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R.P. McDERMOTT ASSOCIATES, INC.

Richard P. McDermott, MAI 11 Mountain Avenue

President Bloomfield, CT 06002
Phone: (860) 242-2700
Fax: (860) 242-1530

November 8, 2011

Ms. Elizabeth Brothers, Assistant Director

Land Acquisition & Management Division

State of Connecticut Department of Energy & Environmental Protection
79 Elm Street

Hartford, Connecticut 06106-5127

Subject: Eagle Landing LLC Property, High Street and Walkley Hill Road, Haddam, CT
Dear Ms. Brothers:

At your request we have prepared a Complete Appraisal Report in a Self-Contained Format for
the subject property. The purpose of the report is to provide a market value opinion of the fee
simple interest for the subject as of the September 28, 2011 date of inspection. The client for this
assignment and the intended user of the report is the State of Connecticut Department of Energy
and Environmental Protection. It is our understanding that the intended use of the report is to
assist the State of CT and the CT Department of Energy and Environmental Protection to
negotiate a land exchange involving the subject and a 17.4-acre parcel of State-owned land on
Bridge Road in Haddam.

The subject consists of four tax parcels with a total of 87.7 acres. Although the subject has no
frontage on Walkley Hill Road, the town assessor records recognize 30.67 acres of the subject's
total land area by a Walkley Hill Road address. The subject property has 315.84' of frontage on
the east side of Route 81 (a/k/a Killingworth Road) and 91.17' of frontage on the east side of
High Street. A small percentage of the land along the subject's frontages is in the R-1 residential
zone with the majority of land in the R-2A residential zone.

The property is essentially vacant hillside land that abuts a 979-acre tract of the Cockaponset
State Forest. The land cover includes woodlands, watercourses, a field and a pond. The
improvements on the property include logging and walking trails, skid trails, a stone
fireplace/chimney that remains from an old cabin and a dam. A small wood structure known as
the spring house is the source of spring water for an abutting property owner (who has water,
access and water line maintenance rights over the subject property).

An environmental assessment report for the property has not been provided to this office for
review. Please be aware that this appraisal office is not qualified to detect the presence or
absence of hazardous materials. It is important to note that, unless otherwise stated, this
appraisal assumes the subject is free of and unaffected by all hazardous materials and
contaminated waste. No responsibility is assumed for any expertise or engineering knowledge
required to discover hazardous substances that may impact the market value of the subject. The
client is urged to retain an expert in this field if further environmental information is necessary.

The appraisal report has been prepared in accordance with the Code of Professional Ethics and
Standards of Professional Appraisal Practice of the Appraisal Institute, the Uniform Standards of
Professional Appraisal Practice by the Appraisal Foundation and the Uniform Appraisal
Standards for Federal Land Acquisitions.
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The analyses and conclusions within this report are based on a complete appraisal process that
included: researching town records; market research; interviews with market participants; a
description and analysis of the real estate; and the development of pertinent valuation
methodology. Supporting exhibits are included in the report and in the attached addenda. The
report is presented in a Self-Contained Format, which is a full presentation of the data, reasoning
and conclusions for the property being appraised.

The land being appraised has been involved in an ongoing controversy. The main issue is
whether the State of Connecticut has the right to exchange a 17.4-acre parcel of land (that had
been acquired by the State for open space preservation) for the appraised property when the
private property owner intends to use the protected land for economic development purposes.
The State Legislature has passed a Special Act approving the land swap (subject to conditions)
which provides the legal basis for the land swap. For appraisal purposes, it is an extraordinary
assumption of this report that the State of CT has the legal right to exchange the appraised
property for economic development purposes.

This appraisal report has been prepared for the client, the CT Department of Energy &
Environmental Protection's Land Acquisition and Management Department, for their sole and
exclusive use to evaluate a proposed land swap. The client is the party who initiated the
assignment and is a signatory of the Contract for Appraisal Services. R.P. McDermott Associates
Inc. and the appraiser signing this report have no responsibility to any other party. This appraisal
may not be used or relied upon by anyone other than the client, for any purpose whatsoever
without the written consent of the appraiser. Any party who uses or relies on any information in
this report, without the written consent of the preparer does so at their own risk.

This appraisal report and all of the appraiser's work in connection with the appraisal
assignment are subject to the limiting conditions and all other terms stated in the report. Any
use of the appraisal by any party, regardless of whether such use is authorized or intended by
the appraiser, constitutes acceptance of all such limiting conditions and terms.

After investigating the real estate market and considering all the facts contained in this report, it
is our opinion that the market value for the subject property as of September 28, 2011 is:

FOUR HUNDRED NINETY THOUSAND DOLLARS
($490,000)

The above value is subject to the assumptions and limiting conditions included in this report. The
data, reasoning and judgments substantiating the value estimate are in the attached report. This
letter must remain attached to the report, which contains 95 pages plus addenda, in order for the
value opinion shown above to be valid.

Respectfully submitted,

Rodand Vhenitl™
Richard P. McDermott, MAI
President
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CERTIFICATION

The undersigned does hereby certify that, to the best of our knowledge and belief:

1.
2.

10.

11.
12.

13.

14.

15.

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

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

The reported analyses, opinions, and conclusions were developed, and this report has been prepared,
in conformity with the Code of Professional Ethics and Standards of Professional Appraisal Practice
of the Appraisal Institute and the Appraisal Standards for Federal Land Acquisitions.

I have not performed a previous appraisal of the subject property within the three years prior to this
assignment.

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

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

My compensation is not contingent upon the reporting of a predetermined value or direction in value
that favors the cause of the client, the amount of the value estimate, the attainment of a stipulated
result, or the occurrence of a subsequent event directly related to the intended use of this appraisal.

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

Richard P. McDermott, MAI, inspected the subject property at High Street and Walkley Hill Road,
Haddam, Connecticut on September 28, 2011.

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

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

The appraisal was made and the appraisal report prepared in conformity with the Appraisal Institute's
Standards of Professional Appraisal Practice, except to the extent that the Standards of Federal Land
Acquisitions required invocation of USPAP's Jurisdictional Exception Rule, as described in Section
D-1 of the Uniform Appraisal Standards for Federal Land Acquisitions.

As of the date of this report, Richard P. McDermott has completed the continuing education program
of the Appraisal Institute.

I certify that | am appropriately licensed or certified to appraise the subject property in the state in
which it is located.

Disclosure of the contents of this appraisal report is governed by the By-Laws and Regulations of the
Appraisal Institute, which allow for review of the report by duly authorized representatives of the
Appraisal Institute.

ot V0ot~

Richard P. McDermott, MAI
Connecticut Certified General Appraiser
License #406 Expires 4/30/12

R.P. McDERMOTT ASSOCIATES, INC. 2



SUMMARY OF FACTS AND CONCLUSIONS

Client

State of Connecticut Department of Energy & Environmental Protection

Appraised Property Location

High Street and Walkley Hill Road, Haddam, Connecticut

Assessor Reference

Map 24 Lots 42-1, 43 & 44 and Map 14 Lot 92

Intended User

State of Connecticut Department of Energy & Environmental Protection

Intended Use

Negotiations for a possible land swap

Report Type

Complete Real Estate Appraisal in a Self-Contained Format

Current Use

Vacant residential land

Owner of Record

Eagle Landing LLC

Purpose of Appraisal

To provide a market value opinion

Interest Appraised

Fee simple

Inspection Date

September 28, 2011

Date of Valuation

September 28, 2011

Land Area 87.7 acres in 4 parcels

Frontage 315.84" of frontage on the east side of Route 81 (a/k/a Killingworth Road)
and 91.17' of frontage on the east side of High Street

Improvements Spring house, cabin remains, dam remains

Zoning R-1 and R-2A Residential

Total Assessment $226,900

Total Taxes (2010 List) $6,405

Past Due Taxes $6,551

Highest and Best Use

Future residential development when warranted by market conditions

VALUE SUMMARY AND CONCLUSIONS

Cost Approach Not Applicable
Sales Comparison Approach $490,000
Development Approach Not Applicable
Final Value Conclusion As Of September 28, 2011 $490,000

Exposure Time

Within 12 Months

R.P. McDERMOTT ASSOCIATES, INC. 3




DEFINITIONS

MARKET VALUE
In accordance with the Uniform Appraisal Standards for Federal Land Acquisitions, Market Value is defined as:

The amount in cash, or on terms reasonably equivalent to cash, for which in all probability the property would have
sold on the effective date of the appraisal, after a reasonable exposure time on the open competitive market, from a
willing and reasonably knowledgeable seller to a willing and reasonably knowledgeable buyer, with neither acting
under any compulsion to buy or sell, giving due consideration to all available economic uses of the property at the
time of the appraisal.

FEE SIMPLE ESTATE
Absolute ownership unencumbered by any other interest or estate subject only to the limitations imposed by the
governmental powers of taxation, eminent domain, police power and escheat.

EXTRAORDINARY ASSUMPTION
An assumption, directly related to a specific assignment, which, if found to be false, could alter the appraiser's
opinions or conclusions. Extraordinary assumptions presume as fact otherwise uncertain information about
physical, legal, or economic characteristics of the subject property; or about conditions external to the property
such as market conditions or trends; or about the integrity of data used in an analysis. An extraordinary assumption
may be used in an assignment only if:

e ltis required to properly develop credible opinions and conclusions;

e The appraiser has a reasonable basis for the extraordinary assumption;

o  Use of the extraordinary assumption results in a credible analysis; and

e  The appraiser complies with the disclosure requirements set forth in USPAP for extraordinary

assumptions.

Source: The Dictionary of Real Estate Appraisal
4™ Edition, 2002, Appraisal Institute

R.P. McDERMOTT ASSOCIATES, INC. 4



SUBJECT PHOTOGRAPHS (PHOTOGRAPHS TAKEN BY RICHARD MCDERMOTT ON SEPTEMBER 28, 2011)

Westerly view of High Street from access way

Southerly view of High Street access
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SUBJECT PHOTOGRAPHS (PHOTOGRAPHS TAKEN BY RICHARD MCDERMOTT ON SEPTEMBER 28, 2011)

Northern view of subject's High Street frontage (on right)
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SUBJECT PHOTOGRAPHS (PHOTOGRAPHS TAKEN BY RICHARD MCDERMOTT ON SEPTEMBER 28, 2011)

Southern view of subject's Route 81 frontage (on left)
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SUBJECT PHOTOGRAPHS (PHOTOGRAPHS TAKEN BY RICHARD MCDERMOTT ON SEPTEMBER 28, 2011)

Western view from clearing adjacent to Route 81 towards road frontage

Interior view
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SUBJECT PHOTOGRAPHS (PHOTOGRAPHS TAKEN BY RICHARD MCDERMOTT ON SEPTEMBER 28, 2011)

Northern view of steep ravine and stream in southern section of parcel
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SUBJECT PHOTOGRAPHS (PHOTOGRAPHS TAKEN BY RICHARD MCDERMOTT ON SEPTEMBER 28, 2011)

Interior view of level area near northeasterly section of parcel

Northern view of level field between and to rear of subject's two road frontages

R.P. McDERMOTT ASSOCIATES, INC. 10



SUBJECT PHOTOGRAPHS (PHOTOGRAPHS TAKEN BY RICHARD MCDERMOTT ON SEPTEMBER 28, 2011)

Interior view
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SUBJECT PHOTOGRAPHS (PHOTOGRAPHS TAKEN BY RICHARD MCDERMOTT ON SEPTEMBER 28, 2011)

Interior view
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SUBJECT PHOTOGRAPHS (PHOTOGRAPHS TAKEN BY RICHARD MCDERMOTT ON SEPTEMBER 28, 2011)

Interior view of boulders and stony soils

R.P. McDERMOTT ASSOCIATES, INC.
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INTRODUCTION

Appraised Property

High Street and Walkley Hill Road, Haddam, Connecticut

Client

State of Connecticut Department of Energy & Environmental Protection Land
Acquisition and Management Department

Intended User

State of Connecticut Department of Energy & Environmental Protection

Intended Use

Negotiations for a possible land swap

Assessor Reference

Map 24 Lots 42-1, 43 & 44 and Map 14 Lot 92

Property Type

Residential land

Current Use Open space

Owner of Record Eagle Landing LLC

Land Area 87.7 acres

Improvements Spring house, cabin remains, dam remains

Legal Description

The legal description for the subject is in the addenda of the report.

This appraisal report has been prepared for the client, the CT Department of Energy &
Environmental Protection’s Land Acquisition and Management Department, for their sole
and exclusive use to evaluate a proposed land swap. The client is the party who initiated the
assignment and is a signatory of the Contract for Appraisal Services. R.P. McDermott
Associates Inc. and the appraiser signing this report have no responsibility to any other party.
This appraisal may not be used or relied upon by anyone other than the client, for any
purpose whatsoever without the written consent of the appraiser. Any party who uses or relies
on any information in this report, without the written consent of the preparer does so at their

own risk.

EXTRAORDINARY ASSUMPTION

The land being appraised has been involved in an ongoing controversy. The main issue is
whether the State of Connecticut has the right to exchange a 17.4-acre parcel of land (that had
been acquired by the State for open space preservation) for the appraised property for when the
private property owner intends to use the protected land for economic development purposes.
The State Legislature has passed a Special Act approving the land swap (subject to conditions)
which appears to provide the legal basis to conduct the land swap. For appraisal purposes, it is
an extraordinary assumption of this report that the State of CT has the legal right to exchange
the appraised property for economic development purposes.

APPRAISAL STANDARDS

The appraisal report has been prepared in accordance with the Uniform Standards of
Professional Appraisal Practice (USPAP) and the Uniform Appraisal Standards for Federal
Land Acquisitions (UASFLA), except where it is necessary to invoke USPAP's Jurisdictional
Exception Rule to conform to the differing requirements between the UASFLA and USPAP.
The sections of the UASFLA that deviate from USPAP are:

e Section A-9 of the UASFLA requires a different definition of market value than USPAP. The UASFLA
does not require the value conclusion to be linked to a specific exposure time but the UASFLA definition
of market value requires that a reasonable exposure time on the open competitive market is considered.

e Section A-12 of the UASFLA provides that an appraiser disregards any changes in a property's
neighborhood brought about by the government's project. Section A-13h also instructs an appraiser to
disregard recent re-zoning (or the probability of re-zoning) of the property being appraised if the action is
the result of the government's project.

R.P. McDERMOTT ASSOCIATES, INC. 14




INTRODUCTION (CONTINUED)

APPRAISAL STANDARDS (CONTINUED)
e Section A-13e of the UASFLA requires a ten-year sales record for the subject rather than the 3-years
required by USPAP. If no sales occurred in the past ten years, the last sale date of the subject must be
reported.

e Section A-14 of the UASFLA provides that the highest and best use conclusion must be an economic use.
A non-economic use such as conservation, natural lands, preservation or any use that requires the
property to be withheld from economic production in perpetuity is not a valid use upon which to estimate
market value. Section A-14 also requires the report to consider the "larger parcel” in all appraisals.

PROPERTY RIGHTS APPRAISED
The fee simple interest in the subject is being appraised. "Fee Simple™ is defined in the
Definitions section of the report.

PURPOSE OF THE APPRAISAL

The purpose of the appraisal is to provide a market value opinion of the property as of the
September 28, 2011 date of inspection. In accordance with the Uniform Appraisal Standards for
Federal Land Acquisitions, Market Value is defined as:

The amount in cash, or on terms reasonably equivalent to cash, for which in all probability the property
would have sold on the effective date of the appraisal, after a reasonable exposure time on the open
competitive market, from a willing and reasonably knowledgeable seller to a willing and reasonably
knowledgeable buyer, with neither acting under any compulsion to buy or sell, giving due consideration to
all available economic uses of the property at the time of the appraisal.

APPRAISAL DATES

Date of Report: November 8, 2011
Date of Valuation: September 28, 2011
Dates of Inspection: September 28, 2011

Legal References
The most recent conveyance of the subject is summarized in the following chart.

Property Address High Street High Street High Street Walkley Hill Road
Map/Block/Lot 24/42-1 24/43 24/44 14/92
Grantor Alan P. Rosenberg Alan P. Rosenberg Alan P. Rosenberg Alan P. Rosenberg
Grantee Eagle Landing LLC | Eagle Landing LLC | Eagle Landing LLC | Eagle Landing LLC
Volume/Page 328/781 328/781 328/781 328/781

Date Recorded 5/8/09 5/8/09 5/8/09 5/8/09
Acres 35.38 0.27 21.38 30.67

Prior Sales of Subject
The current owners of the subject acquired the land for $428,000 on May 8, 2009. At the time
of sale, the subject was raw land with no approvals in place.

R.P. McDERMOTT ASSOCIATES, INC. 15




INTRODUCTION (CONTINUED)

Prior Sales of Subject (continued)
The part of the subject identified as Assessor Map 14 Lot 92 was in involved in the following
transactions over the past ten years.

Walkley Hill Road (14/92)
Grantor Walkley Heights Associates John J. Cornaroli, Jr. Alan P. Rosenberg
Grantee John J. Cornaroli, Jr. Alan P. Rosenberg Eagle Landing, LLC
Volume/Page 278/287 328/777 328/786
Date Recorded 5/27/04 5/8/09 5/8/09
Deed Type Warranty Certificate of Foreclosure Quitclaim

The land known as Assessor Map 14 Lot 92 is a section of the subject that was part of a prior
subdivision development known as Walkley Heights Phase I. As part of this development, the
developer (John J. Cornaroli, Jr.) received financing from Alan Rosenberg. Alan Rosenberg
foreclosed the mortgage on May 8, 2009. Alan Rosenberg sold this parcel along with the three
other parcels that make up the subject on the same May 8, 2009 date. It is my understanding that
the deal was negotiated among the parties prior to the transactions occurring simultaneously in
May 2009.

According to the buyer and seller, Cornaroli was a friend of the buyer and there was some
duress on the part of the grantor to sell the property quickly due to the pending foreclosure.
Although the sale price was reportedly a negotiated sale, both parties indicated that the
motivation of the seller had a downward impact on the sale price.

I am not aware of any other sales of the subject over the past ten years.

PROPERTY CONTRACTS/LISTINGS

The subject is involved in a controversial land swap between Riverhouse Properties LLC (the
owners of the Riverhouse banquet and conference center facility that abuts the 17.4-acre State-
owned parcel on Bridge Road) and the State of Connecticut. Although the deed for the 17.4-
acre parcel included a restriction that the land be retained as public open space, a bill was
passed by the Connecticut Senate and House of Representatives stating that the subject may be
used for economic development purposes and that the restrictions contained in the deed are
released and relinquished and shall have no further force and effect.

The recent bill identifying the parcels to be exchanged and defining the terms of the land swap
was approved by the Connecticut Senate and House of Representatives in General Assembly
through Substitute Senate Bill No. 1196; Special Act No. 11-16, An Act Concerning The
Conveyance Of Certain Parcels Of State Land And The Removal Of Certain Traffic Signs.

Since there is a conflict between the deed restriction and the recent legislative bill, it is an
extraordinary assumption of this report that the subject could be exchanged and utilized for
economic development purposes as described in the following Special Act passed by the CT
Senate and House of Representatives. The relevant sections of this bill follow.

R.P. McDERMOTT ASSOCIATES, INC. 16



INTRODUCTION (CONTINUED)

Property Contracts/Listings (continued)

Special Act No. 11-16 7 of 14; Substitute Senate Bill No. 1196

Sec. 8. (Effective from passage) (a) Notwithstanding any provision of the general statutes, a public
hearing having been held on the matter on March 21, 2011, by the joint standing committee of the
General Assembly having cognizance of matters relating to government administration, the
Commissioner of Environmental Protection shall enter into an agreement with Riverhouse Properties,
LLC to exchange lands or other consideration of approximately equal value. If land is exchanged, the fair
market value of said parcel or parcels of land shall be determined by the average of the appraisals of two
independent appraisers selected by the commissioner. Riverhouse Properties, LLC shall pay the
administrative costs of any conveyance of land under this section.

(1) The parcel of land to be conveyed by the state is approximately 17.40 acres and is identified as
Haddam Assessor’s Lot 22-2 Bridge Road, Haddam, CT. Said parcel is further identified as Lot |
and Lot 2 on a map prepared by William B. Bergan, dated February 11, 2003, with revisions dated
March 12, 2009, and with such revisions titled "*Division of Former Eagle Land Corp. Prop. - 2
Lots.” Said parcel shall not include any land with frontage along the Connecticut River.

Notwithstanding certain restrictions contained in a warranty deed from Eagle Land Corp. to the State of
CT Department of Environmental Protection, recorded in Volume 263 at Page 319 of the Haddam land
records that such land be retained in its natural scenic or open condition as park or public open space,
said parcel may be used for economic development purposes and said restrictions are released and
relinquished and shall have no further force and effect.

(2) The parcel of land or other consideration to be conveyed by Riverhouse Properties, LLC shall
include an approximately 87.70 acre parcel of land on the east side of High Street in the Higganum
section of Haddam, CT. Said parcel is further identified as Parcels #42-1, 43 and 44 on Haddam
Assessor’s Map 24 and Parcel 92 on Map 14, and is further identified as land conveyed from
Walkley Heights Associates via a deed dated May 26, 2004, as recorded in Volume 278 at Page 287
of the Haddam land records. Said parcel shall be held in fee ownership by the state and shall become a
part of the Cockaponset State Forest. The Commissioner of Environmental Protection shall grant a
permanent conservation easement on the entirety of said parcel to a land trust or nonprofit conservation
organization selected by the department to ensure that said parcel remains undeveloped.

(3) The specific description of the parcels of land or other consideration to be conveyed between the
Department of Environmental Protection and Riverhouse Properties, LLC shall be established by mutual
agreement of said parties, and said parties shall make all reasonable efforts to enter into such agreement
on or before December 31, 2011. Said specific description of land to be conveyed shall include an
identification of the portion of the 17.40- acre parcel conveyed by the state that shall be open to the
public. Said exchange shall be subject to the approval of the State Properties Review Board.

(b) If, not later than two years after the date of the exchange of land or other consideration, Riverhouse
Properties, LLC does not obtain or otherwise secure approval of the Haddam planning and zoning
commission for any zone change necessary for its proposed use of the parcel to be conveyed by the state,
the parcel shall revert to the state of Connecticut and if applicable, the parcel conveyed by Riverhouse
Properties, LLC shall revert to Riverhouse Properties, LLC and any consideration paid by Riverhouse
Properties, LLC shall be returned to Riverhouse Properties, LLC.

(c) The State Properties Review Board shall complete its review of the exchange of said parcels of land
or other consideration not later than thirty days after it receives a proposed agreement from the
Department of Environmental Protection. The state land shall remain under the care and control of said
department until a conveyance is made in accordance with the provisions of this section. The State
Treasurer shall execute and deliver any deed or instrument necessary for a conveyance under this section,
which deed or instrument shall include provisions to carry out the purposes of subsections (a) and (b) of
this section.

R.P. McDERMOTT ASSOCIATES, INC.



INTRODUCTION (CONTINUED)

Property Contracts/Listings (continued)

This bill has reportedly been strongly opposed by environmental groups such as: local land
trusts in the towns of Essex, Deep River and East Haddam; the Connecticut Land Conservation
Council; the Connecticut League of Conservation Voters; the Sierra Club; Audubon
Connecticut; the Citizens Campaign for the Environment; the Connecticut Fund for the
Environment; the Citizens for the Protection of Connecticut Public Lands and the Connecticut
River Gateway Commission. Also, about 600 people from 50 towns in Connecticut have signed
a petition against the land swap.

I am not aware of any other current listings, contracts, agreements, options or purchase
agreements affecting the subject.

ScopPe oF WORK

The scope of the appraisal describes the extent of the process of collecting, confirming and
reporting data. The information listed below is a summary of the primary investigations and
research conducted by R.P. McDermott Associates Inc. to complete this assignment.

. Examined all pertinent public records available in the town of Haddam. Departments
contacted included, but were not limited to the town's Planning and Zoning, Tax,
Assessor, Health and Town Clerk offices.

° Reviewed recent conveyances of comparable acreage, residential housing and lot sales in
Haddam and relevant regional towns.

. Gathered and reviewed pertinent housing, employment and demographic information
from State of Connecticut publications and Census data.

° Reviewed and analyzed all available and relevant maps, site plans and surveys.

° Reviewed the most recent 2007 Haddam Plan of Development.

. Prepared soils, topography, assessor, zoning, aerial and wetlands maps to evaluate the
physical characteristics of the subject.

° Reviewed and analyzed pertinent zoning, wetlands and subdivision regulations.

° Reviewed residential sales and listing information published by the Connecticut Multiple

Listing Service.

° Conducted a walking inspection of the subject on September 28, 2011 with the owners of
the Riverhouse (Steve Rocco and Trevor Furrer); Beth Brothers and Graham Stevens from
the Connecticut DEEP; and Ben Baldwin and Bob Silverstein from Miner and Silverstein.
Inspections of the subject neighborhood and comparable development in Haddam were also
conducted to evaluate the market.

. Verified the comparable sales with buyers, sellers, brokers and/or knowledgeable third
parties.
° Researched and evaluated land sales and listing information published by the Connecticut

Multiple Listing Service, Conn-comp and various web sites.

° Researched and evaluated relevant web sites and articles pertaining to the subject and the
proposed land swap.

° Interviewed a principal of Haddam Natural Spring Water LLC and their attorney
regarding water rights and easements associated with an abutting property.
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INTRODUCTION (CONTINUED)

ScopPE OF WORK (CONTINUED)
° Reviewed a title search conducted for the State of CT by John Hudson.

° The factual information and market data used in the report has been confirmed with
Assessor's records, conveyance deeds, buyers, sellers, property owners, public officials,
brokers, property managers, lenders or other public information sources when possible.

. Reviewed a Baseline Documentation Report prepared for Eagle Landing LLC as of May
2011 by John J. O'Donnell, a certified forester with Connwood Foresters, Inc.

PERSONAL PROPERTY
There is no personal property or items other than real property considered or valued in the report.
The spring house and the subsurface water rights are not considered or valued in this report.

UNAVAILABILITY OF INFORMATION

A timber cruise was not available for review. There were no maps, surveys or other information
that identified the geographic location of the access easement or water line easements in favor
of an abutting property owner that cross the subject property to access a spring house at the
eastern section of the subject. The legal ramifications and impact of the easements encumbering
the subject on the development potential of the subject are not known and | am not aware of any
legal opinions pertaining to this issue. No final zoning or subdivision regulations for the town of
Haddam were available. The current and most recent draft zoning and subdivision regulations
for Haddam were used in the report. To the best of our knowledge, all other information deemed
pertinent to the completion of the report was available.

SUMMARY OF PROJECT AND APPRAISAL PROBLEMS

The primary purpose of the appraisal is to determine the market value of the fee simple interest
in the subject. The subject is a relatively large parcel of raw residential-zoned land with no land
use approvals in place. The subject is also encumbered by a number of easements that will
impact the development potential of the land. The lack of any land use approvals and the
uncertainty pertaining to the impact of the easements encumbering the subject will complicate
the appraisal process and make it more difficult to value the subject property.

The subject is a part of very controversial land swap between the State of Connecticut and a
private party that has generated strong opposition from environmental groups and people who
oppose the proposed land swap. These issues, combined with the easements impacting the
subject, are factors that the market would consider when deciding whether to acquire the subject
and the price they are willing to pay. | am not aware of any other significant issues or appraisal
problems associated with the subject.

COMPETENCY PROVISION

Richard P. McDermott has the necessary appraisal and review experience with properties similar
to the subject to competently complete this assignment. Richard McDermott is a designated
Member of the Appraisal Institute (MAI) and is certified as a general commercial appraiser by
the State of Connecticut. He has successfully completed the Valuation of Conservation
Easements and the Uniform Appraisal Standards for Federal Land Acquisitions: Practical
Applications courses conducted by the Appraisal Institute. He has also received a master's degree
in regional planning and has approximately 25 years of experience as a professional real estate
appraiser (see Appraiser's Qualifications in the addenda of the report).

R.P. McDERMOTT ASSOCIATES, INC. 19
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REGIONAL DATA

LOCATION

The town of Haddam is in the center of Middlesex County and is bounded by the Connecticut
River and the town of East Haddam to the east, Chester and Killingworth to the south;
Middletown and East Hampton to the north and Durham to the west. It is approximately 19 miles
southeast of Hartford, the State Capital.

Middlesex County is situated in south/central Connecticut and is bordered by Hartford County to
the north, New London County to the east, New Haven County to the west, and Long Island
Sound to the south.

REGIONAL ACCESS

The primary highway in Middlesex County is Route 9, which is a four-lane, divided, State
highway that runs southeast from New Britain to Cromwell where it intersects with Interstate 91
(191) and continues through Haddam and points south, before terminating at 195 in Old
Saybrook. Interstate 91 is the primary north/south highway that runs north through central
Connecticut from New Haven to Hartford and through to Springfield, Massachusetts and
northern New England. Interstate 95 is a six-lane highway that enters Connecticut from New
York and runs east through the southern end of Connecticut before continuing into Rhode
Island. Besides Route 9, two State highways known as Route 154 and Route 81 serve Haddam.

POPULATION

Haddam's 2010 population was 8,346, which is the fourth largest among the seven towns
surveyed. The largest regional towns are the urban centers of Middletown and East Hampton and
the smallest regional towns are Chester and Killingworth. Haddam's population increased 16.6%
between 2000 and 2010. This increase was significantly greater than area (8.6%), County (6.8%)
and State (4.9%) growth rates. The data is summarized in the following chart.

POPULATION TRENDS
Population || Population | Population
Population Projection || Change Change
AREA 1990 2000 2010 2015 2000-2010 | 2010-2015
Chester 3,417 3,743 3,994 3,825 6.7% -4.2%
Durham 5,732 6,627 7,388 7,833 11.5% 6.0%
East Haddam 6,676 8,333 9,126 9,367 9.5% 2.6%
East Hampton 10,428 13,352 12,959 11,638 -2.9% -10.2%
Haddam 6,769 7,157 8,346 7,712 16.6% -7.6%
Killingworth 4,814 6,018 6,525 7,027 8.4% 7.7%
Middletown 42,762 43,167 47,648 44,651 10.4% -6.3%
Totals 80,598 88,397 95,986 92,052 8.6% -4.1%
Middlesex County 143,196 155,071 165,676 170,121 6.8% 2.7%
State of CT 3,257,115 | 3,405,565 | 3,574,097 | 3,564,130 4.9% -0.3%
Source: U.S. Bureau of the Census; CT Office of Policy & Management; Compiled by R.P. McDermott Associates, Inc.

Population in Haddam is projected to decrease 7.6% through 2015. Overall, the region's
population is projected to decrease 4.1% between 2010 and 2015 which is worse than both the
County and State of CT over the same time period.
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REGIONAL DATA (CONTINUED)

POPULATION DENSITY

Relative to neighboring towns, Haddam has the second largest land area and the third smallest
population density. Haddam's population density is most comparable to Killingworth and East
Haddam, which are similar rural/residential communities just west and south of Haddam.
Haddam's density of 190 persons per square mile is well below area, County and State averages.

POPULATION DENSITY

Land Area 2010 Population

AREA Sqg. Miles | Population | Per Sqg. Mile
Chester 16.03 3,994 249
Durham 23.60 7,388 313
East Haddam 54.33 9,126 168
East Hampton 35.58 12,959 364
Haddam 44.03 8,346 190
Killingworth 35.32 6,525 185
Middletown 40.89 47,648 1,165
Totals 249.78 95,986 384
Middlesex County 369.20 165,676 449
State of CT 4,844.00 3,574,097 738

Source: U.S. Census; Compiled by R.P. McDermott Associates, Inc.

Haddam is a rural community where residential development is limited by the large amount of
public and private open space, the town's steep terrain and rocky soils, and the lack of public
sewers. As the data shows, Middletown is the most densely developed area and serves as an
employment center for the region.

INCOME
Median household income trends for Haddam and area towns are shown in the following chart.

MEDIAN HOUSEHOLD INCOME TRENDS
% Change
Area 2000 2009 2000-2009
Chester $65,156 $80,353 23.3%
Durham $77,639 $99,199 27.8%
East Haddam $62,304 $79,785 28.1%
East Hampton $66,326 $83,971 26.6%
Haddam $78,571 $97,892 24.6%
Killingworth $80,805 $102,047 26.3%
Middletown $47,162 $61,090 29.5%
Area Averages $68,280 $86,334 26.4%
Middlesex County $59,175 $74,860 26.5%
State of CT $53,935 $68,055 26.2%

Source: U.S. Census Data; Compiled by R.P. McDermott Associates, Inc

With a 2009 median household income of $97,892, Haddam ranks third behind Killingworth and
Durham. Haddam's median income is significantly higher than the median incomes for both
Middlesex County ($74,860) and the State of Connecticut ($68,055). The data shows that all
adjacent towns, except Middletown, rank well above County and State income figures. Haddam's
percentage increase of 24.6% since 2000 is the second lowest among the towns and areas
surveyed.
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REGIONAL DATA (CONTINUED)

ECONOMIC/EMPLOYMENT
The chart below shows unemployment rate trends by place of residence for Haddam,
neighboring communities, the Hartford Labor Market Area (LMA) and the State of Connecticut.

AVERAGE ANNUAL UNEMPLOYMENT RATES BY PLACE OF RESIDENCE

Area 1999 | 2000 | 2001 | 2002 | 2003 | 2004 | 2005 | 2006 | 2007 | 2008 | 2009 | 2010
Chester 18] 18 | 17 |31 |31 |29 |35 |29 |35 |42 |62 |63
Durham 21 | 17 | 27 |32 |41 |33 36 31|34 |40 |56 |62

East Haddam 30 | 21 | 31 |42 |46 |40 |41 |32 |37 |44 |62 |71
East Hampton 31| 24| 28 |38 |51 |37 |64 |49 |48 |58 |78 |89
Haddam 22 | 16 | 22 |30 (36|33 38|30 (32|40 |58 |67
Killingworth 22 | 14 | 25|32 33|28 34|29 |32 |41 |55 6.3
Middletown 32| 23 |32 |41 5349 |48 |40 |45 |55 |73 |83
Hartford LMA | 33 | 24 | 33 |45 |54 |51 |53 |45 |47 |59 |81 |91

State of CT 3.2 23 |1 33 |43 |50 |47 |51 |43 |45 (58 |8.0 |9.0
Source: CT Department of Economic and Community Development; Compiled by R.P. McDermott Associates Inc

As the data shows, Haddam's unemployment rate has generally ranked in the middle of the
neighboring towns surveyed, but below the Hartford LMA and the State of Connecticut. All
towns surveyed have consistently outperformed the Hartford LMA and the State of Connecticut.

Haddam's unemployment rate was 6.9% as of July 2011. This rate represents a slight increase
from the town's 2010 annual average of 6.7% but it is well below the current 9.3% rate for the
Hartford LMA and the 9.2% rate for the State of Connecticut. It is also well below the national
unemployment rate of 9.3%.

Recent Employment Trends

The total non-farm employment in the State of Connecticut as of July 2011 was 1,617,000.
Between July 2010 and July 2011, the State of Connecticut gained 10,400 jobs which represents
a 0.6% change. The Educational & Health Services and Professional & Business subsectors had
the greatest job gains over the past year (+8,200 jobs and +2,600 jobs respectively). The
Financial Activities subsector showed the greatest loss over the same time period with -2,000
jobs.

NON-FARM EMPLOYMENT TRENDS — STATE of CT

July 2011 | July 2010 | # Change | % Change

Non-Farm Employment 1,617,000 | 1,606,600 10,400 0.6%
Goods Producing 223,400 220,500 2,900 1.3%
Construction, Nat. Res. & Mining 54,900 53,900 1,000 1.9%
Manufacturing 168,500 166,600 1,900 1.1%
Service Producing 1,393,600 | 1,386,100 7,500 0.5%
Trade, Trans. & Utilities 288,200 288,100 100 0.0%
Information 32,100 31,600 500 1.6%
Financial Activities 134,300 136,300 -2,000 -1.5%
Professional & Business Services 195,300 192,700 2,600 1.3%
Educational & Health Services 310,600 302,400 8,200 2.7%
Leisure & Hospitality 143,800 144,300 -500 -0.3%
Other Services 61,700 62,300 -600 -1.0%
Government 227,600 228,400 -800 -0.4%
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REGIONAL DATA (CONTINUED)

EcoNOoMIC/EMPLOYMENT (continued)
The total non-farm employment in the Hartford LMA as of July 2011 was 532,000. This figure

represents an increase of 3,500 jobs (0.7%) from July 2010 figures. Government (+1,300 jobs)

and Educational & Health Services (+1,200 jobs) had the largest job gains over this time period.

The greatest losses in employment were in the Financial Activities subsector with -1,100 jobs.

NON-FARM EMPLOYMENT TRENDS — HARTFORD LMA

July 2011 | July 2010 | # Change | % Change

Non-Farm Employment 532,000 528,500 3,500 0.7%
Goods Producing 75,300 74,700 600 0.8%
Construction, Nat. Res. & Mining 19,100 18,100 1,000 5.5%
Manufacturing 56,200 56,600 -400 -0.7%
Service Producing 456,700 453,800 2,900 0.6%
Trade, Trans. & Utilities 85,600 84,700 900 1.1%
Information 11,200 11,100 100 0.9%
Financial Activities 60,700 61,800 -1,100 -1.8%
Professional & Business Services 59,600 59,500 100 0.2%
Educational & Health Services 96,300 95,100 1,200 1.3%
Leisure & Hospitality 44,200 43,300 900 2.1%
Other Services 19,800 20,300 -500 -2.5%
Government 79,300 78,000 1,300 1.7%

HOUSING
The total number of housing units authorized for a 12-year period in Haddam and neighboring

towns are shown in the following chart.

ANNUAL HOUSING UNITS AUTHORIZED and TOWN AVERAGES

Area 1999 | 2000 | 2001 | 2002 | 2003 | 2004 | 2005 | 2006 | 2007 | 2008 | 2009 | 2010 || Totals |Avgs.
Chester 26 15| 11| 11 12 12 12 11 9 6 75 72 272 23
Durham 58 63| 46| 55 46 46 471 38| 31 5 6 6 447 37
East Haddam 86 76| 53| 61 62 49 52| 38| 35 22 19 31 584 | 49
East Hampton 83 76| 92| 90| 144| 158 134| 85 71 34 23 21 1,011 84
Haddam 42 36| 31| 40 51 70 59| 51| 46 28 16 19 489 41
Killingworth 73| 37| 42| 32 27 23 21 21 14 11 5 4 310 26
Middletown 142 | 179] 165] 191 203 | 229| 253| 213| 215| 172 85 28| 2,075] 173
Totals 510 | 482 | 440 480| 545| 587 | 578| 457 | 421| 278| 229| 181 5,188| 432
State of CT 10,637 19,376 19,290 9,731 10,435 |11,837 |11,885 9,236 |7,746 | 5,220 | 3,786 |3,932 [103,111 8,593

Source: CT Department of Economic and Community Development; Compiled by R.P. McDermott Associates Inc

Between 1999 and 2010, Haddam averaged 41 new housing units annually. Over the past five

years, this average decreased to 32 units annually. All other towns surveyed, except for Chester,
also reflect this downward trend. Middletown and East Hampton have been the most active
towns regarding new construction while Chester and Killingworth have the least number of new
permits over thel2-year period surveyed. As of September 2011, Haddam issued only 7 new
permits, which is well below the 19 units approved in 2010.

R.P. McDERMOTT ASSOCIATES, INC.

24




REGIONAL DATA (CONTINUED)

REGIONAL SUMMARY

Haddam is a rural suburban town in the center of Middlesex County that is a bedroom
community for employment centers in the greater New Haven, Middletown, Norwich and New
London regions. Haddam has a small population base and a low population density relative to
other area towns. Population growth in Haddam between 2000 and 2010 was higher than all
surrounding towns but the town's population is projected to decrease at a rate higher than area,
County and State averages by 2015. Haddam's median household income is among the highest in
the area and it is well above County and State figures. Haddam's unemployment rates have
historically been significantly lower than the Hartford LMA and the State of CT rates. These are
favorable demographics for a large residential property like the subject.
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NEIGHBORHOOD DATA

Location

The subject is on the east side of Route 81 (a/k/a Killingworth Road) and High Street in the
north central section of Haddam about 0.6 of a mile south of the Higganum Center section of
Haddam. Although the subject has a Walkley Hill Road address, the subject has no access from
or street frontage on Walkley Hill Road.

The immediate neighborhood can be defined as an area bounded to the west by Route 9; to the
south by Beaver Meadow Road; to the north by Route 154, the Connecticut River and the towns
of East Hampton and Middletown and to the east by the Connecticut River and the town of East
Haddam. The subject is about 10 minutes from Middletown and Wesleyan University, 20
minutes from the Connecticut shoreline and 30 minutes from Hartford and New Haven.

Access

The primary local highways in Haddam are Route 81 and Route 154. Route 154 (a/k/a Saybrook
Road) is a two-lane highway that runs along the Connecticut River in a southerly direction from
Route 9 in Middletown to Old Saybrook on the Long Island Sound. Route 154 has been
designated by the State as a Scenic Highway.

Route 81 is the primary north/south highway in Haddam that extends south through the center
of Haddam from Route 154 in Higganum Center, past the subject and into the town of
Killingworth before terminating at Route 1 in the shoreline town of Clinton. Routes 154 and 81
were formerly the primary summer routes to the Connecticut shoreline prior to the construction
of the six-lane Route 9. Exit 9 for Route 9 is less than 1.5 miles south of the subject.

Neighborhood Land Uses
Land uses abutting the subject include:

e The 1,158-acre Cockaponset State Forest; a 6.86-acre parcel of town-owned open space
and a 34.78-acre parcel of town-owned land with an 8,622 SF fire house built in 1999
that fronts on Saybrook Road to the east;

e A 13-acre parcel with a 1,511 SF colonial built in 1880 and a 1,196 SF cape style
dwelling on a 14.92-acre parcel to the south;

e A 6.28-acre lot with a 1,628 SF contemporary dwelling built in 2006, a 5.44-acre lot
with a 1,152 SF ranch style dwelling built in 1968 and a 14.12-acre parcel of
conservation owned by the Haddam Land Trust to the north;

e Arear, 2.75-acre parcel; a 1,752 SF ranch dwelling on a 22.02-acre parcel; a 915 SF
dwelling on a 4.5-acre lot; a 1,383 SF dwelling on a 6.6-acre site that was built in 1932
and a 6.28-acre lot with a 1,628 SF house built in 2006 on High Street to the west.

e Between the subject's High Street and Killingworth Road frontages to the west are: a
2,296 SF Victorian dwelling built in 1930 on a 2-acre site that abuts the subject's High
Street frontage to the south; a 2,157 SF dwelling built in 1913 on a 0.74-acre site; a light
industrial building on 1.29 acres that is owned by Haddam Natural Spring LLC and a
2,810 SF dwelling on a 3.1-acre parcel that was built in 1928 to the west (the last two
properties front on Killingworth Road).

R.P. McDERMOTT ASSOCIATES, INC. 27



NEIGHBORHOOD/COMMUNITY DATA (CONTINUED)
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NEIGHBORHOOD/COMMUNITY DATA (CONTINUED)

Neighborhood Land Uses (continued)

Other major land uses in the immediate area include Higganum Center and the 147-acre
Higganum State Park just west of Route 81 and the subject that includes a 31-acre reservoir that
offers boating (car top), fishing, hiking and hunting.

Higganum Center is a mixed-use district that includes institutional, residential, commercial and
industrial land uses. Uses adjacent to Route 81 and Route 154 consist primarily of retail stores,
the Village shopping center, offices, a Dunkin Donuts, restaurants, the Country Market grocery
store, the Higganum Feed and Ace Hardware store, a liquor store, a post office, the Haddam
elementary school, the Haddam Public Works garage, a fire house and volunteer ambulance
center, banks, churches and both historic and more contemporary homes.

Economic Base

Haddam is primarily a bedroom community with few major employers in town and only about 3%
of its total land is classified as commercial or industrial use. The primary commercial activity is
along Routes 154 and 81. Businesses are primarily smaller retail, restaurant and office properties
mixed with older residential dwellings. Many of the office buildings are converted residential
dwellings. The major employers in town as of 2006 were the Haddam Board of Education, CT
Yankee Atomic Power Company, ECS Marin Environmental, the town of Haddam and J.C.
Products. As of the October 1, 2010 Grand List the top ten taxpayers were: Conn Yankee Atomic
Power Company; Conn Light & Power; MCAP Sabine Pointe LLC; Riverhouse Properties LLC;
Touchstone Development Associates LLC; Rogers Realty LLC, The Davidson Company; Camp
Bethel Associates Inc.; Bridge Street Associates and Village Plaza LLC.

As of 2005, the largest economic sector in Haddam was Services, which represents 41.4% of the
338 business firms in town and employs 53.8% of the local work force. The second largest
sector was Trade with 19.5% of the town's business firms and 17.8% of the employment base. It
should also be noted that approximately 23% of Haddam's total land area is owned by the State
of Connecticut.

Haddam has a very limited amount of commercial or industrial land. Of the town's total land
area less than 1% (0.68%) was commercial and only 2.1% was industrial as of 2005. The lack of
commercial/industrial zoned land combined with the very limited amount of suitable land with
access to public utilities will continue to limit the supply of land and future economic growth.

Town Government/Services/Amenities

The town of Haddam was established in 1662 and is currently governed by a Town Selectman,
a Board of Selectmen, a Board of Finance and a Town Meeting format. Municipal services
include a resident State trooper, a volunteer fire department, a volunteer ambulance and road
maintenance. There are no hospitals in Haddam but major medical facilities are available in
Middletown. The town's has two public elementary schools and a high school. Haddam is part
of the Regional School District #17 which includes the 3 schools in town as well as an
elementary school and middle school in Killingworth. Total town school enrollment as of the
2009-2010 school year was about 1,375 students. Recreation facilities include the town-owned
Brickyard Playing Field, while the State of Connecticut owns the 14-acre Haddam Island State
Park, the 147-acre Haddam Meadows State Park, Higganum Reservoir State Park, Cockaponset
State Forest (15,000 acres in seven towns), George D. Seymour State Park, the Mattabesett
Trail, the Cockaponset Trail (two blue trails) and the Eagle Landing State Park. Additionally the
Haddam Land Trust holds approximately 290 acres of open space in trust.
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NEIGHBORHOOD/COMMUNITY DATA (CONTINUED)

Neighborhood/Community Data Summary

Haddam is a rural residential bedroom community with a very limited amount of commercial or
industrial development. A primary industry in Haddam is tourism and recreation associated with
State parks and the Connecticut River. The subject is in the central section of Haddam in a
residential area between Route 154 and Route 9 that is characterized by a variety of residential
properties that range from historic colonial properties on larger lots between 5 and 22 acres and
a few more modern dwellings. The large tracts of State-owned land as well as abutting town and
land trust owned parcel enhance the appeal of the subject. New development in the immediate
area has been very limited over the past three years and the neighborhood appears to be stable.
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ASSESSMENT AND TAX DATA

The town of Haddam's assessments are based on 70% of market value as of the October 1, 2010
revaluation. Annual taxes are due on January 1 and July 1 of each year. Assessment and tax
information for the subject is presented below.

ASSESSMENT and TAX DATA
Property 24/42-1 24/43 24/44 14/92 Totals
Assessment $153,650 $380 $29,930 $42,940 | $226,900
Tax Rate (10/1/10) x 0.02823 | x0.02823 | x0.02823 | x0.02823 | x 0.02823
Total Taxes $4,337.54 $10.73 $844.92 | $1,212.20 | $6,405.39
Past Due (as of 10/11) $4,435.13 $12.73 $863.93 | $1,239.49 | $6,551.28

The tax rate history for the town of Haddam is presented below.

Town of Haddam
Real Estate Tax Rate History
Grand List Year | Tax Rate | Percentage Change
2010 (revaluation) 28.23 3.0%
2009 27.40 3.8%
2008 26.40 1.5%
2007 26.00 4.0%
2006 25.00 0.0%
2005(revaluation) 25.00 NA
2004 31.00 5.1%
2003 29.50 3.5%
2002 28.50 NA

The preceding chart summarizes tax rate changes over the past eight years. Based on historical
tax increases in Haddam, taxes are projected to increase 3% annually.
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PARCEL DESCRIPTION

Land Area

87.7 acres or 3,820,279 SF (Source: Survey)

Parcel Frontage

407.01' total including 315.84' of frontage on the east side of Route 81 (a/k/a Killingworth
Road) and 91.17' of frontage on the east side of High Street.

Access

Access is from the east side of High Street at the northernmost frontage and from the east side
of Route 81 at the subject's southern section of frontage. Interior access is available from
logging roads, skid trails and walking trails that were in good condition at the time of the
inspection. The access from High Street is hindered by a street curve near the High Street
road frontage below average sight lines and the narrow width of High Street in this area.
Interior access to the northeast section of the parcel (where most of the buildable land is
located) is hindered by the depth of this land from the frontage, wetlands and steep slopes.
Interior access from Route 81 is hindered significantly by watercourses, a wetlands network
and steep slopes.

Shape

Irregular with a depth of about 700" from High Street to an open field and 2,200' from High
Street to the rear buildable land at the northeast corner of the property.

Topography

The parcel is essentially a sloping hillside with watercourses, ravines and drainage ways
through the southern and central sections of the property. The land slopes downward from the
eastern property line with elevation changes ranging from peaks of 420" and 360’ near the
eastern property lines to between 150" and 160’ near the road frontages. The parcel rises from
an elevation of about 150" along Route 81 to a high elevation of about 420" at the southeast
corner of the property. The land rises gently from an elevation of about 160’ at the High Street
frontage to a level field that is at an elevation near 220" and a steep ravine that starts at an
elevation around 250' before rising to a level to rolling area between 300" and 350'.

Drainage

The subject drains westerly towards the Higganum Reservoir. A stream extends westerly
from a pond at the southern end of the property and there are various streams and drainage
ways that cross the property before draining westerly.

Flood Zone

The most recent Flood Insurance Rate Map Panel #09007C0231G dated August 28, 2008
shows the subject is in Zone X, areas determined to be outside the 0.2% annual chance
floodplain.

Wetlands

There is a small pond near the southwest section of the property that is beginning to fill in and
various watercourses throughout the property. According to the soils map, wetlands soils total
about 8 acres or 9% of the total land area.

Ground Cover

The land cover ranges from mature mixed hardwood forest, cut-over forest, abandoned
agricultural land and a softwood plantation forest. A 1.5-acre inactive former hay field in the
west center section of the property is reverting to shrub land. Adjacent to the field are white
pine and Norway spruce stands as well mixed oak and aspen to the east of the field.
According to a forestry report, the property was heavily cut 5-7 years ago.

Soils (source: USDA
Natural Resources
Conserv. Services, see
soils map in this section)

The majority of the soils on the subject are Charlton-Chatfield complex with about 36 acres.
There are 20 acres each of Canton & Charlton soils and Paxton & Montauk fine sandy loams.
There are also approximately 8 acres of Ridgebury, Leicester, & Whitman wetlands soils, 3
acres of Woodbridge fine sandy loam and 1 acre of Sutton fine sandy loam.

The soils on the subject are very stony to extremely stony; these characteristics were evident
from boulders, rocky hillsides and ledge near the surface during the inspection. Depth to
bedrock is a listed soils concern for 36.6 acres and about 67 acres (76% of the total land area)
are also rated by the USDA as having low percolation rates and are identified as areas of
special concern by State regulations (Section 19-13-B103d (e) (1) of the CT Public Health
Code. The land with the best development potential is about 16.6 acres (Map Unit 61B) in the
northeast corner of the property.
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Soil Ratings
[] Excessively drained
[0 Somewhat excessively
drained
[] wel drained
|:| Moderately well drained
[] Somewhatpoorly drained
[] Pooily drained
[ Very poorly drained
Mot rated ar not available
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Drainage Class— Summary by Map Unit — State of Connecticut (CT&00)
Map unit symbol Map unit name Rating Acres in ADI Percent of AOI
3 Ridgebury, Leicester, and Poorly drained B4 94%
Whitmian soils, extremely stony
468 Woodbridge fine sandy loam, 2 to | Moderately well drained 33 36%
8 percent slopes, very stony
518 Sutton fine sandy loam, 210 8 Moderately well drained 12 1.4%
percent slopes, very stony
61B Canton and Chariton soils, 3 to 8 | Well drained 16.6 18.5%
percent slopes, very stony
61C ‘Canton and Chariton soils, 8to 15 | Well drained 38 42%
percent slopes, very stony
T3C Charlton-Chatfield complex, 3 to | Well drained 231 25.8%
15 percent slopes, very rocky
T3E Charlton-Chatfigld complex, 15 to | Well drained 135 15.0%
45 percent slopes, very rocky
B85B Paxton and Montauk fine sandy | Well drained 134 15.0%
loams, 3 to B percent slopes,
wery stony
B5C Paxton and Montauk fine sandy | Well drained 6.3 T.0%
lcams, 8 to 15 percent slopes,
wery stony
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PARCEL DESCRIPTION (CONTINUED)

Easements,
Restrictions

The subject is encumbered by various easements with the most significant easements
associated with the rights that an abutting property owner at 124 High Street has to access
and draw water from the spring house on the subject and to maintain and repair
underground water pipes leading from the spring house to a bottling plant (currently
inactive) on the abutting property. There are no maps or documents that | am aware of that
identify the location of the underground pipes or the route of the access easement through
the appraised property. The size and locations of potential pipes that could possibly be
permitted across the subject by the existing easements are also unclear since these issues
were never clearly defined in any of the prior easements.

The primary references to these easements from the title search are summarized below. An
Index of Encumbrances contained in a recent title search for the subject that provides
additional encumbrance details is in the addenda of this report.

Water draw rights and rights of way for ingress & egress with 'teams' and on foot, for
purposes related to installation and maintenance of water pipes running across lands of Otto
Carlson (now Assessor Lot #42-1) and across the "May Lot" (now: Assessor Lot #44) to a
source of water at "Rockrimmon Lodge" (now Assessor Lot #43) to serve the property of
Charles Carlson (presently identifiable as Assessor Lots #38, 39, 40 and 41) as described in
the following deeds: Quitclaim Deed from Charles B. Carlson to Otto F. Carlson dated
August 1, 1908 and recorded in Volume 47 Page 420 of the Haddam Land Records on
August 19, 1908 and a Quitclaim Deed granted from Otto F. Carlson to Charles B. Carlson
dated August 1, 1908 and recorded in Volume 47 Page 422 of the Haddam Land Records.

The right of Charles B. Carlson to take water from property of Otto Carlson from the "May
Lot" (Assessor Map #24, Lot #44) for "his bottling works" (Assessor Lots #38-41, which
were later broken up into individual lots) was specifically deeded as an "appurtenant” right
by deed dated 03/19/1917 and recorded in Volume 51 Page 393 of the Haddam land records
on April 9, 1917.

Together with and subject to terms of the grant of a ten foot wide right of way granted from
William W. Zisk and Mary A. Zisk to Buckley E. Johnson and Eric H. Johnson (presently
Assessor Lot #40) dated July 17, 1947 and recorded in Volume 73 Page 311 of the Haddam
land records.

Easements noted in the most recent deeds are shown below.

Pertaining to Map 24, Lot 42-1:

ROW to pass with teams and on foot to the May Lot from the original bottling works; right
to use, lay pipes and maintain and conduits to the May Lot from the original bottling works;
right to use water from 2 springs and the right to lay and maintain pipes and to connect to
present pipe lines from a lot north of the original bottling works; easement in common with
others for the purpose of traveling on foot, with horses, cattle teams and motor vehicles
being 10' in width along the easterly boundary of old bottling works; an obligation to
maintain the northerly portion of a fence along the easterly boundary of the old bottling
works; easement and ROW in favor of High St. Associates.

Pertaining to Map 14, Lot 92:
Possible spring rights and right to lay and maintain pipes; conservation easement; easements
in favor of The Southern New England Telephone Company.

Maps of some of the easements referenced above are shown on the following pages.
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PARCEL DESCRIPTION (CONTINUED)

Utilities Electric, telephone, septic and well

Hazardous Besides some steep slopes associated with ravines, no other obvious hazardous conditions

Conditions were observed at the time of inspection. Be aware that R.P. McDermott Associates Inc. is
not an environmental expert. (Please see the assumptions and limiting conditions at the end
of the report.)

Street High Street is a paved two-lane road that is maintained by the town of Haddam and Route

Improvements 81 is a State highway that is maintained by the State of Connecticut.

Site Improvements

There is a small manmade pond that is less than ¥4 acre with a depth of no more than 3 feet.
The only remains on the cabin site are a stone fireplace and chimney. The dam, which is not
a registered structure with the State of Connecticut, is in poor condition. A spring house on
the property was constructed by the owners of an abutting property for their use and it
appears that this structure is owned by the abutter.

Functional Utility

The subject is a relatively large, irregular shaped property that is conveniently located
between Higganum Center and a full Route 9 interchange. The primary benefit of the
subject’s location is its proximity to large tracts of public open space and recreation
associated with the abutting Cockaponset State Forest and Higganum State Park.

The physical characteristics of the subject are not ideal for development purposes. The
subject has a high depth to frontage ratio and interior access is hindered by wetlands, steep
slopes and rocky soils. A large majority of the soils on the subject have low percolation
rates, high water tables and shallow depth to bedrock in many areas. This will affect the
number and location of lots and will have an upward impact on potential infrastructure and
development costs. The most buildable land is at the rear northeast corner of the parcel. The
beginning of this area though is about 2,200' from the parcel's High Street frontage and it
will be costly to access and develop this area.

Easements that encumber the subject and appear to grant rights to an abutting property
owner across the subject are unclear and the extent of these rights are not well defined in
easements of record. These easements could impact the design of any potential subdivision
and could inhibit the size and location of building sites in areas where the easements may
allow access and water line rights. These potential impediments will increase the
development risks for the market.

Based on the physical and legal characteristics of the subject, it will be a difficult parcel to
develop and the potential lot yield would be negatively impacted by the land's soils,
topography and wetlands as well as the easements that encumber the property.
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HISTORY OF THE SUBJECT

In the mid 1990's, a subdivision known as Phase Il of the Walkley Heights subdivision was
proposed on the subject. This residential development project was for 16 single-family
residential lots and a 16-unit senior housing project on 22 acres with town roadways totaling
4,972 linear feet. Single-family lots ranged from 2.1 to 5.01 acres with an average size of 3.06
acres. About 22 acres or 25% of the total land area would have been set aside as open space.
Off-site improvements were proposed along High Street to improve site lines, roadway width,
stop signs, Route 81 intersection modifications and installation of new catch basins along High
Street. This project eventually received subdivision approvals but they have since lapsed. A
copy of the previous subdivision on the subject is shown on the following page.

At a January 21, 2010 Planning and Zoning Commission meeting the minutes indicated that Dr.
Gorin (a member of the Commission) received a call from Steve Rocco regarding a
reapplication for the Walkley Heights subdivision.

At a recent Planning and Zoning Commission meeting on March 7, 2011 the steps required to
secure new subdivision approvals for the subject were discussed. One of the owners of the
subject inquired about the process that would be necessary to secure new land use approvals. A
summary of the town's responses are summarized below.

e The previous Walkley Heights Phase I11 subdivision approvals would not be valid nor could
they be reinstated. When Walkley Heights was originally approved it was under different
regulations for both the town and health department (Chatham Health District). Any
proposal would require a new subdivision application.

o If a conservation subdivision is proposed, the new conservation subdivision regulations that
are in place today would need to be followed.

e The proposed project would need to go before the Wetlands Commission for appropriate
permits since there are significant wetlands on the property.

The minutes of this meeting also indicated that Liz Glidden (the town planner) stated that the
elderly housing component with the original approval was being removed.

A discussion with a representative of the Chatham Health District indicated that the prior septic
approvals would need to be reconfirmed and all lots would need to be redesigned to meet
current health standards such as separating distances and the need for primary and secondary
leach fields that were not in place when the prior approvals were granted.

In addition to these requirements, it is likely that the off-site requirements noted in the original

project would still need to be addressed for any new subdivision project on the subject since
none of the off-site improvements have been addressed since the prior approvals.
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PUBLIC/PRIVATE RESTRICTIONS

ZONING

The subject property is in the R-1 and R-2A residential zones. As the previous zoning map
shows, the subject's land along the two frontages is in the R-1 zone for a depth of about 450'
from the road frontages. The majority of the land is in the R-2A zone. The subject would also be
eligible to be developed as a conservation subdivision under the current zoning regulations. The
requirements and regulations for the subject's R-1 and R-2A zones and a conservation
subdivision are presented in this section.

PERMITTED USES
The primary permitted uses in the residential zones are summarized below.
¢ Single and two-family dwellings and accessory buildings and uses
e Bed and breakfast limited to 2 bedrooms and serving no meals except breakfast
e Agriculture, forestry, truck gardening, livestock and poultry raising and dairy farming
e Temporary roadside stands for the seasonal sale of farm produce and products grown within
the town of Haddam
Tag sales and yard sales
e Home occupations

Uses permitted subject to approval of site plan are listed below.

o Nursery school and day care centers for twelve or fewer children

o Public recreational uses not subject to special permit. Shooting ranges, racetracks,
amusement parks and other uses so deemed by the Commissioner are prohibited. Municipal
parks may be allowed under site plan review.
Home occupations

o Nursery gardening and greenhouses
Buildings used for the storing, processing and manufacture of agriculture and forestry
products accessory to a farm

Uses permitted subject to special permit by the planning and zoning commission are listed below.
e Qutdoor recreational facilities, both public and private, whether commercial or of a non-
profit or charitable nature
e Bed and breakfasts and inns with no more than 6 guest rooms, parking provided at 1 space
per guest room and the only meal served is breakfast

e Cemeteries

o Detached accessory apartments, subject to restrictions

o Post offices, serving only the town of Haddam and operated by the United States Postal Service

e Nursing and convalescent homes

e Veterinary hospital or commercial kennel

e Police stations, fire houses, volunteer ambulance headquarters or other municipal buildings
and uses

e Housing for elderly and/or handicapped persons

e Churches and schools, except correctional institutions

e Bona fide clubs or community houses not operated for profit

o Professional and/or business offices, subject to restrictions

o Communication towers, subject to restrictions

e Permanent year-round farm markets, subject to restrictions

e Private schools
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PUBLIC/PRIVATE RESTRICTIONS (CONTINUED)

CONSERVATION SUBDIVISIONS

Certain parcels of land that have unique physical characteristics may benefit from additional
flexibility in the design of subdivisions. The town's conservation subdivision regulations are
intended to provide a mechanism to permit such modifications, while, at the same time, assuring
(1) adequate maintenance and restricted use of open space areas for maximum public benefit;
(2) adequate protection of the neighborhood; and (3) the conservation of natural resources and
of Haddam's rural character.

In addition to subdivision approval pursuant to the town subdivision regulations, conservation
subdivisions require the issuance of a special permit pursuant to the Haddam zoning regulations.
The Commission considers the special permit criteria separately, in accordance with the
applicable zoning regulations and applicable state statutes. No plan for a conservation
subdivision may be approved pursuant to these subdivision regulations unless the Commission
first issues a special permit for the proposed conservation subdivision in accordance with the
zoning regulations.

Standards for Conservation Subdivision Approval
e There shall be no minimum number of lots required for the approval of a conservation
subdivision.

e The minimum percentage of required open space is 50% of the total tract area and it shall
not include land required for street rights-of-way, stormwater management ponds or basins
and rights-of-way for underground pipelines, telephone, cable or electrical power lines or
other public utilities, land under permanent easement that prohibits future development
(including easements for drainage, access and utilities).

The percentage of the minimum open space acreage that comprises wetlands and watercourses shall
not be greater than the percentage of such non-buildable land in the subdivision tract as a whole.

The Commission may offer a lot-density bonus to encourage the dedication of additional open
space land for public use, including trails, active recreation, etc. The density bonus shall be
computed on the basis of a maximum of one additional lot per five additional acres of publicly
accessible open space provided by the applicant. The decision whether to accept an applicant's
offer to dedicate open space for public access shall be at the discretion of the Commission. The
Commission may also require that a percentage of the land dedicated to publicly accessible
open space be suitable for active recreation purposes. However, in order to preserve a
reasonable portion of natural areas on the site, no more than 50% of the open space shall be
utilized for active recreation.

Lot, Yard and Building Requirements

Development in the R-2A, R-1 and conservation subdivision zones is subject to the town
requirements presented in the following chart.
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PUBLIC/PRIVATE RESTRICTIONS (CONTINUED)

HADDAM LOT, YARD AND BUILDING REQUIREMENTS
Standard R-2A R-1 Conservation Subdivision
Minimum Lot Area 2 acres 1 acre (1F) 15,000 SF (1F)
2 acres (2F) 20,000 SF (2F)
Minimum Lot Frontage Width 200' 150' (1F) 25'
200" (2F)
Minimum Front Yard 30' (1F) 30' (1F) 20'
40' (2F) 40' (2F)
Minimum Rear Yard 20" (1F) 20" (1F) 15' except that a minimum yard of 75'
30' (2F) 30' (2F) shall be maintained along the boundary
Minimum Side Yard 20' 20' of any part of land that is not part of a
conservation subdivision
Minimum Aggregate Side Yards 50' 50' NA
Maximum Building Height 35' 35' NA
Maximum % of Land Coverage 10% 15% 30%
(1F) = single-family dwelling, (2F) = two-family dwellings

WETLANDS REGULATIONS

The town of Haddam Inlands Wetlands and Watercourses Commission has the authority to issue
permits for any "regulated activity" within areas defined in the town wetlands regulations. A
regulated activity is any operation within or use of a wetland or watercourse involving removal or
deposition of material; or any obstruction, construction, alteration or pollution of such wetlands or
watercourse, but shall not include activities specified in Section 4 of the wetlands regulations.
Furthermore, any clearing, grubbing, grading, paving, excavating, filling, constructing, depositing
or removing of material, clear cutting of trees or shrubs, and discharging of storm water on the land
within the following upland review areas is a regulated activity:

e Within 100 feet measured horizontally from all tidal wetlands, major watercourses, or wetlands
contiguous to a major watercourse, all wetlands and watercourses in the Salmon River watershed
and in Public Water Supply watersheds.

e  Within 50 feet measured horizontally from the boundary of any other wetland or watercourse.

o If the overall slope of the upland review area exceeds an average of a 10% grade and additional
50 feet shall be added to the horizontal width of the upland review area.

At its discretion, the Commission may rule that any other activity located within such upland
review area or in any other non-wetland or non-watercourse area may have an adverse impact
on wetlands or watercourses and is a regulated activity.

SUBDIVISION REGULATIONS
The most pertinent subdivision regulations affecting the subject are presented below:

Temporary Dead-End Road: A dead-end road not to exceed 1,000 feet in length with a
permanent turnaround and designed and intended for the extension on the same parcel or
adjacent lots. Upon written request by the applicant, temporary dead-end roads may exceed a
1,000 foot length only under the following conditions:

1. Action has been initiated by the town of Haddam pursuant to the provisions of S8-24 of the
General Statutes or action has been initiated by the Commission pursuant to the provisions of
S9-29 of the General Statutes and a plan adopted by the Commission designed to convert the

temporary dead-end into a thru road.
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PUBLIC/PRIVATE RESTRICTIONS (CONTINUED)

Subdivision Regulations (continued)
2. The temporary dead-end road shall be provided with a turnaround meeting the requirements of
Section 4.4.5 of these regulations and shall not exceed a reasonable interim length for safe and
convenient vehicular access, including emergency vehicles, as determined by the Commission.

3. Alternatively, the Commission may require that the applicant provide for a turnaround no further
than 1,000 feet along that road from the nearest through road, and condition the approval of lots
fronting on the dead-end road beyond the 1,000 foot length subject to:

a. Subsequent review and approval of the remainder of the road on adjacent property, by
the Commission the additional section of road on the applicant's property, or, for those
lots that would have adequate frontage and access off the turnaround or:

b. Completion of construction of the turnaround.

Interior Lots: The Commission may allow interior lots in a subdivision in conformance with
Section 4.1.b of the Haddam zoning regulations. The maximum number of interior lots in any
proposed subdivision, including all subsequent sections, phases and/or re-subdivisions in the
aggregate, shall be calculated as follows:

Total Lots Interior Lots
in Subdivision Allowed
Upto5 1
6-11 2
12-22 1 additional
23-33 1 additional
Each additional 11 lots 1 additional

Open Space

Open space for recreation and/or conservation purposes, parks and playgrounds shall be
provided and reserved in each subdivision or resubdivision for residential purposes as deemed
necessary and in locations deemed proper by the Commission.

1) Purpose of Open Space: To preserve desirable open space, tree cover, historic sites,
recreation areas, scenic vistas, stream valleys, wetlands and water-related resources, and other
environmentally important and/or sensitive lands and soils.

2) Character and Access: Open space shall be of such size, location, shape, topography and
general character so as to be useful in order to satisfy the needs and the purpose of open space
as determined by the Commission. Proper access shall be provided to all open space areas, as
determined by the Commission.

3) Acreage: Unless otherwise directed by the Commission, 25 percent of the total area of the
subdivision or resubdivision shall be reserved as open space, a percentage of which may be
adjusted up or down depending on the preponderance of substantial environmentally sensitive
land, ledge outcropping and/or surface water. (Street right-of-ways shall not be included in the
computation of the required open space area.)
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PUBLIC/PRIVATE RESTRICTIONS (CONTINUED)

Open Space (continued)

4) Ownership of Open Space: Areas designated as open space shall be dedicated in one or more
of the following manners subject to Commission approval: 1) The open space may be dedicated
to the town of Haddam or State of Connecticut by deed; or 2) The open space may be conveyed
to an interested nonprofit land conservation trust or corporation; or 3) The open space may be
dedicated to the town or a nonprofit land conservation trust in the form of a preservation
easement; or 4) The open space may be owned in common by lot owners in the development
providing the open space land remains undivided and that the use of the open space is limited to
the property owners in the development or their guests; or 5) The open space may be retained
by the developer providing the open space land is subject to conservation and preservation
restrictions and the terms of those restrictions have the Commission's approval. 6) The open
space may be in the form of easements on each lot. In such instances the lot sizes shall be
increased accordingly (i.e. - to determine the maximum number of lots allowed under the above
arrangement, add the total acreage of the lots to the total acreage of open space outside the lots
then divide by 125 percent). 7) The open space shall be monumented at all major corners and
any changes of direction and at the midpoint of any boundary line exceeding 500 feet.

5) Use of Open Space Land: Open space land shall be preserved in its natural state and the use
of such land shall be limited to appropriate conservation, open space and recreational purposes
as determined by the Commission. Suitable legal agreements, including conservation and
preservation easements and restrictions, approved in form and content by Town Counsel, shall
be required by the Commission. With the approval of the Commission, the conveyance may
allow for the construction of structures and facilities for recreational purposes, such as
playground equipment, tennis courts and golf courses, to the extent deemed environmentally
appropriate. The Commission may also allow the grazing of farm animals on open space land
provided no grazing occurs in wetlands. Open space land shall not be used for the storage of
equipment or deposition of debris and shall not be excavated, filled or regraded and trees shall
not be removed except in accordance with a grading and cutting plan that has been approved by
the Commission.

6) Waiver of Open Space: The Commission may determine that a lesser open space area is
sufficient or that such a reservation of open space is not necessary providing one or more of the
following situations exist: 1) Existing parks, playgrounds, recreational areas or other public
open space is currently available within one-quarter mile of all proposed lots; 2) The minimum
reservation area is less than 1 acre and/or 3) There exists conservation or preservation
restrictions or other deed restrictions on the property and/or the general size of the lots does not
warrant open space dedication (e.g. subdivisions where the average lot size exceeds 200% of the
minimum lot size requirements and/or development activity is limited to a specific area on each
lot and the lots are not re-subdividable). 4) The applicant seeks to convey the lot(s) to a parent,
child, brother, sister, grandparent, aunt, uncle or first cousin per Section 8-25 of the Connecticut
State Statute. These lots must be conveyed without consideration and may not be transferred for
a period of five years. 4.715 Fire Protection Plan: The applicant shall prepare a Fire Protection
Plan, in cooperation with the Water Resources Committee of the Haddam Volunteer Fire
Department, to provide adequate fire protection to the buildings and residents of any new
subdivision, including any subsequent or prior re-subdivisions of the same parcel of land, which
contains more than 4 building lots. Such plan shall receive the prior written approval of the
committee before submission to the Commission with the subdivision application.
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PUBLIC/PRIVATE RESTRICTIONS (CONTINUED)

SUMMARY

The current use as private open space is a legal use of the property. The majority of the subject
is in the R-2A residential zone where the primary permitted use is single-family and two-family
dwellings. With a special permit, the subject could also be developed as a conservation
subdivision.

Based on the physical characteristics of the subject, the most pertinent land use regulations that
might impact the subject are: the minimum frontage requirements; the maximum cul-de-sac
length of 1,000' (since the best development land on the subject is almost twice this distance
from High Street); the limitations on rear lots (which could affect the number of larger lots) and
the wetlands regulations since the subject will require a number of wetlands crossing to reach
the most developable land.

As of the appraisal date, the subject had no land use approvals in place. Prior subdivision
approvals for the subject have lapsed and any new subdivision proposal would be required to go
through the entire subdivision approval process and meet all current land use requirements.
Although the subject had received approvals from the Chatham Health District for lots in the
previous subdivision on the subject, the requirements and regulations for septic systems have
changed since the prior approvals and it would be necessary to re-design the project and make
sure the new lots conform to current health district requirements.
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MARKET ANALYSIS

To evaluate the Haddam land market, we have reviewed recent residential land sales and listings
as well as sales and listing activity for lots and housing in Haddam and relevant regional towns.
The market data is presented and analyzed below.

HOUSING SuPPLY
The supply of housing in Haddam and neighboring communities is summarized below. Be

aware that this data does not include houses being offered outside the MLS or house/lot
packages being offered by developers that do not use the MLS service.

RESIDENTIAL INVENTORY (as of September 21, 2011)

$100,000 $175,000 $250,000 $350,000 $450,000 $600,000 $1,000,000
< to to to to to to and Totals
Area $100,000 $174,999 $249,999 $349,999 $449,999 $599,999 $999,999 Greater

Chester 0 0 10 7 13 9 9 2 50
Durham 0 2 13 21 13 9 9 2 69
East Haddam 3 16 25 46 25 18 15 2 150
East Hampton 5 14 22 34 27 13 5 3 123
Haddam 3 3 7 23 39 25 8 2 110
Killingworth 3 2 5 16 16 19 28 8 97
Middletown 3 39 81 69 32 8 1 0 233
Area Totals 17 76 163 216 165 101 75 19 832
Haddam % of Town Total 2.7% 2.7% 6.4% | 20.9% | 355% | 22.7% 7.3% 1.8% 100%
Haddam % of Area Total 17.6% 3.9% 43% | 10.6% | 23.6% | 24.8% | 10.7% | 10.5% | 13.2%
% of Area Totals 2.0% 9.1% | 19.6% | 26.0% | 19.8% | 12.1% 9.0% 2.3% 100%

Source: MLS; Compiled by R.P. McDermott Associates Inc.

The data shows that Haddam's inventory ranked in the middle of towns surveyed with 110
available units. Middletown has the largest inventory with 233 units and Chester had the smallest
inventory with 50 units. Of the total housing supply in Haddam, houses between $350,000 and
$449,999 represent the largest single price category with 39 units or 35.5% of Haddam's
available housing inventory. Within the region, the largest single inventory category is $250,000
to $349,999 with 26% of the area's total supply. Haddam had 10 units in the $650,000 and higher
price categories which was 11.3% of the area total.

There has been a fair amount of new housing construction in Haddam over the past 2 years. List
prices for 19 new homes built in Haddam in 2010 and 2011 range between $269,000 and
$559,000 or $127/SF to $220/SF for units with living areas between 1,400 SF and 3,450 SF and
an average list price of $455,747 or $174/SF. The majority of these sales were in the Haddam
Ridge, Tuttle Brook Farms, Autumn Brook and Chatham Lake subdivisions.

HOUSING DEMAND

Haddam had 52 sales over the past year which is most similar to Killingworth (48) and Durham
(46). The more densely developed town of Middletown, with 249 sales over the past year, was
the most active town in the region. The predominant sale price range for housing in Haddam is
between $175,000 and $249,999; this category represented 34.6% of all sales over the past year.
This category is also the largest in the region with 31.1% of total sales. There were 18 sales in
the region in the $650,000 and over price categories and only 2 of those sales were in Haddam.
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MARKET ANALYSIS (CONTINUED)

Market Demand (continued)

There were 8 sales of new homes in the town of Haddam over the past year. The sales ranged
from $240,000 to $564,145 with an average sale price of $423,514 or $160/SF for homes
between 1,484 and 3,400 SF. Residential sales for Haddam and selected area towns are
summarized in the following chart.

RESIDENTIAL YEAR TO DATE CLOSED SALES (September 2010-September 2011)

$100,000 | $175,000 | $250,000 | $350,000 | $450,000 | $600,000 | $1,000,000
< to to to to to to and Totals
Area $100,000 | $174,999 | $249,999 | $349,999 | $449,.999 | $599,999 | $999,999 Greater
Chester 0 1 11 11 4 0 3 0 30
Durham 2 1 12 14 9 3 5 0 46
East Haddam 3 13 26 28 7 1 3 0 81
East Hampton 5 17 39 34 14 5 1 0 115
Haddam 1 1 18 13 9 8 2 0 52
Killingworth 5 3 5 17 8 6 3 1 48
Middletown 15 62 82 60 21 9 0 0 249
Area Totals 31 98 193 177 72 32 17 1 621
Haddam % of Town Total 1.9% 19% | 346% | 25.0% | 17.3% | 15.4% 3.8% 0.0% 100%
Haddam % of Area Total 3.2% 1.0% 9.3% 73% | 125% | 25.0% | 11.8% 0.0% 8.4%
% of Area Totals 5.0% | 15.8% | 31.1% | 28.5% | 11.6% 5.2% 2.7% 0.2% 100%

Source: MLS; Compiled by R.P. McDermott Associates Inc.

The following chart compares current listings, deposits and sales in Haddam through September 2011.

SUMMARY OF CURRENT HADDAM HOUSING SUPPLY/DEMAND
$100,000 $175,000 $250,000 $350,000 $450,000 $600,000 $1,000,000
< to to to to to to and Totals
Area $100,000 $174,999 $249,999 $349,999 $449,999 $599,999 $999,999 Greater
Listings (as of 9/21/11) 3 3 7 23 39 25 8 2 110
Deposits (as of 9/21/11) 0 1 2 0 3 0 0 0 6
Sales (9/10-9/11) 1 1 18 13 9 8 2 0 52

The primary sales activity was in the $175,000 to $249,999 price range although the higher
$350,000-$449,999 category currently has the most listings. The 58 sales and deposits in
Haddam during the past year suggest that the current supply of housing in Haddam (110 units)
represents about a 23-month supply. Current listings in all categories except the lower $175,000
to $249,999 price range have housing supplies that far exceed the sum of sales and deposits in
these categories, especially in the higher price ranges.

HOUSING VALUES
Residential housing values for Haddam and adjacent towns over the past year are shown below.

RESIDENTIAL VALUES (September 2010-September 2011)
# Listings Median Average Avg. Days
Town Sold Sale Price Sale Price on Market
Chester 30 $293,450 $316,306 103
Durham 46 $318,000 $346,152 70
East Haddam 81 $243,000 $267,640 118
East Hampton 115 $245,000 $263,205 104
Haddam 52 $270,000 $319,914 115
Killingworth 48 $327,500 $361,719 105
Middletown 249 $210,000 $228,407 76
Source: MLS, Compiled by R.P. McDermott Associates Inc
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MARKET ANALYSIS (CONTINUED)

Housing Values (continued)

Haddam's average sales price of $319,914 ranks third among the seven towns surveyed.
Killingworth and Durham had the highest average sales prices while Middletown had the lowest
average sales price. Haddam's median sale price of $270,000 was slightly lower than the
average sale price and ranked fourth among surrounding towns. Haddam had the second longest
time on the market with 115 days.

Housing Price Trends

Haddam's 2011 year-to-date median sale price of $285,000 is the middle of the towns surveyed.
Killingworth, Durham and Chester have higher median sale prices while East Haddam, East
Hampton and Middletown have median sale prices at the low end of the range. Middletown has
historically had the largest number of sales while Chester experienced the lowest number of sales.

Haddam's 2011 median sale price increased 5.6% since 2010 but is 15.6% lower than 2008. This
downward trend in values is also evident for the other area towns except for Durham which has a
2011 median price that is similar to 2008.

The following chart summarizes the number of sales and median price trends since 2008.

SINGLE-FAMILY DWELLINGS MEDIAN VALUE TRENDS 2008-2011 YTD

# Sales| Median |% Change |[ # Sales| Median |% Change || # Sales| Median |% Change || # Sales| Median
Town 2011* Price 2010-2011 || 2010 Price 2009-2010 || 2009 Price 2008-2009 || 2008 Price
Chester 11 [$300,000 -4.0% 28 $312,450 -0.8% 37 $315,000 | -11.0% 26 | $353,750
Durham 211$330,000| 11.9% 61 [$295,000 3.7% 56 [$284,500 | -13.5% 66 | $329,000
East Haddam 43 |$264,000 2.7% 95 [$257,000 2.8% 95 $249,900 | -16.0% 96 | $297,500
East Hampton 53 |$235,500 -5.8% || 123 [$250,000 -2.0% || 147 [$255,000 -9.6% | 137 | $282,000
Haddam 33 [$285,000 5.6% 69 [$270,000 9.4% 74 $246,875 | -26.9% 68 | $337,500
Killingworth 24 1$336,250 7.7% 46 $312,250 | -15.3% 46 $368,750 -9.5% 56 | $407,500
Middletown 109 [$205,500 -5.2% || 266 [$216,750 -6.0% || 310 [$230,500 0.2% || 261 | $230,000
Source: Prudential Realty; Compiled by R.P. McDermott Associates Inc. *Data through June 2011

Lot Values

Over the most recent one-year period, Haddam's average lot price was $126,063 and the median
price was $108,500. Both the average and median lot values in Haddam ranked in the middle of
surrounding towns. Chester (which had a lot sale with CT River frontage) had the highest average
lot value while East Hampton had the lowest average lot value. Durham, Middletown and
Killingworth lot values were most similar to Haddam. The data is presented in the chart below.

REGIONAL LOT VALUES (September 2010-September 2011)
Total Average Lot Value Average Price Average Price Median Price
Town Sales Lot Size Range Per Acre Per Lot Per Lot
Chester 2 2.71 $25,000-$672,500 $128,690 $348,750 $348,750
Durham 7 3.24 $50,000-$350,000 $37,011 $119,757 $68,800
East Haddam 15 2.06 $32,000-$155,000 $48,578 $100,233 $109,000
East Hampton 4 0.53 $30,000-$100,000 $127,619 $67,000 $69,000
Haddam 8 2.82 $30,500-$265,000 $44,703 $126,063 $108,500
Killingworth 3 4.88 $90,000-$205,000 $28,498 $139,167 $122,500
Middletown 11 1.87 $45,000-$320,000 $62,561 $117,045 $100,000
Source: Conncomp (Search criteria is lot sales from 0 to 9 acres); Complied by R.P. McDermott Associates Inc.
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Lot Value Trends

Over the past 5 years, Haddam has averaged 9 lot sales per year but the trend has been a steady
decline from 17 sales in 2007 to 5 sales in 2011. The 5 lot sales in Haddam during 2011 ranged
from $100,000 to $265,000 with an average price of $159,400 per lot. This price is 19.5% higher
than the 2010 average sale price. The average lot size of 2.69 acres is slightly larger than the
2011 average lot size of 2.08 acres. The high end of the ranges in 2007 and 2010 represent
waterfront parcels on the Connecticut River. Historical lot sales data is presented in the chart
below.

HADDAM RETAIL LOT VALUE TRENDS
Land Records 2007 2008 2009 2010 2011 Averages
Total Records 17 8 7 7 5 9
Average Lot Size 2.23 3.65 3.16 2.35 2.08 2.69
Average Price Per Lot $147,824 $166,988 | $127,343 | $133,429 $159,400 $146,997
Average Price Per Acre | $66,149 $45,781 | $40,335 | $56,847 $84,909 $58,804
Price/Lot % Change NA 13.0% -23.7% 4.8% 19.5% 3.4%
Lot Value Range $50,000- | $120,000- | $41,000- $40,000- | $100,000- $41,000-
$309,000 $241,000 | $199,900 | $305,000 $265,000 $309,000
Source: Conn-comp (Search criteria is lot sales 0 to 5 acres) Complied by R.P. McDermott Associates Inc.

Current Lot Listings

As of September 2011, there were 34 lots listed for sale in Haddam at prices between $69,900
and $595,000 for lot sizes between 0.99 and 9.49 acres. The average asking price per lot was
$163,750 for a lot with an average size of 3.32 acres and an average price per acre of $49,344.
Asking prices for lots in the Chatham Lake subdivision are $219,900 for a 2.17-acre waterfront
lot and $100,000 to $119,900 per lot for non-waterfront lots.

This data does not include lots available for sale outside the MLS or where developers have in-
house sales staff.

Acreage Listings (Supply)

There are currently 10 acreage parcels available for sale in Haddam with an average list price for
the 10 parcels of $594,770 or $18,334/acre for an average parcel size of 32.44 acres. The listings
range from an 11.89-acre parcel on Brookline Road for $169,900 to a 100-acre parcel on Silver
Springs Drive in the Chatham Lake subdivision that is listed for $2,450,000. Of the 10 parcels
listed for sale, only 2 are greater than 50 acres. The only other larger listing, for a 57.41-acre
parcel on South Dish Mill Road with views of the Connecticut River that was listed for $450,000
or $7,838 per acre, was recently withdrawn from the market.

Four regional land listings between 53 and 132 acres in the towns of Middletown, East
Hampton and Chester ranged from $4,460 to $12,165 per acre.

Acreage Sales (Demand)

There have been a limited number of recent land sales in Haddam and surrounding towns over
the past two years. Some of the land sales that have occurred in Haddam have been rear parcels
with very limited or no access that were acquired by abutters or for open space purposes.
Acreage sales between 2008 and 2011 have generally ranged from $3,500 to $15,000 per acre
for parcels between 43 and 212 acres. Sales most similar to the subject have ranged in price
from $3,300 to $8,000 per acre for parcels that sold between July 2010 and October 2011.
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Acreage Sales (Demand) (continued)

Demand for new housing in Haddam has slowed considerably over the past three years. This is
illustrated by the decrease in new housing permits from a peak of 70 units in 2004 to 19 units in
2010 and the 7 units issued through September 2011. The slowdown in demand is also reflected
by a 45-lot open space subdivision known as Haddam Ridge that received approvals in 2004.
This project has sold only 23 units in 7 years which translates to average annual sales of 3 units
per year. This project still has 22 units of housing available for sale. The lack of demand for
new construction in Haddam and the poor economy for residential subdivision development will
increase the risks associated with acquisition of raw land and have a downward impact on both
demand and achievable values for larger acreage tracts.

FINANCING

Since the beginning of 2008, the housing market has been negatively affected by the
deterioration of the sub-prime lending market, a record number of foreclosures and the failure of
numerous mortgage companies. This crisis has made it more difficult for buyers to qualify for
mortgages and this in turn has resulted in more limited demand for housing.

Lenders have tightened qualifying standards for mortgages and they have become very cautious
with new loans. Many financing products to entice borrowers have essentially ceased. This has
further eroded market demand at both the entry level and the mid to upper end of the market and
narrowed the market of potential buyers significantly.

Financing for land acquisition and development projects from local and regional banks is tight
with interest rates that reflect the risks associated with each development project and the
experience and credit worthiness of the borrower. Although interest rates are favorable, it is
very difficult for developers to secure financing in the current market. As a result, many land
deals are being facilitated by either cash sales and/or seller financing. These financing
constraints have made it more difficult for owners to sell raw land and for developers to acquire
and finance land for subdivision development or to market and sell new single-family homes.

PURCHASER PROFILE
The most likely buyer for the subject would be a local or regional developer.

SUMMARY

The downturn in the economy over the past three years has had a significant negative impact on
demand for raw land. This has been exacerbated by the reluctance of banks to finance residential
development projects and the limited demand for new housing caused by more stringent lending
standards for home buyers and the record number of foreclosures. These factors are having a
downward impact on market demand and consumer confidence in the housing market.

Although the economy, consumer confidence and employment figures have shown some recent
signs of improvement, it is likely that the housing market will need to overcome significant
market resistance before it begins to show signs of recovery that would motivate development of
a sizable single-family residential subdivision in Haddam.

R.P. McDERMOTT ASSOCIATES, INC. 57



MARKET ANALYSIS (CONTINUED)

Summary (continued)

In addition to the poor housing market, the value of the subject is negatively impacted by the
uncertainty pertaining to easements that encumber the property, the depth of the buildable land
from its road frontage, the location and percentage of wetlands on the property, steep slopes and
rocky soils. The positive aspects of the land are its proximity to Higganum Center, Route 9, the
Higganum Reservoir and State Park and the Cockaponset State Forest. Considering the impact of
these features, the subject should have below average to average market appeal due to the
uncertainties and greater development risks associated with the legal and physical characteristics
of the land.
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HIGHEST AND BEST USE

Real estate value is based on a property's highest and best use, which is defined as:

The reasonably probable and legal use of vacant land or an improved property, which is physically possible,
appropriately supported, financially feasible, and that results in the highest value. The four criteria the highest and
best use must meet are legal permissibility, physical possibility, financial feasibility, and maximum profitability.

Source:  The Dictionary of Real Estate Appraisal
Fourth Edition, 2002, Appraisal Institute

Highest and best use analysis requires that a property be considered "as vacant™ and "as
improved.” When analyzing the highest and best use "as vacant,” it is assumed that the subject
land is vacant and available for development or that the land can be made vacant by
demolishing any improvements. All reasonable, alternative uses are considered. Using the
criteria noted above, an analysis is conducted to determine the type of improvement that is most
appropriate for the property. This is determined by identifying the use that yields the highest
present land value after considering the costs, risks and market factors associated with each
potential use.

Since the subject is essentially vacant, unimproved land, an analysis of the highest and best use
as improved is not directly applicable.

The UASFLA standards require that the highest and best use conclusion "must be an economic
use. A non-economic highest and best use such as conservation, natural lands, preservation, or
any use that requires the property to be withheld from economic production in perpetuity, is not
a valid use upon which to estimate market value." The analysis and reasoning leading to the
subject's highest and best use are presented below.

THE LARGER PARCEL

The UASFLA or "Yellow Book" standards require all appraisal reports to make a determination
of the larger parcel. The UASFLA defines the larger parcel "as that tract, or those tracts, of
land, which possess a unity of ownership and have the same, or an integrated, highest and best
use. Factors considered in making this determination are contiguity, or proximity, as it bears on
the highest and best use of the property, unity of ownership, and unity of highest and best use."
This essentially requires an analysis of all the adjacent property owned or controlled by the
owner of the subject property to determine if there is an increase or decrease in value as a result
of an acquisition by a federal or state agency. If the value of the adjacent land is enhanced by an
acquisition, then the increase in value must be deducted from the value of the subject.
Conversely, if the acquisition results in a negative impact, then the decrease in value needs to be
deducted from the appraised value of the subject. Since the owner of the subject owns no other
land that would be considered in a larger parcel analysis, the larger parcel criteria noted above
does not apply to the appraised property.

Further guidance pertaining to land exchanges and the larger parcel is also provided by the
UASFLA standards. The Yellow Book explains that in a land swap, "the lands to be exchanged
are specifically delineated, the estates to be conveyed are indentified and an assignment of
responsibility between the parties for performance of required functions™ are contained in an
agreement to initiate an exchange (ATI). In an exchange appraisal, the tracts to be appraised are
defined by the ATI. The Special Act No. 11-16, An Act Concerning The Conveyance Of
Certain Parcels Of State Land summarized earlier in the report contains the terms and
conditions of the swap agreement.
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HIGHEST AND BEST USE (CONTINUED)

THE LARGER PARCEL (continued)

The Yellow Book states that even if the property defined in the ATl is part of a larger
contiguous ownership that clearly has a unitary use, the lands outside of the property described
in the ATI should not be considered in either the larger parcel determination or in reaching a
conclusion of highest and best use. For these reasons, and the fact that the appraised property
has no contiguous properties under the same ownership, the appraised property as described in
this report is considered the larger parcel for valuation purposes.

HIGHEST AND BEST USE AS VACANT

LEGALLY PERMISSIBLE

The subject is zoned for residential use. Based on current zoning regulations, the land could be
developed as a conventional subdivision or a conservation subdivision with a special permit. The
subject consists of four tax lots but one is less than the minimum lot size required by zoning and
two others are landlocked with no road frontage. The fourth parcel, which provides access to
these rear lots, has two sections of frontage with about 91' and 316'. Since the minimum frontage
required by zoning is 200' in the R-2A zone, the subject could potentially achieve only one or
possibly two frontage lots. For subdivisions up to 5 lots, only one interior lot is permitted. These
factors would limit the number of larger, oversized lots on the subject.

A review of past subdivision approvals in Haddam indicates that between 3.4 to 4.6 acres per
potential lot were required to satisfy the development and open space requirements of
conservation subdivisions. If this ratio range is applied to the subject's 87.7 acres, the appraised
property could potentially achieve a lot yield between 19 and 26 lots.

The old Phase 111 Walkley Heights subdivision on the subject had once received approvals for 32
units. This translates to 2.7 units per acre. Based on an analysis of more recent subdivisions in
Haddam and more current land use and health code requirements, it is probable that the lot yield
for the subject would be lower than the older approvals.

Besides public restrictions related to subdivision and zoning, the subject is encumbered by
private restrictions that could hinder subdivision development of the property. An abutting owner
has access, water, and pipe maintenance rights over the subject. The legal references to these
easements though are vague. Specific rights identified in various easements over a long period of
time are not clearly defined and the geographic location of the access route and pipeline through
the subject are not delineated on any maps. These rights and locations across the subject would
most likely need to be clarified and agreements reached before a buyer would consider acquiring
and developing the subject. An alternative would be for a buyer to acquire the abutting property
that benefits from these rights. In either case, these factors will increase the risk, cost and
potential design and feasibility of a residential subdivision on the subject.

A representative of the abutting property that benefits from these rights has indicated that the
owners will protect the rights contained in the easements, retain their right to obtain water from
the subject and protect the water quality of the well on the subject if it is potentially impacted by
any future residential development on the subject.

Due to the amount and location of wetlands on the subject, wetlands permits would be required
for any proposed development.
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HIGHEST AND BEST USE (CONTINUED)

LEGALLY PERMISSIBLE (continued)

The primary subdivision regulation that would impact the subject is the maximum cul-de-sac
length of 1,000' since most of the buildable land is much further from the subject's High Street
frontage. Although this requirement could be waived it could still not exceed a reasonable
interim length for safe and convenient vehicular access, including emergency vehicles, as
determined by the Commission.

The restrictions on minimum frontage and interior lots would also negatively impact the
potential development of the subject since the appraised property has a very low frontage to land
area ratio and much of the developable land on the subject is far beyond the frontages.

After considering the legal factors affecting the subject, it is my judgment that the most probable
legally permissible use would be residential development with up to 26 lots.

PHYSICALLY POSSIBLE

The subject is a large, irregular shaped parcel of land that is negatively impacted by steep slopes,
watercourses, wetlands soils and a high depth to frontage ratio. The positive physical attributes
of the subject are its convenient location near Higganum Center and a full Route 9 interchange
and its proximity to large tracts of State Forest and State Park land.

The USDA soils survey indicates that the soils on the subject are very stony to extremely stony.
These characteristics were evident from boulders, rocky hillsides and ledge near the surface
during the inspection. Depth to bedrock is a listed soils concern for 36.6 acres. About 67 acres or
76% of the total land area are also rated by the USDA as having low percolation rates and are
identified as areas of special concern by state regulations (Section 19-13-B103d (e) (1) of the CT
Public Health Code.

The land with the best development potential is about 16.6 acres (Map Unit 61B) in the northeast
corner of the property. Although the hay field is open and relatively level, the soils here consist
of Paxton and Montauk soils that have low percolation rates that are less desirable for
development. The subject did receive septic system approvals associated with an old subdivision
but these were granted over 12 years ago when Health Department requirements were much
different than they are today.

Interior access to the property is hindered by the location of watercourses and wetlands adjacent
to the frontage. A large network of wetlands restricts interior access from the Route 81 frontage
and also limits access to higher land in the southeast corner of the property. All of the buildable
land on the property would require at least one major wetlands crossing.

The parcel's more buildable areas include a level hay field that is about 700" east of the High
Street entrance and a section of land (31 +/- acres) in the northeast corner that consists of level to
gently sloping woodlands. The beginning of this 31-acre section though is about 2,200 feet from
the property's entrance on High Street, which far exceeds the town's maximum cul-de-sac length.
It would be difficult and costly to access this area on the subject due to its depth from the parcel's
road frontage and the wetlands crossings that would be required.

It is likely that any large subdivision development of the property would need to address sight
line issues on High Street as well as the curve and width along High Street adjacent to the
subject's frontage. These are risk and cost considerations.
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HIGHEST AND BEST USE (CONTINUED)

PHYSICALLY POssIBLE (continued)

After reviewing the previous plans and the topography and soils maps for the subject, it is my
judgment that residential development would be physically possible but that the physical
characteristics of the subject would make it difficult to achieve an estimated lot yield between
the 19 to 26 lots projected previously as being legally permissible. It is probable that a buyer
would anticipate a lot yield closer to the lower end of the range to account for the development
constraints associated with the physical characteristics of the land.

FINANCIALLY FEASIBLE

The financial feasibility of residential development on the subject would be affected by the large
amount of road construction that would be required to reach the more developable land on the
property, the high probability that the town would require off-site improvements to High Street,
the time and legal costs that might be necessary to reach agreements with an abutting property
owner regarding their easement rights and the poor current market conditions that have limited
market demand for new residential development significantly over the past three years.

A prior subdivision approved on the subject required a total of 4,972 linear feet of road to
achieve 32 units. At an estimated cost of $300 per linear foot of road, development costs alone
would have been about $1,492,000 or about $46,600 per approved lot.

In order to determine the financial feasibility of subdivision development on the subject, various
development scenarios were evaluated. Based on the recent housing prices for new construction
in Haddam (analyzed in the Market Analysis section), it is likely that new homes on the subject
would range from $450,000 to $600,000. Based on a 25% land to dwelling price ratio, potential
lot values would range from $119,000 to $150,000 with an average value of about $134,000 per
lot. These estimates are supported by recent lot sales in Haddam. Sellout and development costs
are based on an estimated yield of 21 lots, which is appropriately towards the low end of the
range indicated by the estimated legally permissible lot yield on the subject. Infrastructure costs
are projected at $46,600/lot. Additional expenses are deducted for sales/marketing, conveyance
taxes, holding costs during the sellout, legal costs, developer profit and a contingency cost. The
net cash flows are discounted at an estimated range between 12% and 18%. The analysis also
deducts the cost of approvals and the time required to secure land use approvals. This analysis
indicates that subdivision development would be economically feasible using these market based
parameters if the subject could secure the necessary approvals for 21 lots.

It may also be possible to subdivide the subject into a number of large lots. Although there have
been some larger lot sales in Haddam that have achieved values up to $220,000 (for an 8.8-acre
lot), a buyer would need to build a home ranging in value from $880,000 to $1,000,000 (based
on a 25% land to building price ratio). This is a very narrow market in Haddam, especially when
the added costs and risks discussed earlier are considered. This type of high-end development is
less likely to occur on the subject since the high-end housing market typically values privacy so
the easement rights of others to use the appraised property would discourage this segment of the
market from undertaking this type of development on the subject.
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HIGHEST AND BEST USE (CONTINUED)

FINANCIALLY FEASIBLE (CONTINUED)

To test this more limited type of residential development, an economic analysis was conducted
based on 4 lots with an average size of about 18 acres, an average sale price of $275,000 per lot
and an approval and sellout period of three years. With the exception of much lower
infrastructure costs, most of the previous expense inputs were used in this analysis. After
determining the present value of the cash flows in this analysis, there was no significant
difference in values between these two scenarios.

After evaluating the number of potential lots, lot values in Haddam, the market for new
construction and subdivision development costs, residential development of the subject with up
to 21 lots is considered financially feasible.

MAXIMALLY PRODUCTIVE

It is very difficult to determine the maximally productive use of the subject due to uncertainties
pertaining to the legal and physical constraints impacting the subject as well as the potential
number of lots that might be approved by the town. Based on the previous analyses, it is most
likely that the value of the subject would be maximized if the land is acquired as an investment
for future residential development after the zoning regulations in Haddam are finalized,
easements encumbering the subject are clarified and agreements are reached with the abutting
property owners that benefit from these easements and the residential housing market begins to
recover. Since a buyer would consider a holding period for the subject, the market would most
likely discount the price for the subject to account for the time, risks and holding costs that
would be incurred while the market recovers.

The subject would most likely need to achieve housing values between $450,000 and $600,000
with lot values between $119,000 and $150,000 in order to maximize the value of the land.
Larger lot development would need to achieve a minimum average lot value of $275,000 for 4
lots to achieve a value similar to a larger subdivision.

HIGHEST AND BEST USE CONCLUSION

The most likely buyer for the subject would be a local or regional developer or an investor that
would acquire the land for future residential development when warranted by market conditions.
Residential development is legally permitted, physically possible and based on current market
conditions, potential lot values and estimated development costs, residential development is
financially feasible and it would maximize the value of the land. Therefore, the highest and best
use as vacant is residential development when warranted by market conditions.
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VALUATION METHODS

The three standard methods to provide an opinion of value are the cost, sales comparison, and
income capitalization approaches. These methods are defined below:

CosT APPROACH - A set of procedures through which a value indication is derived for the fee simple interest in a property by
estimating the current cost to construct a reproduction of or replacement for the existing structure; deducting accrued
depreciation from the reproduction or replacement cost; and adding the market land value opinion plus an entrepreneurial
profit. Adjustments may then be made to the indicated fee simple value of the subject property to reflect the value of the
property interest being appraised.

SALES COMPARISON APPROACH - A set of procedures in which a value indication is derived by comparing the property being
appraised to similar Property that have been sold recently, applying appropriate units of comparison and making adjustments
to the sale prices of the comparables based on the elements of comparison.

INCOME CAPITALIZATION APPROACH - A set of procedures through which an appraiser derives a value indication for income-
producing property by converting anticipated benefits, (cash flows and reversions), into property value. This conversion can be
accomplished in two ways: One year's income expectancy can be capitalized at a market-derived capitalization rate or at a
capitalization rate that reflects a specified income pattern, return on investment, and change in the value of the investment.
Alternatively, the annual cash flows for the holding period and the reversion can be discounted at a specified yield rate.

Source:  The Dictionary of Real Estate Appraisal
4th Edition, 2004, Appraisal Institute

All three approaches were considered. The Cost Approach is not applicable to vacant land and it
is not developed in the report. A variation of the Income Approach known as the Development
Approach can be an applicable approach for raw land in an active market or when a parcel of land
has approvals in place. Since the subject has no land use approvals and both the legal and physical
characteristics of the subject would make it very speculative to determine the size and number of
potential lots on the subject, the Development Approach is not a reliable valuation method for the
subject.

There was adequate information to develop the Sales Comparison Approach. This is the most
relevant and appropriate approach for an unimproved parcel of residential-zoned land like the
subject.

The Sales Comparison Approach is presented on the following pages.
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SALES COMPARISON APPROACH

The Sales Comparison Approach compares recent sales of properties that are similar to the
subject. This approach is based on the premise that a direct correlation exists between the prices
paid for comparable properties and the market value of the subject. The appraisal principle
related to this premise is substitution, which implies that the value of a property is set by prices
of similar properties with equally desirable characteristics.

The appraisal principal of supply and demand is also pertinent to the Sales Comparison
Approach. The price a buyer is willing to pay is directly related to the supply of comparable
properties available for sale and the extent of competing buyers in the marketplace. The balance
between supply and demand can fluctuate with changing market conditions.

The Sales Comparison Approach is most relevant when there are an adequate number of
comparable sales. Based on the "as vacant" Highest and Best Use conclusion, the market was
researched to identify acreage sales that are most similar to the subject.

A large number of sales in Haddam were researched and analyzed and only one was considered
somewhat relevant to the subject. This sale is considered in the Sales Comparison Approach
analysis as a supplemental sale since other acreage sales selected for analysis are considered
more comparable to the subject.

After evaluating the local and regional market, four sales were selected for analysis. The
primary criteria used to select the sales are: a location in Haddam and adjacent Middlesex
County towns; parcel size; date of sale and the physical characteristics of the parcels. The unit
of comparison used in this analysis is sale price per acre.

Details of the acreage sales selected for analysis, a sales location map, and an analysis of the
sales are presented on the following pages.

Note: The location and dimensions of the sale parcels on the accompanying maps are

approximations for illustration and analysis purposes only. The sketches are not drawn to scale
and the reader should not rely on the accuracy of these drawings.

R.P. McDERMOTT ASSOCIATES, INC. 65



Land Sale #1

Location:
Assessor Reference:

Grantor:
Grantee:

Legal Reference:
Deed Type:
Date Recorded:

Sale Price:
Price Per Acre:

Verified:
Financing:

Site Data
Size:
Frontage:

AcCCess:

Shape:
Topography:

Soils:

Wetlands:

Utilities:

Bear Hill Road, Middletown, Connecticut
Map 52 Lot 72; Map 53 Lot 13

Richard E. Bengtson
Paul Rak, Trustee of the John Rak Trust

Volume 1700 Page 44
Warranty
June 16, 2010

$300,000
$8,021

Town Clerk records; Grantee
None recorded

37.4 acres (2 parcels with 24.4 and 13 acres)

Approximately 894" of non-contiguous frontage on the northerly side of Bear
Hill Road and approximately 1,384' on the southerly side of Bear Hill Road.

Interior access to the smaller parcel is hindered severely by steep slopes and ledge.
The larger parcel has good access along its two frontages but much of the land in the
northwestern section of this parcel would be difficult to access for development
purposes due to the steep slope and rocky soils. The extensive frontage along the
eastern section of this parcel has good access up a gently sloping hillside.

Two parcels — one with a rectangular shape and one that is highly irregular

The western parcel has a steep upward slope along the road frontage from an a
elevation of about 440' to 540'. The second parcel slopes moderately to steeply
upward in two sections. The western part of the second parcel slopes upward
from 350" along the front