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Thomas Donovan, V.P.

McLane, Graf, Raulerson & Middleton
900 Elm Street

Manchester, NH 03101

Dear Mr. Donovan:

Pursuant to your request, I have completed the attached summary report setting forth
my appraisal of the market value of Pennichuck Water Works, Inc. fee and easement
land holdings in southern New Hampshire. This report is a summary report, in that I
have additional information in my files which I relied on in preparing this report. In
other respects the report is complete when read in conjunction with Addendum A,
forwarded to you under separate cover.

The purpose of my analysis was to appraise the market value of these parcels as of
December 31, 2005.

There are several especially important assumptions to bear in mind as you review
this report:

» [identified the Pennichuck Water Works, Inc. land holdings in
southern New Hampshire based on tax assessment records in each of
the communities where Pennichuck has a presence in southern New
Hampshire. I anticipate that company representatives will be
reviewing this inventory of fee parcels and easements to verify that |
have included all appropriate fee parcels and easements and,
conversely, not left out any fee or easement parcels owned by the
company.

e [ have appraised the land as if “vacant and available for
development” consistent with the definition of highest and best use
relied on in the appraisal industry and central to the concept of market
value. This means that [ have reflected all constraints on the use of
this land imposed by its physical characteristics, zoning and market
conditions. I have not reflected restrictions imposed by virtue of the
land’s current use by Pennichuck Water Works, Inc. Had I reflected
the unique characteristics of the current use of this land, the result
would have been “value in use” rather than “market value.”

The values in this report reflect the cost of acquiring these parcels in the current
market.

This analysis is subject to the assumptions and limiting conditions set forth in the
body of this report.
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This assignment was complex, requiring the estimation of market value of 127 parcels (fee and
easement) in six different communities. Many of the parcels were unique, further complicating the
appraisal process. I fully expect that in finalizing my analysis, there will be some substantive
changes to the body of this report and in my conclusions.

The table below sets forth my conclusions in summary form. In preparing these conclusions I
relied on mass appraisal techniques, as set forth in the body of this appraisal report.

I draw your attention to the assumptions, limiting conditions and certification set forth in this
analysis.

Thank you very much for retaining Applied Economic Research.

Respectfully yours,

VIRl

Russell W. Thibeault NHCG 004

President
NHCG-04
Synopsis of Value Estimates
1/7/2006

Fee Parcels

Number of Total Estimated Value per

Parcels Acres Value Acre

Amherst 6 364 $ 667800 $ 18,331
Bedford 3 215 § 607,000 $ 28,298
Derry 9 494 $ 1,580,000 $ 31,964
Hollis 1 10 $ 176,000 $ 176,000
Merrimack 11 1730 $ 1,574,000 & 9,098
Nashua 30 4222 $ 7434000 $ 17,607
Total: Fee Parcels 80  703.53 $ 12,038,800 $ 17,412
Easement Segments

Number of Total Estimated

Segments Acres Value
Amherst 6 801 $ 201,400
Bedford 6 293 § 73,800
Derry 9 442 § 111,200
Hollis None - $ -
Merrimack None - $ =
Nashua _46 1897 § 477,300
Total: Easement Segments 67 3432 $ 863,700

. ————
Combined Fee and Easement Value '$ 12,902,500
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INTRODUCTION

Function of Appraisal

This appraisal was prepared to assist in the estimation of the value of Pennichuck Water
Works, Incorporated (PWW). The City of Nashua, New Hampshire has initiated eminent
domain hearings before the New Hampshire Public Utilities Commission. The intent of
the city is to acquire PWW, which supplies water to Nashua and other southern New

Hampshire communities.

This appraisal was undertaken to appraise the market value of fee and easement parcels
owned by PWW. It is anticipated that the conclusions of this appraisal will be

incorporated into a business valuation of PWW, being performed by a second appraiser.
Client

The client for this appraisal is Thomas Donovan, Esq.

Purpose of Appraisal

The purpose of this appraisal is to appraise the market value of the subject parcels as of

December 31, 2005.
Definition of Market Value

Market Value is defined as:

“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, knowledgeably, and assuming the price is not affected by undue
stimulus. Implicit in this definition is the consummation of a sale as of a specified

date and passing of title from seller to buyer under conditions whereby:

1. buyer and seller are typically motivated,;

2. both parties are well informed or well advised, and acting in what they
consider their own best interest;
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3. areasonable time is allowed for exposure in the open market;

4. payment is made in terms of cash in U.S. dollars or in terms of financial
arrangements comparable thereto; and

5. The price represents the normal consideration for the property, sold
unaffected by special or creative financing or sales concessions granted by
anyone associated with the sale.”!

Date of Opinion of Value

The value opinions expressed herein are as of December 31, 2005.
Date Report Prepared

This report was prepared on January 10, 2006.

Scope of Appraisal

The appraiser has utilized mass appraisal techniques in valuing the subject property. The

scope of this appraisal assignment included the following:

e [dentification of fee and easement land owned by Pennichuck Water
Works, Inc. from local property tax records

¢ [nspection of the fee simple parcels.

e Inspection of a portion of the easement parcels.
e Inspection of surrounding neighborhoods.

e Identification of current zoning.

e Analysis of highest and best use.

e [dentification of comparable sales.

e Analysis of the market environment

¢ Analysis of the physical characteristics of the subject parcels including
topography, wetlands, etc.

! Federal Register, Volume 55, Number 163, August 22, 1990, pages 34228 and 34229; also quoted in the
Glossary section of the Uniform Standards of Professional Appraisal Practice, 1997 edition, page 154.
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e Matching the characteristics of the subject property with comparable sales
data analyzed.

¢ Estimation of the market value of the parcels.

The appraiser was asked to appraise fee parcels and easements owned by Pennichuck
Water Works, Inc. No title searches were completed contemporaneous to this appraisal

analysis. Also, no surveys of the subject holdings were available.

The appraiser identified fee parcels by examining property tax records in the following
communities:

Ambherst
Bedford
Derry
Epping
Hollis
Merrimack
Milford
Newmarket
Plaistow
Salem

In several of these communities, no land is identified as being owned by Pennichuck
Water Works, Inc. Based on the appraiser’s analysis of property tax records in each of
the above communities, it was determined the Pennichuck owned land in the following

communities:

Ambherst
Bedford

Derry
Hollis
Merrimack
Nashua

Easements were identified on maps provided to the appraiser by Pennichuck Water
Works, Inc. This information consisted of maps depicting the existing water distribution
system of Pennichuck Water Works, Inc. Easements lying within public or private
rights-of-way were not included in the appraisal assignment. Cross-country easements

were included, and have been valued.
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Peanichuclk Water Wowrks, Ine.

AREA AND COMMUNITY DATA

The subject parcels are located in New Hampshire’s Hillsborough County, with the
exception of the Derry parcels which are in Rockingham County. Western Rockingham
County, including Derry, however, shares the same southern New Hampshire economic

environment as Hillsborough County.

Hillsborough County is located in south central New Hampshire immediately adjacent to
the Massachusetts border. It is a rapidly growing regional setting and the state’s most
urban environment. The county’s population in 2004 stood at just over 400,000, nearly
double the 1970 figure. The New Hampshire Office of Energy and Planning anticipates
continued population growth during the balance of this decade with the population
exceeding 425,000 by the end of the decade.

POPULATION

m’ow 4 e

350,000 -
300,000 |-
250,000 -
200,000 |-
150,000 | |}
100,000 | -

50,000

1970 1980 1990 2000 2004 2010
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Pennichnck Water Works, Tne. Land Appraisal Prge 7

The economic base of the county consists of the following major elements:

e Manufacturing, especially high-technology manufacturing;

e Retail trade, which is particularly strong because New Hampshire has no sales
tax in contrast to the heavily populated areas adjacent to Hillsborough County
in Massachusetts;

e Services, including health services, educational services, business and
personal services.

In addition to the region’s internally-generated growth, it experiences an in-migration of
new residents from Massachusetts because of lower housing costs and a perception of
lower taxes in New Hampshire. By virtue of the strong growth the region has
experienced over an extended period of time, vacant land available for development is
scarce, particularly in the communities immediately abutting the Everett Turnpike,

including Nashua, Merrimack, Bedford and Manchester.

As a result of the region’s strong economic growth, and also reflecting national trends,

property values within the region have risen rapidly. Data compiled by the New

Median Purchase Price of Primary Homes HamPShlfe HOUSng Finance

Authority indicate that the

£ §
g

median purchase price of a
home in Hillsborough County
for the January-June 2005
period was $255,000,

reflecting a doubling in value

' ' P ; | since 1998.
IR N N R I S R

R i
&
g

{+NI Homes —@—Existing Homas —je—Now Hames |
J
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Pennichuck Warer Works, Ine Land Appraisal Puge 7

GENERAL CHARACTERISTICS OF THE SUBJECT PARCELS

The subject parcels have been acquired over the past century to support the water supply
activities of PWW. The parcels exhibit a variety of characteristics, as set forth in

subsequent materials in this report. Broadly speaking they can be classified as including:

» Small parcels housing pump stations and water tanks;

o Large tracks, adjacent to the company’s water supply, acquired to protect
that water supply and to house company operations;

s {ross-country easement tying various elements of the water distribution
system together.

A total of 127 parcels have been valued, consisting of 60 parcels owned in fee and 67

easement segments:

Fee Parcels
Number of Total
—_ Parcels Acres
Amherst 6 36.4
Bedford 3 215
- Derry S 49.4
Hollis 1 1.0
Merrimack 11 173.0
Nashua 30 4222
i Total: Fee Parcels 60 703.53
Easement Segments
- Number of Total
Segments Acres
Amherst 6 8.01
- Bedford 6 2.93
Derry 9 4.42
Hollis None -
Merrimack None -
Nashua 46 18.97
Total::Easement Segments 67 34.32

The neighborhood settings of the parcels range from rural, sparsely developed

neighborhoods to urban density developments (in Nashua).
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Inventory of Easement Parcels

I1'c|tll Derry

l

1

[ I l I |
AER Map Easement
Segment Width (Red If Easement Encumbered Areq
Code Community From-To Estimated) Length (feet) (Square Feet)
A-1 Amherst Nashua Rd to Northern Ave 25 6,300 167,500
A-2 [Amherst Patricia Ln to Tech Cir 25 2,100 52,500
A-3 |Amherst Stearns Rd to Boston Post Rd 25 2,100 52,500
A4 Amherst _ |Steams Rd 25 2,700 67,500 |
A-5 '‘Amherst Tank to Boston Post Rd l 25 300 7,500
A-6 Amherst Thornton's Ferry Rd To Boston Post | 25 450 | 11,250

Total Amhers{ 6 13,950 348,750

B-1 'Bedford Hill Road to Rolling Woods Dr 25 1,500 37,500
B-2 Bedford New Boston Rd to Essex Rd 25 600 15,000
B-3 |Bedford Arbor Lane to Hardy Rd pie 800 | 20,000
B-4 |Bedford Hardy Road to Sonoma Dr 25 300 | 7,500
B-5 Bedford Bartlett Drive 25 600 15,000
B-6 |Bedford Meadow Rd to Cabot Ln 25 1,300 32,500

| Total Bedford | 0\ 5,100 127,500
L5—1 |Derry __|Anna Circle to North Shore Road 25| 1,800 | 45,000
D-2 Derry 'Pump Station to Werner Hill Road 25 550 13,750
D-3 |Derry Pump Station to Werner Hill Road 25 500 12,500
D4 Derry Redfield Circle to Olesen Road ) 25 2,700 67,500
D5 [Demy Olesen Road to Drew Wood Dr [ 25 400 10,000 |
D-6 Derry Drew Wood Dr to Hampstead Rd 258 1,000 25,000
D-7 Derry Eastman Drive 25 400 10,000
D-8 |Derry Eastman Drive 25 350 | 8,750

| 9 7,700 192,500

Easement Inventory Page 1 of 3
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Inventory of Easement Parcels
| N [ [
AER Map Easement _I
Segment Width (RedIf  Easement Encumbered An#
Code Community From-To Estimated) Length (feet) (Square Feet)
N-1 Nashua Lojko Dr to Poliquin Dr 20 350 7,000
N-2 |Nashua Spit Brook Rd to Shakespeare Rd 40 3,800 152,000
(N-3 'Nashua Gilson Road to Tanglewood Dr 25 1,350 33,750
N-4 Nashua From Gilson Rd to proposed streets 20 1,130 22,600 |
N-5 |Nashua Delaware Rd to Candlewood 20 385 7,700
}i-s {Nashua Spring Cove to Foxglove 50 700 | 35,000
N-7  [Nashua Coleen Rd to Newbury Rd 25 300 7,500
N-8 |Nashua Off Westwood Dr 15 35 525
N-9 Nashua Wilmington St to Monica Drive 10 650 6,500
N-10 'Nashua Off Westgate Crossing 26 75 1,950
N-11 Nashua Dogwood Drive to Nancy Ct 25 30 750
N-12 |Nashua Westhill Drive To Fox Grove 20 600 12,000
N-13 'Nashua Lewis Street to Lake Street 20 300 6,000
N-14 Nashua Lund Rd. 33 100 3,300
N-15 |Nashua Holiday Circle 35 400 14,000
N-16 Nashua Main St. 25 400 10,000
N-17 |Nashua Clement Street to Reservoirs 25 1,100 27,500
N-18 Nashua Indiana Dr 10 300 3,000
N-19 |Nashua Fifield St to Summit St 25 200 5,000
N-20 'Nashua Linton St to East Brook Dr 200 300 6,000
N-21 Nashua Old Ham Lane 25 750 18,750
N-22  [Nashua Colburn Ave to Ressurrection Circle 25 500 12,500
N-23 ‘Nashua Butternut Drive B 25 500 12,500
N-24 |Nashua Coburn Ave to Chatfield Dr., 25 300 7,500
N-25 'Nashua Broad St 20 400 8,000
N-26 Nashua Pine Hilt Rd to Boston & Maine RR 20 1.540 30,800
N-27 _ |Nashua Long Ave 1T 420 8400
N-28 |Nashua Blue Hill to Pine Hill Ave. f ' 200 605 12,100
N-29 (Nashua Broad St to Nashua River 20 1,296 25,920
N-30 'Nashua Nashua River to canal 30 1,915 57,450
N-31 Nashua Whipple St 20 1.217 24,340
N-32  [Nashua Factory St to High St 25 200 5,000
N-33 INashua Concord St to Water Street 25 200 5,000
N-34 Nashua Spruce St to Scripture 20 300 6,000
N-35  |Nashua Lock st to Boston and Maine RR 20[ 81 1,620 |
N-36 (Nashua Columbia Ave to Baker 25 1,900 47,500
N-37 |Nashua Benton Dr 25 350 8,750
N-38  [Nashua Henri Burgue HWY to Ferry Rd 25 400 | 10,000

Easement Inventory Page 2 of 3
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Inventory of Easement Parcels

| T | ] |
AER Map Easement
Segment Width (Red Iif Easement Encumbered A
Code Community From-To Estimated) Length (feet) (Square Feet
N-39 Nashua Trafalgar Square 25| 900 22,500
N-40 Nashua Trafalgar Square to Southwood Dr 25 900 22,500
N-41 Nashua Ham St to Lochmere 25 300 7,500
N-42 Nashua Wood Dr to Sandstone Dr 20 250 5,000
N-43 Nashua White Oak Dr. to Tinker Rd. 25 700 ' 17,500
N-44  'Nashua Heron Cove from Henry Clay Dr 25| 2,200 55,000
N-45 Nashua Concord St toward pump station 50 100 5,000
N-46 [Nashua Boston and Maine RR to Merrimack Ri 30 900 | 27,000

' Total Nashua “[ | 826,205

'Notes: AER has retained maps in its files showing the location of each easement segment.

'Maps provided to AER did not list easement widths for all segments. If width was unspecified |

AER estimated a width of 25' based on observation of the width when specified on the maps.

Easement Inventory Page 3 of 3 2 6



VALUATION

There are three standard approaches to valuing real estate: the Cost Approach, the
Income Approach and the Sales Comparison Approach. The Cost Approach and Income
Approach are appropriate only for improved parcels. In this appraisal, the Comparable

Sales Approach to Value was utilized.

The approach to valuing the fee parcels and the easement parcels (and the results of the

valuation) are described in the following paragraphs.
Valuation of Fee Parcels

The appraiser relied on a mass appraisal technique to value the subject parcels. Under

this technique the following steps were executed:

o Identified the parcels to be appraised by researching property tax records
in each community Pennichuck serves.

e Researched the characteristics of each subject parcel.

o Identified all land transactions in southern New Hampshire reported by the
region’s real estate agent within the market area.

e Identified the characteristics of each comparable sale.
e C(Classified comparable sales by their potential use.

e Calculated units of comparison (sale price per acre, sale price per lot, sale
price per square foot) for each of the comparable sales.

e C(Classified the subject parcels by their potential use.

e Matched the characteristics of the subject parcels with the characteristics
of the comparable sales data.

e Adjusted the units of comparison (price per acre, etc.) to reflect
differences between the subject property and the matched comparable

sales.

e Derived a value for each parcel.

28



Comparable Sales Data

Comparable sales of undeveloped land were identified by querying the on-line database
of real estate transactions in southern New Hampshire. More specifically, all land
transactions occurring between January 1, 2004 and December 15, 2005 in the following
communities were abstracted from the Ambience database, which includes all

transactions passing through the Multiple Listing Service:

Amherst
Bedford
Hollis
Hudson
Litchfield
Milford
Nashua

Because there are relatively few wetland parcels and they sell infrequently, Multiple
Listing Service sales data was supplemented by sales of wetland parcels across a broader

range of communities and over a longer timeframe.

A total of over 100 sales were identified, analyzed and incorporated into the comparable
sales database relied on in this appraisal. Comparable sales were time adjusted to the
date of valuation (December 31, 2005) at the rate of 1 percent per month based on

property value trends in the marketplace.

Categorization of Comparable Sales

Each comparable sale was classified as to its potential use into one of the following

categories.

Commercial land

Industrial land

Residential land smaller than 5 acres
Residential land larger than 5 acres
Wetlands mitigation

29



Pennichuck Warer Works, fne. Land Appraisal Page 12

A table listing the characteristics of each comparable sale appears on the following pages.
Measures of central tendency (arithmetic mean and median) were then computed for each

of these categories, with the following results:

Synopsis of Comparable S[ales [
Time Adjusted
Time Adjusted Price per]
Lot Size, Adjusted Price Per  Square|
Acres Sale Price Acre Foot
Commercial Parcels l l l
Mean 1 816 |3 803,000 % 1610005 370
Median 410 ($ 191,000 |$ 132,500 % 3.04
Industrial Parcels |
Mean 525|% 268000(% 165800 % 3.64
Median 336! % 175000 | $ 89,300 | $ 1.80
Residential Under 5 Acres { ,
Mean 127 /% 154000 |$ 223200[/8  5.11
Median 099 [$ 140,000 $ 135700 |%  3.11
Residential Over 5 Acres ; |
Mean 2487 |$ 371,000 | § 23,400 | $ 0.54
Median 2016 | $ 300,000 | $ 17,500 | $ 0.40
[Wetlands Mitigation , '
Mean 141.36 | $ 452,000 | § 2500 (9% 0.06
Median 5213 | § 66,000 | $ 1,400 | $ 0.03

Value of Fee Parcels

The characteristics of each of the subject parcels were then matched with these indicators
of land value in southern New Hampshire. Adjustments were rendered for the size of the
subject parcel in reference to the typical similarly categorized property and the quality of

the subject parcel in reference to the comparable category.

Each parcel was analyzed individually, Addendum A incorporates the parcel-by-parcel
analysis of value, including parcel characteristics, assessment of highest and best use,

comparable sales category, unit of comparison and adjustments to the sales to derive a

value for each subject parcel.

Summing these individual parcel values results in the following conclusions regarding

the market value of the fee parcels as of December 31, 2005:
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Penmichuck Warer Works. Inc

Fee Parcels

Ambherst

Bedford

Derry

Hollis

Merrimack

Nashua

Total: Fee Parcels

Land Appiraisal

Synopsis of Value Estimates

Puge 13

11712006

Number of Total Estimated Value per
Parcels Acres Value Acre

6 364 $ 667,800 § 18,331

2 215 $ 607000 $ 28,298

9 494 $ 1,580,000 $ 31,964

1 10 $ 176,000 $ 176,000

11 173.0 § 1,574,000 $ 9,098

30 4222 $ 7434000 9 17,607

60 703.53 $ 12,038,800 $ 17,112

Detailed data on each fee parcel and its valuation is in Appendix A to this report.

Valuation of Easement Parcels

In addition to the fee parcels described in the preceding paragraphs, the appraiser was

asked to value cross-country easements owned by Pennichuck Water Works, Inc. Cross-

country easements are easements that do not lie within an existing public or private

roadway. They serve to connect various segments of the water system together, crossing

over land not owned by Pennichuck Water Works, Inc.

The methodology in establishing the value was to:

+ Determine the length of cross-country easements in each community by
segment, relying on maps provided by Pennichuck Water Works, Inc.

» Calculating the easement area for each segment as depicted on the maps
provided to the appraiser. If no width was specified on the maps, the
appraiser applied a width of 25 feet unless a width was specified on the
maps provided to the appraiser.

» Applying a fee value to the easements based on the comparable sales data
set forth in the fee value section of this appraisal.

» Ascribing 75 percent of the fee value to the across the fence value to
reflect the lesser value of an easement as compared to fee ownership.
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Pennichuck Wearer Works, (ne Land Appraisal

The fee value utilized was $0.77 per square foot. This is the average square foot value of

all sale parcels in the data base, (which included a wide range of property types consistent

with the characteristics of the easement segments) developed in the course of appraising

the fee parcels.

The 75% easement factor reflects the fact that a purchaser of an easement does not
purchase all the property rights included in a purchase of the fee interest (the interest
reflected in the comparable sales). The appraiser examined a sample of Pennichuck
Water Works easements to reach a conclusion that the easement rights acquired are

substantial.
The resulting values of the easements by community are as follows:

Synopsis of Value Estimates

Easement Segments

Number of Total Estimated

Segments Acres Value
Amherst 6 801 $ 201,400
Bedford 8 293 § 73,800
Derry ] 442 § 111,200
Hollis None - $ -
Merrimack None - 3 -
Nashua 46 1897 $ 477,300
Total: Easement Segments 67 3432 $§ 863,700
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Peanichiick Water Works, Inc

FINAL VALUE ESTIMATE

The appraiser has relied on the Comparable Sales approach in valuing the Pennichuck
Water Works, Inc. easement and fee parcels. The conclusion of this analysis is that as of

December 31, 2005 the market value of the subject parcels was:

Synopsis of Value Estimates

1/7/2006
Fee Parcels
Number of Total Estimated Value per
Parcels Acres Value Acre
Ambherst 6 364 $ 667,800 $ 18,331
Bedford 3 215 § 607,000 % 28,298
Derry 9 494 $ 1,580,000 $ 31,964
Hollis 1 10 § 176,000 $§ 176,000
Merrimack 11 1730 $ 1,574,000 $ 9,098
Nashua 30 4222 & 7434000 $ 17,607
Total: Fee Parcels 60 703.53 $ 12,038,800 $ 17,112

Easement Segments
Number of Total Estimated

Segments Acres Value

Amherst 6 801 $& 201,400
Bedford 6 293 § 73,800
Derry 9 442 $§ 111,200
Hollis None - $ -

Merrimack None - 3 .

Nashua 46 18.97 $§ 477,300
Total: Easement Segments 67 3432 $ 863,700
Combined Fee and Easement Value $ 12,902,500
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About Applied Economic Research

Applied Economic Research provides comprehensive economic and development

consulting services to public and private clients. Since 1976 Applied Economic Research

has developed a reputation for objective research and seasoned judgment. We take
special pride in our high level of repeat clients and referrals--the best indicators of a job
well done. Typical assignments include:

Feasibility Studies including market studies of new resi-
dential, commercial and industrial developments; financial
pro formas; rehabilitation/reinvestment projects; and
highest/best use studies of vacant land.

Development Strategies including target market/product
definition analysis, market penetration, buyer preference
surveys, problem loan work-outs, and site selection studies.

Valuation/dppraisal of real estate and businesses in
financing, acquisition/disposition, tax and litigation
settings.

Public Policy Analysis including downtown redevelopment,
affordable housing, capital improvement programming,
economic development strategies, growth impact studies
and neighborhood revitalization.

Impact Studies including school and community facilities
impacts, shopping center impact studies, and economic im-
pact analysis of new public investments including high-
ways.
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Our Assets

AER brings to each assignment critical resources:

Qbjectivity. AER's research is thorough, objective and honest. Our studies may not say
what the client was hoping to hear - but they report the truth and our unbiased, seasoned
advice. As a result, our clients entrust us with their most important and difficult
decisions.

"When we can't afford to miss, I call Applied Economic

Research. Itrust AER to give us the information, the in-

sight and the advice we need to make tough real estate de-

cisions. You get what you pay for. The information and

guidance they provide have helped us avoid costly pitfalls.”
New Hampshire Banker

Unmatched Information Resources. AER maintains an exclusive database of New
England economic and real estate information. Our systems analyst maintains current
population, income and housing, production and sales information. Our computer
modeling capabilities are comprehensive, flexible and sophisticated.

Seasoned Judgment. Our studies get results. They extend beyond a compilation of data.
We interpret the information and recommend strategies that are realistic and effective.

"AER has been extraordinarily accurate in predicting mar-
ket trends. But they do more than give us good numbers.
Just discussing project ideas with them can be invaluable--
because of their experience and understanding of the
market."”

Southern New Hampshire Developer

Credibility. AER enjoys outstanding credibility with lenders, investors and public
agencies recommending optimal strategies based on solid research.

"Their work throughout the region gives AER great credi-
bility. The AER team is great to work with. They're per-
sonal and very professional.”

State Government Official

Confidentiality. Our office has a written policy of confidentiality. We do not disclose
our research or findings to anyone but our client.

Top Level Contacts. AER has an extensive network of business and professional contacts
throughout New England. We go beyond published market data to the community
leaders and business decision makers who influence public policy and investment deci-
sions.
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Diverse Experience

AER has completed over 3,000 assignments for a balanced mix of public and private
clients. Our public clients find our intimate understanding of the developer's world espe-
cially useful. Our private clients benefit from our working knowledge of public policy
and development issues.

Private assignments include market and development strategies for award-winning ven-
tures such as Windward Harbor, which received Builder magazine's Project of the Year
award; Wildwood Village, winner of Professional Builder magazine's Homes for Better
Living award; and the Villages at Granite Hill, winner of 11 New Hampshire Home
Builder's Association awards, including Project of the Year. Our retail experience ranges
from small specialty centers to regional malls. Our office and industrial assignments ad-
dress both reuse and new construction proposals.

Our public clients range from metropolitan areas to islands off the Maine coast to the re-
gion's largest communities and state agencies.

Extensive Exposure

Russ Thibeault, president of AER, is frequently quoted in the state and national media.
He is a frequent commentator on National Public Radio’s Marketplace, heard nationally
by over 3 million listeners a week. He has appeared on ABC World News, The McNeil-
Lehrer News Hour, BBC World Television and Japan Public Television. He has been
quoted in The New York Times, The Wall Street Journal, The Washington Post and the
Los Angeles Times.

Russ is a frequent public speaker addressing economic and development issues before the
state’s business and government leaders.

Our clients include most of the area’s financial institutions, government agencies,
developers and municipalities. They provide AER with a high degree of repeat
assignments—the best measure of a successful assignment.
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RUSSELL W. THIBEAULT
PRESIDENT
APPLIED ECONOMIC RESEARCH, INC.

Russell W. Thibeault is a real estate and economic consultant providing services to public
and private clients. He founded Applied Economic Research in 1976 and has completed
assignments in 30 states.

Expertise

Mr. Thibeault's expertise falls into a variety of economic and real estate topics:

Economic Development Studies for states, regions and municipalities concerned
about job, investment or income displacement.

Market and Financial Feasibility Analysis of shopping centers, office buildings,
apartments, condominiums, industrial and land developments.

Highest and Best Use Studies of undeveloped land, industrial, commercial, and
investment real estate for government bodies, corporations, financial institutions,
estates and private investors.

Market Value Appraisals of undeveloped land, industrial, commercial, and
investment real estate for government bodies, corporations, financial institutions,
estates and private investors.

Business Valuations and economic loss estimates of closely held businesses for
estate planning, family interest transfers and court testimony.

Real Estate Investment Strategies for corporations, institutions, syndicates and
individuals including: acquisition studies, market strategies, after tax cash flow
studies, and financing strategies.

Site Location Studies for banks, retail stores, and industrial firms

Downtown Revitalization Studies for corporations, private investors and
government bodies, including market penetration estimates, revitalization
strategies, and financing strategies.

Economic Impact Studies including retail sales impact of proposed shopping
centers and cost-revenue impacts of proposed shopping centers, residential,
commercial or industrial developments.
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Housing Market Studies for state, regional and local governments, including the
evaluation of existing housing markets and identification of housing needs.

Public Finance Studies for local governments including revenue and cost
projections, capital improvement programs and tax base analysis.

Between 1972 and 1976, Mr. Thibeault was employed by Hammer, Siler, George
Associates, a Washington-based national economic and real estate consulting firm with
field offices in Atlanta and Denver. In 1976, he resigned his senior associate position
with the Hammer firm to establish Applied Economic Research, an independent consult-
ing practice.

Private real estate investments analyzed by Mr. Thibeault represent a combined invest-
ment of nearly $1 billion. His public and private experience has taken him to more than
30 states. Between his Applied Economic Research practice and his Washington posi-
tion, clients include:

American Institute of Architects

National Association of Home Builders

U.S. Department of Transportation

U.S. Department of Housing & Urban Development

U.S. Army Corps of Engineers

National Commission on Water Quality

National Trust for Historic Preservation

Greater Baltimore Committee

PPG Industries (Pittsburgh)

MONDEYV, International (Montreal)

Town of Scarborough, Maine

Haywood Properties (South Carolina)

Pennsylvania Avenue Development Corp. (Washington, DC)

Travelers Insurance

New York State Urban Development Corporation

Public Service Company of New Hampshire

Appalachian Power Company (Virginia)

Chittenden County Regional Planning Commission (Vt.)

Piedmont Environmental Council (Virginia)

City of New Orleans

Lakes Region Planning Commission (New Hampshire)

International Paper Company (New York)

Town of Plymouth, Massachusetts

Town of Franklin, Massachusetts

City of Burlington, Vermont

City of Concord, New Hampshire

City of Laconia, New Hampshire

City of Baltimore, Maryland

State of Delaware

State of Rhode Island

New Hampshire Housing Finance Authority

Fleet National Bank

Dartmouth College

Boston Redevelopment Authority
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Education/Affiliations

Russell W. Thibeault holds a master's degree in urban and regional planning with an
emphasis in economic analysis from the University of North Carolina (Chapel Hill).
While attending the University, he was elected president of Planner's Forum, the graduate
student organization. He holds a Bachelor of Arts degree from the University of New
Hampshire and has taken advanced real estate courses in the Graduate School of Business
at American University (Washington, D.C.). He has successfully completed courses
leading to the MAI designation offered by the American Institute of Real Estate
Appraisers. He has successfully completed residential and income property appraisal
course examinations offered by the Society of Real Estate Appraisers. He is presently an
candidate member of the Appraisal Institute. He has completed course work leading to
the CBA designation offered by the Institute of Business Appraisers

Mr. Thibeault is a Certified General Appraiser licensed by the New Hampshire Real
Estate Appraiser Board, License #NHCG-4. He has served as the only Certified General
Real Estate Appraiser on the New Hampshire Real Estate Appraiser Board. He presently
serves on the NH appraisal review committee of the Board.

He was the recipient of a National Science Foundation research assistantship for research
on consumer housing preferences and placed first in the Southern Regional Science As-
sociation research competition. He has authored several papers published in professional
journals, including The Review of Regional Studjes and Traffic Quarterly. He was a
contributor to the President's Report on National Growth and Development issued to the
U.S. Congress in 1974 and has authored several research papers distributed by the
National Association of Home Builders. He has served as a course instructor in
economics at New Hampshire College and has lectured in urban planning at Plymouth
State College.

He maintains membership in the Institute of Business Appraisers, the Appraisal Institute
(candidate member), the International Right of Way Association and the National
Association of Home Builders.

Appearances

Mr. Thibeault has appeared as an economist/real estate expert on Nightline, ABC World
News, the MacNeil-Lehrer News Hour, CNN the Japanese Broadcasting Network and
BBC World Television News. He has been interviewed by the New York Times, the Los
Angeles Times, the Wall Street Journal, the Washington Post, Fortune magazine, the
Kiplinger Letter, the Irish Times, USA Today and U.S. News and World Report.

Mr. Thibeault has served on the Board of Directors and as President of the New
Hampshire Planners Association. He was elected to the Executive Committee of the
North Carolina Chapter of the American Institute of Planners.

Mr. Thibeault served on the Board of Directors of the Indian Head National Bank of
Laconia, until such time as that institution merged with the Indian Head National Bank of
Nashua. He has served on the Board of Directors and Finance Committee of the Lakes
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Region General Hospital and as a director of First NH Bank, and Citizens Bank (NH).
He is past-president of the Laconia Industrial Development Corporation and also of Plan
NH. Mr. Thibeault has served on the NH Governor’s Revenue Advisory Panel.

His economic commentaries have been heard nationally over National Public Radio
affiliates on programs including Marketplace, The Savvy Traveler and Living on Earth

He has completed professional development courses offered by the Institute of Business
Appraisers, the Appraisal Institute, and the International Right of Way Association.

He is a frequent public speaker. He has presented before the NH Bar Association’s
Continuing Legal Education series (CLE), the NH Chapter of the Appraisal Institute, the
NH Bankers Association, the NH Association of School Superintendents, the NH
Assessors Association, and the National Conference of the National Association of Home
Builders.

He has been qualified as an expert witness in the US District Court, the US Bankruptcy
Court, the NH Board of Tax and Land Appeals and most of the Superior courts in New
Hampshire.

6/05
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CERTIFICATION

CERTIFICATION: I 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, opinions and conclusions.

[ have no present or prospective interest in the property that is the subject of this
report, and 1 have no personal interest or bias with respect to the parties involved.

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

The reported analyses, opinions, and conclusions were developed, and this report
has been prepared, in conformity with the requirements of the code of
professional ethics and the uniform standards of professional appraisal practice of
the appraisal foundation.

The undersigned has inspected the subject parcels, either on the ground or from
aerial photogaphs.

The appraiser has previously completed appraisal assignments of commercial
property such as the subject.

The property does not have significant natural, cultural, recreational or scientific
value.

This appraisal assignment was not based on a requested minimum valuation, a
specific valuation, or approval of a loan.

I certify that the use of this report is subject to the requirements of the Appraisal
Institute relating to review by its duly authorized representatives.

VLI illeouc

DATE:__ January 10,

2006

Russell W. Thibeault, Appraiser
NHCG-4
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STATEMENT OF LIMITING CONDITIONS

The certification of the Appraiser appearing in the appraisal report is subject to the
following conditions and to such other specific and limiting conditions as are set forth by

the Appraiser in the report.

1. The Appraiser does not assume responsibility for matters of a legal nature
affecting the property appraised or the title thereto, nor does the Appraiser render any
opinion as to the title, which is assumed good and marketable. The property is appraised
as though under responsible ownership.

2. Any sketch in the report may show approximate dimensions and is included to
assist the reader in visualizing the property. The Appraiser has made no survey of
the property.

3. The subject land is appraised as described in the body of the report. If a subsequent
or undisclosed survey or other more accurate description is revealed, there may be a
significant effect on value requiring a re-evaluation.

4. The Appraiser is not required to give testimony or appear in court because of
having made the appraisal with reference to the property in question, unless
arrangements have been previously made therefore.

5. Any distribution of the valuation in the 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
invalid if so used.

6. The Appraiser assumes that there are no hidden or unapparent conditions of the
property, subsoil, or structures, which would render it more or less valuable. The
Appraiser assumes no responsibility for such conditions, or for engineering, which
might be required to discover such factors.

7. Information, estimates, and opinions furnished to the Appraiser, and contained in
the report, were obtained from sources considered reliable and believed to be true
and correct. However, no responsibility for accuracy of such items furnished the
Appraiser can be assumed by the Appraiser.

8. The By-laws and Regulations of the professional appraisal organizations with
which the Appraiser is affiliated govern disclosure of the contents of the appraisal
report.

9. Neither all, nor any part of the content of the report, or copy thereof (including
conclusions as to the property value, the identity of the Appraiser, professional
designations, reference to any professional appraisal organizations, or the firm with
which the Appraiser is connected), shall be used for any purposes by anyone but the
client specified in the report, the borrower if appraisal fee paid by same, the
mortgagee or its successors and assigns, mortgage insurers, consultants,
professional appraisal organizations, any state or federally approved financial
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10.

11.

12.

13.

14.

15.

16.

institution, any department, agency, or instrumentality of the United States or any
state or the District of Columbia, without the previous written consent of the
Appraiser; nor shall it be conveyed by anyone to the public through advertising,
public relations, news, sales, or other media, without the written consent and
approval of the Appraiser.

On all appraisals, subject to satisfactory completion, repairs, or alterations, the
appraisal report and value conclusion are contingent upon completion of the
improvements in a competent manner.

Unless stated elsewhere in this report, the presence of toxic or hazardous materials
or gases is unknown. If such materials are present, there could be a negative effect
on the value of the subject property. Such effects, if present, are not addressed in
this appraisal. If the presence of hazardous or toxic materials is suspected, the
Appraiser recommends the client retain the appropriate, qualified experts.

Full compliance with all applicable federal, state and local environmental
regulations and laws is assumed unless noncompliance is stated, defined and
considered in the appraisal report.

Full compliance with all applicable zoning and use regulations and restrictions is
assumed unless a nonconformity has been stated, defined and considered in the
appraisal report.

That all required licenses, consents or other legislative or administrative authority
from any local, state or national governmental, private entity or organization have
been or can be obtained or renewed for any use on which the value estimate
contained in this report is based is assumed.

I (we) have not made a survey or analysis of the subject property to determine
whether the physical aspects of the improvements meet the accessibility guidelines
specified under the Americans with Disabilities Act (ADA). Under ADA
guidelines, compliance matches each owner's financial ability with the cost to cure
the potential physical deficiencies of the property. Thus, the requirements for
compliance can change with each owner's financial ability to correct (cure) the non-
accessibility problems for the property. Specific studies of the cost to cure the
deficiencies and the owner's financial ability to afford these costs would be needed
for the Department of Justice to determine compliance. Since this Act has only been
effective since January 26, 1992, there has been an insufficient amount of market
data to determine what impact this Act has had on values. Given these factors, the
estimates of market value and fair value presented herein do not consider the effects
of potential non-compliance.

This is a summary appraisal report that is intended to comply with the mass
appraisal report requirements set forth under the Uniform Standards of Professional
Appraisal Practice for a Summary Appraisal Report. As such, it presents only
summary discussions of the data, reasoning and analysis that were used in the
appraisal process to develop the appraiser's opinion of value. Supporting
documentation concerning the data, reasoning and analysis is retained in the
appraiser's file. The depth of discussion contained in this report is specific to the
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needs of the client and the intended use. The appraiser is not responsible for
unauthorized use of this report.
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