georgia Certified General Appraiser CG207013
Certificate Expires 05/31/2011
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General Information:

Location:

Access:

Map Reference #:
Parcel ID:

Address:

Legal Description:
Site Size:

Current Zoning:
Flood Zone:

Census Tract:
Purpose of Appraisal:
Function of Appraisal:
Property Interest:
Appraisal Effective Date:

Building Information:

Age:
Construction:
Condition:
Size:
Parking:

Property Ownership Data:

SALIENT DATA SUMMARY

Downtown Brunswick, GA; the established, commercial,
historic town core with the GA port facility; government and
commercial buildings; retail stores, banks, restaurants;
historic homes; and moderate residential properties.

Newcastle Street to GA Highway 341; to Interstate 95

B01201032012

01-01540

1401 Newcastle Street, Brunswick, GA

Portion of 104 Old Town

2,700 square feet, .062 acre

General Commercial Core

FEMA Map #13127C0238F dated09/29/86, Zone AE11
15260131270009.00

Estimate the market value of t
For evaluation purposes

Fee simple estate

August 25, 2010

Built circa 1890

Masonry structure, walls and built -up roof

Finished interior and fAas newo

Approximately 5,580 square feet; two stories
On Street (typical for downtown Brunswick)

Owner of Record
Quesada-Black LLC
Pearl Enterprises, Inc.
CXC Il

05/02/2006
01/20/2005
10/08/1999

Market & Valuation

Transaction Date

Deed

1940/0057
1592/0405
0690/0695

Consideration
Gift
$115,000.00
$95,000.00

Previous owner

Pearl Enterprises, Inc.
CXc

Rainey & Skarpalezos

Estimates:

Exposure time:
Marketing time:

Reconciled Gross Retail Value:

12-14 months
10-12 months
$1,950,000.00
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CERTIFICATE OF APPRAISAL

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

1.

10.

The statements of fact contained in this report are true and correct.
| have personally viewed the subject properties at various times; the most was Awgust 25, 2010.

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

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

Neither my compensation, nor employment, is contingent on an action or event resulting from the
analyses, opinions or conclusions in, or the use of, this report.

My analyses, opinions, and conclusions were developed, and this report has been prepared in
conformity with the requirements of the Code of Professional Ethics and Standards of Professional

Practice of the Appraisal Foundation and also complies with the requirements of the State of Georgia
for state certified real estate appraisers. This appraisal also conforms with the Uniform Standards of

Professional Appraisal Practice ("USPAP") adopted by the Appraisal Standards Board of the

Appraisal Foundation.

As of the date of this report, I, Gary Beaver, have completed the appraisal education requirements of
the state of Georgia.

| do not authorize the out-of-context quoting from, or partial reprinting of , this appraisal report.
Further, neither all, nor any part, of this appraisal report shall be disseminated to the general public
by the media for public communication without the prior written consent of the author.

The use of this report is subjectto the requirements of the State of Georgia, relating to review by the
commission.

The value conclusion, as well as other opinions expressed herein, is not based on a requested
minimum value, a specific value, approval of a loan, or the occurrence ofany patrticular event.

Gary Beaver,
Georgia Certified General Appraiser CG207013
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CONTINGENT AND LIMITING CONDITIONS

The author/appraisers liability extends only to stated client, not subsequent
parties or users, and is Ilimited to the fee amount received by the
author/appraiser. Acceptance of, and/or use of, this appraisal report by the
stated client or any third party, constitutes acceptance of this and the following
conditions of its use.

This analysis and appraisal is being prepared at the direction and for the benefit
of the client: Ms. Holly Black and Mr. Abraham Quesada, QuesadaBlack LLC,
and/or parties designated by this beneficiary, with the intended use of estimating
its market value for evaluation purposes. There is no other specified report user;
and none may use the report without written consent.

The information contained in this report is specific to the needs of the client and
for the intended use stated in this report. Any unauthorized use by the named
recipient (for any specified purpose) or its use by any unauthorized parties for
any reason renders the report void.

This is a Complete SelfContained Appraisal Report that is intended to comply
with the reporting requirements set forth under Standard Rule 2 -2(a) of the
Uniform Standards of Professional Appraisal Practice for a Complete Self
Contained Appraisal Report. Therefore it:

® statesthe identity of the client and any intended users, by name or type;
(ii) statesthe intended use of the appraisal;
(iii) desaibes information sufficient to identify the real estate involved in the appraisal,

including the physical and economic property characteristics relevant to the assignment;
(iv) statesthe real property interest appraised;
(V) statesthe type and definition of value and cites the source of the definition ;
(vi) statesthe effective date of the appraisal and the date of the report;
(vii) describesthe scope of work used to develop the appraisal,

(viii)  describesthe information analyzed, the appraisal methods and techniques employed, anc
the reasoning that supports the analysis, opinions, and conclusions; and explains the
exclusion of the cost approach, direct sales comparison approach, and/or the income
approach, if applicable;

(ix) states the use of the real estate existing as of the date of value and the use of the re
estate reflected in the appraisal; and describes and supports the rationale for any opinion
of the highest and best usewhere applicable;

(X) clearly and conspicuously states all assumptions and hypothetical conditions; and that
their use might have affected the assignment results; and

(xi) includes signed certification (s) as prescribed byStandards Rule 2-3.
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CONTINGENT AND LIMITING CONDITIONS, continued

4.

The property appraisal presumes there to be no liens and/or encumbrances
unless otherwise stated in this report.

The report presumes the property to have good and marketable title unless
otherwise stated. Revised value estimates mayresult with discovery of titl e
defects, however. The sales history of the sulgct property required by USPAP
does not reflect a title search. A title search is beyond the scope of this appraisal.

The report presumes that information furnished by others is reliable; however,
no warranty is given or implied for its accuracy .

This report presumes all engineering, plats, plot plans, drawings, sketches and
illustrative material included to be accurate; they may show approximate
dimensions provided to assist the reader in visualizing the property. Their
expressed or implied accuracy has no guarantee unless otherwise stated in this
report. We have made no survey for the purpose of this report.

This report assumes the subject property to be free from soil or subsoil problems,
utility deficiencies, noxious weeds, insect infestation, methane gas, lead in water,
the presence of toxic waste, the existence of Radon a gas which comes from the
natural breakdown (radioactive decay) of uranium, or any environmental hazard
of any nature (discovered or undiscovered). Furthermore, we are not qualified to
recognize such conditions, and assume no responsibility for arranging
engineering studies that may be required for their detection. The client and/or
readers/users of this report may retain an expert in these fields, before any
involvement in, or with, the appraised property in this report for their own
security. The involvement of such experts and payment of their fees are the
responsibility of those seeking these services.

The appraisal presumes the full compliance of this property with all applicable
federal, state, and local environmental regulations unless otherwise noted. We
have made no any environmental inspection or report of the subject property, nor
are we qualified to do so. Readers/users of the report should engage a qualified
environmental engineer or specialist to ascertain the existence of any
environmental hazards affecting the subject property if they have concerns
regarding such issues. Environmental impacts may be possible; but adverse or
unusual environmental factors were not apparent during the site evaluation; and
the appraisal presumes no such factors or conditions to be present.
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CONTINGENT AND LIMITING CONDITIONS, continued

10.

11.

14.

15.

16.

17.

The subject property compliance with all applicable zoning and use regulations
and restrictions; licenses; required development, legislative or administrative
permits whether by local, state, or national governments, private entities or
organizations; and/or certificates of occupancy issuance or renewal; for anyuse
on which the value estimate contained in this report is based, is presumed.

The appraisal presumes responsible ownership and competent property
management unless otherwise stated.

The scope of the apprasal services contemplated in this report is limited to the
report. Other services, including, but not limited to, testimony, deposition, or
any court appearance with reference to this property, by reason of this report, is
not included unless other specific arrangements for these services have been
made. Such services are available, if needed, at an additional fee.

Possession of this report, or a copy thereof, does not carry with it the right of
publication. Neither all nor any part of the content s of this report shall be
conveyed to the public through advertising, public relations, news media, sales,
or other media without the written consent and approval of the author,

particularly as to value conclusions, the identity and credentials of the
author/appraiser, or any reference to licensing held by the author/appraiser.

The value estimate rendered presumes professional marketing of the subject with
promotional means and exposure and marketing time typical for the market area.

This appraisal report renders an opinion of market value based on our
assessment and understanding of the data presented. This opinion may be the
same as, similar to, or different from, the conclusion of other qualified and

licensed appraisers based on the data contaned herein and/or other market data

that could also be considered. Any opinion of value estimate suggested or
rendered herein is not an assurance or guarantee of any kind or any
representation of fact.

The property being appraised is consideredii a s i s omodificatidns. n o
The appraisal presumes compliance with the requirements of the Americans with

Disabilities Act. Any design element that would restrict access by disabled
individuals may adversely affect the property's value, marketabiliity, or utility.
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DEFINITIONS
AAs Vakea
The term fias is0 means the appraised prop
physical condition existing on the appraisal effective date, including entittements. This
value estimate presumes no changesa the property or contingent conditions exist.
Contract Rent:
The contract rent is the rental income specified in a lease.
Cost Approach:
A set of procedures in which an appraiser derives a value indication by estimating the
current cost to reproduce or replace the existing structure, deducting for all accrued
depreciation in the property and adding the estimated land value.
Direct Sales Comparison Approach:
The approach in appraisal analysis based on the concept that an informed purchaser
would pay no more for a property than the cost of an existing property with the same
utility. The approach is applicable when an active market provides sufficient reliable
verifiable data. This approach is relatively unreliable in an inactive market or in
estimating the value of a property for which no meaningful comparable sales data are
available. It is also questionable absent reasonable sales data verification.
Discounted Cash Flow (DCF) Analysis:
A set of procedures where an appraiser specifies the quantiy, variability, timing and
duration of periodic income, as well as the quantity and timing of reversions, and
discounts each to its present value at an estimated yield rate.
Discounting:
The procedure used to convert periodic income and reversions into present value; based

on the assumption that benefits received later are worth less than the same benefits
received now.
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DEFINITIONS, continued
Discount Rate:  (Dictionary of Real Estate Appraisal)

The discount rate is the return commensurate with the p erceived risk used to convert
future payments of receipts to present value.

Fee Simple Interest: (THhe Appr ai s al :TodApdRasal Instithte)t at e 0

Absolute ownership unencumbered by any other interest or estate; a fee simple
ownership is subject only to the limitations of eminent domain, escheat, police power
and taxation. A fee simple estate is an inheritable estate.

Final Value Estimate:

The conclusion (reconciliation) resulting from the respective appraisal valuation
methods pursuant to th e definition of value sought (i.e. market value, investment value,
insurance value, etc.).

Gross Retail Value Estimate:

The AGross R e ttlei price/Name likelyorealized fram the individual,

immediate sale of a specific property to a ready, willing, and able purchaser who can
close its sale as of the appraisal effective date (in which case there would be no

protracted marketing, holding, carrying, or
The fAGross Retail Val ueo and AMar keal of\dal ue
vacant site; single fAas 1 s0 improved proper

stabilized market levels. Gross Retail (Market) Value presumes a single retail sale
within the estimated marketing time.

Highest and Best Use: ( The Apprais al o f R eTad Apiassal lstitete)

The Highest and Best Use is the reasonable, probable, and legal use of vacant land or
improved property that is physically possible, appropriately supported, financially
feasible and which results in the highest value.

Income Capitalization Approach:

This approach is a set of procedures in which an appraiser derives a value indication for
an income producing property by converting anticipated benefits into property value.
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DEFINITIONS, continued

This conversion is accomplished either by:

(1) Capitalizing a single yearods i ncome exp:¢
year so i ncome expectanci es at a mar k e
capitalization rate that reflects a specified income pattern, return on investment

and change in the value of the investment; or

(2)  Discounting the annual cash flows for the holding period and the reversion at a
specified yield rate.

Leased Fee Interest:

The Leased Fee Interest occurs in a property held in fee has te right of use and
occupancy conveyed by lease to others. The Leased Fee Interest retains the right to
receive ground rentals over a specified time, plus the right of ultimate repossession at
the end of the lease.

Leasehold Interest:

The Leasehold interest is a property held under tenure of lease; the right of use in
occupancy of real property by virtue of a lease agreement. It is the right of the lessee to
use and enjoy real estate for a stated term and upon certain terms such as rent payment.

Legal Description:

The Legal Description identifies real property according to a system established or
approved by law; that enables the property to be located and identified.

Market Rent:

Market rent is the rental income that a property would most probably command on the
open market as indicated by current rentals for similar properties.
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DEFINITIONS, continued
Market Value: (appraised property interest)

"The most probable 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 are the consummation of a sale as of a specified date and the
passing oftitle 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 n the open market;

4. Payment is made in terms of cash in United States 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.”

Uniform Standards of Professional Appraisal Practice as promulgated by the Appraisal Foundation
Replacement Cost:

The cost of construction, at current prices, of a building having util ity equivalent to
the building being appraised but built with modern materials and according to
current standar ds, Thedic®rSryiof GedEstate ABoriisdll Secdnd@dior0 U t O

Reproduction Cost:

The cost of construction, at current pric es, of anexact duplicate, or replica , using
the same materials, construction standards, design, layout, and quality of workmanship,

and embodying all of the deficiencies, super adequacies, and obsolescere of the subject
bU|Id|ng O The Dictionary of Real Estate Appraisal, Second Edition

Zoning:

The public regulation of the character and intensity of real estate use through police
power; accomplished by establishing districts or areas with uniform restrictions relating
to improvements, structure heights, areas, bulk, density of population and other
limitations of the use and development of private property.
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USPAP COMPLIANCE
Appraisal Report:

This document is a complete, selfcontained Narrative Appraisal Report intended to
comply with all requirement s of the Uniform Standards of Professional Appraisal
Practice for a complete Narrative Appraisal Report. It presents full discussions of the
data, reasoning, and analyses used in the appraisal process to develop the estimated
value opinion. Supporting documentation concerning the data, reasoning and analyses
is contained in this report; its depth is consistent with those required in a self
supporting -free standing narrative report as requested by the client, and for the
intended purpose, function, and use stated below.

Appraisal Purpose and Function:

The appraisal purpose is to estimate the market value of the subject, as of the appraisal
effective date. The intended report user and Clients are M's. Holly Black and Mr.
Abraham Quesada for Quesada -Black LLC. The intended appraisal function is to
evaluate the appraised property for potential marketing. The stated Scope of Work,
purpose of the appraisal, reporting requirements of this appraisal report format, and
Definition of Market Value, governs the report and resulting opinion of value estimate.

Property Rights Appraised:

The property rights appraised in this report are the fee simple title; the present worth of
anticipated benefits that will accrue to a typical user through long -term property use or
ownership. This is without limitation to the fee to any particular class of heirs or
restrictions, except any existing easements (recorded or unrecorded) and applicable
land use regulations.

Scope of the Appraisal:

The AScope of encétmpassaptipercallectoa,lcanfirmation, analysis, anc
reporting of the data on which the report is based. This is pursuant to the Uniform
Standards of Professional Appraisal Practice (USPAP) adopted by the Appraise
Foundation. The Scope of work includes, but is not limited to, the following factors:

- The degree to which the property is inspected or identified

- The extent of research into applicable physical and economic factors

- The extent of data research

- The type and extent of analysis appgied to arrive at opinions or conclusions; and
- The use and purpose of the report
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USPAP COMPLIANCE, continued

Public records identified the subject property and ownership history. Public records
(and comments from informed parties when available) prov ide sales confirmations. The
flood data source is the FEMA official web site. Non-confidential data from past
appraisal files; on-site observations; and data provided by the client and market
participants are additional data sources; all of which the report presumes to be reliable.

Market activity and influences determined the reasonable geographic market area and
reasonable alternative properties. The appraisal purpose and function, and the

appraised property features and status determined the applicable appraisal valuation

methods. The report process included detailed market research and data analysis. The
report makes all efforts to comply with USPAP.

The Highest and Best Use considers the estimated value of the subject property. This
analysis considers the current and/or prospective status; and the physical possibility,
legality, economic feasibility, and maximum productivity of potential uses. This analysis
considers reasonable alternative land uses with the highest and best use of the property
being that use resulting in the highest return to the land.

Value Approaches Described:

Real estate valuation utilizes three distinct methods; the cost of a similar, readily
available property (Cost Approach); the value of alternatives to the subject (Direct Sales
Comparison Approach); and the value based on the capitalized net operating income
(Income Approach). The type property appraised and specific appraisal purpose and
function determine the applicable techniques.

The Cost Approach is effective br special use, recent, or proposed improved properties;
however, this approach is usually invalid for older dated buildings as their reproduction
is unlikely in the current market.

This approach considers the replacement or reproduction costs plusthefias vacant 0
value estimate. The Cost Approach does not apply to a vacant land appraisal where
there are no contemplated building improvements.

The Direct Sales Comparison Approach compares alternative properties (those with
reasonable appeal and utlity) as the subject property; its basis is the substitution
principle (the concept that an informed purchaser acting prudently will pay no more for
a property than the cost of a readily available alternative with like utility).
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USPAP COMPLIANCE, continued

This comparison process requires reasonable market activity of similar properties of the
specific property type appraised to provide reliable results. Otherwise, absent
reasonably adequate data, this process tends to produce conjecture and speculatio and
consequently, this approach may not be valid in those cases.

The relevant market data indicates the reasonable market area geography; the market
area is not arbitrary. Special purpose, larger, and unique properties may require larger
geographic market areas than those of basic properties. The geographic market area
should be sufficiently broad and include adequate data from reasonably similar
properties to provide basis for a meaningful value estimate.

The Income Approach evaluates a property basel on its estimated periodic, recurring
net operating income and yield (an equity value change during the estimated ownership
term). This approach is most relevant for investment properties and is not usually
applicable to non-income consumer properties and vacant land. This process omits the
value contribution of any applicable non -income producing property component (such
as excess vacant land) that must also be included to reflect the total property value.

Each valuation approach considers the appraised property from a distinct perspective

and provides a value indication based on a theory independent of the other approaches.
Relevance of these value indications relate to their applicability to the appraisal purpose
and function based on the data quantity and quality considered; and the nature of the

appraisal assignment and objective. The most relevant value indication(s) is (are) given
the most credence and the reconciled re
Valueo or AMar ket Valueo esti ma

This report addresses the composition, theory, and application of these appraisal
valuation methods relative to the subject. Generic comments appear in blue text with
those specific to the subject shown in black text.

The Cost Approach is described by The Appraisal Institute publication "Appraising
Resi denti al Pr o p e Thisiampmdch ia lsased anlthle ceassning that an
purchaser will not normally pay more for a property than the cost to purchase
comparable land and have improvements of ¢c omparable utility constructed on that
land without undue delay. To apply the cost approach an appraiser estimates the
cost of reproducing or replacing the existing structure with a new

building , deducts an appropriate amount for the loss in value caused by accrued
depreciation in the existing structure, and then adds the depreciated value of the
improvements to an estimate of the value of the land".
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USPAP COMPLIANCE, continued

The highlighted portion of the preceding definition relates to the insurable i nterest value
estimate in this report. The replacement or reproduction cost specific to the Insurable
Interest excludes a percentage of the overall cost allocated to site preparation and
building foundations, which, in most case would not be affected by an insurable loss.

The Cost Approach does not apply to land appraisals with no contemplated
improvements. It is impractical in most condominium appraisals, especially in multi
unit structures when two or more units physically share the same ground area. This
approach is possible for improved properties; but is most reliable for properties with
recent, new, and/or proposed improvements that reflect current design and
construction preferences; and special use and unique properties. Depreciation
estimates ae increasingly more subjective and less reliable as buildings age. Older dated
improvements do not usually reflect current design and construction preferences, may
not comply with current codes, and are unlikely to be reproduced.

This approach initialy eval uates the fAas vacanto | and vli

- Direct sales comparison of vacant land parcels; the most similar vacant land sales
(and offerings) available are considered for their relevance to the subject. (The
Direct Sales Comparison Approach comments describe this process).

- Allocation; with the site value estimated based on the typical ratio of land value to
the total property value for the subject type property;

- Extraction; with land values estimated from improved property s ales deducting
the estimated contribution of improvements from the total value

- Subdivision Development; where the estimated land value is the amount at which
the land can be purchased, the development built, all costs paid; with an
adequate return to justify the development. All costs (including a return for the
entrepreneurial commitment and investment to fund the development) are
deducted from the total gross estimated retail value of the completed
hypothetical development and the remainder is discounted (since the expected
income from sales occurring later in the marketing term has less worth than more
immediately received sales proceeds) to recognize the estimated marketing time
and costs needed to realize the retail sales of all inventory units
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USPAP COMPLIANCE, continued

- Residual Analysis; a concept similar to the Subdivision Development analysis
where the Highest and Best Use of land is estimated; the costs to produce the
highest and best use deducted; with the result being the land valueindication.
(This valuation method often applies to a property with income producing
improvements as its estimated highest and best use. The value of the improved
property is estimated based on its capitalized net operating income; the
estimated improveme n t cost i's deducted from t
and the residual is considered to be

- Ground rents (which may be applicable in instances where land parcels are
leased) where the market income from the land lease is capitalized based on an
overall rate derived from the marketplace.

Improvement costs, quantified as Replacement or Reproduction Costs, considered next,
are estimated from historic local data, and/or from cost services like Marshall & Swift (a
widely used cost service). Materials, labor, and installed component costs; derived from
current Marshall & Swift subscribers; Dodge building construction reports; phone, field
and mail surveys; product catalogs and trade publications; building construction trade
associations; government statistics and reports; contractors; architects; lending
institutions; labor organizations; and material suppliers and updated periodically,
provide the cost basis.

This data provides specific incremental base coss, refined for time, location, and design
factors by multipliers derived by the cost service research. Datain most markets is
usually adequate to estimate costs; however, in markets with limited reported data;
shortages for quality material and/or labor; and higher than normal transportation

and/or site preparation costs, the published multipliers may be inadequate. In such

cases, historic local cost estimates may be moreaeliable, accurate, and preferable to cost
service data.

Entrepreneurial incent ives to attract the expertise, involvement, and investment
required for development are recognized and reasonable business costs and are included
in the cost estimate. All construction costs (including entrepreneurial profits) are the
Aas ¢ ompl aue ef aeworgpmposed improvements.

Existing and older improvements with prior use and weather exposure typically exhibit

physical depreciation (the estimated improvement effective age, possibly different from
the actual age, relative to its estimatedtotal economic life).
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USPAP COMPLIANCE, continued

For example, a structure built new in 1990 is chronologically 20 years old in 2010;
however, with minimal use and/or renovation, the appearance and condition should
reflect a newer improvement. A structure with a 10-year estimated effective age (even
with a 20-year actual age) and an overall estimated 50year economic life would have an
estimated remaining 40 -year economic life and approximately 20% depreciation. The
estimated depreciation subtracted from t he reconstructed value
depreciated contributory improvement value.

The Cost Approach includes site improvement costs like paving, utilities, and
landscaping which also experience depreciation; their estimated contributory valu es

(cost less depreciation) also apply to the Cost Approach. The final site and building

i mprovements <contribution value estimate I
estimate to result in the indicated Cost Approach Value.

The Direct Sales Comparison A pproach is defnedi Approach through
appraiser derives a value indication by comparing the property being appraised to

similar properties that have been sold recently, applying appropriate units of
comparison and making adjustments, based on the elements of comparison, to the
sales price of Cditbhad of REal@sERPpRakalidpade 62 S O .

The Direct Sales Comparison Approach basis is the principle of substitution, the concept
that an informed purchaser acting in a prudent manner w ould pay no more for a given
property than the cost of acquiring an existing alternative with the same utility. This
approach is a process of correlation and analysis of similar sold and available properties.
The reliability of this technique depends on:

(@) The degree of comparability of each property to the appraised property;
(b)  The time of sale;

(© The verification of the sale; and,

(d)  The absence of unusual conditions affecting the sale

The subject property is the standard and never adjusted. The alternative properties are
adjusted for their differences with the subject that affects their values and/or
marketability. Specific "paired sales" (sales of the same property over time or two sales
of substantially similar properties occurring at different time) that show value changes;
and value contribution differences for a specific feature (shown by sales of similar
properties with a distinct difference) that occur during a similar time period; and
subjective observed market trends, provide adjustment estimate basis.
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USPAP COMPLIANCE, continued

A fApaired sale"™ may provide a reliable and
time, the value of specific features, or a distinct value for an identified difference. This
concept appears to bea reasonable way to estimate adjustmentsandahy pot het i c al
bookd example of t hi s meanp @miillustrate the gotemise arsdc e n a
application of this technique to readers/users of this report follows in the next pages.

For simplicity and illustration, the example deals with four basic vacant land parcels

Parcel 1: Subject; 2006 x 2506 sold at $50,0

Parcel 2: Sale 1; 2006 x 27506 sold at $60, 00

Parcel 3: Sal e 2; 2006 x 27506; Ilyswooddd, sald thes 6 5,
same day as Parcels 1 and 2. Parcels 1, 2, and 3 are adjacent.

Parcel 4: Sal e 3; 1756 x 200606, sl oping; sol

parcels; has unpaved access; located west of the other parcels.

A. There are two adjacent parcels offered at the same time and which sold and
closed on the same data. Both have similar terrain, 2 00 0 road fro
moderate tree cover, utilities, and views. The only difference is that Parcel 1
(subject) is 200'x 250" and Par c e | 2 I s .2Rafel 1 (subject) 5 0
sold for $50,000 and Parcel 2 sold for $60,000 . Parcel 1 is the appraised
subject; Parcel 2 is a comparable sale. The adjustment for Parcel 2 is
$10,000 and relates directly to its larger size.

Case A is very basic \were two properti eswith only a single physical difference sold at
different prices at the same time. The relationship of the price and physical differences
indicates a distinct $10,000 adjustment for Parcel 2 .

B. Consider the above scenario adding a third property ; Par cel 3 which adjoins
parcel 2 and sold at the same time as parcelsland 2. Like parcel 2 , parcel 3
is 200" x 275 and has the same paved access, views, and terrain as Parcelsl and
2; however, parcel 3 is wooded; parcels 1 and 2 are not. Parcel 3 sold for
$65,000 . The differences between the subject andparcel 3 are the size and tree
cover. The prior Case A indicates a $10,000 value for the size difference. The
tree cover difference then appears to have a value of $5,000. Therefore, the
adjustments to parcel 3 are $10,000.00 for its larger size and $5,000.00 for
its trees.

Parcels 2 and 3 are larger and minus adjusted. Parcel 3 also requires a minus
adjustment for its tree cover.
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USPAP COMPLIANCE, continued

The above example salaocodcasenchafipasredsii
Aitext booko illustration is helpful wh et

di stinct as il lustrated above. However
differences are rare.

Consider the addition of a fourth property (sale three in the hypothetical
appraisal ) identified as Parcel 4.

Case B has two differences with apparentvalue associations and is very basic. Case C has
more differences and illustrates the increasing difficulties in estimating adju stments in
this manner as differences among properties increase.

C. Parcel 4 sold for $45,000 six months prior to the other parcels and is located .5
miles west on an unpaved intersecting street. Itis 1 756 and 2ldpésdrom
right to left, has no trees, and a small stream along one side. The view is an
adjacent commercial building in back.

Compared to the subject, parcel 4 differs in the sale date; size, access; road
frontage; stream; terrain; and, views . There is a $5,000 price difference
between thesubject and parcel 4.

In scenarios A and B, the value relationships relative to the physical differences are
clear, but are not distinct in scenario C. The different sale dates; the smaller size; or the
other differences might affect the value; all are relevant but none is distinct.

The intent of the above example is to explain comparison analysis theory; to show a
basic and optimum comparison scenario; and to illustrate the intricate considerations of

this process to readers/users of this repor t . The fipaired datao
clear adjustment estimates if distinct data is available; however, definite "paired sales"
|l i ke those shown in this example are rare

Properties usually lack adequate didinction neededto associatea specific market value
to an individual difference. Therefore, absent adequately clear data, adjustments usually
result from subjective observations interpreted from observed overall market trends.
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USPAP COMPLIANCE, cortinued

Factors considered in the adjustment process that generally affect the sales prices (and
therefore market values) for the alternative properties are:

1. Property Rights Conveyed:

Most property sales are fee simple estates meaning they include & property rights
associated with real estate ownership or leased fee (when leasehold rights are exchanged
for the lease income). Only, government authority like zoning or a typical (for a similar
property in the market area) deed covenants restrict fee simple properties. Sales
proceeds satisfy existing mortgages, if any, and the fee simple sale is completed. The

purchaser may exchange the #Aright to mortga
for cash. A mortgage given for a new loanisatransfe fr om the grantee

Abundl e of rightso recei ved i n the sal
encumbrance or excludes a typical fee simple property right, any difference to the sale
price (relative to a similar property with so such imped iment) might be the value effect
and constitute a property right adjustment for that sale.

2. Terms-of-Sale:

Terms-of-sale addresses any abnormal or nonmarket financing that could affect the
sales price in a transaction. A seller concession (like béow market and/or preferential
financing) resulting in a higher sales price for a property than for other properties of its
type with no such concession would usually constitute a terms-of-sale adjustment.

3. Conditions of the Sale:

Conditions-of-the-sade adjustments address motives of the parties to a transaction.
Abnormal or non -arms length conditions that influence the sales price (compared to
typical similar property sales) may warrant adjustments. Non -arms length sales may be
those between family members or related parties; the discounted non-market value
lender sale of a REO property; or those with a party is under some type duress,
including financial pressure.

4. Sale Date:
Very recent sales and listings tend to indicate current market conditio ns. Dated sales;

somewhat recent sales in volatile markets; and data from markets with unusual property
inventory changes might warrant sale date adjustments.
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USPAP COMPLIANCE, continued

Representative properties having an initial sale and subsequent sle; or, from broader
market activity where value changes over time are indicated by a number of sales may
suggest sale date adjustments to be justified. The market data should support these
adjustments with evident value changes over time; however, wellexplained opinions of
observed market activity may also be reasonable to support sale date adjustment
estimates.

5. Location and Physical Differences:

The comparable properties are also adjusted for physical differences with the subject

(when avalueet i mate can be associated the differ
may suggest reasonable adjustments if indicative data is available. However, market

data is wusually indistinct with no specific price/feature relationships indicated.
Consequently, mog adjustment estimates result from subjective data analysis.

Adjustments may be in incremental units of measure; or a total amount. An
incremental size/quantity adjustment to a property smaller than the subject is usually a
minus as market data suggess that a smaller, or less dense property, usually sells for
more per increment (but less) than an otherwise similar larger or denser property.
Prices tend to decrease with larger quantities and upward adjustment estimates are
typical for larger properties considered incrementally.

Conversely, comparisons based on total values, usually suggest upward adjustments for
smaller properties (that often sell for less, but more per increment or measured unit,
than an otherwise similar larger property). Likewise, minus adjustments are typical for a
comparable property larger than the subject if value estimates reflect a total amount.

The Direct Sales Comparison Approach considers market activity of reasonable
alternative properties to the appraised subject. The alternative properties are adjusted
to relate them to the subject where each indicates a value that forms a value range. The
individual value indications from this range are weighted for their applicability to the
subject. They ultimately provide the specific gross value estimate from this approach

Essentially, this process attempts by adjustment (the addition and/or subtraction to the

sales or offered price of an alternative property for quantified price/value difference
with the subject) to equate it and the subject.
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USPAP COMPLIANCE, continued

If an appraisal was a controlled scientific experiment, the subject would be the constant

and the alternative property would be a variable. The adjustment process and scientific

market data analysis could replicate the subject and determine the exact value of a
difference. Adjustments could become precise corrections rather than estimated

appraisal opinions.

However, real estate transactions involve human actions and motives (which can range
widely), tend to be fluid, and include myriad and often unclear factors. In real estate
appraisals, market data relationships to the subject are perceived; not systematically
scientifically derived. Therefore, the conclusions resulting from appraisal research and
data analysis tend to be the subjective estimated opinions when presented in the Direct
Sales Comparison Approach.

The Income Approachisthei Appr oach through which an ap
indication for income -producing property by converting anticipa ted benefits, i.e. cash

flows and reversions, into property value. This conversion can be accomplished in two

ways: One year income expectancy or an annual average of several years income
expectancies may be capitalized at a market-derived capitalization r ate or a
capitalization rate that reflects a specific income pattern, return on investment, and

change in value of the investment; secondly, the annual cash flows may be discounted

for the holding period and the reversion at
* Dictionary of Real Estate, page 156

This process entails estimating economic income; subtracting the estimated operating
expenses applicable to the type property being appraised; and, capitalizing the net
income into an estimated value from an overall mark et-extracted rate. The Income
Approach is more simply defined as the "procedure in appraisal analysis which
converts anticipated benefits (dollars included or amenities), to be derived from the

owner ship of property into a value esti mat e|

The Income Approach includes:

- An analysis considering comparable rental data, and/or the potential earning
capacity of the appraised property to estimate its gross income potential,

- An analysis of available comparable operating expenses to estimate the reasmable
market operating expenses of the appraised property;

- Comparable data analysis to estimate capitalization and/or discount rates; and,

- Anticipated rent and/or income and expenses estimates based on reasonably clea
and appropriate evidence.
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USPAP COMPLIANCE, continued

The formula for this process omits any value from non-income producing property
(such as excess vacant land); and which must also be included to reflect the total
property value, if applicable.

This process (indicates value from investor response to income properties and other
investments) in the marketplace; is based on estimated periodic, recurring net operating
income and yield (equity change during the estimated ownership term); is relevant for
income rather than consumer oriented properties; and directly considers the
income/economics of a property .

Value Reconciliation:

The respective valuation approaches culminate in the reconcilediin Gr 0 s s0 Ralt a0 | t
i Mar ¥ at u &his reconciled value directly representsavac ant sit e; sin
improved property; or rental property, occupied at, or above, stabilized market levels.

The Gross Retail (Market) Value presumes a single retail sale within the estimated
marketing time.

Multiple properties (needing several ind ividual retail sales) or a rental property rented
at below market-stabilized occupancy and income levels (needing rental increases to
reach their market levels) require more cost and time than marketing of a single
property and/or income property rented at its market rate. The additional time and

cost reduces the fAGross Retail Valueo (as

cost and unavailable sales revenue decreases the retail value; this estimated amount is
deducted from theoi®mosas dRetcaiulnt éal beasi s (
time needed).

Di scounting embodies the Atime value of mon
use has value; and that money in hand or received sooner than later has more worth
pursuant to basic banking principles where the use of funds warrant interest payment.

The Discounting definition is "the procedure used to convert periodic income and
reversions into present value; based on the assumption that benefits received in the

future are worth less than th e same benefits received now". Dictionary of Real Estate
Appraisal

The dictionary of Real Estate Appraisal published by the Appraisal Institute defines the

discountrateasia r ate of return commensurate with
futurepayment s of recei pt Sctondry & ReafEsfaterraBaNstcond MidRioh, paged20 .
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USPAP COMPLIANCE, continued

Market data including returns from alternative investments in the local marketplace and
from national published data (like www.RealtyRates.com) provide the basis for discount
(mortgage and investment) rate estimates. The anticipated income factored by the
discount rate over the estimated absorption time reflects the estimated discounted
present value.

Valuation Approaches ; (applicability to the subject):

The appraised subject property is a .062-acre site improved with a 5,580 square foot
commercial and residential building, built around 1890. The building is a two -story
structurethatwas bought in uninhabitable Atear dow
been removed and the site improved with a new building but for the building history).

The building was extensively and comprehensively renovated; it resembles a new
structure on its in terior while keeping the historic ambiance. Due to the building age

and built up status of the instant neighborhood a traditional cost approach is essentially
unreliable and is not considered in the report

The traditional Income Approach addresses property based on its investment appeal
and the net income return; it is essentially reliable for generic properties with lower
costs and values and can be rented for less to a broader markeHowever, the subject (by
its finish quality) is essentially a special use property. Its 1st floor fully equipped custom
restaurant is among the highest quality state-of-the-art restaurant facilities in the area
and region. Properties with higher status, like the subject property, are more likely to
appeal to a restaurateur purchaser (or a buyer connected with a qualified restaurant
operator). Therefore, in this case the Income Approach is would be inadequate to
recognize the applicable market for this property and is considered to be irrelevant.

The subject building is a historic property located in the original Brunswick town core.

No other building in this area that would normally be a reasonable alternative to the

subject has its overall quality, similar function, and appeal. (There are other restaurant
propertiesintown but none approaches the subjectbs
been no sales of similar quality and outfitted buildings and the higher quality
restaurants in town are in owner-occupied buildings. Therefore, the comparison process

must consider the most practical and reasonable alternative data from alternative areas

within the overall market scope.

The Direct Sales Comparison Approach with proper market definition, reflects

price/value relationships for other properties of this type and is a reas onable means of
estimating the market value.
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USPAP COMPLIANCE, continued

The subject building is marketable as a single property within the estimated marketing
and exposure timesand discounting principles are not directly applicable to this report.

Inte nded Use/ Intended  Report User:

The intended use is for asset evaluation purposes in conjunction with possible
marketing. The intended user is the addressee.

Exposure time/marketing time:

The estimated exposure time is from 12-14 months and the marketing time estimate is
from 10-12 months and result from an overview of the market data.

Competency Disclosure:

AThe appraiser(s) have the prerequisite
experience to accept, perform, complete, and deliver the appraisal report on the subject
property in accordance with required governmental requirements and applicable
professional standards."

Personal Non -Realty Transfers:

Non-realty items are not included in the value estimate; however, value estimates
include fixtu res that are typically included in the salesof properties of this type.

Property Ownership Data:

Owner of Record Transaction Date Previous owner Deed Consideration
Quesada-Black LLC 05/02/2006 Pearl Enterprises, Inc. 1940/0057 Gift
Pearl Enterprises, Inc. | 01/20/2005 CXC I 1592/0405 $115,000.00
CXC 10/08/1999 Rainey & Skarpalezos 0690/0695 $95,000.00

Certification Comments:

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

Employment of the appraiser(s) was not conditional upon the appraiser(s) producing a

specified value or a value within a given range. Future employment prospects are not
dependent upon the appraiser producing a specified value. Employment of the
appraiser and payment of the fee is not based on whether a loan application is approved
or disapproved.
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SUBJECT PROPERTY

Identification:

Map Reference #: B01201032012

Parcel ID: 01-01540

Address: 1401 Newcaste Street, Brunswick, GA

Legal Description: Portion of 104 Old Town

Site Size: 2,700 square feet, .062 acre

Current Zoning: General Commercial Core

Flood Zone: FEMA Map #13127C0238F dated09/29/86, Zone AE11
Census Tract: 15260131270009.00

Purpose of Appraisal: Estimate the market value of the
Function of Appraisal: For evaluation purposes

Property Interest: Fee simple estate

Neighborhood:

The instant area is part of the original Brunswick downtown, originally des igned in 1771

by Mark Carr, a Captain in General Ogl et ho
President George Washington proclaimed Brunswick as one of the five original colonial

ports of entry in 1789. The Brunswick downtown is overlooks the South Brunswick

River and is easily accessible to US Highway 17 to its east and Interstate 95 to its west.

The downtown Brunswick, GA established and historic commercial core is a mixture of
commercial buildings, unique shops and restaurants, historic and more recent
government buildings, the Port of Brunswick facility, banks, historic homes, and
moderate non-historic homes and commercial buildings.

History:

The town name is for King George II's ancestral home, BraunsweigLunenburg,
Germany. After the Revolutionary War, many colonial towns distanced themselves from
their English heritage; however, Brunswick retained the English names of its streets and
squares such as Newcastle, Hanover, Gloucester, and London.

Brunswick was incorporated in 1836, and the Old Town placed on the National Register
of Historic Places on April 3, 1979. The Brunswick Old Town residential and
commercial district is the largest small town, urban National Register of Historic Places
district in Georgia. The downtown is undergoing re vitalization through the National

Main Street program, preserving and showcasing its history.
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SUBEJCT PROPERTY, continued
Access:

Newcastle Street to GA Highway 341; to Interstate 95; (the main traffic artery to the
area) and US Highway 17

Site features:

The site is flat; typical for the area. Th
and in back along Grant Street, also 3160.
site line is shared with 1403 Main Street. The site is fully improved with the structure,
typical for the Brunswick downtown area.
Building:
Age: Built circa 1890
Construction: Masonry structure, walls and built -up roof
Description:: The building was an uninhabitable shell when it last sold. It was
completely rebuilt in 2006 and 2007. Its 1 stfloor is used entirely as
the APear |l Restauranto and is high
as a premium restaurant with 100 seats (86 inside and 14 on the
patio). The restaurant has adining area, a sushi bar/cocktail bar,
hall, patron restrooms, wine room, and the kitchen and service
areas.
The restaurant fixtures and equipment are extensive and identified
in an addendum schedule. The restaurant finishes include cork
panels (costing about $20.00 each) over brick walls (some brick
areas are exposed for effect but the cork reduces sound as well as
provides an attractive décor); treated concrete floors; and high
(about 126) acoustical ceilings.

and six (6) custom, deeply upholstered, built -in semi-private dining
booths. The remaining interior seating is by high quality matching
dining sets. Access to the 29 floor is by an exterior stair situated
along the west side of the dining area. The area beneath the stairss
utilized as a custom wine storage room, with a glass wall looking
onto the dining area. The wine room has a separate custom
designed cooling system (with a reported $30,000.00 cost).
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SUBEJCT PROPERTY, continued

The 2nd floor is an open span loft used & the restaurant owner residence. The great
room design encompasses the kitchen, dining area, an office alcove, a single sleeping
area and the living room. Partitions separate two baths, two closets, and a laundry area.
The main room floors are restored timbers; walls are wood and plaster; and ceilings are
restored open beams. The 2d floor was once used by a group of attorneys with each
office heated by its own fireplace; hence, there are eight (8) fireplaces located along the
perimeter walls. The 2nd floor area appears to have sufficient size for it to be divided
into one or two more I|iving units at the

The kitchen features premium appliances and cabinets and the baths are modern and

new as is the laundry. The 3d level and roof deck is accessed by a spiral stair located
near the stairs leading down to the main level. The spiral stairs lead to an enclosed area
that opens to the roof deck. The deck has a rubber treated floor that also serves as the
roof covering. Approximately half the roof area is level and can be used as a deck;
however, rails along its perimeter would likely be required by codes. This area is not

included as part of the habitable building area but is a building amenity.

The city of Brunswick has reportedly given approval to other similar buildings in the
downtown area to add up to five living stories. Therefore, an addition to the building by
finishing the roof deck into an open -air lounge or construction of additional living floors
may be possble.

Comment:

The subject building is one of the most desirable historic downtown Brunswick
buildings. It had been in poor and uninhabitable condition but was completely rebuilt
with its structure engineeredto handle its weight and mass.

The renovation was completed using the highest quality materials and the finished
building reflects quality levels found in some of the more posh homes in the area. The
restaurant is state-of-the-art, very custom, and complete and is among the highest
quality facilities of its type in the area and region.
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SUBEJCT PROPERTY, continued
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SUBEJCT PROPERTY, continued

Location Map (Closer Scale)
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